GLOBAL BEST PRACTICES
IN FAIR REMUNERATION




INTRODUCTION

This document has been prepared as a tool for members of
The Association of Accredited Advertising Agents, Malaysia (4A's) and
their clients with the hope that it will help in the fair management
of an agency remuneration system. It does not pretend to have any
magic solutions for making the planning, negotiating and maintenance
of a client compensation program easy. Instead, it attempts to stress
the importance of planning and monitoring a program that features clear
logic, consistency and understandability by both agencies and clients.
To fulfill this objective, it strives to define as simply as possible the
different terms and systems that are being used and debated in
the marketplace by offering a presentation of the facts, especially
as it relates to fee-based compensation.

The ultimate objective of this document is the development of
a win/win, agency/client business relationship. Until both agencies
and their clients reach a comfort level with a compensation system
that simultaneously satisfies the needs of both organisations, the
subject of compensation will occupy a disproportionate amount of
time and emotions.

To achieve this comfort level, it is critical that both clients and
agencies recognize that compensation agreements are merely a
means to an end. The challenge comes in thinking about what the
Ringgit allows both sides to do; both client and agency. Hopefully
this document will help you to think about these issues.

The Malaysian 4As firmly believes that advertising agencies should
be compensated fairly for the work that they provide to their clients.
When establishing any remuneration method, all agencies should
follow the same objectives including:

(@) Recovery of all of the costs associated with the services
being provided.

(b) Return of a fair and reasonable profit.

(c) Recognition of the creative nature of the business.

An agency should never commit itself to a precise compensation
plan until it has first examined its needs. The agency needs to pay
a return on owners' capital. It must pay taxes. It needs to grow, if
only to keep pace with inflation. It needs to attract talented people
and provide a stimulating environment in which to work, as well
as to retain and reward those people. It must establish a respected
identity for itself in the marketplace. All of these are management
goals that can be attained only by recovering costs and earning
an adequate profit.



Therefore, the agency needs answers to three questions:

(@) What is the true cost of the service the agency
is offering?
(b) How much profit is needed?
(c) Adding cost and profit, what compensation is required?

How much the agency needs to be paid should precede the
question of how it will be paid. The method of compensation
will follow.

Clearly all remuneration methods must be negotiated and agreed
between clients and agencies. By taking into consideration these
factors and other details discussed in this document, we hope that
we can facilitate this process better.

The most productive and successful client/agency relationships
are based upon a mutually rewarding marketing partnership concept.
With inadequate 'reward’', agencies are often forced to cut corners
and reduce their service to clients. This eventually impacts the
quality of creative and, inevitably the relationship between the
agency and the client.

The 4A's wishes to thank in particular the Association
of Accredited Advertising Agents of Hong Kong and the
Advertising Federation of Australia, for allowing us to adapt
their document entitled "Agency Compensation Guidelines" and
"Agency Remuneration' respectively.




















































































