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New trend study on marketing procurement

Making more efficient use of marketing budgets: Dov etailing

marketing and procurement delivers

Bonn, April 14, 2010 — As a result of the global economic crisis, market ing budgets
have in some cases eroded dramatically. The recent "Efficiency Boost for Marketing

— Marketing Procurement Strategies and Trends" trend study shows that optimizing
marketing provides enough potential to buck the dow nwards trend. The focus is
shifting towards “marketing procurement”. The study , a collaboration between
supply chain management consultancy BrainNet and th e Center for Future Research
and Knowledge Management at the Supply Chain Manage  ment Institute (SMI), also
shows that there is still scope for building on the synergy effects between
marketing and purchasing.

The study involved interviewing more than 30 marketing and procurement managers from
advertiser companies who together take decisions on marketing activities totaling around
€2 billion a year. The analysis looked at the extent to which German companies are
already implementing marketing procurement, the factors for successful use of this
strategy and any hurdles to its use. The study also looked at both the process interfaces
between marketing and procurement and the interface between advertisers and their

marketing service providers.

A summary of the key results of the study:
- Around one in five of those surveyed who use the lever of marketing procurement, the

“high performers”, have enjoyed efficiency improvements of more than 15 percent. 70
percent have increased efficiency by at least 5 percent.

The study clearly shows that the best results are achieved by integrating procurement
as intensively as possible in the sourcing of marketing services. Despite this only
around half of the budget volume is sourced with the involvement of procurement.
Although the procurement of marketing services in Germany represents a legal and

auditing risk of €14 billion a year, this risk is neglected.
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High performance: Business acumen keeps companiesa  head of the field

“The study shows that high performers have implemented a comprehensive and structured
approach,” says Oliver Grihn, BrainNet partner and Managing Director at BrainNet and
co-author of the study. “They accord great importance to the training of the buyers involved
with marketing procurement, especially in relation to the relevant marketing disciplines and
the procurement market. One core aspect of this strategy is the creation of motivational
incentives for clients and agencies, especially within the context of performance-related
pay models.” Other factors for successful marketing procurement are:

Performance-related approaches have a positive impact on budget efficiency in

numerous ways: Firstly price reductions and efficiency gains can be made

instantaneously; secondly agencies are motivated to review their own value creation

chain and make it more efficient.

Consolidated risk management is essential for high performers. Alongside consistent

benchmarking, “totally clear” briefings and quantifiable targets, they have well matched

selection criteria and a coordinated strategy for negotiations.

Close and open communication between customers and providers is also critical to

Success.
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Medial services (ATL)
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Marketing and procurement: Cooperation offers high

76% 24%
7% 23%
85% 15%
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ATL: Above-the-line

# 0% %&'&

Euro 682 m

Euro 211 m

Euro 386 m

Euro 87 m

Euro 102 m

Euro 28 m

Euro 50 m

Euro 108 m

Euro 16 m

Euro 76 m

potential for development

“Many companies have a shocking track record of cooperation between marketing and

procurement. If you look at the respective budget volumes, the figures are alarming,”

stresses co-author Dr. Heiko von der Gracht, Director of the Center for Future Studies and

Knowledge Management at the SMI. “Although it has long been known in professional

circles that involving procurement in marketing is key to a company’s success, only low

levels of fragmented collaboration can be found in the majority of categories.” The cases of

cooperation studied showed that:

The focal areas of collaboration primarily lie in the classic fields of media services,

creative services, sponsoring and event organization. The involvement of procurement

in those areas which are set to grow over the next few years — Customer Relationship

Management (CRM),

online and market research — is extremely low.

The marketing managers feel that the biggest obstacle to collaboration with

procurement lies in buyers’ professional training.
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The marketers view the attainment of better conditions and more efficient budget use

by procurement in a positive light.

Competition at a glance: Agencies and marketing pro curement

Agencies’ classic profit models and strategies have felt the strain of the economic crisis.
On the one hand their customers are deploying increasingly forceful cost management
while on the other hand competitors are ousting agencies in the operational segment and
marketing consultancy. From the agencies’ standpoint, the positive aspects of
collaboration between procurement and marketing include a focus on prices, efficiency and
formal requirements from the purchaser. In response to marketing procurement, agencies
are increasingly using commercially trained negotiators and endeavoring to boost the

efficiency of processes in customer workshops.

“Agencies mustn’t forget to optimize their internal processes and ideally structure their own
value added chain,” says Sven T. Marlinghaus, BrainNet partner and Managing Director.

“If they fail do to this, the success-dependent model will deliver less and not more profit.”
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Ten guidelines for successful use of marketing proc urement

The results of the study and evaluation of corresponding projects by BrainNet indicates

methods for optimizing marketing:
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1.  Start with non-creative services to create acceptance and initial shared successes;
2. Secure marketing expertise in procurement;

3. Define interfaces and processes;

4. Align goals between marketing and procurement;

5.  Establish cross-functional negotiating teams;

6.  Define common selection criteria for agencies;

7.  Early integration of procurement;

8.  Detailed and in-depth briefing of service providers;

9. ldentification of the best pay model;

10. Close communication with agencies.

Online video about the marketing procurement study

Oliver Gruhn, BrainNet partner and Managing Director and co-author of the study, explains
the benefits of marketing procurement and the points that companies should note during
implementation in a new series of the BrainNet Corporate Vodcast Channel, available at

www.brainnet.com

The detailed results of the study “Efficiency Boost for Marketing — Marketing Procurement
Strategies and Trends” and print-friendly images can be requested from

brainnet@maisberger.com
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About the BrainNet Supply Management Group AG

BrainNet is one of the leading international brands for supply chain management consultancy.
Employing 220 members of staff, BrainNet turns over €30 million globally. BrainNet develops and
realizes tailored solutions for more than 80 of the companies listed in the Global Fortune-500 and
around 240 fast growing SMEs. For years, BrainNet has had offices in Bonn, Boston, Budapest,
Chicago, London, Mumbai, Munich, S&o Paulo, Shanghai, St. Gallen, Stockholm, Tampa and
Wroclaw.

The study “Hidden Champions of the Consulting Market” by the Scientific Society for Management
and Consulting (WGMB) puts BrainNet as the number 1 purchasing consultant in Germany. The
company is — together with Roland Berger — also the only consultancy to be listed in the Hidden
Champion top 5 ranking in all the supply chain management disciplines (purchasing, internal supply
chain & processes and distribution logistics).

Through its close collaboration with the Supply Chain Management Institute (SMI) at the European
Business School (EBS), BrainNet offers a totally unique value-creation chain ranging from research
and training young talent at leading business schools to implementing consultancy projects and
strategic qualification of top managers and supply chain managers.

For more information about BrainNet, please go to www.brainnet.com

BrainNet — people creating connected solutions
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