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The Spirits industry is a digital laggard when compared to its prestige peers. Strong regulation
and an opague online path to purchase coupled with baby boomer executive leadership has
resulted in digital underinvestment. However, we believe the industry is poised to evolve from a
patchwork of pet projects to a hotbed of digital innovation as several factors converge:

Digitally savvy Millennials will be the next decade’s
primary engine of growth. The 78 million-strong cohort
encompasses the most active consumers of alcohol
and social media. Millennials are 50 percent more likely
to cite user-generated content as their primary influence
on purchase decisions.

e The returns on Spirits brands’ traditional marketing

investments, including high-budget TV campaigns,
celebrity endorsement contracts, and event
partnerships, are increasingly recognized via extended
engagement online. From Diddy’s prolific tweeting for
Ciroc to Johnnie Walker’s “House of Walker” program,
brands are leveraging digital programming to build
equity and capture market share.

e The emergence of a “cocktail culture” makes digital

programming a practical place to invest in educating
consumers about mixology.
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Fifty percent of all retail purchases now begin online.!
Although regulation, to date, has hamstrung e-commerce
for Spirits, brands and retailers are starting to get in the
game. Evidence includes Diageo’s enterprise site
thebar.com. As e-commerce comes into focus, Spirits
brands have a seminal opportunity to leverage advances
in technology and processing power to establish direct
relationships with their end consumers.

Creative digital programming provides a brand “halo”
effect, strengthening a marque’s association with
innovation. Digital is the marketing equivalent of “skinny
jeans,” helping a brand appear younger and hipper.

As Spirits brands increasingly reallocate capital from
traditional broadcast and print to digital channels, there is
an opportunity to sprinkle an Apple—and Burberry—like
pixie dust across their range of products.

The shift is beginning; alcohol marketers plan to increase
digital spending 43 percent in 2013. Specifically, they
expect to allocate an additional 36 percent to digital

,” lan Griffith, BevSites, April 15, 2011.

display ads, 34 percent to search engine marketing and 59
percent to digital video. Spending on mobile is expected to
increase 71 percent.?

Digital 1Q = Shareholder Value

This study attempts to quantify the digital competence of
69 global Spirits brands. Our aim is to provide a robust tool
to diagnose digital strengths and weaknesses and help
brands achieve greater return on incremental investment.
Like the medium we are assessing, our methodology

is dynamic and we hope you will reach out to us with
comments that improve our methodology, investigation, and
findings. You can reach me at
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SCOTT GALLOWAY
Professor of Marketing, NYU Stern
Founder, L2
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Retail Locator Site Features
Percent of Sites with the Following

Path to Purchase December 2012, n=25
While regulatory constraints prevent end-to-end
e-commerce, top brands are utilizing their sites to drive _
users to on and offline points of purchase. Thirty-six percent

of brands incorporate retail locators (taking an average of

two clicks from the main page to find a destination). Just

40 percent of brands with retail locators featured maps

and directions, and only eight percent auto-detect location

through IP addresses.

The Beam locator is ubiquitous across the parent’s six
brands, though it is not always deployed in the same way. In
some cases, the locator is fully integrated into the brand site
(Jim Beam) while in others, it is incorporated through a pop-
up window (Maker’s Mark) or a separate URL (Knob Creek).
Diageo’s Don Julio and Crown Royal both link to thebar.com
for retail locations while Brown-Forman’s el Jimador and

Southern Comfort use Google Maps.
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Loyalty
Only 36 percent of brands offer account sign-up through
their sites, suggesting a significant missed opportunity.

Brands with account functionality captured between six and
30 data points upon sign-up with an average of 16.5. This
ranged from mailing address (64 percent), opt-ins for direct
mail (44 percent), and mobile alerts (36 percent), as well

as varying degrees of consumer product preferences (28
percent) and consumption habits (32 percent).

Incentives also varied. Some brands lured loyalty members
with news and events that went largely unseen. Others
provided rewards like personalized bottle labels or bags.
Patrén and Laphroaig were among the strongest, offering
bottle registration/lookup, which allows the brands to track
purchase location and habits.

68%

Y A
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December 2012, n=25
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Facebook Top 10: Facebook Brands
Presence on the big three social media platforms, Facebook, Number of “Likes” by Aggregate Global Community Size
Twitter, and YouTube, is nearly ubiquitous at 100 percent, 94 December 2012

percent, and 94 percent, respectively, and experimentation
on emerging social media platforms is rapidly increasing.

Although Facebook serves as the hub for most social
activity, community sizes lag other industries. The average
U.S. Facebook community was just over 500,000, while
global brand communities averaged just over one million,
incorporating regional and product-specific pages. The

importance of social media to the industry cannot be 8,139,366 //kes 7,188,711 /ikes
Smirnoff Jack Daniel’s
n=53 n=39

overstated, especially given the regulations around site.
According to April 2011 data from ROI Research, 15 percent
of users purchased an alcoholic beverage as a result of
content encountered on a social network. Though this rate
of influence lags auto and food, at 21 percent, it exceeds
personal care and non-alcoholic beverages (13 percent and
eight percent, respectively).®

5,819,603 /ikes 5,369,753 /ikes 4,053,885 /ikes
Bacardi Johnnie Walker Captain Morgan
n=20 n=51 n=33
3,618,879 likes 3,320,414 /ikes 2,801,254 /ikes 2,138,178 likes 1,933,097 /ikes

Baileys Irish Cream Absolut Jose Cuervo Skyy Hennessy
n=20 n=47 n=18 n=12 n=28

Debby Garbato, eMarketer, September 17, 2012
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Mobile

While almost 60 percent rely on the desktop version, only
one third of brands in the Index offer a mobile-optimized
site. Despite the proliferation of smartphones, seven percent
of sites are entirely flash-based and do not load on iOS
devices. Given that experts estimate upwards of 50 percent
or more of mobile searches have some sort of local intent,*
the industry is missing an opportunity to direct consumers
to a point of purchase or to engage at point of consumption.

In the app space brands are active on both iOS and Android,
though Apple remains the most popular mobile app platform
with more than half of brands maintaining an iPhone app.
Brands are starting to provide directions, retailers’ contact info,
and product information within their apps.® Most apps include
some sort of interactive feature, ranging from Sailor Jerry’s
virtual tattoo creator and tattoo artist finder to the Jack Daniel’s
Bar Call app that expedites the process of ordering Jack at

a loud crowded bar. Other more retail-centric apps include
location-based functionality, such as the Laphroaig bar locator
or the Ciroc Celebration Guide with bar/restaurant locator.

4. " Greg Sterling, Screenwel

Mobile Site Feature Adoption

Percent of Mobile Sites With the Following Features

December 2012, n=23

2 0

Links to Social Media Retail Location Promotes App

91% 32% 9%

Mobile Application Adoption Rates
Brands With a Presence on the Following
December 2012, n=69

Mobile Site & HTML5 Adoption
December 2012, n=69
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