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In good times businesses should
advertise, in tough times,
businesses must advertise.

* While the reaction of businesses may be to cut
their advertising budgets when the economy
slows down, overwhelming evidence collected
over the past 80 years supports the decision to
maintain, if not increase, spend levels.

* Businesses primary concern during a
recession should be to protect their position in
the market, because it is much more
expensive to rebuild market share than it is to
maintain it.
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Top 3 Reasons for
Advertising In Tough Times

1. There is no better time to increase share of voice and
top-of-mind awareness. Less aggressive advertisers
leave the door open to consumer brand switching.

2. Maintaining market share is less expensive than
trying to rebuild it later on.

3. Several studies show that increased spending in a
slow economy leads to long-term profitability.
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The evidence

. The most cited study is “Advertising in a Recession” by
Bernard Ryan Jr. Published in 1999 and commissioned by the
AAAA, the study reviewed 80 years of research on recession-
era marketing. There were two fundamental conclusions:

1. Companies that continued or increased their advertising
during a recession had the biggest increases in sales
during the recession and for several years after.

2. These increases were largely market share gains ;
success that came at the expense of the businesses that
cut back on their advertising during the recession.
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Some further research

* In 1999, a Profit Impact of Marketing Strategy study of 183 UK-
based companies compared advertising spend during
recessions to share and profit gains during recovery and
concluded that those businesses that spent during recessionary
times delivered up to five times more incremental profits
afterwards than those that did not.

» A series of six studies conducted by the research firm Meldrum
& Fewsmith showed conclusively that
advertising aggressively during well seeit
recessions not only increases sales m
but increases profits . This result has | S through/s
held true for all post-World War |l R ey
recessions studied by American ”
Business Press since 1949.
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Finally, the McGraw-HIll Study

* In astudy of U.S. recessions, McGraw-Hill Research analysed
600 companies from 1980-1985. The results showed that:

— business-to-business firms that maintained or increased their
advertising expenditures during the 1981-1982 recession
averaged significantly higher sales growth, both during
the recession and for the following three years , than
those that eliminated or decreased advertising.

— By 1985, sales of companies that were Aggressive
Recession Advertisers had risen 256%  over those that
didn't keep up their advertising.
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Myth #1:
“*Our brand Is strong enough not to
need support for the duration of the
downturn”

 The Reality: Few brands are strong enough to
survive without advertising, product promotion and
customer service support. Brands need attention,
support, bolstering and polishing — or they will
wither and shrivel to a shadow of their former self.

 This is not a position you want your corporate
brand to be in when the growth engine for the
economy revs back up.
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Myth #2:
“Nobody’s buying anything, advertising
and promotions are a waste of money”

 The Reality: Those that reduce their presence in their key markets are
In a far worse position in terms of profitability, market share and
competitive presence when the downturn eases and profitability
growth returns than those that maintain their marketing activity levels.

 Those companies that are so bold
as to increase marketing activity
stand a greater chance of taking
market share from their less
aggressive competitors and can
rule the category if the downturn
lasts long enough.
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Myth #3 :
“All of our competitors are pulling back
advertising and media expenditures to
save money, so we should, too.”

« The Reality: The smart money here is being used to take market
share from your less aggressive competitors, by increasing presence

and exposure, and cutting other less critical expenditures for a short
period to accomplish it.

44 “I have yet to see any study that proves timidity is the route to
S success. Studies consistently have proven that companies that
= have the intelligence and guts to maintain or increase their
overall marketing and advertising efforts in times of business
downturns will get the edge on their timid competitors.”

J. Welsey, former Senior VP, Meldrum & Fewsmith
(as noted by The Clark Company Recession Marketing Strategies 1991)
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Tough times don't last.
Tough brands do.

o US catalogue marketer Sears stole the market from Wards during
World War Il.

« Cereal manufacturer Kellogg beat long-time rival Post during the
depression.

 Revlon and Phillip Morris gained

W"?ﬂ S@alf"s share in the 1970s recession while
ﬂ

N (
" REVION Avon and Hershey lost share.
fok
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Taco Bell and Pizza Hut stole
share from McDonalds during the
1990-1991 recession.

Your Brand?
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"Business as usual" Is
NOT the most effective strategy
for surviving/thriving during a recession.

Consumers don't stop buying
during such times but they do
buy more cleverly.
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The strengths of
newspaper advertising

« Dalily newspaper readership in New Zealand has increased despite
economic conditions.

* Globally, people trust advertising in newspapers more so than any
other traditional medium.*

 Readers rely on newspapers to keep informed on current issues;
house prices, the collapse of financial companies, the state of the local
economy.

 Newspapers are a destination read for big ticket items, people expect
to find advertising in their paper.

 When reading their paper, people are engaged and
are likely to be more receptive to advertising
messages

Nielsen Media Research National Readership Surveys Jan — Dec 08, All People Aged 15+
* Nielsen Media Research Global Trends October 2007



