MMA MOSTT Research Study:

Insights from MARCAPS
Benchmarking Study Customer
Experience

(O) MARCAPS

Sundar Bharadwaj

Coca Cola Company Chair Professor of Marketing
Terry College of Business
University of Georgia




(’e> AUTHORS

Omar Rodriguez-Vila
Associate professor,
Goizuets Business Schoo!

MARKETING

Sundar Bharadwaj
Professor, Terry
College of Business

Neil A. Morgan
Professor, Kelley School
of Business

IS Y()ur Shuby Wit
Marketi
Organization

al’s Next?

©] PHOTOGRAFPHER SAMM ESCOSAR

ramework for alianing grow Strafegies and capabnilifies

104 Harvard Business Review Harvird Busirass Ravaw 105
November-December 2020 November-December 2020

Copyright © 2021 MarCar.




Drive growth by matching
offerings to individual customer
needs and context in ways that
facilitate transactions.

Drive growth by increasing
convenience and enjoyment
across the customer journey.

Drive growth by deepening
and expanding the meaning,
community, and purpose
around an offering.

O MAR

Guide the discovery of new
growth via branded platforms,
revenue streaming, and
marketing model innovation.
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A Study Into The Characteristics of Marketing Practices

Performance Indicators Contrast Groups Insights On...
[
Survey Winning  Organization
Financial Growth Marketing Structure
Customer Growth Organizations - Centralization vs.
(WMOs) 14% Decentralization
Third Party « Marketing Footprint
Revenue Growth Lagging (role/responsibility)
Profit Growth Marketing * Insource/Outsource
Share Value Organizations « * Capabilities
(LMOs) 22%
Financial Growth: Customer Growth:
Total n =980 Satisfaction with - Satisfaction with -
Valid n = 897 . Achieving revenue and profit goals » Engaging consumers/customers and build
o o brand equity
*  Finding new ways to achieving growth - Personalizing offerings to customer
- Ability to measure the return and preferences, needs and situations
optimize marketing investments * Increasing convenience and enjoyment
across the customer journey
— /
LMO WMO
Score in the Bottom 3 Box Score in the Top 2 Box
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The Most Value Adding Actions: (1) Marketing
Capability Fit (2) Orientation (3) Footprint
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Organization Managerial Decision Responsibility Insource / Marketing-
Structure Orientation Centralization Footprint Outsource Capability Fit




Marketing-Capability Fit: Distance Between The
Capabilities A Firm Has and Those Required for Growth

« Start with a complete list of growth-related
capabilities.

« Assess how important each is to your growth O
in the next 2-3 years.

 Assess how well developed the firm is in Capability

each capability (performance). Importance

« Measure the average difference between
Importance and Performance. O

Capability
Performance



Marketing-Capability Fit Has a 3X Impact on Firm
Performance

Effect of Marketing-Capability Fit on Growth* Growth At Low vs High Fit
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Low Fit (<=15%) mHigh Fit (>=80%)

0% Capability Fit of Marketing Org. (0% — 100%) 100%

*Growth is an aggregate of satisfaction (on a 1-7 scale) with company’s ability to 1) Achieve revenue and profit goals, 2) Find new ways to achieving growth and 3)
To measure the returns and optimize marketing investments. The graph is based on the results of a model controlling for firm size, age, industry type.
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Marketing-Capability Fit Also Has a Strong Relation
to Top Line Growth Rates ...

2019-2020 % Sales Growth Rate

20%

15%

10%

5%

0%

-5%

Effect of MarCaps Fit on Sales Growth

Sales Growth (2019-2020)
= 11%-12%

Sales Growth (2019-2020)

3%-4%
5 6 7 8 9
0 0 0 0 0

Capability Fit of Marketing Org. (0%-100%)

2.95X

A 1% increase in fit
leads to 2.5%
increase in Sales
Growth after
accounting for size,
age, R&D
investments,
Advertising
investments and
intensity of
competition.

Note: Financial data from publicly traded firms available {n Compustat.



...And Market Valuation

Market Valuation by Level of MarCaps Fit

250

200

Average 150
Market

Value in

$Billion 100
o0
0

$213.6B

High
Marketing
Capabilities
Fit

$78.9B

Low
Marketing
Capabilities
Fit

2.5

15

05

-0.5

Elasticity of MarCaps Fit

A 1% increase in Marketing
Capability Fit is associated with
a 2.35% increase in market
value of firms.

Marketing Advertising R&D Firm Size Sales  Business to
Capability Intensity  Intensity Growth ~ Consumer
Fit Industry

Note: Financial data from publicly traded firms available in Compustat.



A Deep Dive Into Customer Experience



Experience Fit Depends on Alignment Between
Importance and Performance on 3 CX Capabilities Areas

lllustrative .
\J , ) Sy,
EX am p I e og\l P \ncreese personali... Build Platfo,-ms ‘?4 TGC/O

100 % O,

o
d‘c’\)‘ & ?R‘e‘\\c\\" c""e,o,o lQ(

AUGMENT VALUE

AN

100

ENHANCE OFFERING DESIGN "D” %
=] m
<
>

" 100 3 %
A Z %
i >
4 ~
il <

. [ BN

0 * ~

u S

mn

IMPROVE JOURNEY
ORCHESTRATION

100




WMOs Are Involved in Customer Experience Tasks

Three
configurations
where marketing

is actively 70%
involved in

managing the 54y
customer

experience.
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Footprint Type
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Incidence vs WMO Probability by

% of Firms involved in

CX Activities
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Copyright © 2022 MarCaps LLC. All rights reserved.

67%

46%

m\XWMO = LMO

WMO or Winning Marketing Organizations
Revenue Growth 2019 vs. 2018: 18%
Revenue Growth 2020 vs. 2019: 12%

LMO or Lagging Marketing Organizations
Revenue Growth 2019 vs. 2018: 2%
Revenue Growth 2020 vs. 2019: -1%

marcaps.com | 12



WMOs Exhibit Higher CX Fit Compared to LMOs:
87% vs. 61%

CX Fit
100%
F 90% 87%
R 8o%
E 0% o
1%
Q 60%
U 50%
E 40%
N
C 30%
Y 20%
10%
0%
WMQOs LMOs

| \X/MOs LMOs



Growth Satisfaction Ratings Are Responsive to
Experience Fit

A 10% increase in
Experience Fit leads to 1.9
units increase in Total
Growth satisfaction
measured on a 1-7 scale.

Growth Satisfaction.

0%. Experience Fit 100%
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Higher Experience Fit Firms Are More Likely to Be
Structured Around Products and Segments

Organization Structure

Products Expertise Segments Customer Outcomes
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Marketing Leads Rather than Reports in More
Experience Activities in WMO Firms

70%

60%

50%

40%

30%

WMO

Marketing Leading CX Activities

37.5%

LMO



When Marketing Leads Experience Activities, Satisfaction
Across a Number of Outcomes is Greater

Experential Marketing

Journey Management Design Digital Offerings .
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When Marketing Leads Experience Activities, Satisfaction
Across a Number of Outcomes is Greater

Shopper Marketing

m Marketing_Leads

m Marketing_Reports

Customer Service
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Low Experience Fit Leaders Tend to Control and
Centralize a Greater Share of Decisions

Low
Experience Fit

High
Experience Fit

Centralize Budget Decisions

Centralize Product/Service
Decisions

Centralize Program Decisions

56%

Centralize Budget Decisions

Centralize Product/Service
Decisions

Centralize Program Decisions

40%

309 359% 409% 459%

509 559

96 of Firms

©609%

659%

709%

759%




Centralization of Budget and Product/Service Design
Decisions are Particularly Dysfunctional for Experience Fit

Low Experience Fit

High Experience Fit

o
o®

10% 20% 30% 40% 50% 60% 70%

m Centralize Program Decisions m Centralize Product/service Decisions m Centralize Budget Decisions



High Experience Fit Firms Have A Bigger Footprint
in General, and more so in Commercial Activities

80%

70%
o (0]
6 74% —

607%

55% 70%

62%

50% 60%
40% 50% 48%

30%

High Experience Fit  Low Experience Fit HighExperience Fit Low Experience Fit

—Foundational —New —Commerical —Brand



WMOs Outsource CX Activities More Than LMOs

Outsourcing %

60%
50%
40%
30%
20%
10%
0%
Journey Designing Digital Customer Service Channel Experiential Shopper Product Research Product Delivery
management Services and Orchestration marketing Marketingand & Development  and Distribution
Solutions Sales Promotions

LMO m\WMO



Among Capabilities that Enable (Firm Value Capabilities),

Knowledge Fit is The Most Important Firm Capability Driver for
Experience Fit

Drivers of Experience Fit
0.5
0.45
0.4
0.35
0.3
Elasticity -
0.2
0.15

0.1

0.05

Knowledge_Fit Operational_Fit Strategy_Fit



How do | get started on this in
my firm?
* Go look at the free benchmarking tool

* Check out the MRA tool at Marcaps.com



Marketing Capability Benchmark

10 10 edenanites

1 of data 2o gereate unicua

This report summarizes and benchmarks your assessment of marketing capabilities at your company. For more information. refer to
the article “Is Your Marketing Organizaticn Ready for Whats Next?" in the Nov-Dec 2020 issue of Harvard Business Review or contact
us at infoamarcapscom.
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MarCaps Marketing Readiness Assessment (MRA)

A Granular
Assessment
Provides Clear
Map of Growth
Capabillities
Managed By
Marketing

[(— WHAT IS THE WORK OF MARKETING?

N
( ? ) HOW TO READ
INGED/

Involvement

MARKETING
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ENHANCE OFFERING DESIGN
=, (b

~ EXPERIENCE VALUE

Customer .’ Involvement: | ALL v | Group: | ALL

HOW TO READ THE INVOLVEMENT VALUE. Activities led by marketing are closer to the center, whereas
activities that marketing is not involved in are towards the outer periphery. Involvement scores between 61-100
indicate it is led/co-led by marketing, 21-60 means it is supported by marketing, and 0-20 means marketing is
not involved. The three involvement categories are shown as concentric bands in the chart

Copyright © 2021 MarCaps LLC. All rights reserved. marcaps.com | 26



And a Detailed Fit Calibration
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WHAT ARE THE CAPABILITIES OF MARKETING?
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Importance vs
Performance by capability

This scatterplot shows the distribution of the 72
marketing capabilities on performance and importance
dimensions.

Capabilities needing investment/performance
improvement are under ‘Strengthen’. Resources for
those under ‘Harvest' could be redirected. ‘Sustain’
capabilities demand no immediate change.

HOVER ON A CAPABILITY DATA POINT FOR MORE INFORMATION.
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Thank You...
Questions?

Sundar Bharadwaj, PhD
Shubu Mitra Never doubt that a small group of thoughtful,
Neil Morgan PhD committed people can change the world.

_ _ Indeed, it is the only thing that ever has.
Omar Rodriguez Vila, PhD - Margaret Mead

Cultural anth logist
Contact: Omar@marcaps.com ultural anthropologis
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