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Foreword from WFA

Ecommerce is now the fastest growing segment of the retail market in Europe and North America, with
the Covid-19 pandemic serving to accelerate in a matter of months levels of online sales that were not
originally expected until nearer 2025.

It’s a huge opportunity for growth and one of the hottest topics on the agendas of the WFA membership.
But as compelling an opportunity as this is, the new world order we’ve found ourselves accelerated into is
hard to navigate.

As we explore in this report, the level of inter-departmental integration needed by multinational business
to make eCommerce work can be hard to achieve. A plethora of partnerships, with both traditional
and emerging businesses are required. Ideally, sophistication with emerging market tactics, including
influencer marketing, shoppable media, social commerce, and others, are needed.

And all of this before it’s clear how profitable the eCommerce proposition will be for brands, and when it
may payback.

The perspectives, challenges encountered, and solutions deployed by peers can be instructive for
multinational brands looking for answers and inspiration. And, as ever, the WFA approach to supporting
membersinthis areahasbeentoexamine, connect, discuss, and workshop the challenges and opportunities
eCommerce presents to global advertisers.

We hope that the insights and recommendations

outlined within this new report provide valuable Matt Green
stimulus to help you further define, clarify, and steer Director,
your own eCommerce strategy, while helping you Global Media at WFA

maximise the chances of success.

@ dentsu




Foreword from dentsu

The eCommerce numbers' are huge. Worldwide retail eCommerce sales
will reach $6.2 trillion by 2023, representing 22.3% of total retail sales
- up from $3.3 trillion and 13% in 2019. In the US, eCommerce share
of total retail sales reached 15% in 2021 (just shy of the $1tn mark)
and will rise to 24% by 2025; whereas in the UK eCommerce already
represented 28% of total retail sales in 2021.

And the change is here to stay. A recent report? found that, since the
pandemic began, nearly half (46%) of UK consumers and 75% of US
consumers have purchased a product online that they had previously
only ever purchased in store. Crucially, 32% of all consumers surveyed
(60% in the US) said they expect to continue with their new ecommerce
habits in their post pandemic lives.

However, there are also reported concerns about the impact the growth
of eCommerce is having on the bottom line of traditional organisations?®.
These organisations are grappling with disintermediation and the costs
of direct distribution, returns and customer care as well as the consumer
expectation that online means lower prices.

Giventhegrowth seen,andtocome, and coupled with these fundamental
changes in both consumer behaviour and commercial pressures, it will
not be enough for organisations to simply reposition their brands and
continue as was. The consumer experience needs to be reimagined,

TeMarketer, 2021 eCommerce Report & Adobe Digital Economy Index, 2021
2 Retail Economics & Natwest, 2021 Retail eCommerce Outlook Report, 2021
3 The Shape of Retail: The true cost of on-line, Alvarez & Marsal, 2021

@ dentsu

new value propositions developed, innovative go-to-market strategies
implemented, and internal operations updated to enable and deliver the
changes, cost effectively.

The aim of this study is therefore to provide Marketing leaders with
actionable insights into how the Marketing and media functions can
take a central role in driving, enabling and successfully delivering this
growing eCommerce opportunity in the post-Covid world.

Specifically, the intention is to help Marketing leaders understand the
objectives for eCommerce within peer organisations and gain clarity on
the best practices that successful organisations deliver to accelerate
profitable growth via their eCommerce activities.

This report will also help readers understand how eCommerce success is
defined and measured, provide a view on the key actions and behaviours
needed within the organisation and highlight the barriers that stand in
the way of organisations achieving this success.

Nick Broomfield
Global Director & Client Partner,
dentsu international




Executive Summary

Strategy & Structure

eCommerce is already recognised as a key growth driver of organisation
success; however, it is still a small proportion of total sales in 2021/2.
While 6 in 10 respondents have seen double-digit growth in sales viaeCommerce
channels, for 44%, it represents less than 10% of all sales.

eCommerce is still largely managed through a fragmented and siloed
operating model and its leadership and ownership is unclear within most
organisations. Only 1in 5 of all respondents combine eCommerce into a single
function that manages sales and margin across eCommerce and traditional
channels.

A focus on eCommerce sales may be at the expense of Brand Health.
Respondents who attach high importance to eCommerce have inverted their
media spend, with 59% of spend focused on driving short-term sales.

Commerciality

There is universal agreement that eCommerce has driven revenue growth,
but the impact on profitability is less clear. Just 1in 5 of respondents were
aware of the impact on profitability from eCommerce and few organisations use
profit as a measure of success.

However, metrics are shifting from activity and volume to commercial
contribution as eCommerce increases in importance for organisations.
Only 14% of KPIs identified by respondents relate to the contribution eCommerce
makes to the bottom line. But this improves as the eCommerce maturity of the
organisation increases.

As omni-channel measurement capability grows, we see a shift to looking
at the impact of all media on all sales. By 2023, 48% of respondents expect
to have the capability in place to understand the impact of all media on all sales.
The foundations for ‘channel-less’ commerce are being laid today.




Executive Summary continued

Channels & Execution (Go-to-market) Barriers

Amazon is a critical part of any eCommerce strategy, but only one part and
not enough organisations have focused on developing formal plans and
partnerships with major retailers. Just over half (54%) of respondents have
‘established strong relationships with all relevant retail partners’ and ‘have Joint
Business Plans and appropriate processes in place’

Social Commerce remains an underutilised channel while Influencer
Marketing tactics are more common. Both will see major growth
throughout 2022. 69% of respondents are using social commerce to some
extent. Meanwhile, 48% agreed that they are adopting a strategy to identify and
use influencers and creators to drive awareness, traffic, and conversion. Both
tactics are expected to experience significant growth in 2022.

Shoppable media remains a tactic in pilot for most, with significant
room for growth into 2022. All respondents have trialled shoppable media
and we expect more brands to adopt this mechanic in 2022/3. An increase in
collaboration and integration of creative and media efforts will be required to
make the most of the opportunity.

The need to create new, or re-engineer existing, processes and the lack of
available resource (both resource levels and skillsets) are the key eCommerce
implementation challenges that organisations first have to overcome.

Organisations must then overcome operational barriers to deliver
eCommerce successfully. Top here are barriers related to distribution and
pivoting the operating model from a wholesale/retail focus, to a direct to
customer focus and the financial and logistical challenges presented by this
change.

Organisational challenges associated with eCommerce being operated
from within a silo are seen throughout this research, as are the challenges
with delivering truly integrated media planning.




About this Research

The study is based on a survey
of WFA members conducted in H2 2021.

The survey questions were developed between WFA,
WFA members and dentsu international, WFA’s strategic
partner for Marketing Transformation. This report has
also been co-authored by WFA and the transformation
consulting team within dentsu international.

The report is based upon survey responses from
41 companies spanning 13 industry verticals. All
respondents were in senior leadership roles, with 46%
in media roles and 48% in sales/eCommerce roles.

The report will provide insights on eCommerce in the following areas:

Strategy & Structure Commerciality

Channels & Execution Barriers to eCommerce success

In seeking to avoid doubt on the scope of eCommerce across respondents, we defined
eCommerce as follows:

‘ The online purchase of goods and/or services by the end customer,
including the ordering and purchase of goods and/or services at a ”
physical venue via electronic/digital devices.

In analysing what good looks like, it is useful to consider a measure of eCommerce capability
maturity to better understand the tactics and approaches used by more advanced organisations vs
those still developing their capabilities.

To this end, we have assumed that those respondents who stated they see eCommerce as “critical’
and ‘very important’ are our “Mature” group whilst those who stated they see eCommerce as
‘Important’ or ‘Growing in Importance’ are our “Developing” group.
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01 Strategy & Structure

i. Impact on sales

eCommerce is already recognised as a key growth driver of organisation
success but represents a small proportion of total sales in 2021.

In total 71% of respondents felt that eCommerce was either “critical’ (51%) or ‘very
important’ (20%) to their organisations. By 2023./4 this rises to 93%.

The pandemic has forced many organisations to accelerate eCommerce plans,
and it is not surprising to see 59% of respondents claiming double digit growth in
eCommerce share of sales vs 2019.

Q. How critical is eCommerce to the successful operation of your
organisation?
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However, in three quarters of organisations, eCommerce represents less than one
quarter of total sales. For 44% it represents less than 10% of all sales. Amongst
Consumer Packaged Good (CPG) organisations, this rises to 53%. This slower start
to embracing eCommerce amongst CPGs is also reflected at the higher end, where
two thirds of non-CPG respondents are realising more than 25% of total sales via
eCommerce channels.

Q. What proportion of your global consumer sales were via eCommerce
in 20207
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doubled growth growth
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01 Strategy & Structure
ii. Management

eCommerce is still largely managed through a fragmented and siloed CHAMPIONING ECOMMERCE IN THE CPG CATEGORY - L’OREAL CASE

operating model.
In 2021, L’Oréal again extended its digital lead: e-commerce grew by +25.7%,

A wide range of organisational operating models are currently being used to manage accounting for 28.9% of sales.

eCommerce across our respondents. Broadly, eCommerce is being managed in

specific siloed teams, normally within the Sales function, occasionally within the The Group has been able to make the most of its omnichannel strategy, with a
Marketing team. Only 1in 5 of all respondents combine eCommerce into a single clear revival in offline sales while e-commerce continued to grow, as seen on
function that manages sales and margin across eCommerce and traditional channels. Q12022 results.

Indeed, 28% of respondents state that traditional sales channels are managed L’Oréal’s eCommerce strategy contains several proven tactics, focused on
independently from a central eCommerce function, with each seeking to maximise O+0O acceleration: direct-to-consumer commerce via owned sites (which
its own sales and margins. The integration of online and offline sales channels is includes a dedicated focus on Search Engine Marketing), social commerce,
key to success, and we expect it to be a core focus of organisational transformation live-streaming shopping, subscription-based e-commerce, performance-
programs in 2022. driven e-tailer/pure-player partnerships, shoppable ad formats, virtual/AR

‘try-on’ technology (ModiFace) and personalised CRM program.

Q. Which of the following best describes the way eCommerce is
managed in your organisation?

Different functions are responsible managing “ , . . . . . . .
eCommerce and traditional sales channels, but under At L’Oreal, we think ‘dlgltal first’ in all our endeavours. The dlgltal world is
lear ‘rul f 7/ | d i . . e . . . . o o e o
VAP N 4 ST sl moving from digitalisation to virtualisation, and from digital transformation to
e / data transformation. In this world, our goal is to design and deliver the best and
eCommerce channels are managed collectively by a
single function, but this is different to the function the most responsible consumer engagement with beauty. 2021was aremarkable
responsible for traditional channels, with each of these .. . N .
functions seeking to maximise its sales and margin year for dlgltallsatlon, thanks to our talented community of experts. We drove

e-commerce further and we built deeper connections with our consumers—
through enriching beauty experiences. ”

A single function is responsible for managing sales and
margin across all eCommerce and traditional channels

for different eCommerce offerings . .. .
and each is managed independently Chief Dlglta| & Marketlng Ofﬁcer,
9 e
L’Oréal LOREAL

There are multiple functions responsible _ Asmita Dubey




01 Strategy & Structure
iii. Leadership & Ownership

eCommerce leadership and ownership are
unclear within most organisations.

We wanted to understand which senior leader within the organisation is
responsible for the eCommerce agenda and strategy. It was surprising to
see 26% of respondents select ‘other’. The comments provided alongside the
selection were informative. For some, “eCommerce is owned across multiple
teams/roles”, or “eCommerce is owned locally and not in a global role”, or
“eCommerce is owned by a more junior lead”.

This suggests that, for many, eCommerce is not seen as a strategic pillar that
needs to be driven (or at least co-ordinated) by the C-suite, but rather as an
opportunity to be pursued by individual functions or teams.

As may be expected, the CCO was the most popular at 26%, suggesting that
eCommerce sits firmly within the remit of the Sales team. Just 16% stated that
the CMO was responsible for eCommerce; in second place behind the CCO.
However, as we also found in the recent 2021 WFA/dentsu report on Marketing
Transformation, this is expected to grow. Amongst non-CPG respondents the
Chief Digital Officer was the second most common owner of eCommerce at
27% (just 8% in CPG).

Overall, leadership will vary by organisation type, but what is key is that a senior
role is in place with the authority and competence to make the changes required,
accelerate commerce capabilities, break down siloes and ensure an integrated
strategy is delivered across the wider business.

Q. Which senior executive does eCommerce report into?

Chief Commercial Officer

26%

Other
26%

Chief Marketing Officer

16%

Chief Sales / Growth Officer

Chief Digital Officer

Chief eCommerce Officer

Chief Customer Officer

Don’t know

1"
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iii. Impact on Brand Health

A focus on eCommerce sales may be at the expense of Brand Health.

When looking at which objectives media spend is directed against, the research shows a marked shift
away from Binet & Field’s 60:40 guidance* for effective brand building.

Organisations earlier on in their eCommerce journey (‘growing in importance’) are still investing
approximately 63% of their global media budgets in longer-term brand building. But those that already
attach a high importance to eCommerce have inverted their media spend, with 59% of spend focused
on driving short-term sales.

eCommerce

is important

or growing in
importnace

eCommerce
is of high
importance

B Proportion of GLOBAL media spend dedicated to building longer-term, future demand

Proportion of GLOBAL media spend dedicated to driving immediate short-term sales through any/all channels

Proportion of GLOBAL media spend dedicated to driving immediate short-term DIGITAL/eCommerce (only) sales

@ d e n t s u “Binet & Field - https://ipa.co.uk/news/binet-and-field-outline-key-formulas-for-brand-building-in-context

And those early-stage organisations expect to shift more
spend from Brand Building to driving immediate digital sales
in the future.

This suggests that, as organisations’ perception of the
importance of eCommerce to their business increases, so the
focus of their media investment shifts to support it.

This may not be entirely a decision driven by marketing,
however. Many marketers have experienced difficulties
convincing their CFO of the value of brand building, whilst
securing investment in Performance Marketing, with its more
immediate returns, has been easier. Add to this the CFO desire
to recoup the significant investment costs of setting up the
eCommerce infrastructure and it is conceivable that pressures
to shift media spend from brand to performance are building.

As Binet & Field point out, the balance we see in this research
may, in some circumstances, be appropriate once the six
contextual off-set factors are applied. However, it would be
prudent for marketers to revisit their Econometric models (if
they haven’t already done so) and review the overall impact,
both long and short term, of these shifts.
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02 Commerciality

i. Impact on profitability

Impact on profitability from eCommerce is not clear.

There is universal agreement that eCommerce has driven revenue growth, but only
24% say the same about profit, with this falling to only 17% of CPGs. Meanwhile 1

in 5 of responders were not even aware of the impact on profitability.

Q. How does the profitability of your eCommerce sales compare to traditional
channel sales?

24% 24% 24%

20%

7%

E

More profitable About the same Less profitable Don’t know Not applicable

Whatever the level of return, most respondents (65%) do agree that profitability is
an important measure of eCommerce success. It’s surprising, then, that relatively
few organisations are measuring this in connection with eCommerce.

Only 34% quote ‘profitability’ as one of the top three performance measures for
eCommerce, compared to 94% who include revenue and sales volume in their top

three metrics.

This may suggest a degree of complacency over margin and profitability
‘assumptions’ that may not hold up well to closer scrutiny.

@ d e n t s u S https://www.alvarezandmarsal.com/ sites/default/files/true_cost_of_online.pdf

Certainly, research by Alvarez & Marsal® found that, for several European companies,
the commercial strain from changes for eCommerce across operating model, supply
chain, delivery, and distribution, returns and customer service, all had an inverse
relationship upon pre-tax profit levels.
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Source: Alvarez & Marsal; *True Cost of Online’

The diverse views on the impact on profitability can perhaps be explained, at least in
part, by a lack of consistency in how the term ‘profitability of eCommerce’ is being
interpreted. Dentsu have seen significant differences in which costs organisations
include in their eCommerce contribution calculations. These range from, at one
extreme, the inclusion of all set-up and infrastructure costs, along with all fully
loaded operational costs, to, at the other extreme, simple marketing cost and product
margin, with most combinations in-between. So, it is not surprising to hear such
diverse views on the positive impact of eCommerce on commercial performance.



02 Commerciality
i. Impact on profitability

Metrics shift from activity and volume to
commercial contribution as eCommerce
increases in importance.

As expected, ‘Revenue’ metrics dominate what
organisations consider most important to measure
eCommerce. These were chosen as one of the top 3
metrics by 53% of respondents (and more if combined
with other revenue measurements, e.g. ‘Revenue by
Traffic Source, etc). Volume-based metrics are also
common (Sales Volumes, Site traffic Volumes, etc).

Metrics relating to the contribution eCommerce
makes to the bottom line are critical but were only
selected by 34% of respondents. And this drops to just
25% when looking at brands for whom eCommerce is
not yet of high priority.

As a next step, organisations would be advised to
review and align the metrics they use to track activity
against the strategic objectives they have set for
eCommerce.

“ While it is demonstrably
clear that revenue can be created
through digital, profitability is

another matter. ”

James Hankins
VP, Sage

Q. What are the 3 most important metrics you are currently using to track and optimise for your eCommerce? Please select 3 options.

Sales Conver- Sales Profitability

sion Rate Volumes

Revenue

Order Value

Number of Customer

Customers

Site Traffic
Volume

Revenue by
Traffic Source

Average

Lifetime Value Acquisition Cost

3% 3%

Number of
Positive Reviews

Number of Shopping Cart
Repeat Abandonment
Customers Rate

Customer Sales
Margin




02 Commerciality

ii. Measurement

Measurement is highly inconsistent.

As expected, all responders track and report their eCommerce activity, but only
25% of them do so in a joined-up way that looks at overall impact on total sales,
on and off-line. Furthermore, this is only something that occurs amongst more
advanced proponents of eCommerce.

Findings suggest an evolution in measurement as the importance of eCommerce
to the organisation grows. Measurement tends to start with a dependency on the
reports into purely digital sales provided by contracted partners. This reliance
reduces over time as control is taken in house, before extending the view of digital
only sales to consider the impact holistically across sales channels.

Q. Select the ONE statement which most accurately describes
your organisation’s approach to eCommerce sales tracking
and reporting?

B We control internally the reporting of all online sales

We obtain the majority or all of online sales reports
through contracted partners such as wholesalers
/retailers so have very limited reporting on sales levels

We measure online and offline sales together and use
this data to implement campaigns that will have the
largest impact across both channels

B Don’t know

Increasingly we see a shift to looking at the overall impact of media.

Currently, the basic approach to measuring media effectivenessis ‘within channel’,
looking only at digital media impact on online sales; a third of organisations are at
this point today. But of these, 90% expect to have advanced in their omni-channel
measurement capability over the next 3 years.

Those with the full picture (i.e. the impact of all media on all sales) is growing -
from 43% today to 48% by 2023. This will lay the foundations for ‘channel-less
commerce’ going forward.

How organisations judge media impact

All Media Contribution

43% TODAY
(rising to 48% by 2023)

soles ||v oL

33% TODAY
(falling to 3% by 2023)

sajeg auljuQ Ajup oL

Only Digital Media Contribution

The pertinent learning point and recommendations from these findings is that
organisations take time to:

1. Review the actual impact on overall profitability of their eCommerce activity
(including agreeing a financial value with finance for less tangible benefits
such as first party data acquisition).

2. Align metrics to strategy, particularly around the treatment of set-up costs
and cross-functional operating costs.

3. Identify margin improvement opportunities and develop plans that deliver

against them.
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03 Channels & Execution (Go-to-market strategies)

i. Channels

Not enough organisations have focused on developing formal plans
and partnerships with major retailers.

For CPG./Grocery brands in particular, the Covid-19 pandemic has had a dramatic
effect in driving online sales. WFA members have had to accelerate plans for how
to benefit from the growth in sales and consider which online marketplaces are
most relevant. Whether they tap into Amazon, Walmart.com, Instacart, Tesco.
com or another marketplace, traditional retail is no longer the only channel brands
should leverage to reach consumers and compete in this new economy.

However, just 41% of respondents state that indirect online eCommerce offerings
from contracted retailers/wholesalers are a ‘major channel’. And just over half
(54%) have ‘established strong relationships with all relevant retail partners’ and
‘have Joint Business Plans and appropriate processes in place’.

We expect to see this picture change over the coming months, as multinational
brands seek to accelerate the number of formal retail partnerships in place,
globally.

Amazon is a critical part of any eCommerce strategy, but only one part.

Overall, 59% of respondents now see Amazon as a ‘major channel’ for theireCommerce
efforts, reflecting the explosive growth in the channel over the past few years. This is
particularly true of the CPG category where this number rises to 72% (vs just 20% for
non-CPG).

Given the growth potential of Amazon, and the burgeoning range of promotional,
targeting and media opportunities available across the platform, there is, of course,
a significant opportunity to develop a formal strategic partnership as part of an
organisation’s overall eCommerce (and broader media) strategy. However, the
Amazon partnership should be developed as part of a broader partnership strategy,
based on an understanding of sales volumes.

Looking beyond Amazon at ‘other pure-player’ online marketplaces, we see that 67%
are using such partners, suggesting a targeted approach to identify the most popular
and relevant partners to drive incremental eCommerce sales.

Q. Which of the following channels are major, minor or not used for your organisation’s GLOBAL eCommerce sales?

B Major channel for us 59%

Minor channel for us 415
°  38%

I We don’t use
Don’t know 21%
15%

15%
6%

67%
59%

46%

36%
28%
21%
15%

10%

)
8% 5%

3%

Indirect online offerings through Amazon

contracted wholesalers/retailers

@ dentsu

(e.g.

Other pure-players / resellers D2C Social Commerce

Alibaba, Lazada, Mercado Libre, etc.)
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i. Channels

AMAZON GROWTH CONTINUES TO BOOM, ALONG WITH THE OVERALL MARKET Owned D2C offerings are a major go-to-market
route outside of the CPG industry.

Amazon’s US ecommerce sales will grow by 15.3% in 2021to $367.19 billion after a meteoric 44.1% 36% of organisations highlight that an owned direct-to-

rise in sales during 2020°. Ecommerce sales at many of Amazon’s competitors (including Walmart consumer (D2C) eCommerce offering is a major channel for

and Target) are growing faster, but Amazon’s sales are still growing faster than the overall market.

them, with a further 46% indicating it as a ‘minor channel’.
Its share of US ecommerce sales increased from 39.8% in 2020 to 40.4% in 2021.

15% say they undertake no eCommerce activities at all via

In the US CPG industry, in 2017 Amazon had a 43% hold on CPG e-commerce’. In 2021, that figure an owned website. However, there is a marked difference
had fallen to 39% as competitors like Walmart tripled their share to 6%, Instacart doubled in size betwe.en 'sectors., with over S times as ‘many non-CPG
to 8% and healthy share growth was seen from the likes of Target, Kroger & Chewy.com. organisations citing owned D2C as a major channel than

CPG businesses.
Looking at US Grocery alone, Walmart led the way in 2020, garnering a 32.1% share of U.S. online

grocery sales for the year®. Amazon was in second place in 2020, with 28.9% of online grocery Some CPG organisations have successfully invested in
sales. Kroger, the largest standalone grocer in the United States, was a distant third, with a 12.6%

owned, transactional websites when a specific consumer
share of online grocery sales.

need is being addressed (e.g. Heineken’s portfolio

3 $ 2, H H
In the UK, Amazon is set to overtake supermarket giant Tesco to become the UK’s largest retailer Beerwulf” shop, Nestle’s Purina.co.uk pet care offering).

in the next four years. According to research from Edge Retail Insight®, Amazon’s gross sales are And .giv?n the impending ‘cookieless \fvorld’, many
forecast to top £77 billion by 2025 (£36bn in 2020), outpacing the UK’s current largest retailer organisations are also focused on D2C offerings to better
Tesco’s predicted £76.1 billion (£64bn in 2020). own the consumer relationship and support first-party

consumer data collection objectives.
In online grocery, Tesco is number 1 by far with a 30.7% market share ahead of Asda at 17.6%,

Ocado at 15.3% and Sainsburys at 14.4%. Amazon lags behind, but in the five years to 2025 Amazon
is expected to see a compound annual growth rate (CAGR) of 16.3%, compared to Tesco’s 3.5%,
driven by a rapid rise in grocery sales.

However, for most commodity CPG’s, it still makes sense
to focus eCommerce efforts with existing retail partners
and targeted online marketplaces.

¢ eMarketer, April 2021, https://www.emarketer.com./content/amazon-dominates-us-ecommerce-though-its-market-share-varies-by-category
d e n t s u 7 https://nielseniq.com/global/en/insights/analysis/2019/amazon-share-declining-amidst-online-cpg-sales-growth-is-now-the-time-to-double-down/
¢ https://www.digitalcommerce360.com/article/online-food-report/
? Edge Retail Insight, June 2021: https://www.chargedretail.co.uk/2021/06/02/amazon-will-be-the-uks-largest-retailer-by-2025/
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i. Channels
Social Commerce remains an underutilised channel, but is predicted to see major e
growth in 2022.
The global social commerce market is estimated to grow to $604.5 billion by 2027 (31.4% CAGR from “ We are accelerating our sales and
2020). With such huge growth it was not surprising to see that 69% of all respondents are using social marketing digital transformation with even
commerce to some extent, although only one in ten see it as a ‘major channel’. greater purpose and determination. We

plan to take (e-commerce) sales from about
Following the explosion in live streaming that originated and boomed in China during the pandemic 13% in 2020 to 25% by 2025. Our marketing
lockdowns (e.g. Taobao Live), we expect to see significant growth in this channel in 2022. Similar solutions investment spent online will go from around
are now available from Facebook Shop, which now offers businesses the opportunity to live stream and 47% today to 70% in 2025. ”

feature products.

Bernard Meunier
In the US, 35.9%" of US internet users will make at least one social commerce purchase this year with Head of Strategic Business Units,
sales growing more than 35% to surpass $36bn in 2021. Facebook alone boasts 56m social commerce Marketing & Sales, Nestlé
buyers™. Expect this trend to continue and grow across platforms into 2022.

Gartner, in their ‘Predictions for 2022’ report™®, claim that by 2026, 60% of millennial and Gen Z consumers
will prefer making purchases on social platforms over traditional digital commerce platforms. This is a
nascent channel for the majority in 2021, with fewer than half of organisations having a dedicated strategy
for social commerce. But our experience is that social commerce is delivering encouraging results for
innovators, and we expect the growth trend to continue and grow across platforms throughout 2022.

=B
Nestle

2 https://www.insiderintelligence.com/insights/social-commerce-brand-trends-marketing-strategies/

0 https://internetretailing.net/mobile-theme/mobile-theme/global-social-commerce-market-to-reach-6045bn-by-2027-driven-by-massive-use-in-china-22428
T https://writersblocklive.com/blog/social-commerce-statistics/ #:~:text=By%20the%20end%200f%202021%2C%2035.9%25%200f % 20US%20internet%20users,is%20most%20popular%20in%20China.
d e n t s u 3 Gartner, Marketing Predictions for 2022 - Forging New Connections, https://www.gartner.com/en/marketing/research/gartner-marketing-predictions-trends



03 Channels & Execution (Go-to-market strategies)
ii. Execution tactics

Influencer Marketing tactics are being well used within mature organisations.

Overall, 48% agreed that they are adopting a strategy to identify and use influencers and creators to drive awareness, traffic, and conversion. This total (70%) is much higher
for non-CPG organisations. Similarly, mature organisations are 3 times more likely to be utilising influencers than developing organisations (74% vs 25%).

Q. To what extent do you agree with the following?

B Don’t know Strongly disagree Disagree B Agree Strongly agree

We are advanced in our use of search engine
marketing tactics to drive awareness and 19%
opportunities for eCommerce conversion

Our influencer marketing strategy specifically
identifies and uses influencers to drive traffic to 13%
ecommerce platforms in order to generate sales
We have a program of ongoing and tailored
communications (CRM) with previous purchasers 16% 16%
to actively influence repeat purchase and maximise
lifetime value

@ dentsu °



03 Channels & Execution (Go-to-market strategies)

ii. Execution tactics

Search Marketing is a key tactic, but with
significant room for improvement

Overall, it was encouraging to see almost three quarters
of organisations agree that they are well advanced
in using search engine marketing (SEM) to drive
eCommerce awareness and conversion.

It would appear that the CPG industry lags behind
other sectors with just 14% strongly agreeing vs 40%
of non-CPG.

To boost Vvisibility, we would recommend that
organisations consider developing a comprehensive
search strategy within the online retailers and
marketplaces. Existing SEO and PPC strategies focused
on the major search engines should also be reviewed, to
ensure the most appropriate balance of search spend.

Q. How often is shoppable media used?

Most of the time

@ dentsu

Shoppable media remains a tactic in pilot for most, with significant room for growth
into 2022

The trend to making traditional ‘push’ online ad formats more ‘shoppable’ in order to increase immediate
conversion within the ad format or media owner app itself, is one that has been growing at speed in the past
12-24 months.

More direct response focused interactive formats are being introduced alongside brand advertising that
encourage consumers to ‘buy now’ or ‘add to basket’ in real-time. For example, YouTube’s ‘True View for
Action’ video ad format, or Facebook’s ‘Commerce Manager’, or Snap’s ‘Dynamic Ad Solution’, where brands
can turn business profiles into fully fledged online storefronts.

This research finds that organisations are still in trial mode. All respondents have tried shoppable media, and
whilst 75% of developing organisations said they ‘rarely use’ it, this drops to just 20% for mature organisations.

We expect more brands to adopt this mechanic and, looking ahead to 2023, the % saying ‘rarely use’ drops
to just 9%. An increase in collaboration and integration of creative and media efforts will be required to make
the most of the opportunity, however.

Today
[l 2023 Projection

Sometimes / Ad hoc Don’t know
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ii. Execution tactics

CRM programs are a clear strategic growth driver, but only for more
advanced organisations

Overall, 64% agreed that they engage in a program of ongoing and tailored
communications with existing customers. This is surprisingly low given the levels of
value that such programs have been proven to deliver in terms of ROIl. There were
interesting differences across sectors with 90% of non-CPG saying they use such
programs, versus only 54% of CPG organisations. With repeat purchase becoming
increasingly important in eCommerce profitability and sustainability, the lack of
emphasis and corresponding CRM skills in CPG organisations is something that
many will need to address quickly if they are to succeed in eCommerce.

Considering eCommerce maturity, 79% of mature organisations utilise CRM
programs vs just 36% of developing organisations, showing the level of scope for
such businesses to develop a data strategy that can inform, and power tactics and
comms focused on driving repeat purchase from existing consumers.
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04 Barriers

i. Organisational & delivery

eCommerce organisational challenges

When introducing an eCommerce offering, the key
barriers that organisations first had to overcome were
typically the need to create new or re-engineer existing
processes and the lack of available resource (both
resource levels and skillsets). These were compounded
by a lack of funding and unclear ownership that created
conflicts and led to false starts. Additionally, 36% of CPGs
also had to overcome a lack of senior level buy-in (which
was not a barrier to any non-CPGs).

Those in local roles were more likely to suffer from a lack
of resource (71% v 47% in the centre), whilst those in
global roles were more likely to cite ownership issues than
their local colleagues - 59% v 36%.

Q. Thinking about when you first introduced
your eCommerce offering, please indicate the
organisational barriers you faced (if any).

i VAN T I H L
cectresouces | fT M M A =~
wroose VY Y M AT A A~
i VM A B

Unclear ownership 48%
of eCommerce

Lack of buy-in to 26%
eCommerce strategy

Other 13%

@ dentsu

* https://www.marketingweek.com/ecommerce-final-mile/

eCommerce delivery challenges

Having set up the operation, organisations then must overcome
operational barriers to deliver eCommerce successfully. Top amongst
which are those related to distribution and pivoting the operating
model from a wholesale/retail focus, to a direct to customer focus
and the financial and logistical challenges presented by this change.

As is often reported, winning the last mile is critical to the
commercial success of an eCommerce operation™. This is
particularly true for organisations experiencing disintermediation for
the first time as they grapple with implementing the infrastructure
and resource to handle direct to consumer distribution, customer
service handling and returns and the associated cost pressures in
the face of lower price points demanded by online customers.

CPGs were also more challenged with overcoming the impact
of eCommerce on their existing routes to market (distribution/
wholesale and retail partners) with 77% mentioning challengers in
these areas compared to only 40% of non-CPGs. This was also more
of a challenge for those organisations for whom eCommerce was
growing in importance (63% calling out ‘relationships with existing
retailers’ as a barrier), than it was for organisations for whom
eCommerce was already highly important (only 30% citing the
‘relationship with existing retailers’ as a barrier). This is perhaps less
surprising given the continued reliance on existing routes to market
for these organisations.

The other notable differences in ongoing delivery barriers are that
CPGs face more challenge with margins (45% identifying it as a
barrier, compared to 10% of none-CPGs), whilst non-CPGs struggled
with the focus of their website (40% compared to 18% of CPGs).

Q. What are the main e-commerce
delivery barriers?

Complexities in warehousing/packaging and distribution

Integrated Media planning and budgeting

Relationship with existing retailers

Reduced margins

Relationship with existing distributors/wholesalers

29%

Web-site focus and priorities

23%

Cross-border tax/regulations

19%

Consistency in branding and marketing communications

19%

Handling Customer Service contact

19%

Handling returns

10%

Damaged goods / wastage and fraud

10%
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ii. Integration & operating models

Marketing & Sales must align to overcome Integrated Media Planning
challenges

The one surprise barrier that was consistent across sectors and did not vary much
with eCommerce maturity, was that of integrated media planning and buying, with
more than 2 in 5 organisations experiencing challenges in this area.

This challenge tends to relate to structural issues around the responsibility for
eCommerce and performance marketing budgets. We would recommend that
organisations ensure they have clear business rules and governance in place to
ensure media planning and buying is co-ordinated to deliver the varied needs of all
routes to market.

Overcoming siloed eCommerce operating models rather than
technology is the bigger challenge

Organisational challenges associated with eCommerce being operated from within
a silo are seen throughout this research. Only 6% of organisations have successfully
integrated their online and offline channels to deliver ‘channel-less commerce’
where shoppers can move between online and traditional channels seamlessly.

68% of respondents have a common technology stack, enabling an omni-channel
experience. So, the issue here isless atechnology barrier than it is related to structure
and culture. Indeed - 48% of respondents identify a lack of clear ownership and 61%
claim lack of processes as barriers to their eCommerce implementation.

@ dentsu




Summary & Recommendations:

Strategy & Structure

e Understand to what extent your operating model is
integrating online and offline marketing efforts and
consider if changes need to be made to structure,
resourcing and role sort/s.

® Consider if a dedicated capability build program is
required to boost understanding and deployment of
your eCommerce strategy.

® Revisit econometric models to clearly define the
most effective/appropriate allocation of media
spend across brand building and performance (sales
focused) marketing.

® Ensure your data strategy is updated to reflect the
data collection, insight development and usage
opportunities afforded from your eCommerce
strategy and activities.

® Make sure shopper and marketing data is aggregated
and consolidated into one asset.

® Undertake a maturity assessment (e.g. Schema)
to clarify the depth and breadth of organisational
barriers that could impact eCommerce success.

Commerciality (Incl. Measurement)

e Define and calculate the actual impact on overall
profitability of eCommerce activity (including
agreeing a financial value with Finance function for
less tangible benefits).

@ dentsu

e Align definition of cost metrics to strategy,
particularly around the treatment of set-up costs
and cross-functional operating costs.

e |[dentify margin improvement opportunities and
develop plans to deliver against them.

Channels & Execution
(Go-to-market strategies)

e Review existing Search Engine Marketing (SEM)
strategies for inclusion of eCommerce objectives
and ensure retailer/marketplace search is a core
part of the overall SEM strategy.

® Develop a comprehensive managed test plan to
clarify the efficacy of all shoppable media tactics.

® Audit existing eCommerce performance across
channels and capabilities (retail readiness, share
of shelf, competition insights, media performance
etc.) to assess gaps and opportunities.

e Define shopper journeys across brands/categories
to identify the appropriate range of activation tactics
required to meet business objectives.

® Develop a joint Marketing & Sales Working Group to
ensure clear Joint Business Plans (JBPs) are created
with all relevant retail and wholesale partners.

® Ascertain the appropriate role for the Amazon
channel and develop a best practice partnership plan
utilising all relevant elements of the platform.

e Undertake an audit to identify the potential of all
relevant online marketplaces and create a clear
JBP with the highest priority online marketplace
partners.

® Clarify the role and value of the D2C channel.

® Develop a comprehensive social commerce strategy
as part of your overall eCommerce strategy and as
part of JBP’s with key social platform partners.

Barriers

e Before starting, organisations need to ensure
leadership are aligned on the objectives and that
funding is in place, along with sufficient resources
(with the right skill-sets), to address the key
processes that must be re-engineered.

e In setting up eCommere operations, organisations
must clearly define the role of eCommerce alongside
existing routes to market, with particular focus
on the implications on distribution, finances and
logistics presented by an online sales model.

e Organisations needs to take care they don’t create
an eCommerce silo that competes and conflicts
with other existing parts of the organisation.



About WFA

The World Federation of Advertisers (WFA) is the voice of marketers worldwide, representing 90% of global marketing communications spend — roughly US$900 billion per
annum through a unique, global network of the world’s biggest markets and biggest marketers. WFA champions responsible and effective marketing communications worldwide.
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About dentsu
international and
Schema®

Part of dentsu, dentsu international is made up of six
leadership brands - Carat, dentsu X, iProspect, Isobar,
dentsumcgarrybowen and Merkle, all of which are supported by
its specialist divisions and scaled services. dentsu international
helps clients to win, keep and grow their best customers and
achieve meaningful progress for their businesses. With best-
in-class services and solutions in media, customer experience
management (CXM), and creative, dentsu international
operates in over 145 markets worldwide with more than 45,000
dedicated specialists

Schema® is dentsu international’s maturity assessment
diagnostic, built from many years of experience of helping
organisations across sectors and geographies successfully
transform for the digital economy. The unique and powerful
diagnostic tool provides a crystal-clear picture on overall
marketing performance, highlighting a range of proven
recommendations that together provide the foundations
to create an actionable and integrated roadmap to power
business growth.

To find out more go to https://www.dentsu.com/schema

Or contact report authors:

Nick Broomfield: nick.broomfield@dentsu.com
Andy Green: andy.green@dentsu.com

at dentsu international.

@ dentsu
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