


“embrace change before it embraces you”

At the start of the 21% century, a vital part of the $311bn’ advertising industry —
commercials production - is still largely managed by thinking and processes that
would be recognisable to a 19" century administrator.

Author’s note

The authors have concentrated on television production in the advertising industry because their skills
and experience lie mainly in that area. However the points of view outlined in this document might
apply equally to press production, as, in principle, do the solutions. Also, by no means all the
conclusions drawn here apply to all agencies. We have simply tried to identify general trends, which
we feel are affecting the’ business’ in its broadest definition.

! Bird “Advertising Industry” p28, 21/03/03.
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Don’t Kill The Messenger

Sophocles, 442B.C.

It can’t have escaped anyone’s attention that things are changing and fast. Change is an
implicit and essential element in dynamic businesses. However, managed change or
evolution, is surely preferable to change that is forced upon us after all the available options
have expired.

The purpose of this polemic isn’t to be critical. It’s an attempt to open up discussion of the
issues to a wider participation than has recently been the case. Currently, we don’t have any
kind of non-partisan forum in which to air such concerns as these. It’s no good for any one of
the three parties involved in the relationship to unilaterally decide policy and dictate it to the
others. It must be three out of three if it is to have any chance of working. These issues aren’t
owned by any one part of the business or its trade organisation. They are interdependent and
affecting us all equally.

“It wasn’t just the Emperor who had no clothes on — the entire court was naked”
Mikhail Gorbachev on reforming the Politburo, 1984.

What is difficult to see is what has actually changed. And how has it changed. Trying to
measure change while it is happening in a subjective field like ours is very difficult, due in
part to the lack of any meaningful data, but we are definitely sensing the effects of it. We just
can’t be sure how things might play out. Hindsight will of course present us with a flawless
picture, but it might be unwise of us to wait until we are possessed of this. A further
complication is that some of the best agencies and production companies may not even be
aware that there is a problem yet. Indeed quite a few of the more sophisticated advertising
agencies' and clients are already looking at various initiatives individually, but maybe it is
time for a collective reappraisal of the sector, because what is becoming clear is that we won’t
continue to thrive by either adopting unilateral initiatives or maintaining habits we took for
granted in simpler times.

Nobody is responsible for the current situation. It has come about because we’re collectively
still trying to cram the square-peg of contemporary commercials production into a round-hole
working model established in the mid-1960s. Most of the criteria established then simply
don’t apply today. In those days there were a few creative agencies being serviced by a small
group of directors via their tiny production companies. All shooting and post-production was
based on film practice of the era. It was simple to understand and easy to execute. Since then
there has been a significant complication of the process caused mainly by the increasing
sophistication and importance of post-production. Another difference between the 60s and
today is the increasing pressure for significantly shorter lead times, driven by the relentless
introduction of new technology. The business has moved on.

Added to these factors has been a tremendous growth in expectation levels at the same time as
a virtual collapse in the (financial) certainties of the media as they existed pre-web and pre-
multi channel, accompanied by a proliferation of talent out of all proportion to current
demand. Also, understandable anxiety caused by the much-anticipated (but by no means

' “Production commissions have largely been reduced or eliminated, although there are interesting

procurement opportunities for agencies themselves in television as we have seen at WPP in Australia”
WPP annual report, 2004.
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definite) destruction of older media by the still immature new-media is adding to the
confusion.

What we are all here to do is grow our clients’ sales and profits. No amount of efficiency
analysis, rationalisation, synergy, procurement, cost cutting and cost control will do it alone.
Only producing great and effective creative work can. But unless we get our business in
order, the creative baby is going to get thrown out with the proverbial bathwater. Above all
ours is a trust-based business. We all need to encourage that trust. One way to do this might
be to accept the need to adapt and change our approach to the business. This might include
looking at the idea of a new compensation model.

A new compensation model

“So essentially what you are talking about is a new compensation model based on the concept of an

overall fee for the creative work of a director?”
Wendell Scot Greene interview - mvwire.com, September 7". 2005

For example, in the world of the stills shoot the most important contribution by the
photographer is one of talent, interpretation and experience. Apart from the photographer
himself and his models or performers, the majority of elements involved in the process are
commodities or standardised in that they vary little from job to job except in quantity. The
photographer is rewarded for his creative input by a payment of fees and a buyout for the use
of the resulting imagery.

We believe the industry has now reached the stage where it might be appropriate to consider
applying the same thinking to directors’ and production companies’ remuneration for
commercials. As with the photographic shoot, apart from the talent of the director and his
immediate team, the majority of factors involved in the production of most commercials are
largely standardised. So it would seem to make sense to pay a standard price for them but
significantly reward the creative or interpretive element (the director), instead of lumping it
all together in a ‘gamble’ bid as under the existing system. Production companies are
regularly faced with either making a fortune or losing the entire shop over every job.

So then, there could be a fee for the director and a fixed fee for the production company to
include all the costs. In this new regime, the production company could still be invited to bid
within carefully set financial parameters but be rewarded for coming within them. The
commodity priced elements of any production would be a much more ‘open book’ because
they would no longer be the life or death element of every project and cease to be so
emotionally charged an issue for everyone. In this scenario, there would need to be a tacit
agreement between all parties to pay realistic commodity prices in order to maintain the
equity of the system.

This would also be fair for the production companies’ own suppliers who are often asked to
subsidise work without any apparent benefit to them. In other words, everyone will have to
face paying realistic prices for what they order. But nobody will be asked to pay for
something they haven’t ordered.
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“It’s about a choice of tools; and so because the ‘old guard’ that represents directors in advertising
and music videos where they are in the business of production that they built upon the concept of ‘shoot
days’ — we rent stuff and we mark it up and that’s how we make our money... If the death knell has
sounded for the ‘old guard’ and its economic model, then who provides the new one to govern how

business is done?”
Digital Domain’s Ed Ulbrich and Wendell Scot Greene — mvwire.com, September 7".2005

The methodology of work on commercials is noticeably changing. A significant contribution -
one that will only increase in its importance - is being made by input from a new generation
of image creators sitting at workstations. How will we compensate such ‘directors’ working in
this new environment? The old model certainly will not be a suitable starting point.

Background

“It’s a funny old business.”
Margaret Thatcher, 1989.

Commercials production is a bizarre trade, quite unlike anything else except perhaps playing
roulette. Production companies offer fixed-price bids on loosely specified creative treatments
of someone else’s work. They gamble that the approach they’re proposing will work. If it
doesn’t they know they’ll be paying for it. They can’t rely on precedent because all creative
work must of course differ from that which came before it. Then they turn up (hopefully) on
time and on the specified date (either be at a moment’s notice or so far in the future things
have changed) and set to work with dozens of people they may never have met. Everything
they do is exposed to the critical gaze of several people with the power to individually
withhold approval of the final outcome (and payment of the final invoice). And they have to
get it right first time and within budget. What a business. And it isn’t a marketplace in the
normal sense, responding to factors like supply and demand. It’s often driven by an unrealistic
level of expectation on the part of the buyers fed by the suppliers’ behaviour. A bit like the
drugs trade really except not as profitable.

The fact that there is still so much creative excellence in such difficult circumstances is
testament to the professionalism and commitment exhibited by the best agencies, clients,
production companies and post-production houses.

The advertising production industry is looking a bit shaky. This isn’t just bad news for
aspiring directors and their companies. Agencies are getting it in the neck too. Lots of clients
are complaining that their agencies lack the ability to buy commercially and act transparently
on their behalf. There has been an erosion of the perceived importance of TV production
departments by some agencies and clients. In a time of contracting demand, agency margins
from their advertising activities are under pressure. The effect of this has been to drive the
cost-floor of many productions down to an economically unsustainable level. Many agencies
and their clients have got used to thinking anything can be done for any price, no matter how
small. Production companies are beginning to fail with increasing frequency. This is putting
immense pressure on everyone involved to avoid taking any risks in order (so they think) to
avoid making mistakes. This risk-aversion is resulting in a kind of analysis paralysis.
Advertising, whilst considered by many outsiders to be creatively ground breaking can be
rather risk-averse in its business dealings with suppliers.

Coincidentally, the expectation levels of many directors have become unrealistic. This is the
production company producers’ own fault. Many of them have encouraged a situation to arise
where they like to be seen to support their directors by taking on non-profit or even loss-
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making projects. Any project. Producers regularly subsidise work in order to develop talent
that they think they’ll be able to cash in on at some time in the future. The trouble is that
often, the future never comes. At the other end of the spectrum, some agencies often pay far
too much to a small coterie of directors for what they perceive as ‘guaranteed’ quality.
Actually, they’re often being wildly overcharged for work based solely on precedent. In many
cases, production companies are not really like businesses in any normal sense. They
commonly become vehicles for their directors’ aspirations.

It often seems that all that matters to everyone today is cost. Of course cost is important, but
you should be able to argue that quality sometimes justifies cost. We work in a sector where
cost alone shouldn’t be the sole issue, but it often seems as though it is. To try to put things
into some sort of perspective, the budget for the new Scottish Parliament building has gone
approximately ten times over estimate (from £40m to £400m+). Imagine what would happen
to a production company or agency that did that? It is remarkable then, by comparison, how
disciplined our industry actually is. The majority of projects usually come in on time and
pretty much on budget. You just rarely hear about that. To an extent though, our attention is
constantly being distracted from the bigger picture by the intense focus given to a few high
profile projects that represent only a tiny fraction of the output of the business as a whole.

The industry overall seems to be having difficulty in seeing that it might just be time to
consider whether a new approach to doing things that could work for us all. We aren’t sure
whether this is due to a head in the sand attitude on everyone’s part or simply being frozen in
the headlights of oncoming change. What we are sure of is that things will not stay as they are
for very long.
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Part 2

So, are we doomed?

Actually, we are far from it. But maybe the business itself isn’t being best served by the
current status quo. On the basis that it is better to beg forgiveness rather than crave
permission, we’d like to risk suggesting whether there might not be a new way of working
that will help the whole industry move forward with confidence.

Firstly, what should agencies and production companies be doing to keep themselves at the
top of their game? Their current position on the ‘business-cycle/maturity’ curve suggests four
things are vital:

To maintain creative quality & standards of service

To optimise costs both in organisations and on individual projects
To achieve optimum turnaround times

To evolve their business-processes

Rl e e

None of this is new except number 4. Many agencies and production companies are already
well on the way to tackling the first three of these issues in various ways. Little serious
attention however has been paid to number 4.

In order to evolve our business-processes, we will have to consider taking an entirely new
approach to the methodology used in the production community as a whole. We’ll need to
change the way we’re working. We’ll need to come up with a collective and inclusive
solution. So we’ll need to think about a new compensation model.

What’s the problem?

“It’s either El Dorado or Hades”
Production company producer, 2005.

Commercial production is a mature business. The current barriers to entry for any director or
production company wishing to climb into the arena are historically low. This has led to an
astonishing proliferation of both. Intense competition generated by this increase has driven
margins down to an all time low in proportion to the level of risk borne by the supplier on
behalf of the buyer, leaving little or no margin for error. Under such pressure, many
production companies are changing from the traditional model of trusted partner of agencies,
into opportunistic vehicles for their owners. Many see commercials as a short cut to features
rather than as a business in itself. And real differences between individual directors and
production companies are becoming less pronounced.

If you’ve seen BBC2’s Top Gear recently, you’ll have noticed that many of the ‘special’
techniques of the commercials trade are now being widely adopted in the programme sector.
This is largely due to the general availability of advanced post-production techniques at a
relatively low cost. In many ways they’ve become common currency. The danger inherent in
this situation is that everything is starting to look like everything else. The ‘unique’ talent
brought by a director today could be considered to be mainly one of interpretation rather than
simply production expertise as in the past. Therefore it would seem inappropriate to reward
them on any basis other than delivering real added value or ‘difference’. The majority of
factors involved in the production of most commercials are pretty much standard. They tend
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to differ only at a quantitative level. So it would seem to make sense to pay a standard price
for them but significantly reward the creative or interpretive element instead of lumping it all
into a gamble price. This would help alleviate the difficulties production companies face in
attempting to competitively bid the commodity elements of every production. Under the
current system, most production companies are regularly faced with either making a fortune
or losing the entire shop over each project.

But this would also mean clients recognising the risks production companies face and paying
realistic prices. The arguments then, would not solely be about the cost of every project, but
the contribution of the ‘special’ talent to it. Presently, everyone wants to have his cake and eat
it. Clients complain they’re paying too much. Agencies tell their clients that they’re totally in
control but criticise production companies for charging too much. Production companies
moan there’s never enough money. Either clients continue to allow production companies to
charge a ‘guesstimate’ for risking everything and settle for that, meaning sometimes paying
too much and sometimes too little, or they’ll have to agree to accept change. None of us can
have it all ways anymore.

The big picture

The worldwide advertising business turns over $311bn.” The output or ‘industrial component’
of the industry — creative work in the form of TV commercials, print/press ads. and electronic
new media images - is generally assumed to be worth about 10%’ of this figure, or $31bn.
Outmoded ‘manufacturing-age’ systems and procedures still widely used to manage this
output in all its forms, will prove hopelessly inadequate in dealing with the increasing
demands being placed on them.

Efficient production of advertisements is critical to the business success of any agency, client
and production company. Production involves a complex chain of events and needs to be
constantly monitored and controlled, in order to deliver the desired results creatively, on-time
and within budget. The critical thing will be to know precisely where you are and exactly
what’s going on in order to make informed decisions. At the moment it’s virtually impossible
for anyone to do this.

Growing pressure from clients to deliver work ‘better, faster, cheaper’ and to demonstrate
‘transparency’, coupled with the increased acceptance and expansion of new media such as
the internet, will force agencies to address this issue. Left unattended, it will lead irrevocably
to loss of profits and ultimately, loss of business.

“As I look at the way the world is going and then I look at the traditional advertising agency, I see an
alarming discrepancy between what our brands are going to need and what contemporary agencies are

good at.”
Niall Fitzgerald, Chief Executive Unilever, 1997.

What impact will ‘new-media’ have on all this?

In the past, it was often enough for an agency to produce a couple of TV commercials and
press ads. for a particular brand in 6 months. Driven by ever more sophisticated new media
targeting, it will probably be necessary to produce many versions of a commercial and dozens

? Bird “Advertising Industry” p28, 21/03/03.
3
Anecdotal.
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of press ads. in a week. Finding the ‘big idea’ is as important as ever it was, but it now has to
work on all platforms and across all media instead of just on prime-time television. It is
therefore logical to assume that the volume of executions will be much greater than before
and consequently involve lots more work in managing it.

“We believe that the internet should be viewed as the evolutionary equivalent of a meteor impact on the

advertising industry.”
Stephens Inc. Internet Research, Oct. 1999.

The advertising industry simultaneously faces a sharp challenge and a crisis of confidence.
Concentration within the industry — the top 5 companies control some 82% of the advertising
market” - growing pressures from clients and the rise of new media such as the Internet will
force agencies to address long standing information-flow management problems and issues. It
will necessitate agencies adopting and developing a ‘Real-Time management’” solution and
rethinking the ways in which production is organised internally.

“Real-Time management is the complete compression of lag — between the detection of an event, the

reporting of that event, the decision making and the response.”
Gartner “The Real-Time Enterprise” 2003.

Furthermore, new ultra-lean global players with cutting edge technology woven into the
fabric of their businesses are starting to encroach on the industry’s traditional markets.

"Google is now both an opportunity and a challenge.”" Google stock was hammered on Tuesday after
its chief financial officer warned of slowing growth, but Sorrell wryly noted the company is clearly
doing something right. "They're at 85 billion in revenues and capitalized at $100 billion, we're at $10
billion in revenues and capitalized at $14.5 billion. They have 5,000 people, we have 72,000. They have
25 offices and we have 2,000 offices. Clearly they have a different model and are smarter than we

are."’
From an interview with Sir Martin Sorrell at the Reuters Global Technology, Media and Telecoms Summit, March 2006.

Agencies will need to play to their strengths both to meet the challenge and to benefit from
cooperation with these new players.

A ‘Real-Time’ solution?

When you consider that one sizeable agency in the London market might currently produce
200 commercials and 700 press advertisements per year, let alone considering the impact that
the internet and other new media will have, some idea of the scale of the potential problem
can be imagined. Simply finding and marshalling all the relevant information is an enormous
and never ending task. And quite apart from the pre-production, production and post-
production stages of any creative project, there is the ever growing responsibility of keeping
track of the many hundreds of contractual and legal issues relating to those projects. Simple
administration itself has become of fundamental importance — mistakes and errors of
judgement here can cost a fortune (in the event of litigation, liability etc.) and in extreme
cases, lead to the breakdown of trust and to the loss of a client.

But, whilst an agency may address the way in which its production is organised internally, a
credible ‘Real-Time’ system will prove too complicated and expensive for one agency to

* Bird “Advertising Industry” p28&45 21/03/03.
5 Gartner “The Real-Time Enterprise” 2003.
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develop in isolation. Any effective solution must include clients and suppliers as participants
in order to work properly. It will be essential for an agency to be able to co-ordinate its
activities in a global real-time environment, with thousands of creative personnel, clients,
suppliers, analysts and managers. Every agency’s system will need to be industry accessible.

Why has all this suddenly become an issue?

It hasn’t. It’s just that everyone has been looking the other way. Virtually the entire focus of
advertising agency management recently has understandably been on their core competencies
of strategy, ‘creative’ effectiveness and placement (media planning/buying). Functions such
as project management and production have been seen as ‘back room’. But while production
accounts for some 10%?° of turnover, we believe it to potentially deliver a substantially higher
percentage of agency profits (up to 20% in some cases’) than this figure would suggest. This
is due to several factors including the switch from remuneration by commission to payment
by fee, the loss to agencies of significant chunks of marketing budgets that they used to
control and the continuing decline in overall profitability.

With the proliferation of communication channels available to marketers, agencies are
competing with many new suppliers of marketing communications. Budgets are being
reduced as money is diverted from traditional media and few advertisers anticipate substantial
growth in advertising expenditure® Agencies will have to ‘get their act together’ in order to
maintain their profitability in the face of these challenges. As margins on advertising activities
shrink, so production becomes more significant not less. This applies just as much to new and
very successful agencies in their initial high-growth and high-profitability phases.

Also, the rising influence of the client procurement function is creating an additional pressure,
because many agencies (though by no means all) seem to have been lax in managing their
production functions efficiently. Despite the best efforts of some agencies, there is an inherent
problem in applying straightforward business practices to such an intangible product. Yet in a
business that is being forced to become more of a level playing field, it is the ‘intangibles’
that will deliver competitive success.

“The question remains whether the procurement process can successfully buy creative services, in the
same way that door handles or widgets are purchased. It seems to be based on the idea that what we
provide is low value added, and that as we are dependent on significant revenues from large clients, we

can be squeezed.”
Sir Martin Sorrell, WPP 2002 Annual Report, June 2003.

So is there a clear case for action?

Yes. Clients are not only exerting increased pressure on agencies to manage and contain costs,
but are now demanding greater involvement in the production process in order to force greater
‘transparency’.

“Glasnost”
Mikhail Gorbachev, 1984.

6 Anecdotal
7 Anecdotal.
% Forecast of 3.7% growth in the global advertising market during 2003, Salomon Smith Barney, 21/03/03.
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Recent press coverage’ has highlighted the fact that clients are becoming increasingly
dissatisfied with current agency performance in the production area. Many agencies however,
do not have the means to offer the transparency demanded of them and are caught in a vicious
downward spiral. The more they try to cut costs — often by dispensing with senior people with
key production skills and experience'® — the less they are able to procure in a critical and
informed way. The issues are being compounded by the limited systems they have available
to them. In most cases, the ability to deliver quality information in a timely enough fashion to
enable them to keep their clients ‘in the loop’ is sporadic at best and at worst, non-existent.

“Clients quite reasonably want to understand just how costs are broken down and establish whether

they are getting value for money. If agencies don’t learn to buy better, clients will do it for them.”
Emma Nussey, Commercial Director AMV BBDO, Financial Times 7/01/03.

With the decline in agency margins and with the rise of competition, agencies that do not
master this challenge will soon lose competitiveness and ultimately, won’t be able to function
at the levels of quality, speed and efficiency that the market is starting to demand.

“Profitability lies in managing the costs better than the competition.”
Willott Kingston Smith, Campaign 1999.

Are things really as confused as it seems?

In some ways, yes they are. Whilst many large agencies are on top of their game, we found
that some are still suffering extensive duplication of roles and effort at all levels in their
organisations. They pride themselves in their internal systems — they just aren’t aware a
problem exists. Dozens of staff in different departments handle many hundreds of routine
requests per week for either information or items related to productions at enormous cost,
both in time and in ‘write-offs’. The importance of this should not be underestimated. This
money is taken straight from their bottom lines.

These ‘routine’ requests could all be centralised through production, supported by an
industry-accessible Real-Time knowledge and information management system customised
specifically for that agency’s needs. The cost of running the business and the potential for the
number of mistakes inherent in that agency could be greatly reduced. More importantly, staff
would be freer to concentrate on key client service, strategic thinking and revenue-generating
activities and the agency would be perceived by its clients as much more ‘efficient’. With
agency margins running at an all-time low, this is an area that is crying out for attention.

Indeed, the growing pressure on agencies to cut budgets and the general erosion of their
perceived quality by clients, has underlined the need for agencies to maintain their image of
efficiency at all costs. It is quite possible that third party organisations — media independents,
post-production houses, and specialist outsourced TV departments etc., will soon be able to
make a convincing case to clients to take substantial and profitable process-based revenues
away from agencies (e.g. substantial bits of post-production). Until recently, it would have
been difficult for them to do this, because agencies had a monopoly on producer talent, but
the business is now awash with high-quality freelance producers just at the moment when
agencies are allowing their own offerings to weaken.

? Interview with Hamish Pringle & Geoffrey Russell, Institute of Practitioners in Advertising in shots.net 23/07/03.

10 “werre talking about some of the most senior figures in TV production all leaving their jobs in the space of six weeks and I’'m
not sure the industry is best served by this.” Hamish Pringle, Director General IPA in shots.net 23/07/03.
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Agency TV production, what’s happening now?

Television production departments used to be significant profit centres for agencies. They are
now expensive cost centres. Agency remuneration was based on a commission system that
enabled them to mark up production budgets by anything up to 15%. Now agencies are
generally operating on a fee-based payment system, they can’t justify applying commission to
TV production costs any more. Therefore, TV departments are under constant internal
pressure to cut costs and at the same time try to deal with an unstable external supplier market
coupled with severe budgetary constraints imposed by the recession.

And production companies?

Although the production company sector has undergone uncontrolled proliferation, with many
of the original and seemingly stable suppliers replaced by a plethora of tiny and short-lived
operations based generally on a promise rather than on sound business practices, there has
also been a polarisation of the companies, with the large becoming larger and the rest being
simple director/producer offerings. The middle sector has shrunk to nothing. In some ways,
this has mirrored the process of consolidation by the agencies, although the causes of it have
been different. There is, for instance, virtually no economy of scale applicable to production
company operations as there arguably is to advertising agencies. Giving the ‘impression’ that
they are large integrated businesses only enables them to ‘seem’ more stable. It also means
they have to charge big mark-ups to pay their overheads. But whichever side of the fence they
are on, the survivors will be the ones that can keep control of the process and their costs.

“The future of all business is process competitiveness.”
Professor Stephane Garelli, Institute of marketing Directors Marketing Forum 2003.

And producers?

There are many excellent producers working in advertising agencies. A common complaint
amongst them though, is that recently, they seem to spend most of their time processing paper
rather than doing the job they’re actually paid for: producing. A particular problem
confronting many of the less sophisticated or newer agencies — and one that’s due to get much
worse - is the lack of trained staff, particularly those combining business ability with creative
skills, to manage the necessary processes. Indeed, many agencies are under tremendous
pressure to actually cut costs in this area. The general pool of agency producers is either
ageing fast or is very junior. Many of the most experienced have recently left the business.
Often, producers have stayed in one agency for extended periods and have not experienced
much outside that particular company’s system. They are steeped in techniques, practices and
habits learned during an earlier age and can be reluctant to adjust to new ways of working or
even resistant to the merest suggestion of change. The younger ones often lack experience and
judgement, having inherited their roles after being given the most basic of training (which
agencies can afford long-term training these days?) They tend to be weak at negotiating
budgets against aggressive production companies — indeed, how can they be expected to hold
their own, having had little experience on the ‘other side’.

There is a case to be made for the more widespread employment of experienced production
company producers by agencies. It must be said though, that whilst there has been an
enormous proliferation in the production company side of the commercials business, there has
not been a pro rata increase in the training or skills-base of production company producers.
The weakness of this group is being realised in the increasing number of production company
failures. The consequent knock-on effect is worrying, because due diligence is not being
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observed as a matter of course by all agencies. This could also become an issue as far as
insurance cover is concerned. Maintaining standards is increasingly difficult under extreme
pressure.

Indeed, the role of the producer has changed over the last few years. Some years ago, an
agency producer had a contribution to make both creatively and technically. This was in an
era when production techniques were jealously guarded and in the control of a few specialist
practitioners. Creative departments had little experience of the process. Today, an agency
producer’s responsibilities often seem mainly restricted to negotiation, scheduling and
administration. The production company producer sees himself doing the majority of the
work. Often though, the production company’s ‘producer’ is little more than a director’s rep,
who subcontracts to an array of freelance support staff to actually undertake the production.
This tends to lead to a diminution in standards as the link between seniority and responsibility
is stretched to the limit and the process of subcontracting becomes ever more junior as it is
handed ‘down the line’. There is a growing lack of respect and understanding for the role of
producer — indeed, there has been a general ‘devaluation’ of the currency of the term.

In addition, production itself has not been subjected to proper management techniques and
behaviour that have been widely employed in other areas of the business. This might be
because production has often been viewed as being of lesser importance to an agency’s
financial success. This is partly because it is a highly distributed set of processes, using a
floating array of temporarily leased staff and structures. Thus, it can be really hard to ‘get
hold of” by general management who tend not to come from production backgrounds and who
often lack real understanding of the issues.

Director - ‘gun for hire’?

The contribution made by the director is still of undiminished importance. However, in the
past, there was a real difference between the abilities of different production companies and
their offerings. They tended to reflect the specialist approach of their owner director. With
some honourable exceptions, the larger ones today are mostly rep. operations for long lists of
talent they can pitch on a project. Many of them are similar to international booking services
that can also arrange the production if they happen to get the job. There isn’t so much to
choose between them now. But they can still charge a premium for delivering ‘apparent’
advantage. This is because the business as a whole has simply evolved in this way and accepts
this as the ‘norm’. Most of what production companies now do apart from the creative
contribution of the director and his immediate team is ‘process’ rather than adding value.

In other words, the same director placed with a production service would probably perform
just as well. This is the way much of the Scandinavian and American talent is currently
working. Often, directors are represented by different production services in each country and
never form really close ties with anyone. What has driven this is the amount of work that now
goes outside the UK to Cape Town, Prague and LA. This involves very little practical
contribution by the booking company in the UK, because they are subcontracting the entire
process to a production service outfit abroad. Future candidates for this increasing exodus are
Australia, New Zealand, Warsaw, Istanbul and Berlin.

The traditional UK production company model would appear to be becoming something of an
anachronism in the current business environment. Indeed, the model is inherently unstable,
unless owned and run by directors, producers and other stakeholders committed to their local
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markets, because they otherwise depend solely on the continued commitment of foreign-based
directors.

A ‘local’ director’s or producer’s reputation is at least linked with the success of their
company in their home market, whereas ‘offshore’ directors brought in on a deal generally
have no investment other than getting a project on their reel, making money and moving on.
They tend not to see themselves as committed to the business in general. They commonly
view commercials as a passing phase on the way to Hollywood.

What are an agency’s production needs?

An agency’s needs can be summarised in five key points. It will have to:

1. Maintain creative standards and judgement at all costs. That is the agency. It
means that an agency should take more responsibility for the production process, but
also deserves to participate in the financial rewards.

2. Obtain and use real-time information. All knowledge-based industries now operate
on internet time. Failure to develop real-time data streams can cripple senior
management, especially in a trust-based business environment, damaging a
company’s reputation in the process.

3. Maintain real-time control over production processes. This will enable timely
judgement to be exercised.

4. Have cost management, containment and control. Efficient production
management can control costs effectively.

5. Achieve client trust, satisfaction and retention. Industry surveys suggest that trust

between agencies and their clients is eroding quite rapidly in the area of production.
This is particularly fuelled by apparently non-transparent processes in production,
perceived failures in project co-ordination, poor time management and lack of cost
control, whether true or not.

So what would enable an agency to satisfy these needs?

Those five points above, suggest that there is a fundamental need for three specific initiatives.

Firstly, there must be someone that can draw together and manage the diverse strands of the
creative production process in order to produce the goods.

Agencies with serious creative output should consider taking on a new type of ‘executive
producer’. Employing a purely ‘agency producer’ in the old-fashioned sense will only work
up to a point in the new business landscape. This new executive producer will operate
similarly to one in the film industry, co-ordinating, negotiating and managing all the resources
and suppliers concerned with the process.

Due to the convergence of media, it may be that the brief to the ‘executive producer’ could
extend to all the forms of communication that make up an agencies’ offering. The principle of
negotiating and managing a photo-shoot is just the same as that in the case of a TV
commercial or graphics sequence. In any event, this person should embrace and have
knowledge of all forms of creative resource that will inspire and fuel the agency, from
fashion, architecture, art and TV programming to graphics and music-video. However, this is
not a ‘head of creative resources’ role in the old-fashioned sense, or even a currently modish
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‘head of project management’. The person should be an inspirational creative ‘player’, similar
to a film studio head, working alongside the creative director and agency management,
helping to deliver the agency’s promise. This can only benefit clients by adding real value to
agencies’ capabilities.

Secondly, it is time agencies took some control of production processes back, rather than
subcontracting all responsibility for them to TV and press/print production companies. They
should also benefit from a share of margins that these businesses, correctly run, can still
enjoy.

Thirdly, there should be a set of tools to support this skills re-orientation — an industry
accessible Real-Time ICT system. An ICT (Information Communications Technology)
system is different to an ordinary IT set-up. An IT system simply enables an organisation to
store and retrieve information. An ICT system has a reactive or ‘two way’ component — it
contacts you when necessary — you can customise it to do what is required when required.
With an ICT system in place, advertising agencies, clients and production companies can
build an ‘institutional memory’ that will enable continuity of process to be maintained in spite
of constant changes of staff.

This would enable the most efficient deployment and use of an agency’s people and
resources. It should be a simple to understand and simple to use system which does not
require any party to replace any of their existing IT systems. It would result in a huge
reduction in the administrative time and effort needed to monitor the agency’s projects and
the most efficient use of the talent and skills in the company. Most importantly, it would keep
the agency’s management in the driving seat.

Any conclusions?

You bet. We are not saying scrap everything. The UK advertising industry is still a world
leader. But if we are to maintain this position, action must be taken now. As previously
discussed, there are clear parallels between the current state of the UK commercials industry
and the TV production industry in Hollywood before they implemented sweeping changes in
their process methodology.

Indeed, advertising agencies could already be considered to resemble film studios in many
ways:

The advertising industry: - Is dominated by a few large players.
- Has ‘financiers’ and ‘co-producers’ in the form of large
- clients
- Has ‘studios’ in the form of advertising agencies.
- Has a myriad of production entities servicing those
‘studios’.
- Uses a prevalence of freelance companies and individuals.

It seems both logical and reasonable to suppose therefore, that some of the solutions which
were developed for the US film and television production industries, might be of use in
solving some of the problems in the advertising production industry.
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So

It’s time that production disciplines in advertising agencies — particularly TV - were
recognised as absolutely vital to the agencies’ success and treated as serious businesses in
their own right. Agencies will be required to operate in a much more sophisticated way than
in the past. They should be considering extending their management into all the areas of
creative expertise they touch. Producers need to be relieved of some of the admittedly vital,
but burdensome administrative and repetitive chores they are drowning in and get back to
what they are paid to do; produce creative work.

A critical issue facing agencies, particularly those at the leading-edge of creativity that regard
their ‘work’ as their most important point of difference, will be to maintain control of the
means of their creative output. If ever this control were to be once eroded or even lost, they
would never regain it. That would certainly not be of any benefit to clients — the agency is the
best judge of how to produce its work.

The way ahead

Without doubt, one of the key elements of success in the continuing struggle to maintain
control of the production process will be the development of a workable, industry accessible,
‘Real-Time’ production system.

As a direct result of the work undertaken in preparing this paper, the authors of this document
are in the process of developing and introducing a web-based production methodology — a
‘real-time e-production community’ — which will represent a significant innovation in e-
production for advertising agencies, their clients and suppliers. It is a simple to understand
and simple to use system, which will not require anybody to replace their existing IT
resources. It will enable total integration and management of all the creative and business
processes critical to an agency. It is a totally ‘secure’ system with access strictly controlled by
hierarchy and permission. It will be closely modelled on the dominant system in use in the US
television and features industry as designed and developed by one of the authors. We think
that the benefits to everyone of working via the same industry-wide e-production process will
prove enormous.

Advertising agencies have the talent. They just require the right tools in order to deliver great
creative results and remain competitive.
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