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MARKETERS SHIFT TOWARD K/
MORE INTENSIVE, GROUND-LEVEL
MARKETING TACTICS

While China has been steps ahead in many areas of marketing (i.e., social,
mobile, 020, payments), Customer Relationship Management (CRM) and
the use of data and analytics in targeted customer engagement and
retention are areas that have room to develop. After years of rapid,
expansive growth by brands in China, marketers are now looking for ways to
extract even greater value from their hard-earned customer pools.

This trend towards CRM represents a shift in tactics toward more intensive,
ground-level marketing. It also mirrors an increased interest globally on
connecting first-person data with more targeted marketing and messaging.

In this report, we look at how brands can increase their Private Domain
Traffic and the role that micro-influencers and customer service play in
growing brand-owned data pools.
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CRM & THE IMPORTANCE OF PRIVATE TRAFFIC

I CULTIVATING OWNED COMMUNITIES
FOR GREATER ENGAGEMENT
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Private domain traffic (also referred to as
private-controlled flow or private channel traffic)
refers to users already connected to a brand
through a social account, a common forum or
registered into a brand’s Loyalty/CRM program.

Brands looking to tap into private domain

traffic are building owned social communities with
select groups of engaged, loyal customers and
bringing them into invitation-only groups, forums
on social platforms such as WeChat and Weibo.
Alternatively, where other contact details are
provided, brands are sending these groups
exclusive offers (as direct messages on Tmall or
SMS). By concentrating more attention on these
select, private groups, a brand can develop
greater engagement and affinity and activate
more repeat purchases.
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DRIVING TRANSFORMATION FOR MARKETERS & THEIR AGENCIES

I THE VALUE OF PRIVATE TRAFFIC
FARGRERINME

CONTEXTUAL TARGETING
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User tags can be classified and managed, so that
the content can be distributed in a more accurate
and targeted manner. “Noise” received by users
can be reduced. There are two main aspects of
classifying users and distributing them in a
targeted way, their WeChat official account and
mini-program matrix.
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Using an official account and mini-programs

RETARGETING with different themes, properties and functions,
brands can classify users and adjust content
Private traffic enables brands to increase user and features that align with each group’s
retention and stimulate repurchase. The focus for interest.
marketers is to stimulate old users to buy more
and cultivate their own loyal users, and carry out e
cross-selling, recommending relevant and e
possibly needed new products to existing users. :E
EXTERNAL TARGETING B g 0 a pecerson o8
7 ’ 1219.90
This is achieved by interaction and fission ‘._—I

between users. A common example is “sharing
and receiving coupons which can be obtained by
both parties.” The invitee adds a new user to the
brand ecosystem, and sets them on the path-to-
purchase.

A sales consultant asks connections to buy
more products, directing them to e-commerce
platforms.
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Coupons are a popular way for brands to
initiate external targetin, growing the strength
of their connection to intimate groups.
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DRIVING TRANSFORMATION FOR MARKETERS & THEIR AGENCIES

KEY OPINION CONSUMERS
& THE POWER OF SOCIAL SELLING
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The concept of private traffic often involves
the use of KOCs (Key Opinion Consumers).
KOCs are individuals who belong to an interest
group or community on social platforms

like WeChat, Weibo, Tmall or Zhihu, where
interests, products and brands are being
discussed. These influential consumers are
conscripted by brands to sell and advocate on
behalf of products. They help seed products
into communities and groups they are part

of (namely on WeChat) and encourage group
purchases.

These types of micro-influencers (power-buyers)
have always existed online in China. Group
buying and user-get-user incentive schemes
have long been an important part of generating
sales for brands. In recent years, the
direct-selling platform Pinduoduo has
dramatically impacted the expectations for
user-get-user, social selling.

The goal in working with KOCs is to identify
people who are already authentically talking
about your products, and find ways to further
incentivize and support them. The aim is

to transform the casual buyer into a more
vigorous advocate for your brand.

Ultimately, activities centered around private
domain traffic need to be put into perspective.
As bottom-of-funnel activities, they should
occupy a modest amount of attention. Unless
that brand has a very full funnel, these
activities will quickly reach their limit.
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CRM & THE IMPORTANCE OF PRIVATE TRAFFIC

WHAT MAKES A KOC STRATEGY
ATTRACTIVE FOR BRANDS?
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The current variant of social selling using KOCsis  HgiFl| BKOCGH{ Tt A BYUE ERNT AR+
interesting for how brands are directly and deeply HBi#l, RAREEEFRABESE5EAF,

involved. Numerous market and industry factors NZHIZF T R =E S B R N=EE
look to elevate this approach in overall marketing  ERERIRFHXFR T,

strategies.
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» There is a growing need to prioritize short- E£8 | BYWEIFE T X RAEAEEREY
term sales results over more extensive FKE5HK,

branding strategies.
- BUR, EHZSXEFNTeLE, 132
* There is the observation that with platforms HE+DOIEAK,
like Pinduoduo, social selling is powerful.
- SKOLWEFHREFERIERNHER
* Frustrations that working with larger KOLs do o, EmeRiyE%,
not generate real sales impact.
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» The success that brands have had with Mini NEEHEERR.

Programs in producing sales results.
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* The improved customer targeting, CRM, and BHEBEBEG, (THEEENELTE
data systems provided by platforms. HER.

Brands have a clearer picture of the modern shopper thanks to
consumer data across digital footprints

In the past, retailers didn’t have a clear picture of With holistic data analytics of individuals, retailers can
consumer preferences. Consumer segments were now push their marketing feeds to targeted shoppers and
ambigiously grouped by historical data in terms of age, groups, based on lifestyle, interest, family status, etc.

gender, income level, etc.
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DRIVING TRANSFORMATION FOR MARKETERS & THEIR AGENCIES

AUDIENCE SEGMENTATION STRATEGY
CREATING ALIGNMENT FROM KOLS, COMMUNITY GROUPS, KOCS THRU TO CUSTOMERS
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Brands are starting to give the selection EIZMKOL, #tXBis. KOCEEIZRH—
of KOLs more consideration based on S

detailed information around interests

and style (on Chinese social media, these FRhE A FHIA S Z it E ERIEN BRI XIERYIFE
groups are called “Quancengs”). These M=EIEEKOL (FEPRERYHATIRIA L,
groups can be mapped out to show how XUBEHAERRA "BE" ) . XEEHAELL
they fit together, how large each group is, WL H3k, ULTHﬂlﬂﬂ]zeﬁl]ﬂ%é —
and the nuances of each group per social £, 8NN EE X, URB N M TSER
channel. R B RAVARER,

Brands need to take this detailed process  ERRREER|EX/MFMENITE, FHIGEMNA
and apply it to the audiences within their F 2P REEPRSAFIT SR R
CRM and followers on social. The 22, MKOLEIAB R AR RZ P /24N

alignment from KOL to content to social to E’J—:SI MR ORI DR, HE e SEIREN

customer/audiences reduces friction and  H/NMNMER LRASRAETHEE, EBMHE(1IETF
signals to the audience that they are where [RER

they belong - at every point of the

consumer journey. XY TR S RO R T
H, MBBNAGEERN, XDt —

For brands still struggling to stand out in IEEEENADR., LTS ERSZ REH A

China’s competitive market, this analysis is T, EE0ILUIEES "#HE" — P EHAE

also a very useful way of sizing specific sZ4k,.
audience groups and perhaps, making a
commitment to ‘own’ a group/sub-culture.
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CRM & THE IMPORTANCE OF PRIVATE TRAFFIC

MINI-PROGRAMS AS A GATEWAY
TO RICHER CUSTOMER DATA POOLS

IMEF—BREFEFPHEIEE

Brands are looking to gain more direct control
over customer data and wrest back some power
from large platforms that have a near-monopoly
on customer data and insights. The quest for
more control over customer data by brands can
also be evidenced by the increased number of
mini-programs across a wider array of networks/
platforms, and attempts by brands to connect
these numerous mini-programs into a singular
view, pulling data from all channels into a
consolidated ‘data lake.’

Brands need to increase the Lifetime Value
(LTV) they see from customers

Brand loyalty in China has been notoriously
low. As the cost of customer acquisition rises,
brands need to increase the LTV they see
from customers, and therefore are turning to
these tactics.

Trust and other risk factors

Wavering brand trust remains a challenge.
Unpredictable external risk factors
encourage an interest in a more exclusive,
private approach where information is
distributed directly from brand to consumer.
For global brands which might fear
miscommunications or public gaffes, private
channels would seem to represent a safer
path.
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DRIVING TRANSFORMATION FOR MARKETERS & THEIR AGENCIES
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MAKING CUSTOMER CARE
A PRIORITY ISSUE

RBERPXIMERNTIN R

Customers of high-involvement categories - such as, beauty, travel, fashion, automotive, and
insurance - require high-quality knowledge and information. This is especially true as
consumers become more cautious about new purchases in a tight market.

Personalized messages on WeChat, video product demos from knowledgeable sales staff, as
well as 1-to-1 consultations are becoming mission-critical activities. All of these activities must
be backed up with robust CRM systems and audience segmentation capabilities.

HARNESSING PRODUCT & BRAND
KNOWLEDGE

Brands should consider implementing more
customer-first strategies, with well-trained,
knowledgeable staff at key points-of-
purchase. In addition to selling and
supporting direct customer needs, these
representatives can also create product
videos, share images, and handle direct chat
with important customer groups as part of a
higher-value social CRM solution.

This high-touch, high-quality approach can

be supplemented with the addition of auto-
mation/Al and chat (bots) to create a more
scalable social CRM program. One benefits of
this kind of solution would be in having more
content and discussions with customers that
are directly controlled by the brand - rather
than outsourcing these important interactions
to influencers/KOLs.
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Perfect Dairy, the DTC beauty
brand, has recruited Beauty
Advisors (BAs) which they have
named /)\},F. These BAs are
responsible for engaging with
customers one-on-one online to
introduce products and guide
them through the path-to-
purchase.
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THE MERGING OF VIDEO SUPPORT
& SALES

While shopping malls are empty in the middle of
the day across China, top consultants are busy
creating video product demonstrations and live
streaming - they are answering questions about
product features and solving beauty, fashion,
and other challenges. These consultants are
often joined by influencers and KOLs in the shop
at the same time. It is not uncommon to have
more people live streaming from a shop than
customers buying.

This phenomenon raises the importance of hiring
and training smart, helpful and, yes, charismatic
staff. Having a training program to enable in-store
staff to create these videos, share solutions and
answer questions is far better than outsourcing
the role of consultant to a paid influencer. A
brand doing this well demonstrates authority,
confidence, and trust. It is also an activity that
can/should be scaled across multiple platforms.
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DRIVING TRANSFORMATION FOR MARKETERS & THEIR AGENCIES

AUDIENCE SEGMENTATION & SERVICE

The segmenting and messaging capabilities of
mini-programs hold strong potential for brands
that are looking to:

(1) improve customer service capabilities,

(2) add value about products and solution-sets for
customers,

(3) segment customers.

All of the data from mini-programs should flow
back to the company CRM system to enable omni-
channel customer views.

This example (below) from Maybelline shows how
brands are creating advisory and consultation
capabilities through mini-programs, and how
these solutions can provide filtered solutions to
audience segments, based on interests (e.g., lips
Vs eyes vs blush).

While a large part of this customization can
be automated through Al/bots at anytime,
the engagement can be passed over to a
knowledgeable consultant.
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Landing page for Maybelline Automated,
mini-program segments segmented
audiences by messaging

need/interests
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BEST PRACTICE FOR
DRIVING PRIVATE DOMAIN TRAFFIC

MAP THE PUBLIC DOMAIN TRAFFIC PLATFORM LOGIC

Understanding the rate of review and activities across different public (open)
platforms will enable brands to have a holistic view of their current social
ecosystem and inform how to best position activities that will drive traffic to private
domains.

OBSERVE THE BENEFITS & CHALLENGES OF YOUR CURRENT STRATEGY

Measuring domain performance and comparing outcomes will enable brands to
maximize their investment. Brands on niche platforms can capture user attention
at a lower cost, making it is easier to achieve “single point burst” effect.

ENSURE YOUR DECISIONS ARE INLINE WITH THE PLATFORM LOGIC

Review the Content Format, e-Commerce Attributes, and User Profiles of each
platform to understand where they are complementary and synergistic. For
example, on RED and Taobao live streaming integrates content and e-commerce,
and the link between planting interest and purchase is relatively short, making ROI
higher. The user profiles of RED and Bilibili reflect brand target demographics, so
the cost of obtaining user attention is low.

USE PLATFORM LOGIC TO STRATEGICALLY ‘DRAIN’ TRAFFIC

By accurately positioning core consumer groups and comparing year-on-year growth
rates, brands can decide how much to invest in diversified marketing channels. RED
tends to be more effective in converting users through personalized content. Bilibili
is strongest when it comes to attracting younger consumers with its focus on trends
and aesthetics. Weibo is best for generating overall awareness at a national level
due to its volume of users.
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HOW R3 CAN HELP

-

INDEPENDENT DIGITAL AUDIT

A quantitative evaluation of your Brand’s performance on Digital Channels.

Questions Answered:

e What are the gaps in my current social commerce funnel and how can |
bridge them?

e How can | improve the performance of my privately owned channels?

BESPOKE DIGITAL ECOSYSTEM BENCHMARKING

A quantitative and qualitative evaluation of your Brand’s performance on Digital
Channels, benchmarked against a bespoke list of competitors, based on Metrics
that matter to your business.

Questions Answered:
* How does my Brand benchmark against my direct and indirect competitors?
* What are the Marketing Best Practice?

ACTIONABLE CHANNEL & CONTENT STRATEGY

A study of relevant leading brands to learn from their channel and content
strategies - particularly social media and e-commerce.

Questions Answered:

* How can my Brand excel with digital content?

e How to best leverage KOLs and KOCs on digital/social channels?
e How can my brand optimize e-commerce performance?
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ABOUT R3

WHAT WE DO

OUR REASON FOR BEING

In a word, we are about transformation. R3 was
established in 2002 in response to an increasing
need from marketers to enhance their return on
marketing, media and agency investments, and to
improve efficiency and effectiveness.

We want to help CMOs make marketing
accountable.

OUR BACKGROUND

We’ve worked with more than one hundred
companies on global, regional and local
assignments to drive efficiency and effectiveness.

We have talent based in the US, Asia Pacific and
Europe and partners in LATAM and Africa.

Through global work for Samsung, Coca-Cola,
Johnson & Johnson, Visa, Unilever, and others, we
have developed robust benchmarks and process
targets for more than 70 countries.

DRIVING
TRANSFORMATION FOR

MARKETERS AND THEIR
AGENCIES

We are an independent transformation
consultancy hired by CMOs to make their
marketing more measurable and accountable
to business impact.

HOW WE DO IT

We invest in the best talent, bringing in senior leaders
from marketing, agency and analytic backgrounds.

We’'re independent. Because we’re not your
marketing team or agencies, we're empowered
to be honest and transparent.

We use external benchmarks. We have
proprietary data pools to inform our in-depth analysis.

Since 2002, we've interviewed more than 2,000
marketers about their agency relations.

Since 2006, we’ve spoken to more than 80,000
consumers in China’s top-twenty cities and
continue to do so every three months.

We have co-developed software to measure
agency and media performance.

Each month, we exclusively track over 500 agency
new business wins, as well as 100’s of deals in the
marketing M&A space.

We have insight into global best practice. We work
with companies who want to do best-in-class
marketing across diverse categories and geographies.

We authored the book “Global CMO” about marketers
leading Digital Transformation around the world.

We maintain an ongoing database of media costs
for key markets.

CRM & THE IMPORTANCE OF PRIVATE TRAFFIC

RETURN ON AGENCIES

We help marketers find, pay and
keep the best possible agency
relationships - covering Creative,
Media, PR, Digital, Social,
Performance, Event, Promotions
and CRM.

We take the lead on improving the
Integration process through
proprietary software and consulting.

RETURN ON MEDIA

We offer professional analysis of
the media process, planning and
buying with proprietary benchmarks
and tools to set and measure
performance.

We conduct financial audits to
validate and benchmark
transparency.

RETURN ON INVESTMENT

Using a bespoke and proprietary
methodology, we help benchmark
and provide insights into how your
digital strategies perform in your
category and across categories.




s <

www.rthree.com




