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METHODOLOGY 75512
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Our 2016 Survey comprises marketing leaders responsible for: marketing, communications and advertising in China. Each
respondent’s company must be currently working with at least one creative or media agency in China. The professionals
interviewed in each company had to be involved in the decision-making process for selecting agencies and approving the
work of their agencies. They also had to interact with creative, media, digital and marketing service agencies on an on-going
basis. In addition to R3-SCOPEN’s own database, the leading China agencies were asked for a list of their most important
clients, who were collectively approached by our interviewers.

2016FEMAARNRATENHER. EBES STUNHHERRSE. BUZHENATHLRSEL—RTELITSERRNESEESF. &
RRBINZINEVIERZRSS | ERAEHIREREFREIRE. M5 eIE. EN. ¥FMELTHERRSNESEERPNES. ik
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SAMPLE
1Y =N

405 individuals working in 251 companies with 703 client-agency relationships were part of our analysis (creative agencies:
advertising, marketing services and digital, as well as media agencies). In addition to individuals in marketing departments
of client companies, we also interviewed: agency professionals (242 individuals), Trade Press Editors (14 individuals) and
Procurement Directors (28 individuals).

FIRPFRRIEREB T251IRATAI405MUEWAL , 703N EF/NEBXR (IERER : QI8 &, ATHEEHRS. HFURENMERS.
BRTYEFRENTEERETIALT , HIBERRT - REFTIAL (242A) . TUTPHIRE (14A) FRBEEE (28A) .

Sample Profile DR
Number of Interviews and Relationships ifES%R

# INTERVIEWS i@

MARKETERS INTERVIEWED 3352
Marketers on Advertising agencies ZiFEFS8IET HRIEFAR 215 261 225
Marketers on Marketing Services agencies = 5% THiAE# R SRERXR 87 110 70
Marketers on Digital agencies ZifEPSHFEHRKLEHAR 85 182 121
Marketers on Media agencies ZiHZEFP SR IEHXER 165 203 195

CLIENT-AGENCIES RELATIONSHIPS ANALYSED ZFSRIERIXESH
Marketers on Advertising agencies SHEFSEIE SREHXR 323 314 263
Marketers on Marketing Services agencies SZipEFS& THiIAEHRSRIEFXR 68 157 88
Marketers on Digital agencies ZiFEFPSHFEHRRERHXAR 185 243 150
Marketers on Media agencies ZiHEF S LIERXAR 274 230 202

OTHER PROFESSIONALS INTERVIEWED HfthZi/5H9E A+
Senior Professionals working in Creative, Media and Digital agencies #FRIKEHIE. BASSFEEE WAL 268 294 242
Trade Editors on Creative, Media and Digital Agencies T ZEMHEXOIE. K. HFEEAERNEE 15 15 14
Procurement ZEFHHIRMEEHAR * 29 28

www.rthree.com
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QUESTIONNAIRE
MR mE

The methodology used a semi-structured questionnaire: a mix of predetermined and open-ended questions allowing inter-
viewees to provide in-depth answers and opinions. The average duration of these interviews was 55 minutes.

FIRAARRBHENNAE | EEHAN VRN | ERNERERNEESHIREEN. RipAHIRH5558,

TYPE OF INTERVIEW

KiHKE

Face-to-face interviews were held using a closed questionnaire (with CMOs). 60% of interviews were done face-to-face in the
offices of the respondent client companies.
On-line interviews were conducted to interview agency professionals and procurement.

RAHAXAREEH THNERD (NRABEEHEE ) . 60%HRGEZIHEFA R BN,
LR ATRER T WA TR,

DATES OF FIELDWORK
i BHA

Interviews with marketers were conducted from September to December 2015.
Interviews with Procurement Directors, agency professionals and trade press were conducted from December 2015 to
January2016.

HipEEEWATZHELR - 2015598 - 128,
e, REFEVATRTITIMRESFHER : 201558128 - 2016518,

IMPROVING THE EFFECTIVENESS & EFFICIENCY OF MARKETERS & THEIR AGENCIES
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AGENCY SCOPE AROUND THE WORLD
EHEBMREEIRCENF R
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PROFILE OF MARKETERS INTERVIEWED
Sl SR

PROFILES OF COMPANIES BY OWNERSHIP STRUCTURE
Zih AR

The 2016 survey covered a broad spectrum of 251 companies with a strong focus on multinational marketers, who account-
ed for 77.5% of all respondents. In this edition we had more than 20 Chinese born companies that identified themselves as
multinationals in 2016 due to their international scale and operations.

2016 EHITEA2SIRAT] , EACHRER , SEHHAEI77.5%, B, B0SRENFLED , NFESRISRAWIE , REHEE
N
&b, Sample Profile 53T

2012 2014 2016 Type of Company AT

:p E@ Most of our interviewees were from multi-

) ) N
MULTINATIONAL ERREI Y national companies (77.5%). The number of
+10.1 pp.

LOCALLY-OWNED EMRZA L1l
STATE-OWNED EHEHL
NGO / CHARITY Z&EH1H4

multinational companies has increased by
10.1 perceptual points compared with 2 years
ago. The percentage of locally-owned compa-
nies in the sample is very similar to 2014. The
percentage of state-owned companies has
been reduced.

SHNZHERETEREEW (775%) . 5
FEFRIELRERREWAIEEZINT10.17 =, B
AR IZHERS20145F8(U. EEwR
BFEL.

g

MARKETERS 2012: 215, 2014: 261 AND, 2016: 405. DATA IN %.
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PROFILES OF COMPANIES BY TURNOVER AND MARKETING BUDGET
RITARMELFNERMES®

Respondents were drawn from different sized companies, with 40% of respondents managing a marketing budget of RMB
100m or larger.

ZHERETRMENAT , 40%Z B e EEmEE M EIZARTESA.

Sample Profile iR
Marketing Budget/Company Turnover Ratio ARSI Ei SrhinaHE

Company Turnover AEEWET (RMB AR ) Marketing Budget mi#E#HME (RMB AR )

Below RMB 100M / < L{ZLATF

Below RMB 5M / < 500/5LAT

From RMB 101M - 500M / 1{Z1E7 - 512 4.2 From RMB 5M - 10M / 50075 -1F/ 35
From RMB 501M - 1B / 521875 - 1012 4.4 From RMB 10M - 20M / 1-2F /5 6.7
From RMB 1B - 3B/ 10/Z - 3012 10.1 From RMB 20M - 50M / 2-5F /5 9.6
From RMB 3B - 5B/ 30/Z - 5012 7.9 From RMB 50M - 80M / 5-8F /5 4.9
Above RMB 5B / 50Z1 & 43.0 From RMB 80M - 100M / 8F/5-14Z 6.2
Refused $B48[E1E 28.9 Above RMB 100M / > 117, 40.0
AVERAGE (Million RMB) 13 ( B/ AR™ ) | 3,814.00 I DOES NOT SPEND & 27.2

AVERAGE (Million RMB) 1§ ( B/H AR ) 73.7

MARKETERS 2016: 405. DATA IN % AND AVERAGE.

—I Marketing Budget/Turn-over ratio: 1.93% I—

PROFILES OF COMPANIES BY GEOGRAPHY
R ERIMIE S

Interviews were conducted in three major cities: Beijing, Shanghai and Guangzhou. 58.3% of respondents were based in
Shanghai, reflecting the city’s commercial importance.

Rt A=A - bR, BRI, 58.3%MZHAENT L , XAIH EisfEm i E R,

Sample Profile 15IEHELRT
City Location & XS
58.3% of the interviews were conducted in
Shanghai (9.6 perceptual point increase com-
pared with 2014); Beijing represents 24.9%

2012 2014

® SHANGHAI L and the rest of the interviews were conducted
® BEUING itz in Guangdong (8.1%) or in other regions in

® GUANGDONG %R China (16.8%).

® OTHERREGIONEE  583%MNANEE ST (S520144F48L ,

RT9.61m) . 24 9%RIHRIEI LTI T , 8.1%
T IRAN16 8 BIEE N E T,

MARKETERS 2012: 215, 2014: 261 AND, 2016: 405. DATA IN %.

IMPROVING THE EFFECTIVENESS & EFFICIENCY OF MARKETERS & THEIR AGENCIES
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RESPONDENTS BY JOB FUNCTION AND ROLE
%15 E 1 TAEER REANER L

Respondents were drawn from a cross section of job functions and roles to ensure balance. 66.2% operate at the Director
level, with 43.8% defining their role as Marketing Director/Manager.

BAE T RS A RISERVERREFNERMUAISZSE | LURRIATROTE. 66.2%RIZHE NS ERE | 43 8%IZHE NEHL L/ FE,

Sample Profile 51D

Interviewee Particulars ZiFE =R

Position BR{i 20122014 (2016 2012 2014

PRESIDENT, CEO, GM A
M3 EEHTE , MEE DIRECTOR & ABOVE &HsZkBIskIAE 56.7 40.0 66 2

Hwols maam 40.5|29.6 MIDDLE MANAGEMENT 3E&U54¢5) 43.3 m 33.8

MEDIA DIRECTOR

28 08 64
SV
SRA Gender 51 2012 .
GROUP BRAND MANAGER 349 | 0.4

ke

o MALE % 521 - 435
E-COMMERCE / DIGITAL DIRECTOR / MANAGER 6.0 1.6 Lo

BTESR  HFERGL/ S 0 16 g

ADVERTISING DIRECTOR FEMALE & 479 - 565

R 1.4 19 1.2

COMMUNICATIONS DIRECTOR 37 21 20 Tenure (average years) {EHA ( 9L ) 201220142016
fERBRE . ) .

TRADE MARKETING DIRECTOR

o et T 2.3 4.0 6.4 CURRENT POSITION Z4gijER{z 3.50 3.82 Mg
oreR 37 48 48 CURRENT COMPANY 7EiZASHER 470 532 596

MARKETERS 2012: 215, 2014: 261 AND, 2016: 405. DATA IN % AND AVERAGE.

PARTICIPATING MARKETERS
SRR &E

Sample Profile J5iRHELR
251 companies interviewed. 150 (60%) agreed to be included as participants
2515 , 150 ( 60%) RV EEAFF
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10 KEY TRENDS & BEST PRACTICE
TREREBSRESLE

The R3-SCOPEN 2016 Agency Scope Study focuses on the TRENDS of the Advertising Industry and the PERCEPTION and
PERFOR- MANCE of agencies in China. We interviewed 405 marketing leaders responsible for: marketing, communications
and advertising in China, working across 251 different companies, managing 703 marketer-agency relationships. Here we
highlight just 10 key trends; the detailed report contains many more. We also summarize our best practice recommenda-
tions to help marketers and their agencies leverage these trends.

R3-SCOPEN (2016FHEEHERMR) ERXE STIMKEES , S TERERNEENRRIITE | £RIDTIUERRSE | tilE
FEMZRERER. EBNT SSENIE , DRRET25IRFTRAE , BEE703MN SE-REFXR. A EEERPIZRANTAEERE
%, FEAREVEEESET. HNIESE T RIELHRAEN , SESH SEREAERNEXLES , SRH—SaET.

25.4 % of marketing budget now spent on digital media. This has had a major impact on internal marketing team structures,
budget allocation, creative platforms and data analytics. But ATL continues to take a fair slice of the marketing budget. For
marketers and their agencies, this means even more diverse and fragmented ways to communicate with consumers. Given
the complexity of the market, marketers are developing relationships with fewer and more trusted agency partners and stick-
ing with them for longer. Marketers work with an average of 6.4 agency partners (down from 8.2 agencies in

2014), and the average relationship is 3.8 years (up from just over 3 years in 2014).

Bl , 25 4% EEMERTHFEE., XMNRMBEHEENED. MESE. IETFEMEEITEEEAINN. BEFEKT SERINTEHET
B T EERERERNS  XEREESH. BESMIEREIESN. £THENERYE  MEENAS HEEESEMINERSE,
PEEHHRIFERBNGIERR. T SENGFRERTIHEN6.41 | th2014FMI8 2B T , SFIE(FRIEINI3.85F (#BH20145493.35
F).

87.1% of strategic development is led in-house, with 64.1% of marketers saying their preferred ideal agency model is a
one-stop-integrated agency partner that can meet all their communication needs. Yet relatively few marketers have gone
down this route, opting instead to strengthen internal resources to manage their communications and agency relationships.
Agencies in turn continue to strengthen their offerings; hence, they are rewarded with longer and more stable contracts as a
result.

87. 1%HIRISHIE TIFRZEFARES | 64.1%09 SX3FT , M BIREFIREHR{ZEBHERSPERETK , —HXpEREEKE. T+
g, EIERBERAERR SEENRD , KM SELEMBNRECARER  NMBERERSNIEBZ ARTEERE. Bt , IR
WEERUWIRSSERE |, KMEERARENEE.

Creativity/innovation scored by 67.3% of marketers as their key requirement when drawing up an advertising agency short-
list, with market knowledge, strength of agency network, transparency and value for money all having high scores.

67.3%R SEFEE/CE/NELIE SRERNEZRAREER , AhHizinREE. (ERWSNS. SREMIEMETRE TR

IS

Procurement is involved in 70.7% of agency negotiations, most often leading with marketing in the negotiations with agency
partners.

70.7%HRERBHIRWEEHESS | ASHBERAT , REHBSHIEER LRI EEE R,

Finally, we asked respondents what challenges they think they face in the future. For marketers, 35.2% saw the challenges
coming from informed consumers with new habits and 23.5% from media diversity and multi-channels. 29% of respondents
said the top challenges facing creative agencies will be delivering bigger creative ideas and better understanding of the mar-
ket and consumers. The main challenges facing media agencies will be understanding different communication platforms
and channels, mentioned by 37.8% of respondents, followed by 28.9% better understanding of digital and 27.4% proving ROI
effectiveness, results and metrics.

BE  HNARZ5E , IARESHEIRBLHME. 35.2%8 SN IkEEE TEERAEERRHITHEE LURITHEEIIR | 23.5%
B EENIBECRE RS TS RE. 29%%ihE%T , SIS EREIRRISARMERHEHBNEISHS , AR THRALS
mEHEEE. 37.8%MRINERT  ENCEREIRRIEERLZE THARNERTEMRE | 28 9%NZNERFEERMRRETHFEH0E
B, 27.4%MNZHERTREETRHROIGHY. BERSESER.

IMPROVING THE EFFECTIVENESS & EFFICIENCY OF MARKETERS & THEIR AGENCIES
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10 KEY TRENDS +— K E=Z#2%5
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Digital media takes 25.4% of Chinese marketing
budgets.

Best-in-class specialist agency model predominates,
but two thirds of marketers would choose an
integrated agency model if it met their needs.

Marketers have on-going relationships with an
average of 6.4 agency partners, down from over 8.2
agencies in 2014.

Agencies appointed for longer, with the average
relationship now 3.8 years, up from just over 3
years in 2014.

Agency partners are highly valued but in-house
resources are taking the lead role across marketing
disciplines.

Most marketers are satisfied with their current
agency partners but a third might occasionally
consider a pitch.

67.3% of marketers score creativity/innovation as
their most demanded characteristic of their ideal
advertising agency.

Agency pitch is still the most popular process for
selecting a new agency partner, but pitches often
lack tailor-made ideas.

Fee / retainer and project basis is most used agen-
cy remuneration model.

Client procurement teams are involved in 70.7% of
creative agency negotiations and 69.4% of media
agency negotiations.

www.rthree.com
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TOP 10 KEY TRENDS AND BEST PRACTICE SUMMARY
TREZEBBSRIFLERLE

DIGITAL MEDIA TAKES UP T0 25.4% OF CHINESE MARKETING BUDGETS.
AT 5 R EE SHIERI25.4%,

Spending on digital marketing now accounts for 25.4% of Bl , #FEEFX SIS HERSERN25.4% , LRFRIY18.6%H
the average marketing budget, up from 18.6% two years Frigs. & P hiaEHERSEIUKAES , GTERI40.3% , XEERT

ago. Below-the-line continues to perform strongly, account- EEIGESD , EENFFSINRERINIZS5.9%EHZE20165E/934.3%.
ing for 40.3% of the budget - putting pressure on ATL spend-

ing which has seen its share of marketing budgets cut from

35.9% two years ago down to 34.3% in 2016.

But China still lags behind markets such as the UK where EFEMREETREES T , #FEAMEXEH7 S EHEFZ31.3%
digital now takes 31.3% of marketing spending, which | XEREE TRV EREEANREELE,
means even stronger growth potential over the next couple
of years.
Market Trends THiZ#5%8

Marketing Budget i tHFIE

100%
5% 53.0
50% [ I
‘ BTL
24.7
@ poeima
25%
22.3
0%
BENCHMARK BRAZIL MEXICO CHINA

MARKETERS 2014 (BRAZIL), 2015 (MEXICO, UK) AND 2016 (CHINA). DATA IN %.

®

IMPROVING THE EFFECTIVENESS & EFFICIENCY OF MARKETERS & THEIR AGENCIES
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R3_ SCUPE BEST PRACTICE

wIELE
Measuring marketing ROl seems to have been pushed down
a little on the list of marketers’ priorities as they struggle to
manage the massive amount of ‘big data’ generated from
digital activity. Measuring consumer engagement from a so-
cial media campaign seems to be preferred over developing
a robust marketing ROl model.

Media budget allocation remains a major challenge for all
marketers - digital is now a critically important component,
but ATL still accounts for the bulk of media spending. We
would argue that measuring overall marketing return on
investment and the contribution from each media has never
been more important.

Work closely with each agency partner to develop clear busi-
ness goals, how they contribute to meeting those goals, and
putting in place measurement criteria to judge how they are
being met. Accountability should underpin media spending
decisions. Set goals collaboratively with agency partners and
build these into agency remuneration.

BT SEBNERSFEHENTEMNAE "AEE | AEE
ROWE - HERIMFSEETIIRFRIHFSIAFRE B, ENFARENE
HROMER! , NS SEBTEEIHMREAEET , KEEHEE
25E.

RATESENERE SEHEIRNEAM M — HFEAMSTERNE
BARERD | EEFREAMD SR ARSI . FATAS , BHER
B EHEEREANA RGNS BELHEE,

SEEFREREEHEEWINLS BIR  (MERE SELIXLE
xRS EEERELAMT B RUEE. ST SIRERLART
FEEM. SEERNESERREER  FHEMACERIRIMZ
?.

BEST-IN-CLASS SPECIALIST AGENCY MODEL PREDOMINATES, BUT TWO THIRDS OF
MARKETERS WOULD CHOOSE AN INTEGRATED AGENCY IF MET THEIR NEEDS.
EHARERAERAXGRELISMN, EZ022HN SEREERRERESE
REFAEERN, AIREZEESHEETK.

The most common agency relationship model, cited by 61%
of respondents, is structured around working with multiple
best-in-class agencies working in parallel with the marketing
team.

The market is moving towards greater integration, with
33.9% of marketers appointing a lead agency to provide
direction at brand level and help manage their inter-agency
coordination. 6% use an agency model based on a hold-

ing company with a sibling agency solution that provides

a single agency contract but leverages multiple specialist
resources. 4.3% work with a holding company that creates a
custom agency to meet their specific needs.

When pressed on their future needs, 64.1% of respondents
would choose a fully integrated agency model ‘if it met all
my communication needs’ specifically to deliver a big brand
campaign that requires multiple disciplines. Given the
already inbuilt complexity of the Chinese market, it’s no
surprise the preference for an integrated solution is signifi-
cantly higher amongst Chinese marketers than our global
benchmark.

www.rthree.com

61%ZNEREEENINEFXREN | EERSRERENES
EF , RS EHERNF TR,

WA ST THIES | 33.9%0 SERE—RESNIER , AsERM
GHEEEIES  HEUAZESREBZBINME. 6%0 SEXRBS
ERERABMBRERGFEN | XEEARRASIRERENES
=, RHtE—ARESE  HFRERARERER. 4.3% SEN
SERERATME , BIhEFIEMAMZIRERGFE.

WIRRARRITRET | 64. 1%HZHEFRMMISERESEANIERE
X, "PIREXMEXEBHERTEIEERK | ARAESES
EBEFRIARBEEETER , JTtt. £FHEHZERINES
t, PEIEENBAIBRSTEART RS ARBEIZI | AIxX
MR T =R RIFERE TR T RN EREE,
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Market Trends THi7a 5

Way of working with agencies (Integration vs. Specialisation)

SHEBINEFEN (EGR5TIMRERL )

IN WHAT SITUATIONS WOULD YOU WORK IN AN INTEGRATED MODEL WITH YOUR AGENCIES?

EHABR MEeRESERENSNEREE?

BIG BRAND CAMPAIGN THAT REQUIRES MULTIPLE DISCIPLINES TO ADDRESS COMMUNICATION OBJECTIVES _ 65.8
RE! R A B RS MEEER

WHEN ONE SINGLE COMMUNICATION VEHICLE CANNOT ACHIEVE SPECIFIC MARKETING NEEDS _ 38.5
LR (ERRBR KA R TIHIE T HR

WHEN THERE'S A NEED FOR BUDGET OPTIMIZATION BETWEEN MEDIA PLATFORVS | 00 6
FEEFREHFE EMURERE | FEEMSBER

NEW PRODUCTLAUNCH | 0.6
i

OTHER SITUATION | 03
HEfER

DK/NA 5.7
AN/ TER L

MARKETERS THAT WORK WITH CREATIVE AGENCIES 2016: 351. DATA IN %.

Market Trends THiZa 5y

Way of working with agencies (Integration vs. Specialisation)

SHEBNEFEN (EGRE5TIMRERLL )

IN THE FUTURE, IF IT WAS YOUR DECISION, WOULD YOU PREFER TO WORK WITH?

IRAERRE , WANSHENERSERRIEEAT ?

AN INTEGRATED AGENCY THAT MEETS ALL MY
COMMUNICATION NEEDS
S5—RHEAEHBRSHOKEHAE

SPECIALISED AGENCIES IN EACH DISCIPLINE
(I LOOK FOR SPECIALISTS)
S5tmREHAE

DK/NA
B/ TR

MARKETERS THAT WORK WITH CREATIVE AGENCIES 2016: 351. DATA IN %.

IMPROVING THE EFFECTIVENESS & EFFICIENCY OF MARKETERS & THEIR AGENCIES
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Market Trends THiz#2 %Y

Way of working with agencies (Integration vs. Specialisation)

SREBNSFEN (ESESTmMRERLLY )

IN THE FUTURE, IF IT WAS YOUR DECISION, WOULD YOU PREFER TO WORK WITH?

IREBERRTE | BANSSHEER S ERRIEEN ?

100%
75% 54.0
62.0
50%
25% 44.6
37.0
0%
BENCHMARK BRAZIL MEXICO

44.0 INTEGRATED
. BELEH
@ Sronuse
LIRS
DK/NA
56.0 R TR
UK CHINA
N
| [\4

MARKETERS THAT WORK WITH CREATIVE AGENCIES 2014 (BRAZIL), 2015 (MEXICO, UK) AND 2016 (CHINA). DATA IN %.

R 3_ SCOPE BEST PRACTICE

RIESEEK
Agency Group holding companies are still coming to grips
with a consistent one-stop agency offering across their sib-
ling companies and this must be judged as work in progress.
Agencies are highly skilled in working as cross-disciplined
teams but, in our experience, this is all too often reactive-led
by the marketer and not by the strongest or lead agency.
Silos can still be difficult to break down.

Evaluate your current agency model and conduct a thorough
internal needs analysis and a critical appraisal of the com-
pany’s internal marketing structure with appropriate stake-
holders. But be realistic: would a highly centralised agency
model really be a good fit with your company culture on the
ground or could it bring much needed focus and discipline to
a fragmented structure?

www.rthree.com
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MARKETERS HAVE ON-GOING RELATIONSHIPS WITH AN AVERAGE OF 6.4
AGENCY PARTNERS,DOWN FROM 8.2 AGENCIES IN 2014.
FEFENRERREMN2014FEF158.21fFEE6.41

In this latest survey, the number of different agency resource
relationships employed by marketers has shown consolida-
tion, suggesting a gradual stabilisation in marketer-agency
relationships. Marketers now work with an average of 1.6
advertising agencies, 1.7 marketing services agencies, 2
digital agencies and 1 media agency.

This is a positive sign that marketers are developing longer
term relationships with fewer and more highly valued agency
partners. It also reflects agency investment in their own
resources and in strengthening their product offering, going
some way toward resolving the demand for greater integra-
tion.

TYPE OF AGENCIES {{ERRSHE

Average Number of Advertising agencies
AR SESTHE

Average Number of Marketing Services agencies
LTS HERSESTOHE

Average Number of Digital agencies
BrEERERTIogE

Average Number of Media agencies
IR IR

TOTAL AVERAGE OF AGENCIES
RITRER M E

MARKETERS THAT WORK WITH CREATIVE AND/OR MEDIA AGENCIES 2014 AND 2016. DATA IN %.

BEST PRACTICE

BRIESE

R3-SCOPE

The pitch from one-off campaign to one-off campaign is
thankfully becoming much less common in the market as
marketers develop longer term relationships with fewer key
agency partners.

The foundation of any good business relationship is the op-
portunity for feedback and measurement. It's why R3 built
CAPE (Client Agency Performance Evaluation), to help mar-
keters better assess their individual agency relationships.
This diagnostic approach is a fundamental way to identify
the best partners and fix the ones that aren't.

ERWIART |, T SESFNTRRERXERNERRRES X%
B &E-RERXREETRE. [ SXRaSFtIE SREETE
BERLeN , A THREHRSNIEFHIH LT, HFERFY
#9240 |, EAREREIEA 1A,

XERIFAITS | WA SEEESELHEEENMERNNERSIFNX
HETERBNEGERR. X7 EBNEBSSRFERIRSBE LN
LIRS | LIBREFYTREGHIER.

Client-Agency Relationships 2 5IEFXR
Number of Agencies by Marketer S{EISAIIEREE

# AGENCIES IErgiE
2014 2016

2.22 1.61
231 1.74
2.48 2.02
1.20 1.08
8.21 6.45

SARBEIRRERE | lBE SESHEFONEENEFETERKEIN
BIFERR , Tin LBIRmEHE SRR IE R Gk,

IR S KANERME RIS SEHERI TS
CAPE ( ZPAERFRINHYE ) RS
EFEMERXR. XIZET5ER
ERNSIEKRIERE,

. XBERIHE
R TE SRR SEB T
SHRESIFIE , FREARIF
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AGENCY SCOPE 2016

AGENCIES ARE APPOINTED FOR LONGER WITH AVERAGE RELATIONSHIPS NOW
3.8 YEARS,UP FROM JUST OVER 3 YEARS IN 2014.
TEESREFSERBARER, M2014F83.35F I ER3.84F,

Marketer - agency relationships are lasting longer, further
reinforcing the consolidation and maturity in the market.
Media agencies come out top with the most stable relation-
ship averaging 4.6 years, followed by advertising agencies
with an average 4 year relationship. Digital agencies are the
most vulnerable, where the average partnership lasts just
2.7 years.

Marketer - agency relationships in China have gradually
stabilised over the last decade - when we first started this
survey, the average relationship was just 2.3 years - but
relationships are still of shorter duration compared to our
global benchmark and China still has some way to go to
reach global levels of stability.

IFEE-RERXRERA P8R T HZhREtimE. S
FRBNMUEBNXREARE , FHSIEER4.65 , ORECIE
SRIER | HISENEAE, T ESEREFRERNRRRAESS |
OB R RIRYERF2. 75,

FHE , TEE-REFXFESEHFRESER | BINFEFREZ
RET , JEE-RERXREEIISEE2 35, BMENLL , 5 &
F-RERXRFER B 2 REEDARRIE | RIATESEHRIRE
BIERFUKFZ B AFEER.

Client-Agency Relationships 2P S{({IEREXE

Length of the relationship (Advertising agencies) BIE SR IERHS{EX RAVEELAT A

6
5
205 T
4 3.40
‘ 3.18

3 2.70

237 2.50
2
1
0

2006 2008 2010 2012 2014 2016

. 5.91 5.88
5.42
4.97
5
4.05
4 3.60
3
2
1
0
BENCH BRASIL MEXICO UK CHINA INDIA
® 0 % 6 2
(]
. & 21 4 -

CLIENT-AGENCY RELATIONSHIPS 2014 (BRASIL-MEXICO) 2015 (UK) 2012: 215, 2014: 261 AND 2016: 225 (CHINA) AND 2010 (INDIA). DATA IN %.

- BEST PRACTICE
R3-SCOPEN &:::=

Marketers’ increasing length of tenure in their current roles
is a major factor in increasing agency stability; our respon-
dents have been in their current positions for an average of
4.7 years and with their current companies, 5.9 years. Both
numbers have increased from the 2014 survey.

Develop long term relationships by evaluating your agency
regularly, and giving open and constructive feedback. Have
the agencies evaluate the marketing team in the same way
to identify potential roadblocks to effective and efficient
partnerships.

In this new era of collaboration, one technique we have
recently seen paying dividends is to have agencies also eval-
uate each other - how well is your media agency rated by

www.rthree.com

IIEEREEREcREIK  XEREFETRENEEZRER. HNNZ
AR HSER 4. 7E | BEESRIARR RS AN 5.95
HEEL2014RIAREERIIB L7t

BT ERITHLEAERS |, FHEHAREEEERMNIRIR | REKISE
KE. ACERLAERNZETETZE SR EErREELEE
HMESHHRIEIEKERR,

EXT SE-REREEERA  BIREAME—Ft+o88875
% BNECEEEE Z A TR E——(RAVE R AT REVER
MR ? WTRAERE | (RIS ERRARAEIR SRIEER




your digital agency? What can your digital agency teach your
advertising agency about improved processes? These steps
are all about driving results and better ideas sooner.

WORLDWIDE

M AEN ? XEREEERE N T ERIRF T A HEE BT RIEIE.

AGENCY PARTNERS HIGHLY VALUED, BUT IN-HOUSE RESOURCGES ARE TAKING THE
LEAD ROLEACROSS MARKETING DISCIP LINES.
REFRAZIEN, BEFREHTEYD, BPAMTEZHLIEEZER,

In-house marketing teams are consistently involved in
leading and directing key disciplines, especially: strategic
development, below-the-line, digital strategy and data ana-
lytics. 87.1% of respon- dents say strategic planning is led
in-house, up from 73.2% in 2014.

64.7% of sales promotion is led in-house as is 53% of digital
strategy, 62.9% of data analytics and 43.5% of social media
strategy.

In contrast, 88.4% of creative and advertising development
resides firmly within advertising agencies and media contin-
ues to be led by specialist media agencies, although there
is growing in-house involvement in media, with 58.6% of
marketers closely involved with media planning and 46.1%
leading media buying.

IEENTRENESXBETET , THES5ES | (551 « Ik
KR, HTHREHERS. BFREREBIESTETR. 87 1%NZhE
FTRIERKIBSEREES | HE2014F8973. 2% B/ L. 64.7%
ROREEIESN. 53%ATEIFRER. 62.9%HIEIRDHT 43 5% ITIHIAR
BRIRE SERBES.

HHZT | 88 4%MEIER SRIBHIE SHERES | AR
BRETWENMIERES. FMIEASHE SR ARRBNESER
kS |, B58.6%HI SEBISSEIRY | 46. 1% ABESH
TRISE,

Market Trends iz
Who does what? T{ESED
ADVERTISING MEDIA BTL/MS DIGITAL OTHER OF PARTNERS
SIErEREE BAES RS ACTER HFEH HeERH : FORIER
STRATEGIC PLANNING SRB&HI%I 87.1 57.3 15.1 5.2 14.2 5.6 0.9 1.85
CREATIVITY / ADVERTISING DEVELOPMENT 45812 59.5 88.4 10.3 5.2 17.7 1.3 0.9 1.82
TV PRODUCTION EB#LS~&5HI{E 44.0 77.2 9.1 2.6 1.7 1.7 8.2 1.36
PRINT PRODUCTION SIS~ &4 50.0 79.7 6.5 8.2 3.9 0.9 4.7 ] 1.49 éﬁé
DIRECT MARKETING ET&(fT84 28.9 8.6 3.9 18.5 125 22 M—e—zs—» 458
SALES PROMOTION {244y 64.7 17.2 7.3 51.7 9.9 2.2 6.0 153
MEDIA PLANNING #5441k 58.6 6.5 81.9 1.7 10.8 3.0 2.2 1.63
MEDIA BUYING #8{AIIST 46.1 2.6 82.8 1.7 11.2 1.3 3.0 1.46

MARKETERS 2016: 405. DATA IN % AND AVERAGE.

IMPROVING THE EFFECTIVENESS & EFFICIENCY OF MARKETERS & THEIR AGENCIES
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AGENCY SCOPE 2016

Market Trends Tiz#5E8
Who does what? T{E{ R
ADVERTISING MEDIA BTL/MS DIGITAL OTHER L or pAmiEes
FL?J;E‘R?'E';';"_.; AGENCIES  AGENCIES %‘.‘[f_;%’:gg:?g AGENCIES  COMPANIES ;gé‘; ! INVOLVED
FPRE SR SREE FERRER T EE%{‘CE?% HFEH Hend SRR EYRER
EVENT MARKETING SERNE 53.4 14.7 6.5 72.4 5.6 6.0 6.5 i 159
DIGITAL STRATEGY AND cONsULTING #ir&assaesse (IO 15.9 16.8 4.7 71.6 8.2 52 ¢ 170
WEBSITES DEVELOPMENT Riszi& 53.4 14.2 2.6 3.4 59.1 9.5 6.9 E 1.42
DISPLAY / MICROSITES £ -H#iE/ &/ E FEE 49.6 18.5 15.9 3.0 59.5 7.8 6.9 { 1.54
SEO HEEBIEML 38.8 3.4 29.7 1.3 43.1 7.3 112 ¢+ 124
SEM 18333 |24y 37.9 3.0 30.2 1.7 42.7 7.3 112 1 123
SOCIAL MEDIA / E-PR / KOL #35ME8/RILE/AE / KOL 435 7.8 185 3.4 63.4 11.2 65 | 148
DATAANALYTICS $ES#H F 11.6 31.9 12.1 341 28.0 43 ¢ 181
MARKETERS 2016: 405. DATA IN % AND AVERAGE.
Market Trends THiZ#3 %8
Who does what? T{E/ES
ADVERTISING MEDIA DIGITAL OTHER :
QJBEENI‘;';L.; AGENCIES AGENCIES i;g%’:;'_;:; AGENCIES COMPANIES Tﬁ‘/ Aﬁ i INVOLVED
FPRIET guEranEn giaREs - HE%NEE% HFEH HEeNF = HIRER
CRM / E-CRM EFXRERE | 534 | 3.9 5.2 9.9 19.0 15.5 17.7 107
MOBILE MARKETING (APPS, DISPLAY) FSafiEtH / APP FF& 43.1 11.2 14.7 4.7 59.1 8.6 15.1 { 1.41
DIGITAL PRODUCTION 1=l 32.8 14.2 6.5 22 67.2 7.8 73 1 131
RESEARCH FHIZEHT 53.4 7.3 8.2 9.9 6.9 59.9 43 . 146
BRANDED CONTENT [RASPIZTEHY 43.1 22.4 10.3 35.3 9.9 91 | 178
E-COMMERCE FEF#5 a7 6.9 4.7 29.7 25.4 211 1 123

MARKETERS 2016: 405. DATA IN % AND AVERAGE.

R 3_ SCUPE BEST PRACTICE

RIELE
Consumers are fragmenting and marketers and agencies
are doing more to reach them. The resources needed to run
an ‘always-on’ 24/7, fragmented, multi-approach campaign,
and evaluate the analytics involved is far more complex than
it was just a few years ago. This only leads to one solution:
train, promote, and hire more and better people.

The most successful marketers we work with have a strong
internal nurturing culture of constant training and fast
tracking. The critical areas of strategic development and
direction mean leading cross-discipline teams drawn from
the Brands, Sales, HR, IT and Analytics, adtech and social
media, and requiring strong internal management and
resources.

www.rthree.com
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WORLDWIDE

MOST MARKETERS SATISFIED WITH THEIR CURRENT AGENCY PARTNERS BUT A THIRD

MIGHT OCCASIONALLY CONSIDER A PITCH.

REH EEMELGRIHNEEREREE

Marketing services agencies score the highest, with market-
ers 83% satisfied with their current relationship, followed by
70.2% of marketers satisfied with their advertising agency.
Digital agencies score lower, with 66% satisfied with media
agencies dropping to 62.9%. That means around a third
of all marketers are either indifferent to or dissatisfied
with their current agency relationship.

100%

75%

50%

[T S v

;fﬂj I%‘ I

25%

0%

3.74
(524 RELATIONSHIPS)

3.67
(255 RELATIONSHIPS)

ALL CREATIVE AGENCIES
FERrERIES

ADVERTISING AGENCIES
RS

3.91
(88 RELATIONSHIPS

MARKETING SERVICES
HTHAEH

B=pZz—0 EEMEEHITILRE,

RO EERHERA THREHERSER | 83%8 SEEWH
LRI T EHRSNERREFE  DRRCIE SREE . &
70.2%89 SEMESRISIR SUERREIRE. M ERMES
=, 66%H EEMHBEHE  WENREEREHEEA SENT
PERT62.9%, XEWERR EE=0Z2— SENHRIAERIRERR
E—REEHE.

The Change of Agency I IERHIEIZR

Satisfaction with current Creative Agencies X451 SRIEEIHEIEE

SATISFIED
® =

INDIFFERENT
®

Py DISSATISFIED
TR

DK/NA
AHE/FER

4.0
3.72
(144 RELATIONSHIPS)

DIGITAL AGENCIES
HFEH

CLIENT-AGENCY RELATIONSHIPS 2016. ALL CREATIVE AGENCIES (537) - ADVERTISING AGENCIES (263) - MARKETING SERVICES (88) - DIGITAL (150). DATA IN %.

But predisposition to changing agencies is higher in China
than in our other benchmarked markets, reflecting the
shorter agency relationship tenure.

EHE , ERAERNNEESTREMEETDR , FATENS &5E5
REBRISIFHAREIE.

Change of Agency FIRVIERIEE

Predisposition to change current Advertising agency B34 a18l = SIRRIRYHRE

WON'T CHANGE &8

CAN'T DECIDE FABERTE

WILL CHANGE £
DK/NA A&/ NEF

6.4
2012

2014

CLIENT-AGENCY RELATIONSHIPS 2014 (BRASIL-MEXICO) 2015 (UK) 2012: 215, 2014: 261 AND 2016: 225 (CHINA) AND 2010 (INDIA). DATA IN %.

2016

BENCH BRAZIL MEXICO UK CHINA INDIA
D R aa
a .' N7 ©
A 4 K 54 -
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AGENCY SCOPE 2016

Bad service and account team issues are amongst the most
frequently mentioned reasons for changing to another agen-
cy. For advertising agencies, 30.8% of respondents mention
this as their key reason, 22.7% for digital agencies and
22.2% for marketing service agencies. For media agencies,
lack of creativity and innovation were cited by 23.8% and
23.8% also mentioned high costs and transparency as the
main reasons for deteriorating relationships.

Online, trade media, ad awards, events and seminars are

all highlighted as important ways marketers stay in touch
with what’s happening in the industry. But the most effective
form of communication from agency new business teams
are: email and credentials presentations mentioned by
41.8% of marketers, followed by social network 19.4% and
research about my sector 16.8%.

R 3_ SCUPE BEST PRACTICE

RIEXLE
Meeting marketer expectations is always going to be the
number one challenge for agencies and our survey shows
generally fair levels of satisfaction. Problems and issues
will inevitably threaten even the most stable relationships;
therefore, open and honest feedback is critical.

With an effective evaluation process in place, there should
be a mechanism to identify issues and put into place plans
for improvement. The agency should be given feedback and
a fair chance to improve performance. When all else fails
and a pitch is inevitable, our most valuable learning is time.
Don’t underestimate the time and complexity of the pitch
process, and if a pitch is called, be open and transparent
with current partners.

FEARIBRSS LN ZFEAN R R E RS AERAREE. YT
SIES SER | 30.8%MIZNERT LAREEERE , M THF
REFNL THERRSER | X—thIDHI/922.7%F122.2%, Xt
FENMER | 23.8%FRTRZCITSCIH | 23 8%FRFMASERER
B, RS SESHINAEREAELNEERR.

ML, TARAR, [TERI. SEIRRTSR & 7RSS
NEZERREZ. Ba, T SEREREFEXEEREMAIEREN : 41.8%
R SERTREIRFEMERIXERER | 19.4%F LN

28, 16.8%FR X TUARRIAR.

REBHIGRSR AR ERTHE SEEE , HARESR
IIEEREESGRS. EEESRRENXR  BEIGSFHEA
READ , BEEFFAL. B IREREE.,

EEMANHERERS | Bz "RIER" AE , FEIERERAY
BUHTIER. TEEMZANERRMRER  FHE TR RN
=, WNRMMIBTEIILAKRINEL | NMEREITHRE , BAIEEEEM
HERE. FEEERREMGI RN ERERE. WRESEEL
8 BT LRSI E R R FFERA.

67% OF MARKETERS SCORE CREATIVITY/INNOVATION AS THEIR MOST DEMANDED
CHARACTERISTIC OF THEIR IDEAL ADVERTISING AGENCY.
67.3%R S EINACE/CIFERENE SREFZEFNEERR.

When a pitch is called, marketers at the shortlist stage list
specific criteria for each type of agency including: reputa-
tion, creativity and network strength, all which are ranked
highly. For advertising agencies, 22.8% of respondents also
mention previous working relationship as a reason to add an
agency to the shortlist. For digital agencies, 17.3% mention
previous relationship with 20% influencing the media agency
shortlist. Past knowledge of an agency and its leader-ship
has shown a big increase in importance in this latest

survey, reflecting growing experience of marketers.

www.rthree.com
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WORLDWIDE

Agency Selection ERIER

Criteria used to create a Short List of Creative Agencies %k BIECIERZ BAINE

Creativity & Innovation €I&/6I#T

Agency reputation, prestige {{IERIAE

Previous relationship with the agency LAMEFRISIEXR
Previous cases LAGERIZEMI

Structure / International network Z2ta/EFRRIZS
Professional team ElHIERA
Strategic Planning / Insights SB&M%I/RZ=
Integrated services offering EAEEHE
Account service {ERIIZEFIRS
Knowledge and experience LR/
Effectiveness / Results B3RH96LER
Digital capabilities BE&#=EHH8g

m INTEGRATED
BADVERTISING

B MARKETING SERVICES
HDIGITAL

Local / Cultural fit Afb/EtS
Other HE

DK/NA &/ &R

o
=
S

MARKETERS THAT WORK WITH CREATIVE AGENCIES 2016: 310. DATA IN %.

When probed on their agency selection criteria, creativity
and experi- ence top the list of key attributes marketers want
in their ideal agency. For advertising agency selection, 67.3%
score creativity and innovation most highly; 53.2% highlight
knowledge and experience (of brand, sector, business);

and 43.2% demand strong strategic planning, which should
prompt agencies to continue to strengthen their strategic
offering. Marketing services agencies are expected to offer
strong implementation and execution resources as were
mentioned by 56.1% of respondents, with digital agencies
needing strong all-round digital capabilities as scored by
55.1% of respondents.

ITS CREATIVITY {XIERFRIBIRAE
THE AGENCY'S TEAM {XEERFHIEIRA
STRATEGIC PLANNING IN ADVERTISING AND COMMUNICATIONS FR3Z#ES/ E3&5RB& AL
AGENCY EXPERIENCE IN A SIMILAR SECTOR IN CHINA {{IBRI7E-R BT EEXRIER
ITS RESULTS FOR OTHER CLIENTS HE B2 FREAIZER
DIGITAL CAPABILITIES E&E#FEHEEN
THE COST OF SERVICE {XIEF5ZEF
OFFERS INTEGRATED SERVICES (B AEHIRS
AGENCY WITH NO CONFLICT IN MY SECTOR IZE\IEhigaTambse
PREVIOUS RELATIONSHIP WITH THE AGENCY SHIERLUENAIEXR
SIZE OF THE AGENCY XIERSHONIAE
MULTINATIONAL AGENCY EFRIEAIERS
AWARDS 1TMI3ZIR
RECOMMENDATION OF ADVERTISER HEAD OFFICE /Bt
MULTIPLE LOCATIONS OF AGENCY IN CHINA RIEREARIHE S AE
HELP OF EXTERNAL CONSULTANTS JSZ SN ERIER
LOCAL CHINESE AGENCY FEATIER

o

MARKETERS WORK WITH CREATIVE AGENCIES 2016: 310. DATA IN %.

For the ideal media agency, 39.3% rank media planning
and communications strategy most highly whilst 31.5% of
marketers rank transparency as the third most highly ranked
attribute, reflecting the ongoing global debate on agency
rebates and digital buying mark-ups. There are clear lessons
here for media agencies on accountability and transparency.

™

N
o
w
o

RREENERRER |, QIEMERAE SERFERNERXE
IBIRRHERI. TR SHRERNEEINE | 67.3%MNZihES
EENMOIES0UH , 53.2%BEAEME. TUAMSTTEATHIRFIE
3, 43.2%FRIEHEERARIRIERLES  XATLUSG CER AT
IESRERIRIRSS. 56.1%MIRInERBL THnEHRSCERRMEE
DRISEREFRHAATERIR |, 55.1%MNZhERENFNERESEANE S

#FRen.

Agency Selection 1% CIER

Agencies Selection Criteria HkifhmtE

W ADVERTISING
M MARKETING SERVICES
H DIGITAL

[N
N
w
S

XTFIEBAYERNMUER | 39.3%RZ BB ERARITIEERENARE
ZHEM , M3L5%M SEFBEREFINE=8Z20FNE  XRRT2
BRI YRR EHOAN S ST AIRE. SR MRERR T LA AR
REY , RESEEMERE.
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AGENCY SCOPE 2016

When asked to list the criteria in an ideal integrated agency,

BB S5 SEERENESIRIERRINE , ISR,

marketers also ranked: strategic planning, professional team  GAFARESEIIRSFIFHESR | IXEREHIERER AT

and integrated services as key demands. These should fea-
ture strongly in any holding company agency model.

HEHRER.

Agency Selection &R (CIER

Characteristics of the ‘Ideal’ Lead-Integrated Agency "IEAERY" BESEHERIESNEMY

Knowledge and experience (being leading agency) $hR/&1&
Strategic planning $E&H%)
Professional team EAIERA

Implementation / Execution #IWEHAT

HW

Creativity & Innovation g1E/clz

: — I
International network EFRRLE

Integrated services offering BEAERHRS I —

Account service ZFHRS
Agency reputation, prestige IERFEL
Digital capabilities E&iFE456E
Proactivity / Initiative ZEzhit
Understanding of communication platforms 33 FHEBFERITHE
Value for money ¥/&FHE
ROI (Effectiveness) $&&EEIR (B )
DK/NA FHME/ &=

o

MARKETERS THAT ‘WORK WITH INTEGRATED AGENCIES’ 2014: 107 AND 2016: 124. DATA IN %.

R 3_ SGUPE BEST PRACTICE

wIEXE
Agency pitches are expensive and time-consuming, a pitch
process can take up to 12 months or even more, and should
be a last resort when all else has failed.

Evaluate where you are, and set measurable goals and
benchmark for a successful pitch outcome. Define agency
selection criteria in consultation with key stakeholders and
include these in the agency RFP.

www.rthree.com
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WORLDWIDE

AGENCY PITCH IS STILL THE MOST POPULAR PROCESS FOR SELECTING A NEW AGENCY
PARTNER, BUT PITCHES OFTEN LACK TAILOR MADE IDEAS.

BERME SEREFSEREFNEZRUMNAN, EREHRRHYRERREE
Rz 25 ERHNNE.

Amongst those deciding to review their current creative REEFFRNARISCIRRER XA SEF |, 90.2%FZHESFKA
agency relationships, 90.2% of respondents would use a LURERAE. 2L1%SAEMR ESS |, AR T , tLATREEAtLiEiniE
pitch process. 21.1% would use a trial assignment, either H—ER9y, Eplzth , hE-SEETBNRES T2TRE .,

on its own or as part of a pitch process. Not surprisingly,
Chinese marketers would call a pitch more frequently vs our
global benchmark.

Agency Selection iR (CIER

o Creative Agencies Selection Methods BIEIEmIER G

90

80

70

60

50 @ Pitch tbis
40 @ Trial assignment/project BRI MR TE/TIE
30 @ No pitch (Direct Assignment) <LK
20
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[0}
BENCHMARK BRAZIL MEXICO UK CHINA INDIA

® 0l ¢ le z
(]
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MARKETERS INDIA (2010), 2014 (BRAZIL), 2015 (MEXICO, UK) AND 2016 (CHINA). DATA IN %.

When evaluating the pitch process and content, over 63.6%  iHALRBRIERABE , #E1363.6%H EFFrEIERERNRERPE
of marketers said the creative agency presentation didn’t STEHEFINEIERE , 68 4%RRENRIEFANRRRZ 5 RERE)

contain enough ideas tailor made to their brands and 68.4% =, RERHEFIISTFEFNTMN BRATISEERIG BRAR,
said the media agency presentation lacked brand-specific

ideas. That being the case, this is a further valuable insight
for agency new business teams.

Agency Selection IR LIRS
Tailor Made ideas presented for your brand (Creative Agencies) IR E S E4IA0IR2 ( IEIER )

IN THESE PRESENTATIONS, DID THEY GIVE YOU IDEAS THAT WERE TAILOR MADE FOR YOUR BRAND(S)?

REFENENRIEESEFRNASIG ?

MN%

@y
In the UK 68.8%

of agencies include tailor made ideas
in credentials presentations for the prospects
HEHEE,
@ css 68.8% HIIRE £ A ER P RIRERRAY,
RIEBFEHHNE

[ =

MARKETERS THAT WORK WITH ADVERTISING AGENCIES AND ‘RECEIVED A NEW BUSINESS PRESENTATION' 2016: 143. DATA IN %.
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AGENCY SCOPE 2016

BEST PRACTICE

BRIESE

R3-SCOPE

Agency pitches involve a lot of work from the agency side, for
which they are rarely reimbursed.

If an agency is going to the trouble of a presentation, it has
to be relevant and focussed to cut through. For marketers,
that means giving a clear brief and expectations, as well as
having a transparent selection criteria. For agencies, that
means taking time to really understand the problem and to
keep ideas and the solutions focused on the brands, other-
wise it won't get the attention it deserves.

ErvmdiEt  AESTEENTFESTIE  BMIRMSEIHREN.

%’Fﬁﬁ%ﬁﬁ%ﬁ%bﬁﬂﬁa , ABMRENER, YFPER. WFT
HEMS U*E{‘dﬂllﬁ-a%***i&ﬁﬂﬂfa/ﬁ FREPHAE | FFRAIER
E’Jiﬁ?h‘/& Xﬂ:{tﬂ'ﬁﬁ‘ﬁa BEREIZRRAERIET #Z0

R, RESmEAE *E?GE’J@J%%D%J&TJ‘* B TESEINBRY
9&71

FEE /RETAINER AND PROJECT BASIS IS MOST USED AGENCY REMUNERATION MODEL.
AR 55 %8 A/ SE BRI BT B2 R EIEAARE1E,

72.2% of advertising agencies are remunerated by fee/re-
tainer, up from 55.8% in 2014 and just 40.5% in 2012. Fees
are also most often used to remunerate marketing services
(53.4%) and digital agencies (58%) alongside project-based
payment. 63.4% of media agency relationships are based
on fees / retainer but with 25.2% still basing payment on a
simple commission model.
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Client-Agency Relationships 2P S5(YIBEFXR
Relationship Model (Way of working with agencies) SXIERIRISIER/R
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Incentive payments to agencies still lag behind other survey
markets. 21.7% of advertising agency relationships include
an incentive payment, compared to 38.1% amongst our glob-
al benchmark. For marketing services and digital agencies,
an incentive element is even lower at 13.6% and 12.7% of
relationships. Amongst media agencies, 19.8% of relation-
ships contain an incentive element.

Incentives, when they are paid, range from 8.7% to 11.5% of
annual remuneration.

www.rthree.com

MARKETING SERVICES
AN

29.5
28.0

6.8

DIGITAL AGENCIES
SHEH HFEH

CLIENT-AGENCY RELATIONSHIPS 2016. ALL CREATIVE AGENCIES (537) -
ADVERTISING AGENCIES (263) - MARKETING SERVICES (88) - DIGITAL (150). DATA IN %.
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Client-Agency Relationships 2P 5B X%

Remuneration Advertising Agencies (Incentive payment) | &5 IEFEHIES 52 (2% )

AVERAGE BONUS % BASED ON

ANNUAL REMUNERATION 14.72% 12.40% 11.50%+
RS ERETBENKE
21.7
36.8
@ s =
OnNo & 69.6
DK/NA K1/ FNEFR 60.9
8.7
2012 2014 2016

CLIENT-AGENCY RELATIONSHIPS 2014 (BRASIL-MEXICO) 2015 (UK) 2012: 505, 2014: 552 AND 2016: 263 (CHINA). DATA IN %.

R 3_ SGUPE BEST PRACTICE

RIEKE
Fees / Retainers are increasingly the standard method of
agency remuneration based on a clearly defined scope of
work. Clearly defining the agency role and workload be-
comes critical to ensure fair and reasonable payment.

Setting clear, measurable objectives that contribute to busi-
ness growth underpin both base payment and incentives.
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CLIENT PROCUREMENT TEAMS ARE INVOLVED IN 70.7% OF CREATIVE AGENCY
‘l NEGOTIATIONS AND 69.4% OF MEDIA AGENCY NEGOTIATIONS.
70.7%H) I EAREEIKFI LR 69.4% IR RIBRIXF, ERARWHERTSS,

The 2016 study has seen a significant increase in the
involvement of client procurement in the agency negotiation
process, with 70.7% of marketers saying procurement is
involved with the negotiation with creative agencies, and
46.8% say the process is jointly led by marketing and pro-
curement. Procurement is more involved in China compared
to our global benchmark.
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AGENCY SCOPE 2016

Agency Selection 1% IRR
Negotiation process (Creative Agencies) IKFIITFE (BIE=IRRS)

IS YOUR PROCUREMENT DEPARTMENT INVOLVED IN THE NEGOTIATION WITH YOUR CREATIVE AGENCIES?

HRWEHE SRR S EREHISES ?

100%
75% 58.2
50%
25% 38.2
4

. YES &
. NO &8

WE DO NOT HAVE PROCUREMENT TEAM

0%

BENCHMARK BRAZIL MEXICO
< S
. & "' 2

MARKETERS 2014 (BRAZIL), 2015 (MEXICO, UK) AND 2016 (CHINA). DATA IN %.

Marketers scored procurement team involvement very highly
for price negotiation, value for money and financial transpar-
ency (mentioned by 69.2% of respondents).

R 3_ SCUPE BEST PRACTICE

RIEKE
Procurement involvement in the agency selection and fees
process is here to stay and meeting little or no resistance
from agencies. All sides appreciate the value and transpar-
ency procurement can bring to the process.

Keep procurement involved throughout the process, as they
will probably get an equal vote in the final decision making.

www.rthree.com
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MOST RESPECTED COMPANIES IN CHINA
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MARKETERS 2012 (261) AND 2016 (405). DATA IN %.

BEST CREATIVE CAMPAIGNS
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MARKETERS 2012 (261) AND 2016 (405). DATA IN %.
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AGENCY SCOPE 2016

ABOUT R3

OURREASONFORBEING

In a word, we are about performance. R3 (www.
rthree.com) was set up in 2002 in response to
an increasing need from marketers to enhance

their return on marketing, media and agency
investments, and to improve efficiencyand RETURN UN AGENC'ES
effectiveness.

We act as coach to marketers wanting to play
better.

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

UUR BACKGRUUND We take the lead on improving the Integra-

tion process through proprietary software

We’ve worked with more than one hundred )
and consulting.

companies on global, regional and local assign-
ments to drive efficiency and effectiveness.

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

Through global work for Samsung, Coca-Cola, IMPROVING THE

JNJ, Visa, Unilever and others, we have devel- EFFECTIVENESS

oped robust benchmarks and process targets

for more than 70 countries. I\&n:;ﬂg:_il;[év OF RETURN UN MEDIA

& THEIR AGENCIES We offer professional analysis of the media
' process, planning and buying with propri-
etary benchmarks and tools to set and
measure performance.

We conduct financial audits to validate and
benchmark transparency

WHATWEDO

Our core service offerings include proprietary
processes and tools in the areas of marketing
investment and agency relations.

HOW WEDOIT

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

backgrounds.
Since 2002, we've interviewed more than
2,000 marketers about their agency relations. L ECECEE R RETURN UN |NVESTMENT
Since 2006, we've spoken to more than We review marketing data, structure and
80,000 consumers in China’s top twenty cities processes to help benchmark and drive
and continue to do so every three months. improvement.

We track Digital Engagement in China
Each month we exclusively track over 500 through a proprietary study in China called
agency new business wins. EnSpire

We authored the book “China CMO” about mar-
keters in the world’s most dynamic country. We
maintain an ongoing database of media costs
for key markets.

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

www.rthree.com



WORLDWIDE
WORLDWIDE
Greg Paull @F% Goh Shu Fen 275
Principal and Co-Founder SEFaEESBIIAA Principal and Co-Founder SFeEASBITAA
greg@rthree.com shufen@rthree.com
Asia Pacific IV K
Beijing Jt&= Shanghai Lig Hong Kong &i&

A 1801, Chaowai SOHO, No.6 B Chaowai Street,
Chaoyang District, Beijing 100020, China
tRMEAEXEAINAE 2,65 #35FSOHO ARE1801ZE
T EBiE +8610 5900 4733

F {£E +8610 5900 4732

Singapore

69A Tras Street, Singapore 079008
TEEiE +65 6221 1245

F{&E +65 6221 1120

North America Jt3E

Room 4203, United Plaza, 1468 Nan Jing Road
West, Shanghai, 200040, China

iR KR Rraig 1468 SRR AE4203E

T EE}E +8621 6212 2310

F{£HE +8621 6212 2327

Ho Chi Minh City

8th Floor, 135A Pasteur, Ward 6, District 3, Ho
Chi Minh City, Vietnam
TEBIE +84 6290 3336

Latin America H/3E

23/F, One Island East 18 Westlands Road
HongKong.
T EBJE +852 3750 7980

Europe EXM

New York %4

4th floor 57 W 57th Street New York, NY 10019
US.A
T HEiE +1 646 416 8088

Sao Paolo ERZ
Contact us BXZ&EA]

London /€34
Contact us BXERHA]

‘ www.rthree.com

‘ www.r3adtech40.com

! SCOPEN |

weibo.com/r3china

‘ www.r3integration40.com

‘ www.r3social40.com

Cesar Vacchiano

President & CEQ SFFEEHITE
cvacchiano@scopen.com

Madrid

Velazquez 24, 28001, Madrid, Spain
THiE +34 917 021 113

‘ WWW.SCopen.com
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