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NEWS RELEASE: April 30, 2007
ICA/Canada Post Survey of Marketing Budgets:

First quarter survey sees pick up in marketing growth and buoyant prospects for year ahead.
The ICA/Canada Post survey of marketing budgets, conducted by NTC Research and based on information from a panel of 270 senior marketing executives in Canadian companies, showed growth of marketing spend gaining momentum in Q1. 

Current marketing budgets were revised up in Q1 on average, registering the second-strongest increase seen since the survey began in mid-2003. One-in-five companies reported an increase to their existing budgets for the year, while just 5% reported a decline. Budget increases were commonly linked to improved corporate performance, with higher sales revenues and solid demand encouraging firms to boost marketing spend higher than had been initially budgeted for at the start of the year.  However, the Q1 survey also saw a rise in the number of other companies boosting spend (especially on sales promotions) in order to stimulate weaker-than-anticipated sales. 

The latest survey also showed that growth of marketing spend during the 2006-07 accounting year was the strongest recorded since the survey began in 2003, according to provisional data based on approximately 80% of the survey panel. Increased spend was reported by 40% of companies compared to just 17% reporting a decline. 

Meanwhile, new budget setting for the 2007-08 accounting year indicates that further strong growth is likely. On average, marketing budgets have been set higher than 2006-07 actual spend, with just under half (48%) of all companies having set their budgets higher than the actual outcome for 2006-07 while only 16% have set their budgets lower.   

Revisions to current budgets
 Detail of revision to budgets in Q1
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Bars show percentage of respondents reporting an upward revision to current budgets less those reporting a downward revision.
“The ICA/Canada Post survey indicates that marketing spend is rising strongly as budgets are boosted by buoyant domestic sales, while at the same time exporters are also stepping up their sales promotions and other activities to boost competitiveness – especially in the US market,” says Jani Yates, Acting President of the ICA. “The survey therefore paints an encouraging outlook for 2007, with rising marketing spend helping to spur further sales growth, which should in turn drive faster economic growth.”

All categories of marketing spend monitored by the survey were revised up in Q1, with Internet again seeing by far the fastest rate of growth, followed by sales promotions.

Main media advertising – fastest growing category last year
Current media advertising budgets were revised up in Q1, registering the fastest rate of increase since the survey high seen in the second quarter of last year. At 22%, the number of respondents reporting an upward revision to media budgets outnumbered those reporting a decline by more than two-to-one.  The launch of new product lines, intense competition and buoyant sales revenues were all commonly cited as key drivers of budget increases.
The provisional data for 2006-07 indicated that the fastest growing marketing category last year was main media advertising. However, this is set to change next year, with main media set to see the slowest growth of all marketing categories, in part due to companies growing more uncertain about the outlook for sales and profits over the coming year.

Direct marketing – fourth consecutive year of growth 
Current direct marketing budgets were revised up on average in Q1. At 16%, the number of companies reporting an increase to budgets exceeded those reporting a decrease by almost two-to-one. Consequently, provisional data for the whole of the 2006-07 accounting period signal robust growth for the fourth consecutive year. Around one-in-ten companies now allocate more than half of their total budgets to direct marketing and one-in-five allocate more than a quarter.

Future prospects look good, with new budgets for the whole of 2007-08 raised on average. Some 27% of companies have reported an increase in budgeted spend for the coming year compared to just 12% that have reported a decrease.
“The fact that one in ten companies surveyed are dedicating more than 50 per cent of their budget to direct marketing is a validation of the importance of measurement and ROI that today’s marketers are responsible for,” said Laurene Cihosky, Senior Vice President of Canada Post Direct Marketing.  “Looking ahead to 2007, we can expect that marketers will become more sophisticated in their use of segmentation to target direct marketing campaigns to reduce volume but increase the frequency of their communication.” 

Sales promotions – boosted by intense competition
Current sales promotions budgets were revised up on average in Q1. Upward revisions were reported by 19% of survey panel member companies compared to just 6% that reported downward revisions. At +13%, the net balance was the strongest recorded since the second quarter of last year and was also the strongest of all categories monitored by the survey except the Internet. Increased budgets were linked in many instances to the need to boost sales to meet planned targets amid intense competition. However, despite the upward revision, sales promotions spend rose last year at the weakest rate of all survey categories.
For the coming financial year, 27% of companies have raised their sales promotions budgets compared to expenditure in 2006-07 while just 11% have reported a decline. At +16%, the resulting net balance points to increased sales promotions expenditure, albeit the least buoyant for three years.
‘All other’ marketing – set for particularly strong growth in 2007
Current budgets for the ‘all other’ category of marketing (encompassing most ‘below-the-line’ activities were revised up on average in Q1, although the increase was the least marked of all categories covered by the survey. Upward revisions to budgets were reported by 13% of companies and downward revisions noted by 6%. 
However, for the year ahead the survey data on initial annual budget setting for 2007-08 indicate that ‘all other’ marketing is set to enjoy the fastest growth of all main survey categories, reflecting plans for greater expenditure on other ‘below-the-line’ activities. One-in-three companies reported that they have raised their ‘all other’ marketing budgets for 2007-08 compared to actual expenditure in 2006-07, while just 8% have reported a decline. At +25%, the resulting net balance represents not only the strongest start to a year so far recorded by the survey for ‘all other’ marketing by a wide margin.
Internet marketing – sharp acceleration in growth
Growth of Internet marketing accelerated sharply in Q1, rising to the fastest since late-2005 in terms of upward revisions to Internet budgets. Increases to budgets were reported by 27% of companies while only 1% reported a decrease. At +26%, the resulting net balance exceeded that recorded for all other categories of marketing in Q1, suggesting the Internet continued to acquire an increased share of total marketing spend. The survey responses suggest that the Internet currently accounts for 5% of total marketing and communications expenditure.
NOTES

The ICA/Canada Post Survey of Marketing Budgets is researched and published by NTC Research on behalf of the Institute of Communications and Advertising and Canada Post. The report features original data drawn from a panel of Canadian marketing professionals and provides a key indicator of the health of the economy. The survey panel has been carefully selected to represent all key business sectors, drawn primarily from the nation's top 1000 companies.

Data for the survey were first collected in Q3 2003. The survey uses the same methodology as NTC’s UK survey of marketing budgets, known as the Institute of Practitioners in Advertising Bellwether Report, which has become widely-watched as an accurate advance indicator of UK marketing and advertising trends. For more details of this report please visit www.warc.com\bellwether.

The Institute of Communications and Advertising (www.ica-ad.com), founded in 1905, represents Canada's communications and advertising agencies. ICA's member agencies and subsidiaries account for over 90% of all national advertising in Canada. ICA promotes higher standards and best practices, and serves as the largest source of information, advice and training for Canada's communication and advertising industry, whose economic impact is worth $14.5 billion annually.

The Canada Post Group, a Canadian crown corporation (Canada Post, and its subsidiaries and joint ventures: Purolator Courier, Progistix-Solutions, epost, Intelcom and Innovapost) has strong market presence and generates $6.9 billion in revenues annually. Through a network of 7000 outlets, Canada Post services over 14 million destinations across Canada and is recognized as one of Canada’s top 10 brands – one that Canadians trust.  Canada Post’s direct marketing division provides Canadian marketers with simple and smart solutions to ensure the success of campaign ROI.  Through expert marketing services and a suite of targeting tools and such as Geopost™ Plus, Smartmoves™, and The lookbook™ catalogue, Canada Post enables marketers identify high value prospects and convert them into profitable customers.   For more information on Canada Post’s direct marketing services, visit www.canadapost.ca

NTC Research (www.ntc-research.com) is a division of NTC Economics Ltd, one of the world’s largest providers of international economic indicators to financial institutions. With its unique blend of skills in market research, economics and statistics, NTC Research specialises in business surveys, including its highly-regarded Purchasing Managers’ Indexes. Some 36 surveys are currently conducted across eighteen countries. The surveys are closely watched by central banks around the world, as well as economic analysts and the financial markets. NTC is the sister company of the World Advertising Research Center (www.warc.com), the largest single source of online intelligence for the marketing, advertising, media and research communities worldwide.

FUTURE RELEASES

The ICA/Canada Post Survey of Marketing Budgets is published quarterly (January, April, July, October editions).  Subscriptions to the survey can be purchased from www.warc.com/ica. Two levels of service are available:  (1) Standard report (PDF): $495 per annum;  (2) Data service, which includes spreadsheets of historical data and PDF reports: $595 per annum. For subscriptions, please contact Charlotte Shand, Tel: +44 1491 418 700 email: charlotte.shand@warc.com.

To be added to the press release distribution list please contact: Joanne Ingrassia, The Kenilworth House, at (416) 693 9462 or thekenilworthhouse@sympatico.ca.
FURTHER INFORMATION

Jani Yates at the ICA (Tel: (416) 482 1396;  ext 230, email: jyates@ica-ad.com).

Chris Williamson at NTC Research (Tel: +44 1392 202 361; email chris_williamson@ntc.co.uk).
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