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The Current Landscape of Digital Marketing

In today's dynamic digital marketing landscape, businesses utilize numerous
channels and techniques to reach potential customers. As online advertising
costs continue to rise, measuring the effectiveness of marketing spend is
more critical than ever. Many marketing teams rely on metrics like Return on
Advertising Spend (ROAS) to evaluate campaign performance. ROAS, defined
as the revenue generated from an advertising campaign divided by the cost
of running that campaign, offers a simple and quantifiable measure of
advertising efficiency. It helps marketers assess if an ad investment is yielding
a financial return and can be easily explained to stakeholders. For instance, if
a campaign costs $1,000 and generates $5,000 in revenue, the ROAS is 5:1 or
500%. This straightforward calculation makes it an attractive metric,
especially in fast-paced marketing environments where quick assessment and
reporting are prioritized.

While ROAS is a critical factor in determining the overall health of a business,
particularly in assessing capital efficiency, over-reliance on this single metric
can inadvertently steer marketing strategies toward short-term gains. This
often comes at the expense of sustainable, long-term business growth,
creating significant strategic blind spots.



Pitfalls of' '_

Overemphasis

The inherent simplicity and immediate feedback provided by ROAS contribute
significantly to its widespread adoption and, consequently, its overuse. Many
marketing professionals, whether within client organizations or advertising
agencies, find themselves optimizing primarily for ROAS, often because they
are tasked with demonstrating immediate, measurable results within their
specific area of responsibility. This focus can lead to what is known as the
"ROAS Trap".

The "ROAS Trap" occurs when investment is disproportionately channeled
into activities that yield the highest immediate ROAS. These are typically
bottom-of-funnel tactics, such as retargeting existing customers or bidding
on branded search terms. While these tactics are efficient at capturing
existing demand and often show impressive ROAS figures, they do little to
expand the top of the marketing funnel or build brand awareness among
new potential customers. An apparel EC company, for example, concentrated
its budget on retargeting and coupons, resulting in high ROAS but struggling
to acquire new customers. Similarly, focusing heavily on high-ROAS channels
can diminish incrementality, which measures the sales that occurred because
of an ad, as opposed to those that would have happened anyway. By
concentrating on customers already close to conversion, who often have the
lowest incrementality, businesses may be paying for sales that were already
forthcoming, thus inflating ROAS without genuinely growing the business.
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This overemphasis on short-term ROAS can lead to several significant
drawbacks:

* Neglecting True Profitability: ROAS measures revenue, not profit. A high
ROAS doesn't guarantee profitability, especially if products have low-profit
margins or if not all associated costs (like agency fees or technology) are
included in the calculation. This can lead to the phenomenon where "sales
are increasing, but profit is not increasing".

e Cannibalizing Organic Sales: Chasing ROAS can lead to advertising to
customers who would have purchased organically anyway. This is
wasteful advertising investment and inflates reported ROAS without
contributing to actual growth.

e Stagnant New Customer Acquisition: Strategies focused on high ROAS
naturally prioritize existing customers or those near conversion, while
initiatives aimed at acquiring new customers often appear to have a lower
ROAS. This can cause new customer acquisition to stagnate, hindering
future sales and long-term brand growth.

e Short-Term Focus: ROAS is a short-term metric. Focusing solely on it
overlooks long-term value such as repeat purchases, customer loyalty,
and brand equity. This short-sighted approach can lead to advertising
effectiveness hitting a ceiling.

e Advertising Dependency: Relying too heavily on ROAS can create a
business model that collapses if advertising is stopped. This happens
when other crucial channels like organic search, word-of-mouth, and
customer retention are neglected.

Marketers operating under pressure for immediate ROAS results can easily
fall into this trap, even when they intuitively understand the need for broader
strategic thinking. The challenge is that traditional reporting often reinforces
this siloed, ROAS-centric view.




Need for Bus

Critical KPIs

To overcome the limitations of a ROAS-centric approach and achieve
sustainable growth, marketers must adopt a more holistic and nuanced
measurement framework. This requires integrating metrics that reflect long-
term value, true profitability, and the complete customer journey. Success
should be defined by tangible business impact, not merely by intermediate
advertising metrics.

Key business-critical KPIs that provide a more balanced perspective include:

e Customer Lifetime Value (LTV or CLV): Represents the total profit a
business can expect from a single customer over their relationship.
Focusing on LTV helps identify and cultivate high-value customers. Unlike
the short-term ROAS, LTV is crucial for long-term strategy.

e Customer Acquisition Cost (CAC): Measures the total cost to acquire a
new customer. While ROAS looks at revenue per ad spend for a campaign
(which may include existing customers), CAC specifically focuses on the
cost of bringing new customers into the fold.

e LTV:CAC Ratio: Compares the lifetime value of a customer to the cost of
acquiring them, indicating the sustainability and profitability of the
business model. A common benchmark is 3:1.
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e Incrementality: Determines the conversions that occurred because of an
ad, beyond what would have happened organically. This helps avoid
overpaying for sales that were already coming.

e Conversion Rate (CVR): The percentage of website visitors who complete
a desired action. Analyzing CVR by segment or channel provides deeper
insights. Improving CVR directly impacts ROAS and CPA.

e Retention Rate: The percentage of customers who continue to purchase
or use a service over time. Higher retention leads to higher LTV.

e Profit-Based Metrics: Unlike ROAS which uses revenue, metrics based on
profit provide a clearer picture of actual financial return.

Calculating and tracking these diverse metrics effectively presents a
challenge. Data is often scattered across multiple online and offline sources
(Web, app, stores, call centers, etc.), making it difficult to get a unified view of
the customer and link marketing efforts directly to core business objectives
like profit and LTV. Marketing teams need the capability to integrate this
fragmented data, analyze different customer segments (e.g., new vs. existing,
high-value vs. low-value) based on comprehensive data, and visualize
performance beyond simple ad channel metrics. The pressure to focus on
easily quantifiable metrics like ROAS can make it difficult to justify investment
in the necessary infrastructure and analytical capabilities for a more holistic
view.
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E Conclusion

“ Unlocking -
Sustainable CUSTOMER VIEW
Growth with yaiasLe
Antsomi CDP 365

Successfully transitioning from a narrow, ROAS-centric focus to a strategic,
customer-centric approach requires a robust data foundation and advanced
analytical capabilities. This is where a Customer Data Platform (CDP) like
Antsomi CDP 365 becomes a critical enabler.

Antsomi CDP 365 facilitates the unification of disparate customer data from
various online and offline touchpoints, including Web, apps, advertising,
stores, and call centers. This creates a single, unified view of each customer,
providing the foundation to accurately understand their journey and value.
With this integrated data, Antsomi CDP 365 enables marketers to:

e Conduct Detailed LTV and Segment Analysis: Accurately segment
customers (e.g., new, repeat, high-value) and visualize their LTV and
profitability contribution. This shifts the focus from immediate revenue to
the long-term value of each customer segment.

e Implement Attribution Analysis: Analyze the contribution of multiple
channels and touchpoints (ads, email, social media, stores) to final
conversions, moving beyond last-click evaluation.
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e Deploy Personalized Strategies: Leverage deep customer understanding
to deliver tailored communications through various channels (ads, email,
Web, app, in-store) at the optimal time. This enhances the overall
customer experience and drives long-term LTV and repeat rates, metrics
not captured by short-term ROAS.

e Diversify KPIs and Redesign the PDCA Cycle: Set and monitor a variety
of KPIs beyond ROAS, including LTV, repeat rate, churn rate, and
incrementality, through a centralized dashboard. This allows for a shift in
the PDCA cycle from maximizing immediate sales to maximizing customer
value and overall business growth.

Success Case Study:

A major apparel EC company faced the challenge of declining repeat rates
and LTV despite high ROAS from focusing on retargeting and coupons. By
introducing a CDP, they integrated online and offline customer data. This
allowed them to analyze LTV and segment customers. They implemented
attribution analysis to understand channel contributions and personalized
marketing strategies based on customer segments. They also expanded their
KPIs beyond ROAS to include LTV, repeat rate, and new customer acquisition.

As a result, the company optimized advertising spend by reducing waste on
retargeting for customers likely to purchase organically. Personalization
efforts led to an increase in the repeat rate and a 20% uplift in customer
LTV. Profitability improved as they moved away from heavy discounts.
Investing in new customer acquisition efforts based on a better
understanding of their value led to a 30% increase in new customers
acquired compared to the previous year. The ability to visualize these diverse
metrics also increased confidence among the management team regarding
the optimization of the overall business.

This example demonstrates how the introduction of a CDP helped overcome
the limitations of ROAS overemphasis and achieved overall business
optimization, shifting towards a customer-centric marketing approach that
delivered both short-term and long-term growth. While ROAS remains a
useful metric for tactical evaluation, combining it with other business-critical
KPIs and leveraging a platform like Antsomi CDP 365 for data unification and
analysis is essential for sustainable growth in the complex digital marketing
landscape.
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