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INTRODUCTION

As part of BrownOs ongoing marketing, we sent a serfearahailings to 265

marketing and sales executives in flooring industry companies. Kits were shipped at
intervals oftwo weeks in November and December of 2008. We nitaglear in the
introductoryremarks that we want to invest in those areas that are most important to
them, our clients and prospectdiie floor covering industryEach kit provided

recipients with the opportunity to log on to a secure web site and answer questions on
three markeng topics.

Survey Topics:
The firstsurvey asked about ti@pact of the economic downturn on their marketing
planning for the 2009 season.

The second survey covered attitudes about sustainability and its influence on vendor
selection.

The hird leg of the survey asked about marketing technologies the respondents were
using or studying for deployment in 2009.

Survey Method & Response

The survey was conducted using a secure system of personalized URLs engineered by
Brown IndustriesThe survey was seto an audited list of marketing executives. They
were provided with an incentive to participate. The incentive took the form of a chance to
win casino chips that they could collect when they attended the Surfaces conference,
being held in Las Vegas, theading conference for the flooring industry. Of the 265
executives who received the mailing, a resoundinga9e8ponded, indicating a high

level of interest

Themarketing executives addressed by this survey are respdiwsitile purchase of

printing, mailing, POP, retail displays, product swatch and sample kits, distribution
services and interactive. In that context their answers cover much of the communications
related services in their industries.



. MARKETING BUDGET TRENDS FOR 2009
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How does an economic downturn impact marketing budgets? In theory, it is the best time
to grow market share as weaker competitors cut back their marketing so new market
share is up for grabs. In practice, of course, marketinfies the first budget to be cut

when cash is tight. So our first questions attempted to determine how this economy had
actually affected 2009 marketing budgets:

Spending Less on Marketing 45.65%

No Change 32.61%

Spending more on Marketing 21.74%
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The data in fact show that a fifth of the marketing professionals surveyed enjoy the
supprt of managemerandplanto increase their marketing budgets, while 1/3 of
respondents were continuing to market at the same level as 2008. Nearly half were

cutting marketing expenditures.

Of the 21.74% of respondents who indicated an increase in tltgets, the increases
are mostly modest:

Spending 0-5% more on marketing10.87% \

Spending 5-10% more on marketing 8.70% \

Spending 10-20% more on marketing 0%

More than 20% increase in marketing 2.17% L_'.
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Just shy of 11% reportetbudgetincrease of €%; 8.7% of respondents said their

budgets increased )% for 2009. Only one respondent indicated an increase in
marketing spend of more than 20%. For those wkapenditures increased, the

weighted average increase is 4.53%. Eliminating the outlying increase of more than 20%,
the weighted average increase becomes just 3.08%.
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The first question was designed to help us understand how important Ogreen credentialsO
are in the vendor selection process.

Some sustainability certification
is preferable as long as it does
not impact price (54.05

Actively seeking vendors who
take a leadership position
(21.62%)

No interest / doesn't matter
(13.51%) _

Some sustainability certification
is strongly preferred or
manditory (8.11%)

0 10 20 30 40 50 60

Of the executives surveyed, 208ctively seeking vendors who take a leadership position
in sustainability. Howver, only 8%said that certification is strongly preferred or
mandatory. The majority, 54%, said that their companies attach importance to vendors
who have some sort of certification in plaas,long as it does not cost monly 13.5%
indicated that sstainability plays no part in their selection of vendors.

These data seem to suggest that, while a majority of companies attach some degree of
importance to certification in hiring vendors, the number of companies actually willing to
pay a premium for iis still very small. Sustainability costs are being borne by the
vendors, not being passed on to-eisdrs.

Put another way, a vendorOs investmestistainability may pay off in better hiring
preferencebut not in obtaining better margins.
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Our second questi@directed at respondents who indicated that sustainability is a part of
their vendorselection criteri®askedwhich types of certification they consider most
important.

Recycled Content (54.05%)

LEED (40.54%)

Chain of Custodity (27.03%)

Carbon Neutral
Operations (10.81%) 7

Solar/Wind Power (8.11%)

Other (8.11%)

The results do ndbtal 100% because respondents were allowed to select multiple
choices. The preferences may simply reflect how long certain options have been
available LEED certification has been around longer than Chain of Cug@Q{)
concept, and Recycling longeillsfThese results seeto indicate that marketing partners
who can demonstrate and publicize a strong recycling program may enjoy a®much
morepreference in the hiring processn thosevho undergo the more rigordesd

more costp COC certificationprocess.
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LEED, RecyclingCOC, solar and wind power, and Carbon Neutral Ops all have
certificationlogos which allow the marketing organization to benefit from their
participation in a greener business modéle asked our audience to indicdtew much
importance they place draving their products and marketing identified with
certification logos.

Highest Priority- include logos
on everything- 13.51% —

Important- include logos as
often as time allows - 54% ' . |

Somewhat Important- use if
requested - 13.51% R—

Not very important, occasional
request - 8.11% f—

No Importance - 8.11%

Here, a majority of marketing executives indicated that they aleding sustainability
certification logos as their SOP, omitting it only when time is an issue. However, as with
the extra cost, only about ¥/8f the executives surveyed (13.5%) would slow their
communications process in order to ensure that certditétigos stayed on their

corporate materials. This may well indicate that as COC and LEED certification
processes become quicker and more routine, use will further increase.
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We asked our professional marketetsat nitiatives were priorities for their marketing
departments in 2009. Choices included greater strategic planning, improved distribution,
and technology enhancements. Of the dozen or so mentioned, three stood out:

Print On Demand

Not Relevant to our
marketing 21.88%

Evaluating for near term
deployment 40.62%

Pilot program or initiated
this year 6.25% [r—

Recently started
utilizing 21.88% f . . —

In use more than
2 years 9.8% I
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Strategy Brief: For the last few decades, the effort to drive down unit costs in marketing
lead to printing and inventorying large quantities. Improvements in tracking marketing
ROI, however, brought on the realization that with the long run strategy came higher
costs in waste, warehouse overhead, shipping and destruction of outdated inventory.
Simultaneously, improvements in digital printing, especially variable data, made possible
a Ojust in time manufacturing® model for marketing collateral. Print On Demand (POD)
has been gaining favor. On the one hand, reducing the costs associated with inventory
makes POD attractive, and on the other hand, rapid development of digital printing has
driven down unit costs for even very short runs.

Benefits Benefits of POD mostften cited are very fast deployment and low inventory
costs. The ability to segment or even individualize marketing tools is driving more
marketers to print only what is needed for a specific campaign. Reduced waste and more
tightly focused customer meggag are among the principal benefits driving this

migration.

Survey Results Full scale adoption of POD techniques is still relatively new, but
appears to be well past the tipping point: about 10% of those surveyed have been using
POD for more than twoears. Another 28% are beginning to utilize POD. A significant
40% are evaluating. Only 22% do not find the strategy useful in their businesses.
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Web to Print Ordering System

Not Relevant to
our marketing ! ' [ !

Evaluating for near term

deployment 43.75%
Pilot program or initiated
this year 3.12% ——
Recently started
utilizing, 15.62%

In Use more

than 2 years 9.38% | T
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Strategy Brief: Web Based Ordering Systems are also variotalled OPortalsO OMedia
MallsO and OMarketing Resource Management Solutions.O These automated systems
allow marketing organizations that have a large number of standard marketing tools in
use to enter print orders directly into their production queuecifigations and pricing is

pre arranged, and all the ordering, packing, distribution and billing is handled from a pick
list. These systems can include digital asset management, to store libraries of
photographs, logos, powerpoints, video and other firgtyuesed marketing assets.

Benefits The principal benefits are faster time to market, better alignment of sales and
marketing efforts, and improved control of branding and messaging. Since physical
inventory is replaced by a gallery of templates, dlabanges due to recalls, product
change, pricing, and the like, are quick to make and cost relatively little.

Some ordering systems also give the customerOs sales force their collateral in the form of
web based templates. The sales executive can lagaomdividualize their collateral for
specific sales prospects. The system can print as many or as few as desired, and can also
deliver the requested asset as a PDF file by return email for immediate use.

Survey ResponseEarly adopters, who are comreittto web portals, amount to just

over 9% of the executives surveyed. Another 18% are in pilot programs or early stage
adoption. Almost 44% are studying the strategy. More than 30% do not see it as relevant
to their marketing. The 30% not using most likedflects the smaller size marketing
departments; clearly the benefits of web based ordering systems increase with more
SKUs and more orders in the pipeline.
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Web Based Proofing and Approval
Systems

Not Relevant to our marketing12.5%

_—

Not currently using but evaluating for near
term deployment 50%

Pilot program or initiated this year 12.5%

Recently started utilizing 15.62%

Have been utilizing this strategy for more than
2 years 9.38%
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Strategy Brief: Proofing is the process of cortig errors and making final

modifications for final approval of marketing materials. For most of the last five
centuries, Oa proof® meant a hard copy, printed and delivered for manual review and
markup. The idea of Osoft proofO has been around simoil th@800s, but only with the
speed of web 2.0 and software releases in the last few years has web based proofing
shown significant advantages. Now, services such as LYNK allow any authorized party
to sign on from any browser, view proof, make commentsp©¢hange directly to the
printerOs order flow system.

Benefits The principal benefits are streamlined order flow, faster time to market, fewer
errors, and less staff time invested in any given print order. Because a single proof is
centrally viewed ath marked, errors generated by movement of multiple sets of hard

copy, or multiple emails going round robin are eliminated. Parties can sign in at their
convenience, or can convene a virtual meeting, and see one anotherOs comments post in
real time. Organations with large print order flows are freed of organizing and storing
large stacks of outdated proofs. Instead, they can view their order flow on line, neatly
organized by date, title, etc, and see the approval status of each component at a glance.

Webbased proofing also offers important environmental benefits. The type of proofing
paper used for quality color is expensive, not recyclable, and its useful life is short. Some
printing projects may go through a dozen rounds of proof to satisfy all parthes

approval process. By handling all but the last stage of proof via the web, the expenses of
physical proof, and the high fuel costs associated with delivering it on a rush basis, are
greatly reduced.

F,-2&B!5G!H/-1&(.*JIKL&D, (.2&'6!14&D&EA&-6!"H#INSOB-. JP(I"##?11-5C*)*+,'(-.&'1)*D3!! -



Survey ResponseFully 50% of those surveyed imdited that they were studying this
strategy, while only 12.5% felt it was not relevant to their needs. And nearly one third of
those surveyed are in some stage of adoption. With cost driving so many marketing
decisions, web based proofing appears poisedhfidd adoption: it offers significant
savings in time and cost with virtually no front end investment by the marketing
organization.

N(/37"4.(/45
The Marketing Executives participating in our survey indicated that they are under

pressure to do more witess. Even among those whose budgets have been increased,
they are evaluating every possible technical advantage for improved performance.

Of the performance enhancements being reviewed, those leveraging the web for greater
efficiency are passing thedy adopterO stage and gaining momentum with a majority of
marketing professionals.

Issue based marketing, such as environmental marketing, is getting a lot of interest but
relatively little hard dollar investment by marketers, probably because diffilcalty in
determining whether consumers will pay more for environmentally responsible products,
and if so how much.

About Brown Industries

Brown Industries is a merchandising services organization focused on retadlimygled

in 1958, the organizath owns moreéhanOnemillion squarefeet of manufacturing space
for robotic manufacturing, assembly lines for complex product sample kits and virtually
every printing process in commercial use toddye company also offedesign services

for all facetsof marketing and merchandising including branding, collateral, POP and
product design for displays.
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