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How agencies can work with procurement
and avoid a race to the bottom on price

John McCarthy

e 'race to the bottom’ on price

Procurement is often a dreaded word for agencies - but it needn't be. As part of The Drum's
Agencies4Growth festival, Trinity P3's Julian Barrans and Essence's Alex Woodford explained how
the two sides can strike up a mutually beneficial relationship and even ditch the pitch.

The relationship between agencies and procurement teams is often depicted as a culture clash between
creative free spirits and hard-nosed pragmatists. As Alex Woodford, vice president, client partner, APAC at
Essence, put it: “Some agencies will think procurement will hold up the process, make us do more, jump
through more hurdles, or slow things down and make life a little bit tricky."

But despite being on the agency side of the fence himself, Woodford argued that's the wrong assumption.
"Now the world is a bit tougher for everyone concerned, and agencies need to see it as an opportunity.
See procurement as someone who can smooth things over.”

The need for agencies to get savvier about working with procurement departments was illustrated by a
warning from Julian Barrans, business director, Asia at TrinityP3. His research found that the majority of
agency incumbents that go to pitch lose the client. “Four out of five clients move to greener pastures
because they can't resist the offer that's made or the freshness of a different agency," he says. But, he adds,
a constructive relationship with the client's procurement team can help them avoid that fate.

Barrans' research of the top 25 advertisers in the US over the last 10 years found that while compound
growth is 2% per annum, the share price gross average is 10% per annum. What this means is that in many
cases, what seems like growth in profit is actually purely manufactured by cost-cutting, rather than a real-
term growth in business. “What's driven the 10% growth is not the gross, it's cost-cutting," he says.

Agencies need to better evidence their effectiveness to avoid the lance of the chief finance officer, who
sees savings where value isn't so visible.

Barrans says: "Agencies should avoid going into a pitch situation, if you've got a client that you value,
engage with procurement. The client needs data points, they need to understand how they're going to
develop the next contract. enaaae with them as humans, and have some kind of performance assessment
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carried out so that the human can see where things can be improved, use that to satisfy them that they do
actually need to go to a pitch situation, they can actually just produce a new contract using the
performance assessments.”

The alternative is the contract goes to pitch and as it often goes, “a race to the bottom on price”. In 2020,
“that situation is even more tempting because budgets have been... there's still a massive number of
agencies out there, too many for the business that is around today.”

For Woodford, agencies need to get better at talking about and displaying their value, which is something
procurement is more suited to help with. If the agency appeases procurement KPIs, the client will soon
know.

“Get in early and build up a strong rapport. During the pitch process itself, treat treating procurement just

like any other stakeholder in the process. Be close, be open, be honest.” After a historically difficult
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said ‘with this level of pricing, this is what you get, but with a slightly different pricing setup, here are the
more experienced service levels you will get.”

Barrans shares another hint of light. “Things have been very much price-focused but a few enlightened
procurement teams have started to move more towards value.”

The panellists spoke with The Drum at Agencies4Growth Festival, a week-long online event
celebrating the power of agencies to support businesses. You can watch the interview in full here.

Sign up to watch forthcoming sessions and see the full Agencies4Growth schedule here.

This article is about: World, AgenciesdGrowth, Procurement, Marketing, Brand

Join us, it's free.

Become a memberto g

> Exclusive Content

Daily and specialised
newsletters

» Research and analysis

From our Network

e

4D contextual targeting platform takes online
advertising beyond the

Brands are wasting 95% of their B2B

marketing: business marketing in a... Marketing can change the world: Episode two

bibblio

Must Watch

OnThe Scene Talking Heads Drum Documentaries Everything You Need To Know

‘Don’t go dark’: Ex Apple and
Pepsi exec John Sculley offers
pandemic brand-building tips

Why GoDaddy rapidly reworked
its own marketing to help small
businesses stay afloat

Future Stars Of Digital

Recommended Reports

Digital Agencies Beyond
2020: A glimpse into the
future

WIX Partners

Pandemic Practicalities: How
Retailers Can Gain An Online
Edge in 2020

KLEVU

Why Innovation

= CMOaCCs 20:
Planning

in SharstoLinksdlin

How to make sure budget cuts don’t result in a
drop in your digital ma.

Every advertiser needs an online marketing
coach

Read more

Brand Love

Lessons in creative leadership
from the minds behind top ads




The Drum Ink

Get empowered.

Hit the C-suite spot. 75% of The Drum Magazine readership are senior
management or above.

Benefit from our monthly exclusive magazine content in multi-format.

Subscribe today e educated, entertained and empowered.

Subscribe now >

Marketing can change the world

Bliinoo gl

Europe Americas Asia-Pacific

News CreativeWorks Awards Live Events Drum Network Research Studios Jobs The Drum Recommends




