Effectiveness in an evolving media
landscape: what’s going wrong?
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Previous research and this

The Long and the
Short of It

How has the changing
media landscape
modified earlier
media observations?

500 digital era cases,
120 in 2014/16
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7 Important findings

Short-termism is undermining effectiveness

Mass marketing — broad reach — is still key to growth
TV is consolidating its lead in effectiveness
Communications budgets matter more than ever
Focussing on ROl is highly dangerous

Emotional brand building is key to growth

The 60:40 rule still applies: don’t overweight
activation




1. Short-termism is undermining
effectiveness
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The deception of short-termism

Brand building
Long term sales growth

Sales activation
Short term sales uplifts
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lBAShort term effects dominate ~6 months Time

Sales uplift over base
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“We don’t operate on a 90-day
cycle for advertising, marketing, or
investment”

Paul Polman, CEO Unilever
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Conflict between long & short-term
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Short-termism has been rising
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Effectiveness has fallen
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Share and penetration growth
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Activation effects have been achieved
at the expense of brand
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A typical short-term campaign
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Revenue from Store growth
B Revenue growth from media

i:Revenue growth from other sources
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Specsavers: a long-term campaign
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Specsavers: a long-term campaign
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2. Mass marketing is key to growth

Peter Field



Targeting vs. Reach
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Targeting vs. Reach

Real-time tight targeting drives
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“We targeted too much, and we
went too narrow...The bigger your
brand, the more you need broad
reach and less targeted media.”




Broad reach: John Lewis
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Broad reach: John Lewis




John Lewis market share
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3. TV is consolidating its lead in
effectiveness
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How people spend their time online

Email 33%

Search 7%

Video 4%

Shopping/transacting
3%

Other 14%

Social/messaging 39%

Source: IPA Touchpoints, Wave 6 (April 2016)




Reaching UK adults
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Reaching UK millennials
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Reach in Canada
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Canada video consumption 2016
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TV has become more effective
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Online video makes TV more effective
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TV is best for market share growth
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TV + Online video in synergy: Snickers

lBA Source: Snickers IPA case study 2016
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TV + Online video in synergy: Snickers
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Short-term data can be misleading
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Short-term data flatters Search
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Short-term data flatters Social

Social in the short term
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Short-termism in action

Short-term Share of budget % Long-term

Video-based
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4. Communications budgets matter
more than ever
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Owned & earned amplify paid effectiveness
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You need Paid media to generate Earned media
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TV as a driver of earned media: 3
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TV as a driver of earned media: 3
@ We're sorry.

/ Three.co.uk
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TV as a driver of earned media: 3
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SOV is getting more important

14% -
G
(o) 0,
o 12% - 12%
°
n 10% -
>
L o
T S 8% -
gc—u 6%
28 9
X O
v > g9 -
<
3 2% -
o7
NS 0% - !

1998-2006 2008-2016

1P Peter Field
Source: |IPA Databank Al b oo Sy




5. Fanatical pursuit of ROI
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The conflict between ROI & Profit

Top drivers of profit Top drivers of ROI
T

No. VL biz effects 64% VL activation effects 23%

VL Sales gain 40% VL profit 15%

VL mkt share 23% No. brand effects 8%

No. brand effects 23% VL Sales gain 8%

VL penetration 21% No. VL biz effects 7%

VL price 18% VL price 4%

VL loyalty 17% VL mkt share 1%

VL activation effects 15% VL loyalty -1%

ROI 15% VL penetration -3%

Not significant

Ip Significant at 95% confidence Peter Field
Source: IPA Databank, 2008-2016 cases  Significant at 99% confidence Marketig & Commurications Siratogy




Focus on ROI promotes activation

High ROI Share of budget % Low ROI

Channel
share for
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Focussing on ROl leads to budget cuts
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ESOV has been falling

14% - —=ESOV all

12% - —==ESQOV long cases
10% -
8% -
6% -
4% -
2% -

O% I I I I I |
2006 2008 2010 2012 2014 2016

1P 10 years ending Peter Field
\/A Source: IPA Databank, 1998-2016 cases Markeling & Communioations Sirategy

Ave ESOV




Adding value instead of cutting cost:
Guinness
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Adding value instead of cutting cost:
Guinness
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Adding value instead of cutting cost:
Guinness

Price Elasticity - Guinness Draught - On-Trade
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6. Emotional brand building is key
to long-term growth

‘Timely and relevant offers’ only
drive short-term sales

Peter Field
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Emotional campaigns build stronger brands
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So emotions are more profitable

35%
30% -
25% -
20% -
15%

10%

YA
X
|

Very large profit effects

0%

Rational Emotional
Communications model

1P Peter Field
Source: |IPA Databank e N




Emotions are more efficient
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Short-term data can be misleading
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7. The 60:40 rule still applies

Don’t overweighting activation
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Balancing brand and activation for
best success

Very large share growth cases Most efficient cases
Channel share for

brand-building

objectives
62 ® Channel share for 64
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Strongest brand-building cases Very large profit growth cases
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Short-termism in action

Short-term Share of budget % Long-term

Channel
share for
brand-
building
objectives
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share for
activation
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Activation levels have exceeded optimum

Advertising spend split, 2000 Advertising spend split, 2016

m Share of display

m Share of direct
response

Source: Enders Analysis estimates based on AA/WARC

ENDERS| Advertising effectiveness-marketing and long-term business benefits [ May 2017]



Brand TV is under-funded
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Social is Fully-funded
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Search is over-funded
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UK Search spend is running out of control
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Canadian Search spend is also running out of
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Conclusions

We need to return to a more balanced perspective on
long vs. short term objectives.

Ensure broad reach for long-term success

The activation/brand-building pendulum has swung
too far towards activation. Remember the 60:40 rule.

Invest in SOV for growth: dial up brand-building instead
of activation. Value video over non-video.

Design campaigns and evaluation for long-term effects
Thank you




