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At the Beijing Olympics, China is lining up to win a historic
number of medal events. Yet, China’s athletes won’t be the only
ones breaking records this year. Internet users in China are on
a streak. In June, the country reported a 50% surge in new
subscribers in the last year alone, registering 253 million users
to surpass the United States and become the Internet’s largest
single market.

Combine this with user figures from India, Japan, Korea and other markets, and Asia
emerges as the pace-setter in online and digital media adoption.

As if the sheer size of Asia’s online community was not impressive enough, consider
the diverse and exploratory ways in which Asians use the Internet – email, instant
messaging, blogging, and mobile communications. In China, there are more bloggers
than there are people in Argentina. In Singapore, Hong Kong and Australia, individuals
spend more time online, than watching television. And in the Philippines, 86.4% of
internet users surveyed by Universal McCann said they had uploaded photos to
websites – the highest rate of any country in the world! 1

Judging by the quantity and quality of online and mobile usage, the opportunities
for digital advertising would appear boundless. Indeed, when asked by the
Hong Kong-based Asia Digital Marketing Association in late 2007 if “digital” was
part of the overall marketing strategy, 87% of marketing managers in the region said
it was. In addition, 39% said they would be spending more than 15% of their ad
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budgets across a diverse range of digital platforms and destinations.

Intentions, however, do not always translate to action. According to marketing and
advertising professionals, when push comes to shove, those in charge of marketing
budgets continue to resist investing in digital. On par, Asia’s marketers spend less on
digital, than their U.S. or European counterparts. And the reasons vary.

According to Anthony Elvey, Cisco’s Director of Marketing for Asia Pacific, “The
whole depth of understanding is missing from a lot of senior people. They don’t see
it as the dynamic force that it really is.”

“Everyone is interested,” says Mark Cripps, McCann Worldgroup’s Asia Regional
Digital Director, “but not everyone is spending… There are pockets of digital capability
in the region, but it has yet to become mainstream,” he says.

The divide that exists between internet penetration, and the surprisingly low percentage
of advertising dollars spent in cyberspace, has industry experts scratching their heads.
While understandably difficult to keep pace with the internet and the myriad of new
uses that it presents to the marketplace, insiders voice surprise as to how few advertising
dollars flow to the web, relative to the perceived opportunity.

According to market research firm ZenithOptimedia, internet advertising spend
worldwide will account for only 9.4% of the total in 2008 – well behind television
at 37.9% and newspapers at 26.8%. Brian Fetherstonhaugh, Chairman and CEO of
OgilvyOne Worldwide, refers to this as the “marketing confidence gap.” He shows
that despite the acceleration of consumer time spent on-line, advertising dollars on
the web have not kept pace (refer to chart below).
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Intentions, however, do not always translate to action. According to marketing and
advertising professionals, when push comes to shove, those in charge of marketing budgets
continue to resist investing in digital.

% Consumer Time
Spent Online

% Advertising Dollars
Spent Online

Source:Neo@Ogilvy

THE MARKETING CONFIDENCE GAP

30%

25%

20%

15%

10%

5%

0%
2003 2004 2005 2006 2007 2008 (E)



“In Asia,” says Kent Wertime, OgilvyOne’s Asia Pacific President, “the gap is much
bigger and growing.” For corporate advertisers, creative ad agencies, and online
publishers (such as Google, Yahoo!, etc.), it all adds up to lost opportunity!

Narrowing the gap will require a concerted effort and all parties have a part to play.
For starters, say experts, regional marketing managers are either largely too inexperienced
or too timid to explore online advertising. Says Ajay Mathur, Intel Technology’s
Regional Manager for Southeast Asia Marketing: “The internet allows for a deeper
level of measure that doesn’t exist with traditional channels. With measure comes
accountability and this tends to frighten people away; particularly those who are
uncomfortable with this medium from the outset.”

Cisco’s Elvey, adds that internet ad models are diverse and varied. “It’s asking a lot
for relatively inexperienced marketing managers to consider a complex range of cost
models when most of the budget goes toward traditional media (TV and newsprint)
at a flat and consistent rate,” he says. “It’s understandable in some ways,” says
Nic Burrows, Nokia’s Global Manager for Creative Strategy & Planning. “Digital
marketing is labor intensive and most managers have a hard time justifying the time
and resource when it accounts for so little.”

Asia’s marketing managers aren’t solely to blame. Marketers complain – and agencies
largely concede – that creative firms aren’t structured or geared to meet the demands
of corporations in Asia, who would like to get more out of  internet advertising, but
aren’t sure how to go about it. “There are problems with the agencies,” said one
regional manager frustrated by an apparent lack of skill and resource. “They think
one size fits all. Agencies, for the most part, are comfortable with this and don’t want
to offer a variety of solutions and pricing models.”

The divide goes beyond skills. Says Nokia’s Nic Burrows, “I’d say there’s a gap in
expectations as well… Clients are pushing back on ad agencies telling them they’ll
give the same 4% margin on digital as they do on traditional media. It’s not realistic.”

“There’s a mismatch of skills in the market right now,” adds McCann’s Mark Cripps.
Skills, he says, are in short supply across the digital marketing spectrum.

The fact remains that despite Asia’s hyper-growth and record numbers of online and
mobile users, marketing budgets and a commitment to digital, have not kept pace.
“Marketing in Asia is still in the nascent stages where budgets for the region are a
mere shadow of ad spend in the U.S. and European markets,” says Elvey.

Narrowing the gap will require a concerted effort and all parties have a part to play.
For starters, say experts, regional marketing managers are either largely too inexperienced
or too timid to explore online advertising.
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“Money is not the only thing in relative short supply,” says Cripps. “Digital marketing
talent is sorely lacking.” “There are several senior guys who are more comfortable in
the old world of traditional media than in the new world of digital marketing. There
are a lot of marketing ostriches out there with their heads in the sand,” he says.

Notes Intel’s Mathur, “You need to have skilled and trained teams of digital marketers
on the agency side who can help clients understand then monetize returns from digital
marketing. Today, many agencies are not structured for this and are slow to alter they
way they operate.” 

What is required, say marketing professionals, is a new class of digital consultants
youthful enough to understand how interactive platforms are altering the advertising
playing field and mature enough to identify digital campaigns with the highest return
on investment.

When it comes to digital marketing, says Ogilvy’s Wertime, “It’s the middle managers
holding things up. It all begins when CMOs start hiring smart people to execute
digital media campaigns.”

Steve Stine is a Principal with the Heidrick & Struggles' office in Singapore.
He specializes in digital media and digital marketing appointments across the
region and is also an active member of the alternative & renewable energy practice.
Steve has worked and lived in Asia for the past two decades and can be contacted
at +65 6332 5060 or sstine@heidrick.com.
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Points To Ponder:

If you are older than 25 years old, chances are you are an Internet luddite who still thinks email
is the greatest invention since the printing press. Fact is, being “digital” today means accessing
new and exciting modes of communication, which in turn gives way to  new possibilities for
marketing and advertising. Asian consumers are among the most advanced and exploratory in
the world when it comes to participating in digital environments. Here are a few examples of
how online and mobile applications are changing the way we work, live, and play.

• Blogging is the practice of writing entries or adding photos or video to one’s own personal weblog. 
According to a study by Universal McCann, 42 million mainland Chinese – more than the US and 
Europe combined – are avid bloggers, with more than one-third of them accessing and updating their
blogs daily.

• Social Networking sites such as FaceBook  and MySpace have received significant global attention. But
have you ever heard of Cyworld, Korea’s most popular social networking site? According to eMarketer,
half of Korea’s adult population has visited at least one networking site. And in India, a Nielson Company
study revealed that 75% of those interviewed had been members of social networking sites for two years
or more, spending as much as 30 minutes in these communities per session.

• Mobile messaging in Asia puts Europe and the U.S. to shame. Among India’s 261 million users –
only second to China – nearly 20% subscribe to wireless Internet services and show a high propensity
to download video, photos, and music via the mobile phone.


