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As the leading publicity quoted
marketing services companies
have been announcing their
results, we have been able to
see just how good 2005
was…and the good times seem
set to continue.   

A host of companies have reported
double digit gr owth, with WPP
leading the way with an impr essive
25% increase in revenue to £5.4 bn.
This translated into huge 36% increase
in headline pr ofits before tax and the
dir ectors have proposed a 20%
increase on the dividend indicating
strong confidence in the futur e.

Other strong results came from
Omnicom, whose like for like
business performance was stronger
than WPP’s; Aegis and Publicis
reported double-digit r evenue and
pbt growth.  And in the mid market,
Chime, Cossette, Creston and Media
Square all reported significantly
impr oved results.

Not everything in the gar den was
rosy, of course.  There were rather
weaker performances from Havas,
Interpublic and TNS.

Outlook for 2006

The businesses reporting good r esults
were also optimistic about the futur e.  

WPPnoted that while it was still early
days for 2006, revenue was running
well above last year with new
business billings very strong, and
identified in particular 2006 benefiting
from the US congressional mid-term
elections, The Football World Cup and
Winter Olympics 

Amongst the others, for example,
Aegis also sees good prospects to 2006
and beyond.  Publicis feels that the
business momentum that they
established in 2005 gives confidence
for 2006.  Chime reported that their
strong performance has continued
into Q1 2006, and they were very
optimistic about our futur e prospects.
And so on for the vast majority .

Even allowing for the need for public
companies to be positive, there has
been a general level of optimism
about the prospects for both organic
and corporate growth for 2006.

However , just as every cloud has
(allegedly) a silver lining, so in our
industry it could be said that ther e is

no such thing as a clear sky.

Complacency is a constant threat
when times look good.  But the
business environment continues to be
fiercely competitive and the
downwar d pressure from clients on
prices and margins shows no signs of
going away.

So if there is a breathing space, it is a
good time to review you business
dir ection and focus on those stronger
areas for growth, and of course, new
developments.

Digital clearly heads the list for both
these categories, and getting the mix
right for the r esource requirements in
this area for your business and your
clients’ needs is likely to be a key
factor for most business for success in
the immediate futur e.

Quote, Unquote
"It is not because things are difficult

that we do not dare; it is because we

do not dare that they are difficult.”

Seneca, 3 BC-65 AD



In the years running up to 2000,
many large design agencies
flourished.  This was a 'purple
period', particularly for agencies
focussed on Branding.  During
this time many major
corporations re-invented
themselves with new identities
and, in the main, used well
known design companies to
assist them.  

Along with the major successes were
some well publicised contr oversial
branding pr ojects - starting with the
British Airways T ailfin, thr ough to the
Post Office 'Consignia' and finishing
with the conversion of Abbey
National to the soft-focussed 'abbey'.

The recessionary years from 2001 to
early 2004 had a marked impact on
the Design industry .  

First, businesses in this sector
suffered severe cutbacks in
commissioned work, as corporate
spend on design is often the first to be
cut going into r ecession, and the last
to be reinstated coming out.  

Second, whilst to begin with corporate
marketing managers still wanted to
use large well known agencies, the
continual r eduction in their available
budgets meant that they had to buy
smarter.  

Thus, as many of the larger design
agencies started redundancy
programmes, many small start-ups
emerged, and marketing managers
found they could buy design fr om
these agencies at a fraction of the price
of the 'big boys', who still carried a
significant amount of their heavy
overheads built up in the golden
years.  

As a result, prices across the industry
came under pressure.  Small agencies
did well; big ones without a diverse
offering aside from branding did not.
As we tuck into 2006 in earnest, the
pictur e is starting to balance out more.  

Corporate spend is increasing.  Some
of this is heading to the larger
agencies, some remaining with the

start-ups - which actually ar e actually
no longer start ups in many cases, but
starting to become mature businesses
- and the cycle comes round again.
New names, new people, new ideas.  

There is nothing wr ong with this, as
the whole point of design is that it has
to be continually fr esh.  For many of
us when we were younger would
wonder what would happen when
music failed to evolve, wonder ed
what would happen when all the
songs were exhausted and everything
had been done.  

Years on, we have realised that there is
always room for mor e musical
invention and diversity - and so it will

continue on and on, ad infinitum.  OK,
there is always some 'retro', Oasis
compared to The Beatles, Jamiroquai
with Stevie Wonder,  but generally we
move forwar d, and the same happens
with design.

But can we still make money out of it? 

It is an industry with very low barriers
to entry, even by the standards of the
marketing communications sector, as
shown by the major agencies scaling
back and the many 'new shoots' of
start-ups beginning to flourish.  

It is also an industry which has
traditionally focussed on excellence of
product rather than pr ofits, thus a lot
of bangs can be had for one's bucks!
The growth of pr ocurement
departments within corporate buyers
is a double edged sword - they seek
the 'bargains' that can be had by using
smaller agencies but want the comfort
of those with solid audited accounts.  

This drives prices down as the 'big
boys' in branding and graphic design
have to either compete with the start
ups, or die.   

There are three keys to making money.  

The first is to get a proper grip on the
numbers.  Whilst passion and drive
for creative product and excellence are
extremely important, so too is
ensuring that agencies get properly
recompensed for what they do.  A
creative director that does not
understand the importance of money
is of little use.  As price competition
increases, so does the necessity of
being able to ensure the time worked
by designers is the actual time
charged to client.  So a strong financial
controller is of similar importance to
an excellent creative director.

The second way is to ensure the
agency provides services which are
not so easy to break into.  This takes
more strategic thought - it is
important to assess where markets
are moving and gain first mover
advantage, as many did when New
Media came to the fore towards the
end of the nineties.  Innovation (npd)
is an area currently making a
comeback.  How much this will

benefit 'pur e' design is debatable, as it
moves more into the area of
consultancy, but there are nonetheless
plenty of cr eative industries working
profitably within this ar ena.

Disciplines such as the provision of
annual and corporate responsibility
reporting, employee communication
and change management have higher
barriers to entry, can enjoy higher
profitability and ar e increasingly
sought after by buyers.  They blur the
edges of design and investor
communications, and are more of a
strategic buy rather than pur e design.  

For larger agencies, offering these
services comes with the additional
bonus that a FTSE 100 company is
unlikely to put its time-sensitive
corporate reporting r esponsibilities
with an under -financed business, thus
creating a further barrier to entry for
many smaller agencies.

The third way is to pr ovide services
that corporates have to undertake -
whether it is fr om 'market
expectation', for example an up to
date and transactional website, or a
statutory r esponsibility, again the
annual report being an example.

Operational consulting:

Is there still money to be made in design?

Whilst passion and drive for cr eative
product and excellence are extremely

important, so too is ensuring that
agencies get properly r ecompensed for

what they do



Editorial:

To be human
For every article about the
importance of the youth
market, there follows, as
night follows day, another
one reminding us of the oft
neglected grey market.

When it come to the digital ar ena,
it tends to polarise into a ‘gosh we
must understand how they use it’
for the youth contingent, to a
‘dear me, who would have
guessed that they’d have picked it
up’ for the gr eys.

As regards those 15-24 year-olds,
consider the recent IPA
Touchpoints guidance.  A
whopping 95% of them pr efer
written communication via email,
SMS & instant messaging.  So pile
in to mobile market, search, viral
....  they’re out there waiting by
their mobiles.

Umm.  That is if it wer e not that
later on in the survey we are told
that 70% of this same group
ignore all commercial text
messages they get - all, not some.
Gulp.  Maybe this is a bit mor e
tricky than we thought.

And should we marvel at the
greys and their digital use?  Not
really.  This group now
incorporates a large number of
post-war babies who have
developed in tune with these
times of instant gratification, and
as a result the majority have made
the transition to instant
communications relatively
painlessly.

One simple aspect of this ‘instant
action’ cultur e that is often
overlooked is that email and
messaging compare very
favourably on the 'not inter ested'
front.  What suits better - opening
an envelope, trying to decipher
the contents, picking up the bits
that fall on the floor and putting
the lot in the re-cycling bin, or
glancing at a page and pressing
delete?

Sometimes a reduction in
aggravation is as good as an
increase in goodwill.

It doesn't matter where you look
- Online Advertising; Mobile
Marketing; E-mail and Viral;
Website Design and Build; SEO
and Content Management
Solutions; Blogs; Affiliate
Marketing - there's just more and
more of it.  And it's growing and
growing.  Unsurprisingly,
therefore, so are the digital
agencies.

As the industry matur es, however, we
are seeing increasing consolidation.  At
the end of February, mobile marketing
and content delivery agency Sponge
was bought for up to £12m by the US
mobile consolidator NEOMedia
Technologies, who also shortly before
bought mobile marketing agency
12SNAPin Germany, having already
acquired Gavitac in Germany and
HIPCricket and Mobot in the US.  Only
a month or two befor e Sponge was
bought, RazorFish/Aquantive took a
large slice of UK’s DNA Consulting. 

Wheel was, of course, acquired last
year by the Swedish/Dutch publicly
quoted digital consolidator LBIcon,
who also bought NETTEC.  Digitas
bought Modem Media.  Aegis, a major
consolidator, bought Glue and through
its digital subsidiary Isobar ,
Deconstruct and many more digital
agencies around the world.  Oyster
partners went to Framfab; Glu Mobile
acquired iFone in a bid to dominate
mobile gaming and so it goes ……  on
and on. 

It is important to understand what is
driving this consolidation and how it
will most likely end up.  Ther e are
those who say to be credible you need
critical mass.  This is certainly part of
the reason; clients want integrated
campaigns across digital channels -
indeed across all channels.  Digital is
definitely moving up the food chain as
far as clients are concerned and as
digital channels become the route to
the customer for more and more
clients, a fuller service offering fr om the
supply side comes to the fore.

So, yes, there will be mor e
consolidation driven by clients who
increasingly wish not to buy all the
elements of digital marketing piece-
meal, from dif ferent suppliers. Clients

are always looking to incr ease internal
efficiencies by reducing buying points -
which also gives them the advantage of
pricing leverage.  

For some clients, additionally, there
will incr easingly be international briefs,
whose satisfactory delivery supports
the consolidators and the digital/dir ect
arms of the multinational ad agency
networks.

Of course, consolidation is also driven
by the consolidators' own business
imperatives.  It of fers up-selling and
cross-selling opportunities.  It helps to
drive the share price.  Why else would
Agency.com, Framfab,and Modem
Media separately put all their
respective group businesses together
other than to allow clients a single
digital contact point.  And only last
month Framfab and LB Icon agreed to
merge to create Europe's largest digital
agency.

The background reality to
consolidation in the sector is that, as
with so many sectors of the marketing
communications industry , there are too
many digital agencies and clients will
migrate away fr om the smaller
undif ferentiated web design type of
agency with limited “bandwidth”..
The ability simply to design a web site
is no longer enough.  Clients can do it
themselves; it's now largely
commoditised. 

International IT consultancies and
international marketing
communications groups of all kinds
will continue r emorselessly to
consolidate their capability .
Interestingly Sapient, traditionally a
back-end integration specialist, has just
launched a range of marketing services
such as on-line  ad creative, DM and
data mining, as well as  search and
media planning/buying.  This tr uly
represents end to end service
provision. 

On the other hand there will always be
a role for quality niche players with
real specialist skills. The middle
ground will er ode, and the smaller,
weaker players will face an
increasingly uncertain futur e.
Particularly in an envir onment where,
more than any other, skilled staff
shortages are raising staff costs and
putting serious pr essure on profits.

Digital developments:

The big are getting bigger



There is a bewildering choice of
funding options available to help
grow your business, fund
acquisitions and for business
owners, to ultimately realise a
capital gain.

Private equity houses have become
very active showing an enthusiasm to
invest in people businesses,
traditionally no go ar eas for such
funds.  This is an exciting time for
marcoms businesses which are
increasingly attracting 'men in suits'
wanting to do a deal!

So what has changed? Well, the
marcoms sector has matured, it's on a
long term gr owth wave, and the move
from "mass media to my media" has
placed the direct marketing and
marketing services agency firmly in
the sites of the money men.  Niche
businesses in research, database
management and the digital space are
particularly r egarded as hot property.

We are now seeing venture capitalists
willing to match valuations of fered by
the trade buyers, and provide the
monies for founder owners to sell
their equity and pass ownership on to
the management team. Such deals
enable the company to retain
independence and work on securing
an exit at a future date.  The private
equity investor also becomes a
business partner in the growth of the
business and a source of further
funding for futur e acquisitions.

Agency creativity is often matched by
the money men in constructing a
'tailor made deal' to fit individual
circumstances. The challenge in any
transaction is finding the right fund,
who understand your business and
whom you can work with as business
partners.  Securing the right valuation,
deal structure and incentives for
management are also crucial in the
success of any deal.

To illustrate the buoyancy of the
private equity market place, r ecent
transactions have included MORI in
the research space, Clarity Blue in the
Database sector, Glue, Gyro,    i-level
in the Digital sector and media audit,
video arts and merger markets.

Several of these business have since
ben sold on to trade buyers realising

impr essive gains for the private equity
houses and the owner/managers,
notably MORI to IPSOS SA, Clarity
Blue to Experian, and Media Audits to
Accenture.

The alternative investment market
(AIM) is also buoyant with an IPO
providing founders with the ability to
raise money from city institutions at a
competitive price.  Such money may
be used as acquisition currency and
provide liquidity for founders to
realise part of their investment.
However institutions ar e savvy and
you need a compelling story and clear
dif ferentiating featur es to meet the
quality thr eshold for a successful IPO.  

The recent flotations of The Mission
Marketing Gr oup Plc, Twenty Plc,
Burst Media Plc and Cagney Plc
shows that the door is still open for
marcoms businesses to go public.
And the gr owing number of UK
consolidators on AIM pr ovides
healthy exit opportunities for well r un
private companies.  

We are also seeing more innovative
bank debt funding str uctures led by
specialist media banking teams who
are comfortable with highly leveraged
loan structures. This includes lending
companies money for share buy-back
schemes, to help owners realise their
investments, through to debt-funded
acquisition funding with the objective
of helping founders hang on to the
lions share of their business. 

A wor d of warning though, securing
best terms, selecting appropriate
financial partners and managing the
deal process is time consuming - it can
often take up to six months fr om
inception.  

If you would like to learn how Results
steers clients through this minefield,
reduces pressure on management and
secures competitive terms, please indicate
on page 11.

Results is hosting a seminar 'Growing
with Other People's Money' on 10the
May 2006.  Leading experts focusing on
the marcoms sector will provide insight
into what makes a good investment and
demystify bewildering options available.  

Please see contact details on page 11 if you
would like to join us.

Corporate finance: 

Other people’s money

M&A prospects: 

Optimism
continues
Our annual survey, ‘Merger &
Acquisition prospects in the
marketing services industry’, is
now available and shows a
continuation in the trends in
sentiment towards M&A from
the previous two years. 

The headline findings show a further
strengthening in intentions, with 68%
of respondents recommending buyers
to Act Now and 55% recommending
that Sellers do the same.  Both these
figur es represent a (small) increase on
the previous year and a continuing
upwar d trend.  Those recommending
delay are, for the most part, only
suggesting waiting until some point in
the next eighteen months.

When we move to valuations, there is
no significant change in the aspirations
of sellers, but buyers have taken their
estimates up significantly to come
within 80% of sellers values, up from
around 70% for last year.

This may well r eflect a year’s
experience  of strong M&A activity
during which buyers and sellers have
perforce come closer on their views,
otherwise, of course, no deals would
ever happen!

This was further r e-infored by the
responses on M&A involvement,
which showed that in no category
from ‘Looked for/looking for ’ thr ough
to ‘Was acquired/Acquir ed’ was
activity in 2006 expeected to be weaker
than 2005.

When considered by individual sector ,
expectations were that in only two
areas, advertising agencies and design
businesses (see also page 2), would
M&A activity be less than last year.  

Unsurprisingly , 90% of respondents
saw more M&A in Web/interactive/
digital, while database (70%) and
dir ect marketing (53%) both showed
strongly.  Below this with ar ound 40%
support wer e marketing consultancy,
PR and research.

The wave keeps rolling in.



M&A marketplace:

Replacement capital (human, that is)

Merger & Acquisition opportunities
The details below represent top-line information on a variety of business opportunities with clients who have retained our services. 

Sector Transaction Outline details Ref

UK:

INT Sale Fully-integrated regional agency. £600k pbt. 42/9189

PR Sale Medium-sized consumer PR agency, Central London, £400k pbt. 42/9210

PM Sale Long established highly successful Northern agency producing £1.5m+ pbt. 42/9234

D Sale Internationally renowned, highly innovative retail oriented design company, c£1m pbt. 42/9249

MC Sale Strategic marketing consulting, specialising in long term global healthcare market, pbt c£500k. 42/9250

DP Sale Very profitable London data planning consultancy. 42/9251

D Sale Award-winning agency, UK and mainland Europe, international brands, pbt c£500k. 42/9252

DM Sale DM group with established reputation – c£600k pbt. 42/9254

H Sale Small well-established specialist Medical Education business, c£250k pbt. 42/9255

International:

MR Sale UK based international qual. group with major long term clients, c £1m pbt. 42/9233

MB Sale Spanish independent media agency specialising in regional markets. 42/9256

AD Sale Attractive Argentinean independent advertising agency. 42/9257

AD Sale Very profitable Spanish independent agency specialised in retail business. 42/9258

M Sale Leading independent media specialist in Taiwan. 42/9259

AD=Advertising; D=Design, DM=Direct Marketing; DP = Data Planning; H = Healthcare; INT= Integrated; MB = Media Buying; MC = Marketing
Consultancy; MR=Market Research; PM= Promotional Marketing; PR=Public Relations; 

Conditions:

1.All clients whose details are provided in this Bulletin, and respondents, are deemed to accept the need for absolute confidentiality on all information provided by clients

and will be expected to sign a confidentiality letter before any information will be provided.

2. Important note: The information contained in this document does not constitute an offer or invitation to subscribe for shares. Every reasonable effort has been made to

ensure the reliability of the information contained herein, but no warranty is given as to its accuracy or completeness.

Please email alurssen@results-consulting.net or use the Information Request Fax-back on page 11

As the M&A market has climbed
out of the dot com slump, there
has been a distinct increase in
the focus buyers’ are tending to
place on the long term
management team.

Given that buyers are only buying the
futur e, this is hardly surprising, of
course, but it has been clear that
attitudes have been hardening
towards both the existence and
motivation of this team.

So what implications does this have
for exit planning for independent
agencies?

First, it should be clear that as soon as
the existing management team come
to the view that they may (not
necessarily will) want to exit at some
stage, succession planning should
start.

This implies two distinct elements, of
course, identifying or attracting
appropriate pr ospective team
members, and making plans for

keeping them.  

Actually constr ucting a succession
team is no easy task.  While an agency
may have long term senior people,
they may well have r emained in
position pr ecisely because they do not
have the drive to be leaders, however
good their work skills might be.

One of the most helpful elements in
planning well ahead is that it makes
‘growing your own’ a much mor e
likely r oute, which in turn may r educe
the need to rely on the lottery of
recruitment.  Senior recruitment in the
marcoms sector in particular seems to
be a process fraught with risk and
uncertainty.

As far as the plans for keeping them
are concerned, this will involve
assessing what incentives are likely to
work best for each individual in the
context of their being a member of the
team, not just as individuals.  In other
wor ds, taking into account the intra-
team relationships.

It may be that there are those who, at

least in the short term, might pr efer
cash to shares, for instance.  Some may
be satisfied in the short term with
progress in terms of responsibility
and/or position.  Ther e is no need at
this stage to use a ‘this size fits all’
approach to incentives.

As the probability of a sale
approaches, the issue of share
ownership is likely to loom lar ger.
Partly for obvious internal r easons,
but also because there are a number of
buyers now for whom ownership
involvement of the succession team in
the deal, and crucially in the earnout,
is virtually a pr erequisite of putting
forwar d an offer.

The final issue to deal with will be the
matter of quantum in terms of the
amount succession managers will get
at completion and in the earnout
respectively.  And this will in turn
determine what if any adjustments ar e
need to make the sums involved work
for all concerned.

If you would like to discuss exit planning
further, please indicate on page 11.



Marketing developments:

Let’s see about 
visual narrative
Ian Priest is Founding Partner, Vallance Carruthers Coleman Priest

In the world of advertising, the
old adage that "a picture is
worth a thousand words" has
never been truer.  For the use of
imagery in advertising is now
more important than ever in
conveying messages about
brand or product identity.  

In a world becoming incr easingly
saturated with media clutter and
sheer volume of communication, the
average person cannot digest the three
thousand plus advertising messages
they are bombarded with on a daily
basis.  There is a definite need for
simple, memorable and above all
more effective advertising.

Take the award winning O2
campaign, for example, with its use of
planets and minimal copy .  We at
VCCP believe that "visual narrative" is
by no means a new concept but is
certainly a vital one to stay ahead of
the game. 

However , we are not the only ones
banging the drum about visual
narrative.  It is perhaps important to
remember that the image long
predates the written wor d - even early
cave man could draw a tree before he
could spell it.

The strong use of iconic imagery and
semiotics has been at the forefront of
some extremely successful recent
campaigns. Apple's iPod ad saw

simple silhouettes of people dancing,
with the unmistakable white outlines
of its iPods contrasted against them.  

The advert is simple, the message is
simple but the effect is very  powerful
in creating a strong identity and an
instantly r ecognisable ad which,
incidentally , helped it to sell 12 million
iPods in a three month period.  

Audi has also been quick to maximise
the potential that the "V isual
Narrative" concept can offer.  Its
campaign depicts the new Audi in a

spider's web.  A spider pounces down
towards the camera, but the new RS4
emerges from the shadows.  No
dialogue, just subtle but determined
music and the unforgettable
"Vorsprung dur ch technik".

The visual narrative concept translates
exceptionally well when r olling out
campaigns on a Pan-European level.
Mor e often than not verbal intensive
campaigns can find their impact is
literally 'lost in translation' when
taken out of their home market.
Humour is lost, meaning toned down
and the overall communication
diluted as the ads cross international

language barriers.  

However , strong visual
communication can often be taken to a
European if not global level with little
adaptation, representing a huge
financial saving and mor e importantly
conveying a consistent message across
many markets.

So does this spell doom for the written
wor d?  

Hardly.  Strong visual campaigns can
act as ambassadors for the product or
brand, but there will always be a need
for written information or facts and
figur es.  

Fortunately, thanks to the internet,
consumers can access reams of
information, pr oduct specifications
and pictur es by simply pointing them
towards a website.  Easy, simple,
above all cheap, visual narrative can
save on more needless and mostly
pointless over communication. 

Being noticed is fundamentally the
most important aspect of advertising.
However , getting noticed has become
more of a science.  Separating yourself
from the crowd is now the name of the
game, leaving an engaging message
that sparks thought and most
importantly inter est.  

After all, you wouldn't want to be one
of the three thousand daily
advertisement messages that are
forgotten, would you?

RESUL

Is there still money to be made in design?
continued from page 2

Being noticed is fundamentally
the most important aspect of

advertising.  However , getting
noticed has become more of a

science

These services will always be in
demand, recession or not. 

It is also worth considering tar geting
verticals that are more recession-
proof.  Sectors like Pharmaceuticals,
Healthcare and public spending are
generally a good bet when the market
shifts downwar ds.

Whether we will continue to see
agency profitability on a lar ge scale is
questionable.  Most of the large
independents were acquired by the
major consolidators in the run up to
2001; only a handful remain.  

However , as design becomes more

strategic and financially focussed, and
with it comes client lists constituting
blue-chip FTSE 100 companies, such
agencies will not only benefit fr om
increased profitability , but also be
back on the shopping list of many
trade buyers.



In the last few weeks, one can
hear a collective sigh around
Asia (if not the world) as Japan,
at long last, returns to economic
growth.  This Spring, the waking
the sleeping economy is officially
signalled by an indication that
there will be a return to positive
interest rates, after a decade-
long zero rate Interest Policy.

There is also good news for the man
on the street with unemployment
levels down to a low of 4.1% and
consumer confidence on the up. A
recent survey by Eco-Watch that
measures consumer sentiment
reached an all-time high of 57.5,
indicating that futur e growth is
expected for Japanese consumption.
Retail trade numbers are on the
increase although this still has to
translate into an increase in overall
household spending.

A steady increase in domestic
spending and increasing exports from
automobile and technology has
resulted in a 5.5% increase in GDPin
the fourth quarter of last year .  Some
estimate the economy could achieve
2.7% growth for the year ending 2006 -
nowhere near China's scorching
growth rate of over 9%, but better
than the EU or United States expects
to achieve, and certainly a great deal
better than the zero or negative
performance Japan has been living
with over the last ten years or so.

With all the hype r evolving ar ound
China and India's economic
performance, many people can be
forgiven for for getting that Japan
remains the second largest economy
in the world.  An economy which is

regaining its vibrancy, and continues
to be the source of trends for the rest
of Asia, from fashion to computer
games, and also an important
importer of Asia produced goods.  

Of course, there are ongoing
problems.  Population size is still
broadly static, with an ageing pr ofile.
There is talk of increasing taxes.  And
Japan continues to have a difficult
political r elationship with immediate
neighbours, primarily due to
territorial disputes and shrine visits. 

But overall, it appears that Japan is
returning to form, which is good news
for Japan’s marketing communication
sector, which has been in the
doldr ums for these past ten years,
with little positive news.  Now , at last,
it has something to talk about.

According to latest figur es from
Dentsu, the largest agency in Japan,
total advertising spend r ose in 2005
for the second year running with an
increase of 1.8% over 2004.  This may
not sound particularly earth-
shattering, but with inflation at only
0.1%, it means real growth at long last. 

Just as in the rest of the world, the
increase is being driven by digital
marketing, which is bringing
interesting changes to the Japanese
advertising scene, affecting the two
major agencies more than others.
Both Dentsu and Hakuhodo DY
depend on media commissions from
traditional mass media - TV, radio,
newspapers and magazines.  But the
growth is coming fr om the internet
and mobile phones.  This is happening
faster than in the West, as broadband
penetration is high and mobile
marketing is mor e advanced, with
over 50% of mobile users accessing the

internet thr ough their mobile phone.

This has resulted in a resurgence for
and a re-launching of integrated
marketing services.  It has also
enabled some of the smaller Japanese
agencies to steal the limelight from the
two advertising behemoths.  Asatsu
DK is one such agency which has
started to promote itself as
specialising in integrated advertising.

In a presentation at AP AdFest 2006,
held for the region in Pattaya,
Thailand in Mar ch 2006, a creative
team from Asatsu DK ably
demonstrated its claim with str ong
case histories showing work for
interactive online, mobile and
experiential marketing campaigns.
These examples were backed up by
detailed measurement and research to
emphasise accountability, a issue that
is widely appr eciated in Japan, where
numbers and results are prized.

Previously, it was very dif ficult for
foreign agencies or marketing services
specialists to gain traction in the
Japanese market, as clients primarily
employ domestic agencies who are
inclined to of fer specialist services
within their overall media
commission income.  This scenario
has meant it has not been easy for
foreign agencies to gain critical mass
or for independent specialists to
charge realistic fees for their services. 

But the continuing shift to online
marketing and diversification of
marketing channels are opening up
new opportunities for the digital skills
within the for eign agencies and some
independent specialists.  These are not
areas in which the major domestic
agencies dominate or have the greater

continued on page 8
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Japan - online marketing helps to level the playing field
continued from page 7

expertise.  TBWA Tokyo is an example
where a foreign agency has been
successful in developing impactful
creative outdoor campaigns.  Its work
for Adidas is highlighted by live
outdoor events using real people to
enact vertical versions of games on the
side of high-rise buildings in
downtown T okyo.  Not only did it
stop traffic in the city, but it made the
news in the US and won the agency
numerous international awar ds. 

Dentsu and Hakuhodo ar e unlikely to
let these new opportunities slip
through their fingers and both
agencies have already started to wake
up to the fact that they need to
address their resources in order to
provide for their clients futur e
marketing needs.  That said, it is
reasonable to anticipate a significant
increase in business for foreign
agencies and faster growth for the
independent digital and interactive
agencies as this marketing

diversification and development of
consumer channels continues.

The focus on Brazil, Russia, India and
China (the fast-growing BRIC
economies) will continue, of course,
but this stirring of the huge Japanese
market could well be worth some
renewed attention.

If you would like to discuss doing business
in Japan, please indicate on page 11. 

UK marcoms industry 

A view of the UK 
Richard Pinder, President, Leo Burnett Europe/Middle East/Africa 

In an overview of the global
communications market
recently, Martin Sorrell described
the UK as weakest region in
WPP, ascribing the low-level
revenue growth here to a lack of
consumer confidence.  

As a former employee and current
competitor, it is tempting for me to
gently challenge whether this might
also be down to the quality of some of
his agency offerings in the UK.  But
the grim tr uth is, the relatively soft
growth performance of UK
communications agencies compared
to their counterparts in other
countries is a situation typical in most
holding companies.  

However , is consumer confidence the
only, or indeed the major hurdle to
greater growth her e in our industry?
Ar e there perhaps other factors at play
that somehow hold us back and make
adapting to the brave new media
world slower , more painful and less
profitable right now?  What does the
futur e hold for the UK in this r egard?  

One word, of course, sums that future
up, Digital.  In r eality, though, it’s not
just the futur e - it is also the present.
It’s right her e, right now – and most of
the established organisations in our
industry ar e in great need of refocus to
address it.  

In all industries, new technologies
lead to sea changes in the ‘brand
names’ that participate.  Some
venerable brands disappear, some
reinvent themselves and some new
ones appear.  If you doubt me, just

look at the battle lining up in the
Consumer Electronics space for the
‘box in the living r oom’ that will
control all home communications and
entertainment equipment.  Samsung
and Micr osoft are likely to be
powerful brands in a space where
they were unheard of only a few years
ago and where Pioneer and Sanyo
used to be serious players.  

It is also important her e to be clear in
my use of the word Digital:   I do not
just mean the fastest growing medium
of web based advertising and
marketing.  I mean the whole
digitisation of our industry .  From
digital poster sites that can be updated
hourly if necessary with new
messages to the dramatic cost base
changes that operating the business
with new technologies mean the way
we go about the business itself.  As
our world speeds up and up and up,
we need to operate ever faster and
more efficiently .  Yet save the use of
mobiles and email are we really doing
things in a dramatically dif ferent
process order from 20 years ago?  

One of the advantages of spending
time in countries outside the UK mor e
than inside these days, is the different
viewpoint it af fords from those
enjoyed by some of my peers.  

For whilst this debate and the actions
that arise from it are open forum in a
lot of countries, it seems to be less the
case here.  Even some of the newest
and hottest agencies are only new and
hot.  They are not so different in many
cases.  They have not made huge
changes to the workflow pr ocess,
using technology to cut out parts of
the production pr ocess to save money

which they could plough back into
investing in learning about new
spaces for brands to occupy. 

I am not sure that the traditional
agencies in the US are so different
from their counterparts in the UK, but
certainly you can find in the US some
agencies that really have started to get
to grips with this.  Bravo to them.
And time for us to stop admiring
them and start to work out how to
catch up. And I think this is wher e we
can write a dif ferent futur e for
ourselves.  The larger holding
companies have the resources to do
this.  Using that resource to invest in
the technologies to change the way we
do things; to restructure our
businesses (our UK operation is doing
this right now by integrating all the
creatives from the dif ferent disciplines
in one department in one place); to
look long and har d at digital
workflow pr ocesses; and most
importantly to investigate the ability
to help a workfor ce that will find itself
engineered out of some activities
embrace new ones with confidence.  

For one thing that the UK (and some
other Western Europe countries too)
can benefit from AHEAD of Asia
Pacific or Central and Eastern Europe
or the Middle East is the coupling of a
greater number of years’ experience
with the new digital world.  If we can
find it within us to do something we
seem to have never done - to invest in
training and r e-skilling at the 35+
rather than just at the graduate entry
level; then this could allow us the
chance to change the current script
when it comes to growth, particularly
profitable growth.



China developments:

Studying the Big Kid
Image Survey of Advertising Agencies in China

In the global advertising
industry, there are several
emerging 'baby' markets.  But
one is significantly larger than
any other - China.  And it has
everyone in the advertising
arena fixated on its evolution,
trends and growth. Although
still in its adolescence, China is
the most dynamic market in the
world, rapidly catching up the
major markets in the West in
terms of scale.

Just a Big Baby

This advertising baby has grown so
big, so quickly, that it is already
turning into an adolescent gorilla and
therefore, addressed with grown up
respect.

The Principle advertising agencies
currently in the Chinese marketplace
are, unsurprisingly , those
international gr oups you would find
in other global markets - there are
very few new names present here.

As one might expect, with such rapid
market growth, ther e is not much
order or volume of market
information and yet a huge demand
for reliable data.  

In order to understand how
marketing communications agencies
are performing in this unique ar ena,
the first China Image and Trends
Survey of Advertising Agencies was
carried out early in 2006.

During Mar ch, the main China-based
agencies received presentations on the
results of this, the first in-depth study
of their image in the Chinese
Advertising and Media market, as
well as information on market tr ends
generally.

Research Methodology

The methodology for is r esearch was
based on interviews with over 400
advertisers regarding their
relationship with advertising and

media agencies; in total, over 500
client-agency relationships were
assessed at the highest professional
level: 89% of those interviewed were
managers in an advertiser company,
55% were Managing Dir ectors or
General Managers, all with dir ect
responsibility for the r elationships
with their agencies. 

The research universe was advertisers
investing over 40 million RMB
(US$5m) in marketing spend in 2004,
although 37% of those interviewed
handled budgets of over 100 million
RMB (over US$10m).  

One key finding was that the level of

marketing investment is very intense;
the average ratio is 9.5% of sales value
invested in advertising and another
4.2% in marketing services (mainly
promotions and dir ect marketing).  It
is clear therefore that currently the
proportion of spend split between
"above" and "below-the-line" is still
biased in favour of traditional
advertising, especially television. 

The research was conducted in three
market centres: Beijing, Shanghai and
Guangzhou.  An impr essive list of
blue chip clients active in China
responded to an in-depth
questionnaire and personal
interviews, held in collaboration with
research firm Synovate and our own
team of trained researchers. Unilever,
J&J, Samsung, Pepsi, Nike, L'Oreal,
GM, Ford, Fedex and Electrolux, are
just 10 of the multinationals on this
very long list of advertisers.

The Reports

Two of the thr ee reports feature a
general analysis of the marketplace,
which is available to all the
subscribing agencies.  Importantly,
there is also a confidential report

deliver ed to each subscribing agency
which covers the following:

a)A thorough analysis of the
client/agency r elationship, as well
as an analysis of client behaviour
with r egards to their use of agencies
and other suppliers.

b)A competitive positioning analysis
of all the agencies with regard to
several attributes including
creativity , reputation,
attractiveness, account service,
strategy and value for money.

c) A client satisfaction analysis, which
is sold (on an extremely
confidential basis) to agencies and
groups, where we analyse 30
attributes in depth, delivering a
clear diagnostic of how the agency
is viewed by its clients.  This part of
the research analysis is provided
only to agencies where at least 50%
of their clients wer e interviewed in
the study.

So, who is playing most successfully
with the big kid?

The five agencies that look strongest
in our analysis wer e Ogilvy & Mather ,
Saatchi & Saatchi, McCann Erickson,
JWT and Leo Burnett.  This is based
on data analysis of over 40 agencies,
international and local.

The team of researchers headed by
Cesar Vacchiano in Madrid, and Gr eg
Paul and Jo Shu Fhen in Beijing, have
prepared a final document especially
for the marketing communications
holding companies, wher e the 'big
guys' will be able to see the
positioning of their advertising and
media agency networks in China.

Two years ago this project was just
another impossible idea. The
successful completion of this study
has come about because of the
commitment and cooperation
between Asian Client / Agency
relationship consultant R3 and Results
International partner Gr upo
Consultores in Spain, who have
carried out similar studies in Iberia for
the past 20 years.

It is clear ... that currently the
proportion of spend split between

"above" and "below-the-line" is
still biased in favour of traditional
advertising, especially television



Turkey has been at the crossroads
of the global marketplace long
before anyone had heard of
globalisation.  The Grand Bazaar
has been established in the
Sultanahmet district of Istanbul
since 1461, before Columbus
discovered America.  If nothing
else, the bazaar provides a little
perspective on the EU's recent
declaration that Turkey was a
'functioning market economy'.

The country has been one of the
fastest growing economies in the
world over the past few years,
expanding by 8.9% last year.
Advertising spending in T urkey had
climbed by 40%, outstripping the
growth in GDP by more than four to
one.  Net advertising spend ,
excluding agency commissions, etc,
amounted to US$1.27 billion last year,
and analysts expect the total to reach
US$1.6 billion this year.  This rise of
25% easily outperforms current GDP
growth of 5%.

While it is tr ue that this growth
represents a degree of catching-up to
the levels of advertising expenditur e
found elsewhere in Europe,
nonetheless it demonstrates the
vitality and opportunity that the
Turkish market r epresents.

Since this country of 72 million people
emerged from a twin financial and
political crisis in 2000 and 2001, with
support fr om the International
Monetary Fund, it has been enjoying a
period of economic stability not seen
for many decades.  Encouragingly, the
new government has successfully
stuck to a recovery plan put in place
by previous incumbents and the IMF.

The central bank has come
independent, inflation has been
tamed, interest rates are falling,
exports are strong and productivity
has soared.  In addition, the country's
banking system is firmly on the mend
and there has been a surge in the
number of banks being acquired by
foreign groups.  Incomes have been
rising - the streets of Ankara and
Istanbul are crowded with expensive
new cars, consumer goods have been

flying out of the stor es thanks to the
falling cost of credit, and a
construction boom is evident in many
cities.   

Previous crises in Turkey wer e mainly
caused by soaring public deficits and
a volatile curr ency.  But today, Turkey
has a stronger economy, strongly
rising pr oductivity , more foreign
dir ect investment and portfolio
investment and has demonstrated the
basis for the taming of inflation and
state spending.  

All these factors have contributed to a
significant lowering of the risk factor
for investing in T urkey.  As a result,
last year foreign dir ect investment
amounted to US$10 bn of completed
deals - more than in the past ten years
combined.  And this includes some
significant and successful acquisitions
in the media and marketing
communications sector.

Turkey's media and marketing
communications sector still has plenty
of room for growth, however , as
advertising spending equals just 0.5%
of GDP compared with between 1 and
2 per cent for most other countries in
central and Eastern Europe.  The next
lowest is Bulgaria at 0.92%.
Advertising spend in the US, the
largest advertising market in the
world, equals 2.5% of GDP. 

In order to get a return on their r ecent
investments, foreign firms are likely to
spend more on marketing, which
should contribute str ongly towar ds
moving Turkey's ratio of ad spend to
GDP on to the next level.

Another important factor driving
change and growth and thus upside
potential for investors in T urkey are
the negotiations for accession to the
EU, which formally begin in October
2006.  The start of accession
negotiations represents a significant
achievement and comes as a result of
Turkey undertaking considerable
reform.  The country has met
European standards before; it is a
member of NATO and has been part
of the EU customs union since 1990.  

Much has been expected of Turkey
and it has always delivered.  These
past achievements and the progress

made in EU negotiations so far also
show that Turkey may not be as
dif ferent from the European
mainstream as some Europeans
continue to feel.

The fact that the main reason why
Turks have accepted so much
upheaval in r ecent years is not that the
constitutional, political and social
reform will get T urkey into the EU,
but rather that they ar e good for
Turkey. Self-interest is more likely to
last the course than political
expediency.  And Turkey's recent
superior economic performance
certainly seems to bear this out

If you would like to discuss doing business
in Turkey, please indicate on page 11.

European development:

Turkey:
Reform, a path to long-term growth

RESULTS 7the
GLOBAL
CONFERENCE
We are delighted to be able
announce our 7th Global
Marketing Communications
Conference, titled:

“DIGITAL DISRUPTION:
ITSIMPACT ON

MARKETING
COMMUNICATIONS”

to be held at Hôtel Concorde
La Fayette in Paris on 21-22
September 2006..

Confirmed speakers include:
Fernando Rodes, CEO, Havas
Group; Peter Kabel, Head of
Digital Jung von Matt, Germany;
Matt Freeman, Tribal DDB
Worldwide, Erika Darmstaedter ,
Dir ector of Operations EMEA,
Saatchi & Saatchi X, New York,
Mike Mathieson,CEO, Cake
Group, UK; Arjo Ghosh,
Spannerworks, UK.

This should be a fascinating
opportunity to r eview the current
state of play in this key growth
area for our industry , and its
clients.

Please indicate on page 11 if you
wish to r egister. 
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A sense of direction in a world of change

When Elvis died in 1977, he had
150 impersonators in the US,
which has now grown to a
figure of 85,000 (quite
disturbing in itself), but more
disturbingly, if Elvis
impersonators keep on
multiplying at the current rate
they will account for a third of
the world's population by 2019.

We are constantly being told about
this or that 'rising tr end', but few
trends go on unabated, so it's worth
approaching them with a fair degr ee
of healthy scepticism, or there again
just maybe there's going to be a whole
lot mor e shaking going on than we
ever could have imagined!

Trend 1
People are starting to watch TV on the
Internet and Yahoo recently streamed
the first episode of 'Fat Actr ess' (a new
sitcom in the US starring Kirstie Alley)
on the web at the same time as it was
shown on TV.   Remarkably it has been
reported that mor e viewers watched
the show on-line than on TV.

Broadband is changing the way many
people experience the Internet and
starting to pitch the web against the
traditional distributors of television
programming.   In particular , internet
portals such as AOL, MSN and Yahoo
realise that to retain a loyal audience
they will inevitably have to deliver
more of their own exclusive content,
rather than relying on user-generated. 

No TV Network ever had a potential
audience as broad as that offered by
the web.   If, as looks likely, the portals
fight for a bigger audience share, their
ability to str eam video will make them
increasingly like TV networks.   It also
opens up the opportunity for them to
charge fees; Yahoo has 372m unique
users, but currently only 8.9m of them
pay for being able to access some sort
of content - the more exclusive the
content they can provide, the greater

their opportunity for char ging fees.
Another big change taking place on
the web is content shifting fr om text to
video. And how will people sear ch for
video content on the web?  That
question neatly leads on to ….

Trend 2
People are searching for video clips on
the internet, so imagine you want to
watch the episode of Sex in the City
where Carrie and Mr Big finally get it
together once (no, nor do I, but
apparently …..), and so you type those
key wor ds into Google.  The result?
Tens of thousands of references,
ranging fr om where to buy the DVD,
to joining the fan club - but you won't
find the episode itself.

Why? Because searching for text
references are easy when compared
with attempting to sear ch for video
programming.  The new challenge for
search engines is to make video clips
as easy to search for as text.  In
anticipation of this, Google, Yahoo
and AOL have all started to offer basic
video search capabilities.   So just
imagine the possibilities if you had a
machine like a TiVo (or Sky+)
combined with a Google-like power to
search for programmes.

Searching for video clips or str eaming
is particularly challenging, because
there is currently no standard way of
tagging a programme.  IBM is
working with a range of br oadcasters
including the BBC and CNN to test a
new video search engine technology
they have named Marvel, so clever, it
classifies programming by analysing
audio, video and transcribed speech.
It's believed it could be ready for
commercial use in two years. 

We think it's a pretty safe bet that is a
trend which will have major impact
on the way consumers watch TV and
will challenge how advertising is
watched by consumers.

Trend 3
People want to make phone calls over

the Internet by using Voice over
Internet Protocol, or ‘VIP’.  It's a new
way to make and receive phone calls
by using a broadband internet
connection, instead of a standard
phone line; your voice is converted
into packets of a data which are sent
down the high speed connection and
come out the other end just like a
normal phone call.

It's still early days for this new sector ,
but one of the biggest players is Skype
( www .skype.com), whose software
has been downloaded 130m times and
has 40m users worldwide.  In fact,
Skype has become the second most
downloaded piece of softwar e ever,
behind Kazaa (file sharing softwar e
that has infuriated the music industry
by enabling easy piracy of songs).
Skype has grown rapidly because its
software is simple and user-friendly
and it only r equires users to plug a
headset into their computers.  Skype
enables free phone-calls over the
Internet to anyone else who has
downloaded the softwar e, and also
includes low-cost ways of being able
to phone non-Skype people. 

Another operator is the US based
Vonage, which supplies adapters
allowing you to plug a phone straight
into your br oadband connection and
charges you a flat monthly fee.  There
are an increasing number of other
providers offering VoIP services, all
competing to draw business from
traditional telecoms operators and
soon internet companies such as
Yahoo and Microsoft will launch
internet voice services.  

It will be fascinating to see how
quickly this tr end develops - our
guess is pretty fast, and just as
interesting to see how it's dealt with
by the big telecoms players.

So, three current trends affecting the
way we use media now, and as having
legs - but we'd have to admit to not
yet being entirely clear where all of
them will ultimately r un to.

Guest article: 

Shake, rattle and roll ....
by Philip Beeching, Chariman of integrated agency, Beechwood


