Accountability Matters !
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Marketing accountability is hot ! Marketing’s focus has been
heavily tactical, and disconnected from the CEO Agenda

CEOQO Areas of focus Marketing Director’s Area of Focus
Top Line Growth 52% Branding Guidelines 83%

Speed, flexibility, adaptability 42% Counsel Divisions 52%

Customer loyalty & retention 41% Share best practices 52%
Stimulating Innovation 31% Develop capability 47%

Drive growth 46%
Drive CEO Agenda 37%
Drive innovation 35%

ono ANA/Booz Allen Hamilton Marketing Organisation Survey 2004
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Reasons cited for Pressure on marketing — ANA survey

O Measuring marketing performance is difficult

B Marketing not appreciated by senior leadership
O Marketing not appreciated by business units

B Other

8%

51%

ANA/Booz Allen Hamilton Marketing
Organisation Survey 2004

If we can solve marketing performance measurement, we get rid of half of
marketing’s problems! And hopefully increase the appreciation of marketing
by business units/senior leadership, reducing reasons #2 and #3 !
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Accountability matters !

* Brands spend large amounts of marketing money

» They and their agencies nee dito b&mor_e accountable for this
money, and how it iS spente, .

 There’s a need to spend behind Campa?gns, and media that are
MORE effective, to get a “bigger bang for our buck”

e But you can only be - ective by measuring (properly)

— "If you don't measure: {, it will not improve; if you don't monitor it,
it will get worse” ANON

— “Insanity — doing the same thing again and again and expecting
different results” Albert Einstein_

—
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If you can be accountable WITHIN a brand’s marketing

If you do this for all your key brands

* |n all your key markets/ch

=/ N
* You can then OPTIMISE deployment of your company budgets
behind brands — Portfolio management

* You can take a . dget and have a robust way of

BUDGET ALLOCATI@iby country

e OraUK t and have a robust way of BUDGET
ALLOCATION by region (assuming you can get good regional
data) .

ey

—
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What do we mean by measuring properly ?

1. Measure the “volume” — used to be called audience
measurement - ideally also the share of sector
communications volume

2. Quantify the per-item volume cost, and note the fixed costs of
using each communications strand (production, cost of entry
etc)

3. Measure the effect on the brand’s sales and profits

4. Calculate Revenue return, and true ROI (based on gross
margins)


http://images.google.co.uk/imgres?imgurl=http://www.bigfoto.com/sites/galery/photos1/measure.jpg&imgrefurl=http://www.bigfoto.com/miscellaneous/photos-01/&h=784&w=1183&sz=126&tbnid=sSgqn4RjCfYVIM:&tbnh=99&tbnw=150&hl=en&start=1&prev=/images%3Fq%3Dmeasure%26svnum%3D10%26hl%3Den%26lr%3D

Measuring the volume — it used to be so easy! 1.
Traditional media

Newspaper | Magazine Radio Outdoor
advertising | advertising advertising advertising
Record of spend? | Yes Yes Yes — Yes
advertising
No - promos
Record of Estimated Estimated Zom 6mth  Estimated Estimated
. audience. Assumes
|mpactslvo|ume from 6mth read at copy date from 3mth from annual
audience audience traffic survey
Record of sector Yes - NMR Yes - NMR Yes - NMR Yes - NMR
spend ?
Record of sector | NO No No No
impacts/volume?
Data available by | Only by applying | Only for ITV, Yes — building = YES
region ? regional reader | 4 1o an up from station
profiles i
extent profiles
Quality score S S 4 5
Usual frequency Weekly Monthly Weekly Weekly
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Measuring the volume — it used to be so easy! 2.
Traditional TV + emerging TV/Sponsorship channels

= OMD
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TV TV program Ad funded Product Sports &
advertising | sponsorship  programmes placement event
sponsorship

Yes at stations - at stations - at stations - | Only via trade
not public not public not public comment

Yes — By matching By matching By matching | No

measured for | vs progs only  vs progs only  vs progs only

main stations

Yes - NMR No No No No

With difficulty | No No No No

From DDS

Only for ITV, | Only for ITVY,  Only for ITV,  Only for ITV, | No

C4to an C4 to an C4 to an C4 to an

extent extent extent extent

8 3 2 2 0

Weekly Weekly







Today The Consumer Is In Control

CONSOLIDATION




Consolidation

Facilitated by technology (of course) and driven by the onward march of
capitalism and globalisation, economies of scale have encouraged the
agglomeration of businesses.

* Proctor & Gamble now controls over 20% in the Beauty and Household Care
sectors and 36% share in the Health, Baby and Family Care sector

 Amazon recorded revenues of $6.9 billion during the fiscal year ended
December 2004, an increase of 31.5% over 2003

* Google and Yahoo! account for 35% of all internet searches

* the number of brands advertising on UK television has declined by 30% over
the last 15 years

* the top 3 media agency groups now account for towards two-thirds of all
media expenditure world wide
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Atomisation - Brands

The scale economies created by the concentration of business and
technology have been the spur to a massive explosion in market offerings.

It is now possible to deliver an almost endless number of variants to market
Marketers try to match the benefits and price of each offering to the known
needs of an ever more specific consumer niche, as small a niche as it’s
economic to serve - to the extent even of ‘mass customisation’.

Some brands have atomised into a range of su%tands serving discrete
subsets of the market: & 8

—And of course some markets have atomized — remember when cars were
either saloon or estate? Or, can you remember when music was rock, pop,
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Atomisation - Media

And even the last “broadcast media” are getting eaten alive as
ratings fall and new the new technologies threaten to irradiate
some of the existing commercial opportunities.

Nowadays, most Western European countries can turn on the
television and choose from a variety of different channels. In the
UK, from 3 to 300+ in 25 years. And TV itself has changed...

80 Million homes in US

70 —
o0 / /
: —

30 //
20  ——
10 /
0 : : . .
2001 2002 2003 2004 2005
—*— Video on Demand Personal Video Recorder ~*= Enhanced TV
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Convergence

As the bandwidth becomes available many specialised technologies will

become powerful enough to perform multiple functions across multiple media
formats.

We can expect to see the PC and TV brands fighting over this new territory,
along with the Games Console brands, which are really just specialised
computers. As the Apple iPod has given us almost complete control of our
music collections, so new devices will do the same for video based formats
and interactive content.

The Convergence Prize

PC Heritage

i
et

True convergent device'_'_'_'.-a = |
- " Wil ik
F - samapueEi
L
S : . —— - 1 )
= |
‘ @ i "_--;_-'_ it

Console Heritage
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Convergence

Already on the drawing board are devices that can store entire music
collections, hundreds of hours of high definition TV content, a million digital
photos, the ability to record seven TV shows at once, access to countless
online radio and TV stations as well as Pay-per-Play access to just about
every song ever written. A couple of years after they come to market, these
capabilities will fit in your pocket.

We can expect to see unprecedented levels media business convergence,
some through M&A, as for example in the case of the coming together of
AOL and Time Warner. This mega US corporation reports an annual income
of $9.8billion — generated from dozens of media brands organised in a multi
tiered structure: BOL Time War

Metrics



Convergence - Content

In the digital world, the boundaries between media are less distinct. In
the UK more people listen to Digital Radio via their TV or PC than via a
radio. In this world, the content becomes of even greater significance to
them than the channel.

—In the high bandwidth networked world the value chain changes.
Content can be sold directly to consumers, the artistic and technical
talent of performers and production companies will benefit:

A new entertainment value chain

—Advertisers will have the opportunity of entering this new value chain,
for instance by direct funding of content. This is already happening in
many markets

= OMD
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Convergence - Culture

In terms of brands, the facts are impressive: the triumph of the big
global/regional brands in Europe — whether in fashion, fragrance, coffee
or beer - is almost absolute.

But to what extent should we expect this appetite to be translated into the
actual media that are consumed — especially when media is often the
primary expression of an individual country’s unique culture?

Consumption of the big media types varies significantly within Europe,

though there are some zones of similarity:
The Media Map of Europe

Media Index

Luxembour
S Ireland 9

Estonia

Slovenia
France UK

Belgium

N

Audiovisual medi

elpaw 1uld

Future Foundation, 2004 KEY:
Media Index = the measure of total volume of media consumed by
each country. The horizontal axis represents the bias towards
audio — visual versus print media.
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Key Consumer Insights from recent research

Tolerance of advertising declines as
medium becomes more personal

For brands to use these new media, they must
engage, enable, facilitate - to increase
relevance & therefore acceptance



to est




Key Consumer Insights

Consumers don’t stop using traditional media, they
add e-media to their personal media mix

Brands must increase linkage of messages across
media to “surround the consumer”


http://images.google.com/imgres?imgurl=http://stock.kriegsnet.com/data/media/17/chain-02_preview.jpg&imgrefurl=http://stock.kriegsnet.com/details.php%3Fimage_id%3D394&h=263&w=350&sz=50&tbnid=u75ZWi45jIYJ:&tbnh=87&tbnw=116&hl=en&start=19&prev=/images%3Fq%3DChain%26svnum%3D10%26hl%3Den%26lr%3D%26sa%3DN
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http://www.nimiq.nl/Screenshot NIMIQ 0.9.2

Horrendous measurement implications — how do we
measure the impacts, so we can measure the effects?

Online Online Online Digital Out Mobile
advertising search affiliations / | of Home advertising
partnerships | interactions
Record of Yes At host level No At contractor | At host level
spend? only e.g. level only only e.g.
Google Vodafone
Record of Yes At host level No At contractor | At host level
impacts/volume only e.g. level only only e.g.
Google Vodafone
Record of sector | Yes - NMR No No No No
spend ?
Record of sector | Yes — NMR No No No No
impacts/volume?
Data available by | No No No No No
region ?
Quality score Monthly only |0 0 0 0
Usual frequency |3
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Melfrics

22




Where are brands on the traditional vs holistic media
mix approach ? A US mapping

[1)

It

Fast Food gy
. SEARS [y,
Retall
Beverages !Mga Gzl
Telecom Sprint ) verizon
5E

Packaged Goods v %-

“Traditional” Holistic
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http://images.google.com/imgres?imgurl=http://www.bryan-collegestation.org/images/Restaurants/Burger%2520King%2520logo.JPG&imgrefurl=http://www.bryan-collegestation.org/Restaurants.aspx%3Fmain%3D638-pnl0Item0-7%26id%3D50&h=142&w=150&sz=19&tbnid=3BBVfvOOik8J:&tbnh=85&tbnw=90&hl=en&start=6&prev=/images%3Fq%3Dburger%2Bking%2Blogo%26svnum%3D10%26hl%3Den%26lr%3D%26sa%3DG
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But we're talking baby steps, not wholesale change.
TV is not dead, it’s just not the default (so super-
dominant) medium anymore

Media 2002 2006
Television 95% 78%
Print 4% 12%
Radio 0% 2%
Digital 1% 5%
Place-Based 0% 3%
100% 100%
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Three golden rules for New Communications
Platform planning

 Encourage these channels to Grow up!
* Experiment seriously

« Be Brave, but not Reckless


http://creative.gettyimages.com/source/Search/45','2','

Challenge for new media — “ Grow Up”...

... IS to develop gravitas, trust and accountability, rather than fluff/novelty
value

~~  PROVE IT HAPPENS

Media Quantify the audience
owner_s Measure consumer OTS by week
& Media . :
: Measure competitor and total channel size
agencies
the same way
~—
PROVE IT WORKS
" Then prove the effectiveness on
Clients’ busine_ss,_ indepe.ndently and |
Effectiveness synergistically with mass media

Consultants
Don’t just rely on response/click-
thru as this seriously understates
the effect, and or/ignores the halo
\__¢effect of brand/mass media...

- It's not iInstead of, it's as well as...

Metfrics 2



Serious Experimentation !

o

TR
¥

)
F
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Do it at registerable levels (maybe by
focussing on a segment of the consumer
market — an audience, a region)

For long enough to make a difference —
one-offs are much more difficult to prove
effects

Either be able to separate in pattern from
other activities, or accept that you will
evaluate a holistic campaign, to which this
channel has contributed

MOST IMPORTANT: Set up all of the
* measurement of exposure over time
e Success criteria

 Holistic and robust evaluation
methods upfront

27



Be brave but not reckless !

* Reserve 10% of your communications budget each year
* Allocate 8.5% to serious experimentation in new comms channels
* 1% to evaluating their and other comms marketing on your business

* 0.5% on benchmarking and learning from competitors in your and other
sectors, not necessarily in your geography.

« This way, you can be sure of increasing marketing ROI
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Learning from others — the benefits of
benchmarking ROI



Across 200 UK brands, we can report profit ROI per
£ invested.

8.00

7.00

6.00

5.00

£
RO 4.00

3.00

2.00

1.00

000 I I I I I
Profit ROITV  Profit ROI Profit ROI Profit ROI Profit ROI Profit ROI
Newspaper Magazines Outdoor Radio Online

% of spend 56 11 12 13 6 2

In this medium
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But this is clearly an averag.

00

» Different sectors react differently —

for instance Service brands have |
very different responses to FMCG .« u
brands |

« Different advertising activity works | —
differently in different media —

0.00

6.00 —

2.001— —

1.001— —

Brand vs Product promotion, new PIIROTY ol R0 pronol Pt it €0
news vs old news

 The ROIs change at different
levels of activity — there are | 5

response curves to each medium

 The media interact, for instance
for Service brands, Brand TV
generally makes Product/Direct A
response activity in other media
more effective e

th
o1

o
2

Profit ROI (£)
N

th th th
N

0 2 4 6 8 10 12 14 16
Media Spend (EM)

= OMD

Metfrics o



We can see synergies of other communications
channels with advertising media too...

ROI, TV vs sponsorship

TV only, no
sponsorship

TV advertising and
tv sponsorship

TV advertising and
sport/event
sponsorship

TV adv, tv spons
and sport/event
spons
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Our results vault also informs on the ROI potential of
multi-media campaigns

Revenue ROI by media usage

vd
Brands Brands Brands Brands
using one using two using three using 4+
medium media media media

= OMD

Metfrics -



And the carryover/half

All brands %
carryover per
month

TV 70

Newspaper |40

Magazine 35

Outdoor 45

Radio 30

Online 30

= OMD
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34

TV effect lasts longer than
other media

This guides the phasing of
campaigns for optimal
effectiveness

But half-lives are very
different for brand vs
promotional activity....

And different for high
consideration vs low
consideration markets

And different for new
brands/news vs established
products



Learning from others — Case studies as
useful evidence of more complex effects



Case studies of Brand vs Product effects

1. Grocery Retailer
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Optimal levels of Brand vs Product spend, identified
for a grocery retailer

« Different regions opted in/out of “Brand” activity

* Brand/Image activity primarily ran on TV, though the cartoon
characters used in this activity also appeared in Press product ads,
and leaflets.

* By analysing at regional level, we could determine
— Direct impacts of the Brand TV activity

— Indirect impacts of the Brand TV activity — via changes Iin
the impact of the product activity

— Local pricing, economic, competitor sensitivities
— Relative effectiveness of different media by region

— Impact of store format and amenity changes, tested in
one particular region

« But still report and forecast a national picture

= OMD
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Media Revenue returns per £1 spent

Factor Regions with | Regions National
Brand TV without RROI
Brand TV
Brand TV £11.13 - £7.69
Product TV £5.04 £2.68 £3.96
Product Press £12.75 £6.31 £9.03
Product Leaflets £12.01 £6.33 £9.20

Brand TV delivers highest returns (though effect is

= OMD
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medium term rather than short term)




Media Revenue returns per £1 spent

Factor Regions with | Regions National
Brand TV without RROI
Brand TV
Brand TV £11.13 . £7.69
Product TV £5.04 £2.68 £3.96
Product Press £12.75 £6.31 £9.03
Product Leaflets £12.01 £6.33 £9.20

But Brand TV also makes Product activity more
effective — almost twice as effective
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Learning from others — Case studies as
useful evidence

FMCG — where the normal marketing mix
study will deduce ROIs that don'’t pay back !

How can you persuade a finance director of
the merit of advertising, with this evidence In

front of you ?



FMCG Case Study — Functional food

January 2006

Metrics



Modelling objectives

« Explore and understand all the factors driving sales,
with specific focus on:

— Marketing activity
— Distribution

Background
* Macrobiotics Is a fast growing sector

e Our client’s sales have been underperforming relative
to the sector

« Competitor marketing spend is ‘out gunning’ our
brand

= OMD
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A model was built to explain sales over time
and decomposed into their main drivers

EBase BTV — Campaign 1
TV — Campaign 2 TV — Campaign 3
BTV — Campaign 4 I Other Media and Sampling

Advertising accounts for 5% of short term sales
across the modelling period

t 1 "4 \

Sales

93% of the variation in sales
Is explained by the model

Time >
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Why does the brand have such a high base?

Base sales are sales that are not generated by short
term factors such as price promotions, in this case
they include:

— Long term brand health built up from:
 being first to market
e Long term advertising
— Repeat purchases
— Distribution (latterly sustained by a new variant)
— New product seekers

= OMD
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We can use the model to calculate the ROI for
TV — £0.50 — and compare it to other brands

Crisps Chocolate Cold Our Client Toothpaste Indigestion Bagged
launch Remedy Remedy Snacks

But this only monetises the
= OMD
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The impact of lower marketing investment...

Direct Effect on
Consumers via
Rate of Sale

Decreased
Demand

Low Marketing
Investment

Brand less attractive to retailer

>
Competitor brands more attractive
to retailer
Decreased
Sales

Decreased
Distribution

This system has been quantified using econometrics
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We created future planning scenarios ... including
Incorporating increased decline due to distribution loss

MAT 2006 Jan 2006 Jun 2007 Jan 2007 Jun 2008 Jan 2008 Jun 2009 Jan
Sector Growth Rate 12% 8% 6% 5% 5% 3%
MAT 2006 Jan 2006 Jun 2007 Jan 2007 Jun 2008 Jan 2008 Jun 2009 Jan

Media Spend Constant 100 100 100 100 100 100 100
Sales Prediction 100 99.6 98.9 98.5 98.5 98.5 98.5

Sales Prediction
Incorp. Dist. Decline

100 94.8 914 88.8 87.3 85.8 84.7

MAT 2006 Jan 2006 Jun 2007 Jan 2007 Jun 2008 Jan 2008 Jun 2009 Jan
No Media Spend 100 0 0 0 0 0 0
Sales Prediction 100 93.7 873 817 769 724 724

Sales Prediction
Incorp. Dist. Decline

100 86.6 /5.7 664 59.0 51.9 511

Cutting media spends means that sales will halve in
= OMD three years, due to delisting. We can monetise this
Metrics and hence create ‘d positive ROI for media



So why wouldn’t every brand use marketing mix
models ?



Seven Excuses — or reasons why not...

1.

Measurability of media impact. If you're using media that
aren’t well quantified, you won’t be able to quantify their effect on
the business

Addiction to Direct Response activity — because of the
ease of measuring an (but not the) effect — Direct Response is
measurable, so we do more DR activity....

“welded to the past” internal procedures — “let’'s do what
we did last year”, “We always put 85% of our money in TV”

Creative agency desired fame and creative proficiency
(no-one ever got an award for a b&w press ad)

Lack of data in the business (seriously limp excuse)

Econometric analysis can be difficult to interpret
correctly, complex, time-consuming and expensive

Techno-babble, lack of transparency, lack of firm
findings and strategic guidance from your
econometrics consultancy

= OMD
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"He that is good for making excuses is seldom
good for anything else." Benjamin Franklin

It is not only what we do, but also what we do not
do, for which we are accountable." Moliere

© Original Artisgt
Feproduction rights obtainable fram
wenrwy CartoonStock.com

A B C CONSULTANTS, INC.
1 ' A

Excuses

1to5

Excuses
6 and 7

"IVe're recommending a visky strategy far your conipany,
so I'd appreciate if von paid before you leave.”

“| see the gist of your report is that we should take
on more consultants.”
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