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Press Release

The complexity and competitiveness of the Chinese market
raise client expectations

Helping clients stand out in a saturated market is key
to retaining and winning new accounts for agencies

July 09th, 2024.-

SCOPEN has just finished a new wave of the AGENCY SCOPE Study in collaboration with
global independent consultancy R3. This China Marketing Trends Study follows over six
months of in-depth interviews with more than 300 market leaders and senior marketing
professionals.

AGENCY SCOPE CHINA 2023/24 is the tenth edition of the study in the country. It is also
conducted in 10 other markets, enabling the inclusion of global benchmarks in some key
criteria. In this edition, 323 professionals from 242 different companies were interviewed,
and 837 client-agency relationships were analyzed. The fieldwork took place between
August and November 2023.

The marketing executives interviewed are top executives from the most important
advertising companies in China, including users and investors of professional marketing,
communication, and advertising services. They are predominantly women (67%) and
mostly work in Shanghai (57%). On average, they have been with their companies for
almost 7 years and have held their current position for five and a half years. 44% operate
at the Director level, with 56% defining their role as Marketing Director/Manager. The
companies they work for are mostly Foreign Multinationals (74%), with the Fast-Moving
Consumer Goods (45%) sector being the most represented.

In 2023, as the market entered the post-pandemic reopening phase, economic recovery
was slow. Changes in consumer mindset and market performance indicated a downgrade in
consumption power, leading to ongoing evolution in the competitive landscape. While
market leaders are cautious with investments, they are also actively seeking new business
growth points, making marketing challenges more dynamic. In this new environment, the
focus and demands of market leaders, as well as their relationships with agencies, are
constantly shifting.

This report highlights key insights related to the challenges faced by market leaders, their
expectations and requirements for collaboration, and the evolving relationships between
market leaders and agencies.

The primary value of AGENCY SCOPE is to provide subscribing agencies, and other
communication partners, with first-hand information regarding the needs of their existing
and prospective clients. This report provides them a unique tool to improve and supply new
services as it covers the main findings and trends in the communication and marketing
sector and, more specifically, the perception and image of their company in comparison to
other agencies and communication partners that Chinese marketing professionals work
with.

12 different agencies to solve marketers’ needs
In China, marketers work with an average of 12.2 different partners to solve all their
Marketing-Communication needs. IMC (Integrated Marketing Communication) agencies
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(3.7) and Activation agencies (3.1) have been, since the first edition of the AGENCY SCOPE
in China, the most common and numerous agencies engaged by individual brands, followed
by Media agencies (1.8), PR agencies (1.4) and Other types of agencies (2.2).

Structure of Companies (Marketers)
12 DIFFERENT AGENCIES TO SOLVE MARKETERS' NEEDS (IN MARKETING-COMMUNICATION-ADVERTISING-MEDIA)

HOW MANY AGENCIES IS YOUR COMPANY CURRENTLY WORKING WITH?

2022 2024

@ IMCAGENCIES

@  ACTIVATION AGENCIES

12 2 @® MEDIAAGENCIES

4225

PARTNERS/AGENCIES

PARTNERS/AGENCIES

@ PRAGENCIES

OTHER AGENCIES

Bases: Marketing Professionals interviewed in 2022 (377) and 2024 (305). Spontaneous Question. Data in average of number of partners.
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Greater value placed on strategy

When marketers are asked what type of agency they would prefer to work with to solve
their creative needs, 70% (74% in 2022) of respondents stated they would prefer to work
with specialised agencies across different disciplines. 26% (14% in 2022) stated they would
prefer to work with an IMC agency. The slight shift away towards IMC agencies reflects
clients' increasing focus on Strategic Planning and Digital Strategy and are attracted to
agencies that demonstrate full-funnel thinking.

Structure of Companies (Marketers)
INTEGRATION vs. SPECIALISATION

WHAT IS YOUR CURRENT IF IT WAS YOUR DECISION,
WORKING MODEL WITH YOUR IN THE FUTURE WOULD YOU
AGENCY PARTNERS? PREFER TO WORK WITH?

AN IMC AGENCY THAT SOLVES ALL YOUR

COMMUNICATION NEEDS ' 19,5 r 26,4

SPECIALISED AGENCIES IN EACH DISCIPLINE

| LOOK FOR SPECIALISTS) 79,1 0,0
" ' I B .o

® 2022
BOTH TYPES OF AGENCIES

DK/NA H 4 LS,G

Bases: Marketing Professionals interviewed in 2022 (198) and 2024 (277). Prompted Questions. Data in Percentages (%).
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Al is gaining ground

When we asked marketers if they use any AIGC tools, 38% of respondents answered
affirmatively. The most used ones are DALL-E, Midjourney, Stable Diffusion (58%), and
ChatGPT (53%), and the main reason for using them is primarily to /mprove efficiencies
(89%). On the other hand, the main opportunities/challenges that they believe will
arise from their use by the agencies they work with are a Different talent mix, followed
by Improve working processes.

A focus on short-term performance prevents the development of deep
relationships

The average length of relationships that marketers have with their current Creative
agencies has shortened to 2.7 years (2.9 in 2022). Client-agency relationships in China
tend to be of shorter tenure and more project-based. This is both a challenge for
clients trying to consolidate their partnerships, as well as for agencies seeking to
secure and drive growth.

Client-Agencies Relationships
AVERAGE LENGTH OF THE RELATIONSHIPS (WITH CURRENT COMMUNICATION AGENCIES)

v
2,9 v 3,0
‘ 2,7 2,7
2020 2024 2020 2024
ALL COMMUNICATION AGENCIES IMC AGENCIES

Bases: ACCOUNTS analysed in 2020 and 2024 (ALL COMMUNICATION AGENCIES: 509,27, WORK WITH IMC AGENCIES™: 287,/426). Sp1 Question. Data in avers

On the other hand, if we talk about Media agencies, the average duration of relationships
with their clients in 2024 is 3.1 years, with no variation compared to 2022.

There is no replacement for the fundamentals

Creativity, Innovation, Knowledge (market, clients, brands, trends), Good Professional Team,
ROI, and Strategic Planning are the fundamental pillars on which day-to-day work is built.
They are also ‘determinant or important’ factors in agency selection.

When Marketing Professionals are asked to indicate spontaneously the most important
qualities when defining their “ideal " Integrated agency they mention above all,
Creativity-Innovation, Knowledge (market, client, brand), Good Professional team and
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Strategic Planning. If we compare the last two editions of the study, we notice that
Creativity/Innovation, Knowledge (market, client, brand) and Internal Processes /
Working Methods grow in importance while other characteristics like Agencies previous
experience and expertise, Integrated Services offering, Value for money/Reasonable
Fee, costor Research, Data, Tools decrease.

Agency Selection
CHARACTERISTICS OF ‘IDEAL INTEGRATED AGENCIES

WHEN CONSIDERING THE “IDEAL IMC AGENCY. WHAT ARE THE MOST IMPORTANT QUALITIES?

Creativity-Innovation
Knowledge (market, client, brand)
Good professional team
i g S(rgtegic Planning
“. 'B' — = e andexpemse
Good Account Service

&«

Integrated services offering
Good ion and i

Internal p / Working

ing a strong agency-client partnership

ROI (Efficiency / Effectiveness)

Good value for money / Reasonable Fee, cost

ion (Digital / Busi i

Adequate agency size

Research, Data, Tools

® 2024
e 2022

)

)

r[-i

Specialisation in multiple disciplines

Bases: Marketing Professionals interviewed in 2022 (202) and 2024 (277). Spontaneous Question. Data in Percentages (%>1%) OTHER Hifth: 4.5/4.3] DK/NA: 26.8/112
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When asked to indicate the most important qualities when defining their 'ideal * Media
agency, the top three characteristics that appear are: Negotiation capabilities (good prices in

Media), Media Planning and Strategic Planning. When comparing the last two editions of the

study, we notice that aspects such as Medlia Planning or Research, Data, Tools are
decreasing in importance, while there is a growing emphasis on RO!
(Efficiencyy/Effectiveness).
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Media Agency Selection
CHARACTERISTICS OF ‘IDEAL’ MEDIA AGENCIES

WHEN CONSIDERING THE “IDEAL’ MEDIA AGENCY. WHAT ARE THE MOST IMPORTANT QUALITIES?

Negotiation capabilities / Good Prices in Media | e
Media Planning
Strategic Planning | s
Good value for money / Reasonable Fee | —
Knowledge (market, client, brand) [
Research, Data, Tools [
ROI (Efficiency / Effectiveness) [l

Adequate agency size
Good professional team [

@ 2024
@ 2022

d services
Creativity / Innovation [
Good account service B

Bases: Marketing Professionals "WORK WIITH MEDIA AGENCIES' interviewed in 2022 (88) and 2024 (184). Spontaneous Question. Data in Percentages (%) OTHER: 2.2/05| DK/NA:9.1/103
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Selection Processes

The three key aspects when selecting Creative agencies based on their level of importance
are: The agency’s team, The creativity of the agency, and Effectiveness / ROIL Meanwhile,
the least valued attributes are being a Local Chinese agency, being a Multinational agency,
and the Awards won by the agency.

Conversely, the three key aspects when selecting Media agencies based on their level of
importance are: Medlia Planning, Negotiation Skills, and the Agency’s Team, while the least
valued attributes are being a Multinational agency, the focus on Sustainability and DE&I -
Diversity, Equity & Inclusion policies, and the Awards won by the agency. If we compare
data for 2024 vs. 2022, we find that all criteria prompted have increased their number of
mentions. This effect may be due to the time at which we compared the two studies, the
first during the COVID-19 pandemic and the second one in different circumstances. On the
other hand, marketers in 2024 have more criteria to consider when selecting Media agencies
due to the evolution of the industry and rise of the number of agencies in the market.

More project-based work

More than half of marketers have a relationship model with their current Creative agencies
based on Projects (61.9%), other clients work on a Framework Contract (38.1%).

Project Based (65.3%), Annual Retainer (32.4%), and Commission (2.3%) are the three
main remuneration models used by marketers to remunerate their agencies. Compared with
the last edition, there are more marketers that work with agencies based on Project-based
remuneration (65.3% in 2024 vs. 51.6% in 2022). Only 6.3% of agencies receive a bonus-
based remuneration (12.0% in 2020).

If we focus on Media agencies, Annual Retainer (51.1%), Project Based (33.8%), and
Commission (15.1%) are the three main remuneration models. Currently, there are more
marketers that work with agencies based on Project based remuneration (33.8% in 2024 vs.
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21.1% in 2022). 20.0% of agencies get a bonus-incentive payment at the end of the year
(26.2% in 2020).

Marketers are impressed by local breakthrough work

Agency expert knowledge of the Chinese consumer remains a key criteria in agency
selection.

Luckin Coffee, Manner Coffee, and BMW are the three brands mentioned the most for their
campaigns in the past 2 years. While Apple, Luckin Coffee, and Nike are considered the
three most valued companies for their Marketing in China.

Agencies Communication & PR
BEST CAMPAIGNS FROM THE LAST TWO YEARS
(POSITIONS #1-#10)
® 2020 ° 2024

v
#2 #3 #4 #5 #6 #

#1 #7 8 #9 #10

#40 . #17 #3 #101 #52 #28 . #63

£ e £ ¢ : 5 g 5 o =
S I x Q L

O = L D

- & o

Bases Markeling Professionals interviewed in 2020 (185) and 2024 (164). Spontaneous Question. Data in Mentions and Ranking (#).
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Marketing complexity and competitiveness have raised client expectations

Agencies need to offer more value-added services, alliances, and collaborations to
differentiate themselves and help clients cut through a challenging market.

More detractors than promoters

The level of recommendation of Creative agencies to friends and colleagues has decreased
since 2022 (NPS 2022: -3.8% vs. NPS 2024: -9.8%). Even though the NPS (Net Promoter
Score) has increased in the last two years, the number of detractors remains higher than
promoters, confirming that China clients are hard to satisfy.

The predisposition to change IMC agencies (‘definitely’ will change or ‘probably” will change)
has increased in the last two years and it is similar to the global average (15.7% of Chinese
marketers are considering changing their IMC agencies in 2024, compared to 11.6% in
2022). Moreover, ‘only’ 60.3% (72.7% in 202) of interviewees have no intention of changing
their current IMC agencies.
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Client-Agencies Relationships
CHANGE OF AGENCY

ARE YOU CONSIDERING CHANGING YOUR CURRENT COMMUNICATION AGENCY/IES?
WON'T CHANGE

PROBABLY WON'T
CHANGE

@ ITIS NOT MY DECISION
INTERNATIONAL
29,1 30,4 ® pecisioN
# 16,2
10,2 = ' 10,7
10,0 10,8 7.6 11,5

13.7% 14.5% 11.6% 15.7%

© WILL PROBABLY CHANGE

WILL DEFINITELY

® CHANGE
CHANGE CHANGE CHANGE CHANGE oA
2022 2024 2022 2024
ALL COMMUNICATION AGENCIES IMC AGENCIES
Bases: ACCOUNTS analysed in 2022 and 2024 (ALL COMMUNICATION AGENCIES: 509/627, 'WORK WITH IMC AGENCIES " 287/426). Prompted Question. Data in Percentages.
e ©
ey

The level of recommendation of Media agencies to friends and colleagues has remained
stable since 2022 (NPS 2022: -14.5% vs. NPS 2024: -14.4%) while the level of satisfaction
with the service provided by Media agencies in China has decreased in the last two years
(2022 ‘very satisfied or satisfied”: 62.9% vs. 2024: ‘very satisfied or satisfied’: 56.8%).
However, the predisposition to change Media agencies (‘definitely’ will change or ‘probably’
will change) has also decreased in the last two years (8.5% of Chinese marketers are
thinking of changing their Media agency in 2024, compared to 12.7% in 2022).

Proving performance to justify investment

Brand Positioning / Awareness / Relevance (27%), Proving ROI / Effectiveness / Results
/ Metrics (24%), and Shrinking Budgets (20%) are the main challenges marketers mention
they are facing. Agencies who can address these pain points will find favour with China
marketers.

Challenges for the Future
CHALLENGES FOR MARKETERS (TOP 10)

WHAT ARE THE BIGGEST CHALLENGES FOR MARKETERS?

Brand positioning / / ——————————
Proving ROI / Effectiveness / Results / Metrics |
Drop in Marketing spend / Shrinki e

Changes in the economic environment |,
Adapting to new times / Anticipating trends |
Talent / Processes / Working methods [

® IMCAGENCIES

COMMUNICATION

Data / Tools / Measurement | ® AGENCIES
Strengthen Media planning and buying [
Global offering ication / i ivity |
Bases: Marketing Professionals (305) and WORK WITH IMC AGENCIES' (212) interviewed in 2024 . Prompted Question. Data in Percentages (%),
—
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Helping clients stand out in a saturated market in a way that strengthens brand positioning,
consideration and audience connection is key for agencies to retain and win new accounts.

Digital Platforms gain ground but agencies remain crucial for strategic and
creative challenges

Digital platforms are gaining relevance against agencies in each edition in China. Nowadays,
they are even seen as key partners to face future challengers. Douyin (TikTok) holds the
strongest position. However, digital platforms still can't solve the strategic and creative
challenger that brands face, and agencies maintain even stronger positions in these areas,
often collaborating as consultants with marketers that work directly with the platforms.

About SCOPEN:

Since 1990, SCOPEN carries out research and studies that, after rigorous analysis and multiple connections which
help to complete their database, offer a unique strategic vision which drives businesses through the means of the
creative economy, inspiring people and projects through rigor and independence.

Present in Argentina, Brazil, Chile, China, Colombia, India, Mexico, Portugal, South Africa, Spain and the United
Kingdom.

SCOPEN. Knowledge for Creative Transformation

For more info:

SCOPEN
Maria José Ramiro, Communications Director
mjramiro@scopen.com T: +34 917 021 113
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