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THE POWER OF
MEASUREMENT

McBripe & ASSOCIATES

A major value of the appraisal process
lies in the pure power of measurement.
The questioning process necessary

to set goals forces an advertiser to

be explicit about their objectives for
the agency and how they relate to the
company’s targets.

Without some criteria and method of
measurement there can’t be any real
accountability. When considering what
those criteria should be here are three
things to keep in mind.

1. It's important to focus on busi-
ness outcomes in order to establish
a relationship between the busi-
ness strategy of the advertiser and
to accurately appraise the agency’s
contributions.

2. Many performance appraisals fail
because the performance measures
consist of ratings based on vaguely or
poorly defined traits such as reliabil-
ity, communication sKkills, business
focus, or leadership.

3. And finally, when there is no pay
for performance linkage, appraisals
are not seen as a serious activity; it's
sort of like shooting with blank bul-
lets. After awhile, they just don’t scare
anybody.

In summary the ROI from perfor-
mance appraisals should come from:

+ clarifying objectives;

* communicating them to everyone
involved;

« influencing behavior to be consis-
tent with them;

+ checking whether or not objectives
are being met;

+ challenging the theories about how
the business relationship works, and
in the end;

* producing a more accountable rela-
tionship that both parties feel good
about.
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THE AGENCY
AS EMPLOYEE

APPRAISALS AND
MOTIVATION

UNNATURAL ACT

McBRripe & AsSOCIATES

An advertiser/agency relationship is a
joint venture with the mutual depen-
dency that implies. The advertiser
depends upon the agency’s best efforts
to provide materials and recommenda-
tions that will enable them to achieve
their marketing goals. And the agency
depends on the information,

direction and endorsement of the
advertiser to enable them to do their
best work.

This dependency is very similar to that
which exists between employers and
their employees. Some of the research
for this paper is drawn from that field.

At the heart of most motivation theo-
ries is the belief that motivation is a
function of the degree to which valued
rewards are perceived to depend on
performance. That’s why performance
appraisals are often used as a way of
influencing work motivation.

In the case of an advertising agency the
reward is usually an extrinsic one (i.e.
incremental income either from incen-
tive compensation or additional assign-
ments). But performance appraisals
also offer the opportunity for counsel-
ing and development which should
strengthen and improve the advertiser/
agency relationship over time.

An appraisal for motivation needs to
focus on the objective achievement of
certain pre-defined goals. As such it
looks backward, focusing on previous
accomplishments.

An appraisal for development pur-
poses, while more subjective, should
be more forward-looking and focus on
how strengths can be maximized and
weaknesses minimized. For both the
advertiser and the agency having some
critical insights into how each party
views the competence and the capabili-
ties of the other should point the way
for future hiring decisions and staff
development plans.

Appraisal is in many respects an
unnatural act. It is a little more natural
in Western than Eastern cultures, but
most individuals are not prepared to
do it well.

And it has been well documented that
when done poorly, appraisal systems
neither motivate nor effectively guide
the performance development of indi-
viduals or organizations.

PaGE 3



CULTURAL
DIAGNOSIS

GLOBAL
ISSUES

McBripe & ASSOCIATES

In designing performance appraisal
and compensation systems, we follow
the example of anthropologists, who
approach another culture by first learn-
ing and understanding its elements.
This first step, which we call a cultural
diagnosis, leads to a method-

ology that embodies the values of

the current organizational cultures.
That’s particularly important in the
advertiser/agency appraisal process
because it often involves two very dif-
ferent cultures.

When considering how to implement
a global agency appraisal system,
particularly one tied to compensation
elements, the cultural diagnosis should
be done in each major geographic
region. If the appraisal methodology
or process violates the values of either
party’s culture it not only won’t be
effective, it could cause some puzzling
dysfunctions. For example there might
be substantial discrepancies between
the way the advertiser and the agency
rate each other, and rate themselves.
The structure of any mutual process
has to take into account the existing
cultural differences.

The influence of social and cultural dif-
ference on performance measurement
practices can be seen in this anecdotal
description of how American, German
and Japanese managers apply the
tamiliar hamburger style* of manage-
ment performance feedback to their
agency. >

(continued) Americans deliver their
criticism gently, by starting with small
talk, for example, “The new spot looked
good on Monday Night Football” (the
top hamburger bun). They then pro-
vide the critical feedback (the ham-
burger). They close the session with
more encouraging words (the bottom
hamburger bun). German managers
provide only the hamburger. But with
Japanese managers, you get only the
faintest smell of hamburger.

(* When communicating a negative,
it should be sandwiched between
two positives.)
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CONTEXT
COUNTS

CULTURAL
DIFFERENCES

McBripe & ASSOCIATES

The preceding story highlights the
difference between high-context and
low-context cultures. In low-context
cultures, such as Germany and most
Western cultures including the U.S.,
Canada and Australia, most of the
information is transmitted in the
message itself even if it is more or less

gently wrapped.

But in Japan, and most Eastern cul-
tures, the information to be conveyed
during the communication process

is located in the surrounding context
shared by the sender and the receiver.
As a result, communication is less
direct and precise.

In low-context cultures, there is an
emphasis on fairness in the perfor-
mance appraisal, the appraiser is
assumed to be objective, feedback and
criticism are direct, and the recipients
may rebut their appraisal.

In high-context cultures, there is an
emphasis on employee development

in the performance appraisal, the
appraiser is assumed to be subjective,
feedback and criticism are indirect and
subtle, and recipients may not rebut
their appraisal.

Agency performance appraisal prac-
tices (including criteria, choice of
raters, and the way feedback is pro-
vided) should be shaped by a care-

tul analysis of social conditions and
cultural values in each nation where the
firm operates.

For example in cultures where power
distance is high (Latin America for
example), autocratic decision making
may be viewed as appropriate and
managers may resist receiving any per-
formance feedback from the Agency
particularly from a lower ranking
person; whereas in cultures where

the power distances are low (such as
Sweden) a fully participatory process
would work well.

Financial performance measures may
also be less valid measure of success in
some situations because local account-
ing and financial procedures may be
designed to minimize payment of
foreign taxes or there may be income
penalties due to changes in foreign
exchange rates. In those cases measures
such as cash flow or market share are a
better measure of the real contribution
of these operations.
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APPRAISAL RISKS
AND REWARDS

It's not what I say but the way I say it.

Mae West

McBripE & ASSOCIATES

Any agency appraisal tool needs to

be reliable, valid, and have a strong
business utility. An appraisal that lacks
these qualities can be counterpro-
ductive. For example if disappoint-
ing performance data are used in a
judgemental, intimidating way this
will encourage negative and defensive
behavior. That same information if

presented as a basis for discussion to
produce suggestions for improvement
is much more likely to lead to a positive
outcome. Supportive management is
the key to success.

The chart below highlights the good
and bad sides of the Appraisal process.

The BRIGHT SIDE

Agency may develop an increased motivation
to perform more effectively.

The DARK SIDE

Agency may disengage as result of critical
review.

Self-esteem of agency team members
may be increased.

The self-esteem of the participants on both
sides may be diminished by criticisms.

Appraisers may gain new insight into
the agency and vice versa.

False and misleading information may be
created and accepted.

The agency's job responsibilities may be
clarified and better defined.

Performance motivation may be diminished
if inadequate performance measurements
result in no rewards.

Valuable communication between the
parties can be facilitated.

The relationship between the parties may
be permanently worsened.

Performance incentives can align the
Advertiser's and Agency's management
goals in a clear and equitable way.

Failure to realize significant incentives may
diminish the agency's commitment to the
business.

Information gained can enable both parties
to do better manpower planning and

develop more useful training programs.

Large amounts of time and/or money may
be wasted on the process because it was never
conceived and administered properly.
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GUIDELINES FOR
APPRAISAL SURVEYS

McBripe & ASSOCIATES

Over the years we have constructed
numerous different appraisal surveys
tailored to the needs of the individual
client. Here is some of what we have
learned:

1. If anonymity matters, the survey
should be paper-based and not digital,
especially if the responses go back to
the advertiser directly via their E-mail
system.

2. The survey shouldn’t take more
than twenty to thirty minutes to com-
plete. Twenty minutes for the man-
datory closed-end questions and an
additional 10 minutes for the optional
open-ended responses. (When surveys
are too long respondents’ answers become
automatic and overly positive.)

3. The questions and the scaling
should be structured to facilitate
thoughtful top-of-mind responses.
That means that questions should be
based on no more than one or two dif-
ferent scales.

4. Questions should be similar in
length and some of the measures
should be worded negatively to break
any automatic response pattern.

5. There should always be a “not
applicable” or “don’t know” option to
avoid forcing people to respond to
questions they have no knowledge of.

6. Questions should be single-minded
unless the behaviors associated with
two or more related elements would
require the same intervention to be
corrected.

7. Most questions should be based on
observed behavior rather than opin-
ions or attitudes and those behaviors
should link to productivity.

8. Mixing a few qualitative (open-
ended) questions in with a quantita-
tive series can help to validate the
related responses and gather construc-
tive suggestions for remedial action.

9. Questions asking respondents to
indicate their extent of agreement or
disagreement with various statements
regarding the agency’s performance
are difficult to construct in such a way
that they don’t bias the response.

10. However questions regarding the
frequency of issues occurring, with
percentages or ratings from “never” to
“always” can be used effectively.
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MEASUREMENT
SCALES

McBripe & ASSOCIATES

Some advertiser and agency executives
believe that simple rating scales are
best and advocate merely three levels of
performance:

* Great
- O.K.
+ Needs improvement.

An extremely negative rating (e.g.
Seriously deficient) seems superfluous.
After all if the agency is that bad, they
would probably be terminated without
an appraisal!

Overall there is no magic number,
but generally fewer values are better
because that minimizes the artificial
differences resulting from different
interpretations.

Because it’s difficult to categorize the
performance of an agency, or of an
agency functional group, we add a
fourth category between Great and
O.K. to recognize above-average
contributions that fall below the level
of outstanding. To do this we often use
the following 4 point scale:

4 = Exceeds Most Expectations
3 = Exceeds Some Expectations
2 = Meets Expectations

1 = Attention Required.

This results in an unbalanced scale
(e.g.2 positive, 1 neutral and 1 nega-
tive factor). It also gives the advertiser
a way to signal, and recognize, the
achievement of two different incentive
levels.

In instances when the agency is asked

to do a self-evaluation we recommend
the following asymmetrical five point

scale.

5 = Outstanding

4 = Very Good
3 =Good

2 = Satisfactory
1 = Marginal

Since agencies are disinclined to rate
themselves below average, this sort of
skewed scale minimizes leniency. That’s
because good, or above average, perfor-
mance is associated with the middle of
the scale. When ratings are made on a
skewed scale, mean scores are less likely
to be inflated.
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ASSESSMENT
TOOLS

SAMPLE ADVERTISER
QUESTIONNAIRE

McBriDE & AsSOCIATES

Samples of some of the assessment

3. Interactive web-based (or HTML)

tools that we have developed over the questionnaires accessed and filled out
years are shown on the following pages.  ata secure web address.

Agency appraisals can be effectively
administered several different ways:

In summary the means of administra-

tion can be tailored to the operating

1. Face-to-face interviews
This method works best in compa-

nies that eschew “process”, or where Shown below is an example of an
agency appraisal form that could be

the relationship is dysfunctional .

style of the advertiser and their agency.

distributed either as an E-mail attach-

2. Questionnaires distributed via E- ment or in paper form. This example
mail either as Adobe Acrobat Forms focuses on the functional and tactical
or in Excel. capabilities of the agency’s creative

department from an advertiser’s point

of view.

4 = Exceeds Most Expectations; 3 = Exceeds Some Expectations;

2 = Meets Expectations; 1 = Attention Required; 0 = No Opinion 4 3 2 1 0
Overall how do you rate the Agency's creative team on our business? aQogagaoaaqg
Does the Agency appoint sufficiently qualified creative talent to meet our needs in:
strategic creative direction agagaoaad
copywriting Qaaaag
art direction/design Qaaaag
broadcast production aaaaa
print production aQa4Qaagaa
How do you rate the Creative Group that you work with on:
knowledge of our business and our competition N I I I |
knowledge of our customers gaaoaad
their ability to understand and properly interpret our creative briefs aggogaaoaag
development of relevant and impactful creative solutions [ O I O I R |
selling their ideas to our company Qaaoaa
control of production quality agagagaa
working to time deadlines agagaaa
cost management aaagag

Comment here on any specific strengths or weaknesses, but specifically on any grades of either 4 or 1,
in this area and how to exploit or correct them. (Use as much space as necessary
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SAMPLE AGENCY The questionnaire below is different Although these examples are separate
QUESTIONNAIRE from thg pr‘eceding example in two that’s doesn’t mean that the issues are
ways. First it’s an agency’s appraisal mutually exclusive; both areas can be
of the advertiser’s management of the effectively probed in the same ques-
creative process. Second, and more tionnaire format.
importantly, it focuses on the strategic
aspects of creative development and In the end the questionnaire should
management rather than the functional ~ reflect the cultural diagnosis of the
and tactical aspects. relationship and the needs of the spon-
SOT.

4 = Exceeds Most Expectations; 3 = Exceeds Some Expectations;
2 = Meets Expectations; 1 = Attention Required; 0 = No Opinion

Overall how do you rate the Advertiser's ability to encourage and assess
our creative proposals?

Rate Advertiser's ability to assess creative proposals for:

strategic relevance (how well it addresses the advertising challenge)

creative originality (do they look for the Big Idea)

strong executional interpretations (imaginative, workable solutions)

[y j{

0o

000
W) i

000

How do you rate the Marketing & Advertising managers on:
understanding and employing appropriate research in ad development

allowing sufficient time for the creative development process

giving our proposals a considerate hearing

fighting for the necessary approvals for new concepts and ideas

providing constructive criticism which helps us develop stronger solutions

being prepared to take risks in the search of outstanding advertising

providing a sound basis for needed changes or rejections

their ability to give sound and clear directions for next steps

[ o )
Oo0C0000o0

a
a
d
Q
a
Q
a
d

[} o o}y
[

in this area and how to exploit or correct them. (Use as much space as necessary)

Comment here on any specific strengths or weaknesses, but specifically on any grades of either 4 or 1,

McBripe & ASSOCIATES
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GAP
ANALYSIS

McBripeE & ASSOCIATES

The Gap Analysis is based on a two-
dimensional appraisal of an advertising
agency’s performance. It can be either
a one-way or two-way process (i.e.

the agency evaluates the advertiser’s
management too). What makes this
tool unique and more actionable than
conventional processes is the fact that
the respondents assign an importance
rating to each attribute as well as a per-
formance score. By determining where
the largest gaps are between

importance and performance, it is
possible to establish a hierarchical
ranking of the most sensitive areas

of both strength and weakness in the
relationship. It is also possible to weight
the responses to smooth extreme dif-
ferences that may be attributable to
varying experience levels among the
respondents. The sample below shows
how the process can be administered in
HTML format on a secure web site.

Please rate the importance of each factor and your satisfaction with the
performance of the Agency’s Account Mgt. group in that category.

Factor Importance

Satisfaction

Knowledge of our business/services |Choose one ¥ _[Choose one v
7 Absolutely important 7 Extremely satisfied

6 Very important

6 Very satisfied

5 Somewhat important 5 Somewhat satisfied

4 Neutral

4 Neutral

3 Somewhat unimportant |3 Somewhat dissatisfied

2 Very unimportant

2 Very dissatisfied

1 Not at all important

1 Extremely dissatisfied

0 No opinion

0 No opinion

Ability to communicate clearlyand  |Click here ------- > ¥ [Clickhere ------- > v
concisely both verbally and in writing

Open-mindedness (does fresh input | Click here ------- > ¥ |Clickhere ------- >, I
modify their thinking)

Willingness to initiate actions Click here ------> > ¥ |Clickhere ------- >
(proactive vs reactive)

Adherence to timetables Click here ------- > V¥ |Clickhere ------- >
Effective cost management Click here ------- > ¥ |Clickhere ------- > N
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SAMPLE GAP
ANALYSIS

McBRrIDE & ASSOCIATES

The top chart shows some hypotheti-
cal scores from the questionnaire on
the preceding page. Since most of the
scores fall in the upper right quadrant
one might conclude that the Agency is
performing quite well. However that

would be mistake as the Action Matrix
in the bottom chart shows. When you
focus on the Satisfaction Gaps, it’s clear
that the Agency needs to take some
remedial action in five of the six areas
being appraised.

Account Management Ratings.
7
Business Knowledge
6 [ ]
Communication skills
5
Y .
< Y\ Open-mindedness
£ 4 = =
8- Initiati
nitiative
£
- 3
Timeliness
2
Cost management
1
1 2 3 4 5 6 7 NOTE: the upper right quadrant
Satisfaction is the ideal location.
Action Matrix
3
Hold bmote .
Business Knowledge
2
, Communication skills
Q.
o 1
U] .
< | - Open-mindedness
.8 0
£ // Initiative
§ - ]
™~ Timeliness
-2
) ) Cost management
_3 [Monitpr Fix
1 2 3 4 5 6 7
Importance
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GAP EVALUATION
SAMPLER

PRODUCTIVITY
AUDIT

McBRrIDE & ASSOCIATES

To see how this methodology

might apply to your situation click
http://www.mcb-associates.com/
agnceval.htm if youre viewing this
document online in PDF format. Oth-
erwise go to the URL in your browser.

Then fill in the sample form and we
will graph your responses in matrices
similar to the ones shown on the fol-
lowing page to show you how the Gap
Evaluation process could work for you.

The Advertising Productivity Audit was
created to help companies to optimize
the advertiser/agency relationship to
insure that the advertiser gets the maxi-
mum return on their marketing com-
munications investment. It is different
and better than conventional agency
evaluation processes because:

It requires thoughtful mutual con-
sideration of the fundamental issues
effecting the relationship.

It reveals both immediate and long-
term operational problems, and
points the way toward solutions.

It provides both quantitative and
qualitative bench-marks that can be
repeated to measure progress.

It provides the framework for a
continuing self-appraisal for all the
participants.

It is analyzed and administered by an
experienced, objective third-party;
which guarantees anonymity for the
respondents, and eliminates potential
bias.

Information for an Audit is collected
through the use of self-adminis-

tered questionnaires transmitted and
returned via E-mail or via snail mail if
that’s more appropriate. Participants
may identify themselves by company
affiliation and/or functional area, but
it is not required, nor is it essential to
the analysis. Completed questionnaires
are returned directly to McBride &
Associates and are never seen by either
advertiser or agency management.

All individuals who interact directly on
a regular basis with the opposite orga-
nization should be included. However
those who have limited responsibilities
should confine their responses to their
functional areas.
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AUDIT
ORGANIZATION

AUDIT
OUTLINE

McBripE & AssocCIATES

The questionnaire employed can be
revised and reworded as necessary

to reflect the needs of the sponsoring
client and the unique characteristics
of their advertiser/agency relation-
ships. The chart on the following page
shows the general areas of the working
relationship that most questionnaires
are designed to probe.

The Audit itself consists of between 100
and 125 closed-end questions that are
computer tabulated and analyzed,

resulting in concrete recommendations
and timetable for improvement. The
number of questions varies to reflect
the differing needs of our clients, as
well as differences in the scope of work
performed by the agencies involved. In
addition the questionnaire includes a
provision for the participants to pro-
vide open-ended comments and obser-
vations where they believe it might be
helpful to qualify either the question
itself, or their response to it.

Goals & Strategies
Marketing Objectives
Advertising Goals & Strategies

v

Budgets & Cost Management
Basis for Spending
Budget Controls
Business Management
Cost/Expense Controls

’

v

Message Management
Creative Development
Creative Evaluation & Selection
Creative Execution

v

+

Media Management
Media Planning

Media Buying
Post-Buy Evaluation

v

v

Account Management
Advertising Effectiveness
Relationship Issues
Staff Competency
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WHY USE A
CONSULTANT

WHAT DIFFERENTIATES
McB & ASSOCIATES

McBripE & ASSOCIATES

Why use an outside consultant?
Objectivity
If the process is administered by a
third-party with no on-going role in
the relationship, respondents will be
more candid even if the appraisal is

not anonymous. (This enables elec-
tronic administration. )

Sensitivity
An informed outsider can filter
the responses to make potentially
destructive comments more con-

structive. They can also add perspec-
tive by considering the source.

Special Expertise

It takes special expertise to construct
appraisals that are:

Reliable: capable of defining mea-
surements that can be replicated in
tuture studies

Valid: measures what was intended

Useful: does what it set out do and
strengthens the relationship rather
than weakening it.

Cost Efficient: The agency appraisal
process can be fairly time consum-
ing, particularly for busy people who
already have a full plate of responsi-
bilities. Yet the agency relationship is
too important to be delegated down.
So when you look at the cost of
engaging an outside expert that cost
should be weighed against a signifi-
cant time commitment from one or
more senior staff members.

McBride & Associates was formed in
1991 to enable companies to improve
the accountability and productivity

of their marketing communications
relationships. We do this by providing
counsel in the evaluation, selection,
compensation and management of
advertising agencies as well as all other
marketing communications resources.

We are distinguished from our compet-
itors by the breadth and depth of our
experiences in both advertising and
agency management capacities. This
paper focuses entirely on our Agency
Appraisal tools and techniques and
how they can be applied to Incentive
Compensation arrangements. Visit our
web site to obtain information about
our other services:
www.mcb-associates.com.
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OUR WORK
OUR CLIENTS

McBriDE & AsSOCIATES

Since 1991 our firm has been assisting
in marketers to evaluate, select com-
pensate and manage the full spectrum

of marketing resources. Our assign-
ments have involved:

+ Mass-media agencies

+ Direct marketing

+ Sales promotion

+ Public Relations

* Hispanic marketing

+ Media buying services

+ Co-op advertising

+ In-store merchandising
+ Event marketing

* Relationship marketing
+ Exhibit management

+ Fulfilment services

* Enterprise marketing
management tools

Some of the advertisers we have
worked for include:

*3Com Corporation
*Apple Computer (2)
Bank of America
Baskin-Robbins (3)
Hasbro, Inc.
Hewlett-Packard (5)
Intel Corporation (2)
*Pacific Bell (5)
Plantronics, Inc. (2)
*Qualcomm (5)
Siebel Systems
Silicon Graphics, Inc.
Universal Studios Hollywood
Verizon Wireless

*Visa (3)

* Indicates clients we have done Agency
Evaluation studies for.

Figures in brackets represent the number of
assignments.
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ABOUT US

McBripe & ASSOCIATES

Jack McBride’s marketing career began
with five years at Quaker Oats in Prod-
uct Management. Later during 15 years
with DDB, he directed many memo-
rable advertising programs for such cli-
ents as General Mills and McDonald’s.

From 1987 to 1991, McBride was the
Vice -President Advertising for the E. &
J. Gallo Winery. Since 1991 he has con-
sulted for many of the leading advertis-
ers in the West.

If you would like to learn more about
any of the topics in this paper or about
how we manage agency compensation
audits covering all sorts of marketing
communications resources contact
Jack McBride via E-mail jack@mcb-
associates.com or call 209-577-1464.
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