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Synopsis
Advocacy is crucially important in building brands, Social Media less so.

Advocacy is vital in building brands. Advocacy is the litmus test on the strength of a brand -
the number of customers — Advocates - that go out of their way to “sell” a brand to other
people is the ultimate measure of brand equity. Companies therefore have to devote
resources to improving the number and involvement of Advocates of their brands. Most
word-of-mouth recommendations still occur offline. Sales and marketing activity CAN drive
Advocacy.

Market research can reveal the key factors that are driving Advocacy. Very importantly
surveys identify WHY customers recommend a brand. This is crucially important - if we know
what triggers word of mouth recommendation we know what is really important to
customers, and we also know what to do to convert more customers into advocates.

Social Media is fast becoming a major element of marketing programmes of corporations,
some are now devoting over 50% of their marketing budgets to Social Media.

However research indicates that Social Media is not effective in building brands. There are

very few success stories and many failures. Social Media is mainly accessed by young people
i.e. under 35. It is not appropriate for the older generation which is the KEY sector for many brands.

However Social Media can be important as Advocates form a very important community
that can be developed to provide a very important platform for a company to use for
developing customer engagement and feedback, research, concept testing, promotions, PR
etc
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A. Advocacy is Very Effective in Building Brands

1. Advocacy - The Best Measure of a Brand

Advocacy is the litmus test on the strength of a brand - it identifies the percentage of customers
that have actually recommended a brand by word-of-mouth in the past year. In today’s highly
competitive markets customer satisfaction and loyalty are not sufficiently robust measures. It is just
not enough to have very satisfied customers to drive business growth; a business needs very
satisfied customers who will frequently and consistently speak in favor of the brand, both online and
offline. Thus the number of customers that go out of their way to “sell” a brand to other people is
the ultimate measure of brand equity. To identify ultimate brand strength therefore we identify the
percentage of the current customer base that spontaneously recommend a brand to
friends/family/colleagues brand i.e who are “Advocates”. This information is then benchmarked
against the competition.

The importance of Advocacy is evidenced in the following chart that shows that the best brands
achieve high brand scores and significant levels of Advocacy. Apple shows what can done, it is seen
as an outstanding brand, it achieves a high Perceived Quality rating of 83.4 but also a massive 42% of
customers have spontaneously recommended Apple to their friends/family/colleagues. Lexus is not
seen as the best brand but has developed strong engagement with its customer base such that
almost a third of them recommend Lexus.

Google is seen as a very strong brand but only 23% of its customers are Advocates
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And Advocacy is relevant in all business categories. In some sectors, notably Food & Drink, Media,
Beverages and Travel it is crucially important.

Advocacy Works in Every Category
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Most word-of-mouth advocacy is positive. A survey by Keller Fay Group revealed that 63% of brand
references are positive, seven times the number of negative comments (9%). Positive WOM also
carries more credibility.

Research has also shown that companies can drive Advocacy. The Chart below shows that 1 in 2
brand recommendations are stimulated by external influences. To develop high Advocacy scores
obviously requires a company to deliver first class products and services but the marketing and PR
departments can play a significant role in this process.
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What Prompted Advocacy?
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Advocacy doesn’t occur by accident, something significant has to happen to persuade customers to
voluntarily recommend a brand to their friends, family or colleagues. A key objective of research,
therefore, is to highlight the key factors that are driving Advocacy. Very importantly we identify WHY
customers recommend a product or service. This is crucially important - if we know what triggers
word of mouth recommendation we know what is really important to customers, and we also know
what to do to convert more customers into advocates. This is a vital ingredient into improving
Advocacy.

Social Media Is Not Effective in Building Brands or Driving Sales

1. Is Social Media an Effective Marketing Tool?

The answer, quite simply is NO!

For the past three years, the marketing world has fallen under the spell of social media. It is
presented, almost without exception, as the new frontier of brand communications. Marketers are
bombarded on a weekly basis with countless examples of the growing use and popularity of social
media. At the same time, traditional media channels are given less coverage than they deserve even
though the opportunities and outcomes across radio, outdoor, sponsorship and the rest are
proportionately far more important. Social Media is fast becoming a major element of marketing
programmes of corporations, some are now devoting over 50% of their marketing budgets to Social
Media.

“We have made digital our priority - it is now 50% of our marketing budget and combines PR with
social media” Susan Helstab, Executive VP Marketing at Four Seasons Hotels and Resorts



CAP Strategic Research

Yes, there are some astonishing success stories from consumer goods, B2B and services marketing.
When social media works it is an impressive and impactful brand building tool.

But for every amazing social media campaign, nine or ten fail to justify their existence and the time
and resources would have been better spent on other forms of communication.

Arecent report from Deloitte noted that only 20% of the apps produced by major consumer and
healthcare brands were downloaded enough to actually be measured meaningfully in its analytical
survey. While Deloitte did record some remarkably effective apps, it observed that such successful
case studies were “fleetingly rare” and likely to decrease in the future as the number of apps
continues to grow.

This kind of more accurate and representative perspective on social media is hidden behind the
biased and superficial coverage it usually enjoys. Time and again we are told about brave new social
media initiatives being launched. What we aren’t updated on is how poor most of these campaigns
turn out to be in terms of their impact.

Best Buy’s then managing director of online DeVere Forster said back in January 2010 that Facebook
and Twitter would be used to launch the new retailer in the UK. Eighteen months later what we
aren’t told is that Best Buy UK has managed a paltry 15,000 Facebook likes and 5,000 Twitter
followers.

Last year, automotive brand Seat was also bullish about taking its latest ad campaign into social
media. National communications manager Rob Taylor even told Marketing Week he believed it was
logical to “marry the obvious appeal of our character to the phenomenon of Facebook”. But nobody
later records the fact that - despite sales of 30,000 cars a year in the UK - barely 5,000 people like
Seat UK on Facebook.

And when Ben & Jerry’s announced it would drop email in favour of social media last summer, senior
brand manager Vicky Willis justified the decision by pointing out that “developing friendship and a
relationship” with consumers is key for Ben & Jerry’s and “social media is the best place for that”.
But despite selling more than 1 million tubs of ice cream every month, only 5,500 consumers now
follow Ben & Jerry’s UK on Twitter.

Companies must also be aware that Social Media is mainly used by young people i.e. under 35. It is
not appropriate for the older generation which is the KEY sector for many brands. This makes it all
the more surprising that Four Seasons Hotels are devoting 50% of their marketing budget to Social
Media when probably 95% of its customer base would never dream of accessing Facebook or Twitter.
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Social Media can also produce real problems. Comments posted on the main Social Media platforms
are mainly negative rather than positive. People use Twitter, Facebook etc to complain about a
brand rather then advocate it. A survey by Millward Brown found that 31 per cent of people who had
used online communities, online contacts and blogs said they received negative brand opinions from
them. Positive recommendations about brands were far more likely to come from offline personal
contacts, who remain consumers' most widely used source of information when considering
purchases.

2. Social Media Doesn’t Drive Purchases

Many surveys have been undertaken to show that people do not use Social Media to buy products.
Users turn to social media to seek one another, not brands or products. The reports shows that
social media does not, in fact, drive purchases. Fewer than 5% of consumers “regularly turn to these
sites for guidance on purchase decisions... and in addition, only 16% of social media users say they are
more likely to buy from companies that advertise on social sites. Companies can easily alienate
customers by overt use of Social Media to drive purchases or derive sales leads. Users of these sites
have a proprietorial attitude towards Twitter, Facebook and resent the intrusion of naked sales
promotions.

Use of Social Media When Making Purchase Decisions
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Personal care products
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23%

Clothes or shoes ® “Sometimes” turn to social media

Groceriesor food “Regularly” turn to social media
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Cell/mobile phones and service

Prescription or OTC drugs

1
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3. Social Media and Customer Engagement

Currently about one-half of companies use social media to promote themselves through social media
messaging (56%), monitor trends among their customers (53%), and provide ways for customers to
interact with their company (52%). About one-third use social networks to research new product
ideas (34%), and about one-fourth advertise on social networks (27%).

However companies are becoming more aware of the dangers of using Social Media to sell products.

Shel Holtz, principal of Holtz Communication + Technology, warns against being too "salesy" when
companies engage potential clients in a social media environment. "l see it as a place to build
relationships, but it's not for direct selling. That's not what people want to receive on Facebook. People
are there to socialize, and if you can offer value though conversation, you can build relationships with
those customers. If you pitch them, they will ignore you, or worse."

Dan McCarthy, chairman and CEO of Network Communications Inc., says "The Holy Grail for a
marketer is positive word of mouth. If you can capture this, it is the highest means of converting
prospects to sales, and at the least expense. Social media is one way to supercharge and personalize
word of mouth."

Beth Harte of Harte Marketing & Communications also leans towards PR and the social value of
social media, arguing that: "Many see social media as merely a new toolset instead of the enabler that
allowed socialness to become part of business processes. Take marketers, for example. They think of
social media marketing as doing marketing using social media tools, instead of thinking about it as
helping enable social word-of-mouth in marketing."

Companies are now seeing the advantageis of using Social Media to more closely engage with their
customers and develop communities which can be used for customer engagement and feedback,
research, concept testing, promotions, PR etc. Above all companies are now realising that Social
Media, used in appropriate ways, can be very effective in developing Advocacy among customers.

The following table shows how companies currently engage with their customers.
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Channels Used for Customer Engagement

Company website | ) 75
E-mail #66%

Advertising ) 57%

PR # 57%
Telephone/call centre : ' | 549
Social media # 51%
Directmail |’ 1 49%
Affinity & partnership marketing 35%

Sponsorship J 30%
SMS/mobile 22%
Retail environment |° 1 22%

Store staff : 22%
Loyalty schemes |,  1|19%
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A major way forward is for organisations to develop online communities of their Advocates. These
people are “experts” in that they use the brand, like it so much that they actually “sell” it to their
friends and colleagues. They are a fabulous audience with which a company should engage. Using
Social Media companies can build very important platforms of Adcocates that can be used for
customer engagement and feedback, research, concept testing, promotions, PR etc

“Social media is going to remain an integrated part of Air Canada’s overall communication strategy.
Through Facebook, Twitter and online forums, we will continue to build an Air Canada community. This
is where we tested our new eUpgrade programme and, working with our social media monitoring
provider Radian6, we were able to measure sentiment and tweak the programme in response to
customer feedback. Using social media we were able to establish a dialogue around potential areas of
concern and to make changes to the programme in just a few days after launch to address customer
concerns”. Craig Landry VP Marketing, Air Canada

“We’ve reached out and engaged with Tetley’s target audience of housewives aged 25-55 and Tea Folk
has attracted 115,000 Facebook fans, of whom 75% are active users participating on the page in the last
month. We’ve been asking for ideas around content, merchandising and PR, and it’s great to have them
so willing to participate” Anand Gandesha, Tetley Marketing Manager
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ABOUT CAP STRATEGIC RESEARCH

CAP Strategic Research (CAP) provides market research services covering China, Hong Kong, Singapore
and other Asia-Pacific countries. We have a successful track record of conducting surveys in Asia based

on

(i) many years of living and working in the region

(ii) in-depth knowledge and experience of specific industry sectors and

(iii) providing strategic insights and “actionable” recommendations from senior executives who know
your industry, have extensive international experience and - very importantly - have an “understanding
of business”. We have over 25 years experience of conducting research for clients based in China, Asia-
Pacific Europe and the US. With offices in China, Hong Kong and Singapore we are ideally placed to meet

your research needs in Asia-Pacific.

For more information please contact:

Roger Thomas, CAP Strategic Research
Tel: +852 37508640
Email: roger@capstrategicresearch.com

Or

Keith Kong, CAP Strategic Research
Tel: +852 37508638
Email: keith@capstrategicresearch.com

Address: 1501-08 Millennium City 5, 418 Kwun Tong Road, Kwun Tong, Kowloon, Hong Kong
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