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ew places in the world are changing faster than Asia.
The purpose of this R3 White Paper is to analyze and understand

are the major shifts in the way marketers are

engaging their agencies across the Asia region

do these shifts differ from one country to another in
HOW this part of the world

implications will these trends have on agency-client
WHAT relationships

After examining this chain, we will also put forth certain ideas on agency
management and what clients can do to ultimately create
successful brands.
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METHODOLOGY
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his work was conducted by speaking directly with senior marketers

in Asia. Using an online survey, we interviewed 40 marketing execu-

tives from top performing brands across 7 different markets includ-
ing Singapore, Malaysia, Thailand, India, Indonesia, Vietnam and China.

Among those interviewed, 60.7% hold managerial positions and around
21.5% of them are Marketing Directors.

Using our internal network and database we were able to get respond-
ents from some of the top performing brands across different industries
such as Unilever, Nestle, Fonterra, Birla Sun Life, Carlsberg, Acer, SingTel,
Johnson & Johnson, and Mead Johnson, to name a few.

The results from the report are meant to provide some insight into major
trends in this growing category and how these trends are affecting the
marketing dynamics between clients and agencies.
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ASIA'S MARKETERS ARE FINALLY GOING SOCIAL

82% of the respondents admitted that they foresee social networking to
be included in their marketing mix alongside other interactive mediums,
such as Brand and Product launches, SEM, SEO and Experiential
activation.

Consumers in this region today are yearning for interaction and com-
munication with their favorite brands, seeking for more than just passive
forms of messaging. What has resonated in the last few years among
marketing professionals and agencies alike is the push to invest in Social
Media. More than 70% of marketers in this study use external companies
to support their social media needs.

Brands across Asia should work towards a strong digital strategy led by
social media, while bearing in mind the minor differences in social plat-
forms and online behaviors across the region.

THINK LOCAL, ACT LOCAL

Considering just how fragmented and multi-faceted Asia is in terms of
economy, culture, language and preference, there are strong and clear
differences between consumers amongst different regions. Consequent-
ly, marketers are now seeking a mix of global and local agencies to cater
to these nuances.

72% of respondents have broken a global or regional align-
ment to appoint a local agency.

Respondents assigned the most weight to expertise, execution, and
understanding of their consumers and the client’s business in agency
selection.

CREATIVITY AND INSIGHTS MATTER

Amongst all the criteria used to assess their multiple agencies, 91% of
marketers ranked “Effective Creativity” as the top attribute in terms of
agency capabilities. For Media Agencies, Shopper Marketing and Digital
Agencies, this factor is even higher.

Linked to this, 83% of marketers demand “Consumer Understanding”
(93% of those looking at Ad Agency capabilities), ranking this even higher
than the ability to understand their own business.

The message for Asian marketers and their agencies is clear - big ideas,
supported by sound insights, matter.
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DETAILED FINDINGS

Over the last few years, Asian marketers have witnessed high consumer in-
volvement across all brands and products. Adrift from passive messaging,

consumers today are active in commenting, reviewing, interacting
and being involved in all aspects of a brand. This general

trend is strongly reflected in the activities marketers
across the region are choosing to conduct, the
agencies they are appointing, and the way

they perceive the future of marketing in

Asia.

Brands are using the information

DIGITAL MARKETING (EX MEDIA)

8.8%

gathered from online channels to
focus on more engaging forms
of marketing. For example,
Event and Shopper Marketing 9.2
are thriving with new integrat- SHOPPER MARKETING
ed media and social informa-
tion sources. These trends
are visible across Asia, which
is a testament to the fact that

a growing number of individu-
als are sharing their personal 12.2%
information, opinions, and re- EVENT

views in the online space.

Across these seven countries,

most respondents of the survey

claimed that around 47.6% of their

marketing budget- which on average

among respondents was USD 16.93 mil-

lion- was still allocated towards Media, where-

as Event Marketing, Shopper Marketing, Creative

Fees and Digital Marketing each accounted for only 10%

MARKETING
BUDGET

6.1%

OTHERS

4.2%

PUBLIC RELATIONS

of the total budget. However, marketers generally agreed that

there is a massive shift taking place in the field.

12.0%

CREATIVE FEES AND PRODUCTION

41.6%

ADVERTISEMENT MEDIA
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SOCIAL MEDIA
LEADS THE WAY

The top 13 activities that respondents felt would be more
frequently conducted in the future included Social Network-
ing (82%), followed by SEM (64%) and Brand and Product
Launches (64%). SEO (61%), Experiential Activation (57%)
and Online Display Advertising (46%) came next, closely
followed by activities such as Sampling (39%), Sales Pro-
motion (39%), Supermarket Activation (36%) and Mobile
Advertising (36%). More traditional forms of marketing
such as Conferences and Seminars, Trade Fairs, and In-
dustry Relations were at the bottom of the list.

EVENT
ROADSHOWS
BECOME MORE
IMPORTANT

ACTIVITIES TO BE CONDUCTED
MORE FREQUENTLY IN FUTURE ToP 1-13 %

SOCIAL NETWORK

SEARCH ENGINE MARKETING (SEM)
BRAND & PRODUCT LAUNCHES
SEARCH ENGINE OPTIMISATION (SEO)
EXPERIENTIAL ACTIVATION

ONLINE DISPLAY ADVERTISING
SAMPLING

SALES PROMOTION
SUPERMARKET ACTIVATION
MOBILE APPS

MOBILE INTERNET

BLOGS & FORUMS

ROADSHOW

This shift towards more integrated forms of marketing is
already visible in the individual disciplines. Taking a look
at just the 10% allocated towards PR for a brand, activities
such as Marketing PR, Digital PR, and Press Conferences
are much more highly conducted than Financial PR, or Gov-
ernment relations. In fact, over 96% of the respondents
claimed that they saw Digital PR and Social Networks play-
ing a greater role in their PR strategies.

Similarly, a closer look at just the Events Category showed
that 20% or more of the respondents frequently conducted
activities like Road shows, Brand and Product Launches
and Experiential activation in comparison to Conferences
and Seminars or Exhibitions.

Within the Sales Promotion category, Point of Purchase
marketing was the most frequently conducted activity
among 66% of the respondents. Sampling and Shopper
marketing were also frequently carried out.

This data goes to show that although currently 47.6% of
the marketing budget is still allocated towards media, com-
panies in Asia are significantly diversifying their marketing
mix into other marketing service activities.

Respondents from India, Indonesia, Sin-
gapore, China, Malaysia and Thailand all
believed that Social networking would
be more frequently conducted alongside
other activities such as Experiential ac-
tivation and Brand & Product Launches.
Some of the markets that are the fore-
runners of this trend are Singapore and
Malaysia. These countries currently allo-
cated the least to media. In fact, 26% of
a marketing budget in Singapore is allo-
cated towards Events, and already 64%
of respondents in Singapore use SEM.

82%



WHAT DOES
THIS MEAN
FOR
MARKETERS?

CHOOSING THE RIGHT CREW

Only 45% respondents of those employing a
digital agency or a media agency claimed that
the agencies were from the same holding group
as the advertising agency. The numbers were
significantly lower for other agencies.

The majority of the respondents employing
these different teams didn’t do so from the
same holding company. Only 17.5% of those
hiring an Event & Activation agency, 15 % hiring
a Sales Promotion agency, and 10% of those
hiring a PR agency did so from the same
holding company. Clients outsourced each task
to the agency they thought would be more fit for
the job.

Many Asian marketers opted for hiring special-
ized external agencies rather than appointing
sub-units of a larger conglomerate. What has
emerged is a strong need for a high level of spe-
cialization, making clients opt out of one-stop
shop global agency giants.

There is also some merit in the fact that local
and specialized agencies may have a better grip
on handling local campaigns. As one marketer
claims, “...each agency type has strength in
terms of experience, exposure and way of
executing ideas. My experience showed that a
multinational agency is not a guarantee of an
expected result - often a local agency can drive
better ROI. Particularly for Below the Line work
(and to some extent digital), my preferences go
to a local agency.”

When discussing the criteria to hire different
agencies, international footprints and senior
involvement in brand campaigns weren’t nearly
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as important a capability as good working pro-
cesses, effective creativity, and understanding
of the business and the consumer.

When it came to Creative and Media agencies,
more than 45% of the respondents claimed that
a stable account team was of more importance.
Across other areas like PR, Events Activation,
Sales Promotion, Shopper Marketing and Digital
marketing, more than 50% of the respondents
claimed that a good working process was of
utmost importance. In fact, in practices like
Events Activation, Sales Promotion and Shopper
Marketing, none of the respondents looked at
hiring an agency with an international footprint.
With a region as diverse as Asia, it makes
sense that marketers would rely on local, more
specialized agen-

cies rather than

lobal fi -
global firms Hiring a global agency is not a guar-

antee of delivering expected results-
local agencies drive better results at
competitive rates- and international
agencies often put forth an over-
charge rate with low quality results.

It was also across
all marketing
practices that
respondents
looked for ef-
fective creativ-

ity rather than
award-winning
creativity. Moreover, when it came to service,
across the disciplines it was most important

to respondents that their agencies understood
their business. When it concerned agencies
handling events activation, sales promotion,
and shopper marketing, clients looked for good
execution and production.

In terms of strategy, especially in areas such as
digital and social media marketing, there was a
high level of importance placed on the creative
use of new media channels. For more tradition-
al marketing practices like Advertising, 92.9%
of the respondents claimed that the most im-
portant thing was for the agency to understand
the consumer.

When looking at the whole puzzle, it's clear
that Asian marketers are looking for strong,
local, specialized agencies that are aware of
their business, aware of the consumer, and can

IMPROVING THE EFFECTIVENESS

& EFFICIENCY OF MARKETERS
& THEIR AGENCIES

deliver an effective quality of work.
10



Therefore, it is no surprise that most clients chose to outsource a lot of their marketing functions. The research showed
that close to 75% of the respondents hired an external agency for their social media activities and their digital PR.

What implications do these choices have on agency management? Well, a client choosing to employ specialized agen-
cies will also have the task of bringing the puzzle together to form a strong unified and coherent message for the brand.
It's much like the job of a wedding planner, where the flowers and table cloths must be in sync with the overall theme of
the wedding. Much like this, there must be a wedding planner- a lead agency - that takes the process of coordination,
integration of the brand messaging, and communication strategy under its wing.

WHAT
MARKETERS

THE ToP QUAI_ITIES MARKETERS AND CHANNELS
LOOK OUT FOR ,BY AGENCY FOCUS

STABLE ACCOUNT TEAM

EFFECTIVE CREATIVITY

UNDERSTANDS CLIENT BUSINESS
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UNDERSTANDS CLIENT BUSINESS
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HAS GOOD WORKING PROCESS
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14.2%
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-
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GOOD EXECUTION EVENTS
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=
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WHO IS IN
CHARGE?

It is no major surprise that amongst respond- Being a lead agency requires more than just co-
ents, the lead agency of choice in over 80% of ordination- it also requires a substantial amount
the cases tends to be the creative agency. This of assimilation in messaging, strategic planning

is fairly similar across the different territories and above all, integration. In a previous R3
in Asia. Likewise, it is no surprise then that White Paper, integration was defined as being
the budget allocation reflects this finding with able to manage the different factions and agen-
the majority of the fees going to media. When cies involved in the brands’ success. Integration
choosing a lead agency, however, marketers has a lot to do with defining the chain of com-
should keep in mind the overall goals of their mand as well as setting thorough guidelines on
campaign and brand messaging. incentives and fees that reward integration.
LEADING AGENCY
MOSTLY SELECTED (%)
100% :
90% pas 25.0 25.0
80% :
70% :
60% :
50% 100.0
40% :
: 100.0
30% : 75.0
N 66.7
20% :
10% :
0% ...........................................................................
CHINA INDIA INDONESIA MALAYSIA SINGAPORE THAILAND VIETNAM
@ ADVERTISING AGENCY @ DIGITAL MARKETING AGENCY PR AGENCY MEDIA AGENCY

5 interviewees from China; 5 interviewees from Malaysia; 5 interviewees from Indonesia; 6 interviewees from Singapore;
8 interviewees from India; 5 interviewees from Thailand; 6 interviewees from Vietnam.

To offset complicated processes that may evolve, transparency was also a key issue addressed in
our last paper.

These points are of utmost importance when discussing agency management as well. What clients |« o o rvenEsS
and brands will increasingly need with the forthcoming trends discussed in this paper is an inte- & EFFICIENCY OF MARKETERS
grated service from their lead agencies. Around 85% of the respondents said that they expected &THEIR AGENCIES

more integration from their lead agencies. -



They should be “able to integrate the top stories or mes-
sages in thematic communication to 360’ campaign
messages”. Furthermore, clients are looking for agencies
that are “one-stop service providers from creative concep-
tualization to digital to on-ground activation ideas”. Others
stated that the “lead agency should be at the center of an
integrated brand campaign, hence it requires a stronger
strategic communication link when brand is communi-
cated in other media / touch points.”

AGENCY
MANAGEMENT

THE WAY FORWARD

“The lead agency should be at the center
of an integrated brand campaign - it
requires a stronger strategic
communication link when the brand is
communicated in other media / touch
points”

MORE INVOLVEMENT

What clients expect from lead agencies is for them to

be involved in all aspects of the brand while retaining
control of the entire campaign, much like a nerve centre.
As it stands, the pitch is still the most common approach
in agency selection through all categories of marketing
activities.Why not involve the lead agency, whoever it may
be, in the selection of the other agencies? Having the lead
player involved in all aspects of the campaign structure
allows for a chain of command, leaving the individual
agencies to exercise their particular areas of expertise.

REGULAR REVIEW

As discussed in our last white paper, regular review of
agencies allows for there to be a level of transparency in
the entire process. The majority of the agencies employed
are reviewed twice a year or on an ad hoc basis. Even lead
agencies like Creative and Media agencies were reviewed
twice a year or less. While support agencies should be
reviewed on execution and results, the lead agency should
be reviewed in overall campaign message and the transla-
tion of that concept into below the line marketing activi-
ties. Regular review by clients can help set guidelines for
integration and allow clients to overlook and evaluate the
key players in their marketing mix.
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FEES BASED ON INTEGRATION

Fee structures are best based on the results a client wants to achieve.

As clients start expecting a more integrated service from their lead
agencies, their fee structures should complement that expectation. With
agencies that handle more tangible related marketing activities such

as Shopper Marketing and Sampling, incentive payments are based on
sales results. For activities like PR and digital marketing, incentives are
based on agency review and advertising performance. This is very much
in line with what one would expect even in an integrated model. While the
lead agency may be subject to a different fee structure altogether, sup-
port agencies should have fees based not only on integration but their
execution and thereby, their results. This structure will allow the lead
agency to take a bigger piece of the pie while giving them the responsibil-
ity to communicate the relevant message to the specialized agencies.
The specialized agencies will also be rewarded based on the goals they
set out to achieve and results they ultimately do achieve.

BRINGING IT ALL TOGETHER

A changing consumer has led to a changing environment for marketers
in Asia today. With a higher need and want for involvement in the brands
consumers choose to purchase, the playing field is moving in favor of
more direct forms of marketing.

This changing consumer has led to a host of newer, more effective forms
of marketing. Specialized agencies are paving the way, creating more
pinpointed marketing campaigns for a more targeted audience.

With specialized agencies stealing the show, clients are facing the
challenge of tying it all together to create a successful brand.

As the dynamics change, marketers need to pay close attention to the
agencies they select to be part of their team. Alongside, based on their
goals and strategies, they need to select the right lead agencies to man-
age the overall result. To integrate the ideas into a successful brand,
clients must be sure to align each step of the process, including agency
selection, reviews and fee structures, and support of the integrated
model. It is only with this centralized management structure that clients
can see their brands make it to the top.

IMPROVING THE EFFECTIVENESS
& EFFICIENCY OF MARKETERS
& THEIR AGENCIES
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CASE STUDIES

sty
COCA-COLA

Coca-Cola was one of the first marketers in the Asia region
to see the importance of integrated and more collabo-
rative marketing. From the “Red Lounge” agency they
started in China for the Olympics, to a change in their
mindset towards digital, they have become highly
progressive in driving communications.

THE IMC TEAM

Integrated Marketing Communications (IMC) has always
been an important discipline for Coke, but in the last few
years, particularly in Asia, it has become a huge competi-
tive advantage. Coke separated out an IMC team from
their Brand Teams within their marketing departments

- to allow brand leaders to focus on product innovation,
strategy and development, and allow IMC specialists to
work on amplifying those messages - through agency
partners and internal teams.

The IMC structure has also allowed Coca-Cola to get highly
structured in so-called ‘tactical agencies’ for sampling,
promotions, premiums and in-store - moving these agen-
cies toward a far more strategic relationship.




Vanlaore
S 3

TOURISM
BOARD

SINGAPORE TOURISM BOARD

Singapore has always been known to be a busi-
ness destination more than leisure. Historically,
its marketing efforts has been more product
led, rather than consumer led.

As part of its marketing renewal to turn its dull
and sterile perception on its head, Singapore
Tourism Board drove a refocus on the con-
sumer. With an agency collaboration model with
lead creative agency driving ideation across all
channels, not just big epic TVCs typical of most
tourism ads, STB saw a dramatic shift with 40%
of its budget moving online - where travel-

ers hang out. To create a win-win partnership,
STB invests in 6 monthly performance evalua-
tions where inter-agency collaboration is a key
criteria, and all agencies (Creative, digital and
media ) shares STB business targets.

WORLDWIDE

SAMSUNG

Samsung has made moves within the last
decade from a cheap Asian manufacturer,

to a global Top Ten Interbrand position. With
US160b in sales, Samsung has become the
largest Consumer Goods company in the world,
bigger than P&G and Unilever combined. Just
as impressive is their shift from a tactical,
project-based marketer to a far more strategic
long term one, particularly around their home
base of Asia.

To achieve this, they have invested in talent -
bringing in top tier marketers from P&G, JNJ,
Coca-Cola, and other companies who have
helped change internal processes. They have
also been quite committed to a global AOR
(Agency of Record) process for Advertising,
Media, Digital and PR agencies. Their agency
partners are now likewise investing in better
talent, and Samsung is now more secure in the

knowledge of future revenue and brand growth.

IMPROVING THE EFFECTIVENESS
& EFFICIENCY OF MARKETERS
& THEIR AGENCIES
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R3 is a global, independent marketing consultancy whose aim is to improve the efficiency and WORLDWIDE

effectiveness of marketers and their agencies. '
Founded in 2002 with its heart in Asia, the company has 10 years on the ground experience serv-

ing regional clients such as Samsung, VISA, Johnson & Johnson, BMW, Coca-Cola, VISA, , Sam-

sung, Fonterra and Singtel.

GOH SHU FEN Shu Fen has twenty years of sales, marketing and agency experience across blue chip
Principal and co-founder brands like Coca-Cola, Unilever and BMW. She cut her teeth in advertising at Ogilvy working
SINGAPORE on the agencies’ top fmcg clients.The entrepreneurial spirit in her could not resist joining
start-up M&C Saatchi, As New Business Director, she was responsible for driving some
of the agency’s most high profile wins like Coca-Cola and SingTel. ShuFen cofounded R3
in 2002 and has led major global assignments for Singapore Airlines, Fonterra and VISA.
Outside R3, she has been championing marketing innovation, effectiveness and exchange
through the regional APPIES and in her capacity as vice president of the IAS.
GREG PAULL Greg began his career in Australia and has lived and worked in Singapore, Hong Kong,
Principal and co-founder London, New York and now China. He spent 20 years as a marketer and an advertising
CHINA professional, most recently at Bates, Ogilvy and in several roles at Interpublic. 10 years
ago, he founded R3, a specialist consultancy focused on improving marketing efficiency
and effectiveness. At R3, Greg has led the group’s expansion into China, as well as global
assignments for JNJ, Coca-Cola and Remy Martin.
DAVID BEALS Dave has led R3:JLB for 10 years, providing counsel to a diverse group of clients including
CEO/President the U.S. Army, Walmart, Whirlpool, Cisco Systems, J&J, Welch’s and Visa. He is the author of
USA the Association of National Advertisers’ triennial Trends in Agency Compensation surveys,

and the latest ANA editions of Evaluating Agency Performance, Agency Compensation:

A Guidebook on Selecting An Advertising Agency.

RETURN ON INVESTMENT

Through a partnership with Marketshare
we offer consulting insight and discipline
into Marketing Resource Allocation and
improved measurement.

RETURN ON MEDIA

We offer professional analysis of the media
process, planning and buying with proprietary
. benchmarks and tools to set and measure
" performance.
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RETURN ON ASSETS

We invest in research on sports,
celebrities and pre and post
campaign tracking to validate
marketingp erformance independent!

AGENCYRELATIONSHIP S

We help in evaluating and improving
agency relationships as a third
party using an R3 proprietary

online tool and process, along with
our consulting skills.

IMPROVING THE EFFECTIVENESS

AGENCYREMUNERATION & EFFICIENCY OF MARKETERS
& THEIR AGENCIES
We analyze agency process and compensation AGENCY REVIEW
in detail, and help to establish incentive
and fee based compensation structure, We assist in identifying , reviewing and 18

using our benchmarks from 40 countries. compensating the best possible agency, be ita
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