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The speed read
As clients look increasingly to in-sourcing in order to manage the
demands of the digital economy on their business, there is a need
for a more honest conversation around the agency-client dynamic.
In-sourcing solutions are too often characterised by an “ROI
honeymoon” – followed by a gradual but persistent erosion of ROI
and therefore declining long-term value, over time.
As the architects of people’s overall experience of a brand, agencies
like Carat are in a unique position to tackle this phenomenon –
helping clients identify exactly how data and technology enables
media and marketing to contribute to business outcomes and how
to implement these programmes sustainably.

To deliver sustained value, in-sourcing programmes must:

•

 lign a company’s data strategy to its in-housing ambition.
A
Data maturity is perhaps the most critical factor in any decision
to in-source.

•	Ensure investment in technology is driven by marketing
capabilities and desired business outcomes. This will help close
the gap between IT stakeholders and those charged with
delivering long-term ROI from that investment.

•

	
Address
the potential risk of ROI erosion up front. Recognising
that value resides in the implementation and use of the tech,
rather than the tech itself.

This requires a new way of thinking about the agency-client model,
built on true partnership – recognising respective expertise and
capability and meeting the need for marketers to access agency
expertise and talent more flexibly.
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Introduction
The changing face of marketing
In 2018, Dentsu Aegis Network gathered the views of 1,000 CMOs
and C-Level marketing executives through its first Global CMO
Survey. Over half of respondents expect to bring more marketing
operations in-house over the next 2-3 years. One-third expect to
reduce the number of agency partners they work with. CMOs report
a focus on ‘build’ rather than ‘buy’ data strategies, with 57% looking
to make better use of existing customer data, 52% hiring in specialist
talent, and 48% developing training for existing employees.
Elsewhere, the Association of National Advertisers (ANA) survey in
2018 revealed 78% of advertisers in the US had moved marketing
operations in-house – up 20 percentage points up from the previous
survey in 2013 and nearly double the level of just a decade ago.

In-house agency penetration in the U.S.
78%
58%
42%

2008

2013

2018

Does your company currently have an in-house agency?
Source: The Continued Rise of the In-House Agency, ANA 2018

Digital
transformation
has risen to
the top of
the strategic
investment
agenda.

These figures should come as no surprise. As the digital economy
continues to transform the rules of business, so digital transformation
has risen to the top of the strategic investment agenda in many
boardrooms. Marketers now find themselves operating at the
intersection of data, technology and marketing capabilities. In this
complex landscape, they face the challenge of how to best organise
themselves in order to maximise value and manage potential risks.
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Each organisation is at a different stage of digital transformation.
Most are considering in-sourcing at least some aspects of marketing;
all have unique challenges; and all have very specific requirements.

Strategic marketing services handled in-house 2013 2018

60%

Creative

48%
52%

Brand/Corporate
platform

56%
51%

Marketing/Product

22%

Media

20%

Sales/Channel

Programmatic

76%

N/A

36%

27%

24%

Source: The Continued Rise of the In-House Agency, ANA 2018

Agencies in an age of transformation
As the architects of people’s overall experience of a brand, agencies
like Carat are in a unique position to understand exactly what data
and technology must enable in terms of media and marketing’s
contribution to business outcomes.
Situations may vary widely across organisations depending on their
size and industry, as well as their digital maturity, but in conversations
with current clients and new business prospects, it’s clear that a more
intelligent mode of agency partnership is fast emerging. Capabilities
on both sides need to be better integrated and agency services
more geared towards the provision of practical advice, specialist
resources and on-going consultancy.
In this paper, we highlight some of what we have learned so far:
some of the main client motivations for in-sourcing, as well as associated risks. We make recommendations as to how marketers can best
approach decision-making – ensuring they ask the right questions
before setting about identifying and implementing the best model
for their business.
And we start with a simple, strategic question…
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How do we
improve ROI
sustainably?

How do we improve ROI sustainably?
Clients’ motivations for in-housing vary widely across
organisations, but in our experience five themes emerge
time and again.

It is
effectiveness,
not efficiency,
that drives
long-term
improvements
in ROI.

Data ownership
Responding to both the commercial and compliance imperative to
exert greater control over the collection, management and usage
of data.

Cost reduction and transparency
As businesses examine the return on investment of every media
dollar, building an ad-tech stack in-house, and negotiating direct
with technology providers and media vendors, appear attractive –
and cheaper – options.

Operational efficiency and control
An explosion of mar-tech (the marketplace has grown to over an
estimated 5,000+ providers) has made the case for consolidation
and more integration inevitable. Brands such as Intel and Unilever,
for example, have reported working with over 1,500 agencies and
providers worldwide. As the frequency and breadth of campaigns
grow, advertisers have to breakdown internal silos and align operational processes, both across marketing services and business
areas. While removing the agency layer can simplify some processes
and save time, the agency is often best-placed to orchestrate this
broader “go to market”process.
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Closing the gap with customers
Many marketers, in particular those not in a direct-to-consumer
business, sense the gap between their brand and their customers has
widened as agencies and internal teams have multiplied.

Bringing accountability home
There is a natural tendency for marketers to expect improvements
in factors such as viewability, brand safety, and ad fraud when
accountability is owned by the brand. Equally, they expect a greater
focus from an internal team on brand values, KPIs and revenue, than
from an agency which must consider its own margin, talent management and other clients.

The in-sourcing curve
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Source: Carat

There is, of course, nothing wrong with any of this. But too narrow
a focus on these factors can lead to the key point being missed – it
is effectiveness, not efficiency, that drives long-term improvements
in ROI. In-house operations can become sub-optimal over time,
driven by pressures on resources, lack of innovation or an inability
to maintain best practice. This may explain a number of report of
brands returning work to agencies in recent months.
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Staying
ahead of
the curve

Staying ahead of the curve
Successful in-sourcing requires both careful planning
and the ability to manage ahead of this curve. Three
critical considerations stand out.

1. Align data and in-sourcing strategies
At the heart of any effort to better understand customers and meet
their needs is a unified data strategy – across business divisions,
marketing functions and external partners. Unless stakeholders right
across the customer journey - media, CRM, digital, search and social
- are properly aligned, the consumer experience will inevitably suffer.

The data maturity matrix

Technology & data

Media buying

Strategy

Complexity of in-sourcing

People-based
marketing
(1st party)
Planning &
strategy

Traditional
media buying

Advanced
data analytics

Dynamic
Programmatic
Data
creative
media buying
reporting/
optimisation
visualisation

Ad tech
operations
Strategic
partnerships

PPC &
social media
buying

Tech/data
ownership

Impact on data driven marketing vision
Source: Carat

It follows that the capability of an advertiser to align these resources
is central to any in-sourcing strategy, if efficiency and improvements
in ROI are to be achieved and maintained over the long-term. In
practical terms, this demands an honest assessment of how mature
an organisation’s approach is to data and intelligence, ahead of
any decision to consider bringing new capabilities in-house. This
is reflected in our Data Maturity Matrix, where the data driven
marketing vision (considering a range of factors such as planning,
data collection, shared infrastructure and governance) is mapped to
a range of increasingly data-intensive marketing capabilities.

P.9 / Thought leadership / Ahead of the curve

Key questions to ask
Do we need a direct relationship with a Data Management
Platform (DMP)? Are we collecting enough data – and buying
enough media – to fully leverage the data we are collecting?

Is there a clear line of sight as to how technology will enable
business strategy?

Will the technology be used to its full potential once
implemented?

Does the design of our organisation and our agency model
need to change?

Is the appropriate legal expertise available to support contract
negotiations? Can this resource be dedicated for the full duration
of the negotiation – potentially up to 12 months?
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2. Clarify the target model
Transformation of the marketing model is rarely an all or nothing
choice. The Internet Advertising Bureau’s report Programmatic
In-Housing (IAB 2018) reveals that just one in five marketers are
adopting a full in-housing strategy.
Technology choices are important, but it is the scale and complexity
of execution that is most likely to undermine ROI – in our view it is no
coincidence that organisations making the transition to in-housing
most successfully, tend to operate in fields where tech and data skills
already exist within the company.
Critically, this process must close the gap between IT stakeholders
(who see the operational and financial gains of bringing technology
together and linking data) and marketers, who must consider how
that technology supports business strategy and is optimised.
Sustainable, in-housed operating models blend the right approach
to both skills and technology. A simple Target Model Map can help
clarify the right model in terms of hiring, developing or borrowing
capabilities - and for technology - outsourcing, contracting directly
or building a fully-owned ad-tech stack.

Mapping technology and capability

Hire

IT/Technology

Gaming

Borrow

Skills develop

Telecom
Insurance

Retail
Travel

Automotive

Consumer goods

Out source

Financial services

Contract technology

Acquire & build

Source: Carat

Achieving the right balance depends on each organisation’s needs
and operational environment. The challenge is always the same: to
apply simple, practical considerations across complex fields such
analytics, buying (programmatic), planning and ad tech.
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Key questions to ask

What is the cost of sustaining technology investment, particularly
where data infrastructure is concerned?

What is the level of responsiveness required to external events or
competition?

Does the design of our organisation and our agency model need
to change, to align resource and capability to efficiency goals?

What processes will need to be defined, mapped and
implemented to make this successful?

Can we build the capability and attract and retain the talent to
put the technology and data to its most effective use?

P.12 / Thought leadership / Ahead of the curve

3. Plan ahead to maintain ROI over time
To mitigate the risk that marketing ROI will erode over time, clients
and agencies must look to innovate how they partner, keeping three
key questions front of mind:

Is it really cheaper?
Reducing costs is possible where organisations can be more efficient
with budget and exert the right controls over how that budget is
allocated, but it is less clear whether cost savings genuinely occur
by dealing direct. Headline cost savings are only realistic and
achievable if volume commitments can be met with confidence and
advertising budgets are ring-fenced from ad hoc cuts.
To build a better understanding of this, the agency-client
relationship should be given attention beyond the narrow lens
of media pricing. Applying a more holistic, practical framework,
outside a competitive pitch environment, will clarify the state of
play on both costs and visibility.

The agencyclient relationship
should be given
attention beyond
the narrow lens
of pricing.
How do we access the right talent?
Specialist skills can quickly become stale in an in-house environment
– the agency advantage being that staff are exposed to multiple
sectors and industry best practice. Recruiting and retaining the best
digital talent can also be difficult and expensive: in the Continued Rise
of the In-House Agency report (ANA 2018), four out of ten companies
with in-house agencies cite talent recruitment and retention as their
biggest challenge.
Agency partnerships can help clients create more robust and
complete career paths for digital specialists, while more flexible
models can more efficiently resource specialisms such as data-enabled planning and buying, data management, analytics and partner
management.
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How do we retain market knowledge?
Deep market knowledge requires dedicated resource with a broad
range of skills, for example:
•
•
•

	
Knowledge
of each market’s inventory landscape (publishers,
Supply-Side Platforms, formats, etc.)
	Knowledge of the best application of available data
	Knowledge of brand safety capabilities across Demand Side
Platforms (DSP) and ad verification partners.

Programmatic is a case in point. While perceived as highly
automated, it is a craft that requires specialist knowledge to deliver
efficiency and control: from understanding the right approach across
planning and activation to achieve brand safety goals, to having
the deep knowledge of inventory required (in particular across multimarket campaigns), in order to plan and buy effectively.
Advertisers must also guard against the risk that when in-sourcing
happens, they become overly focussed on that specific capability.
Brand marketing can, for example, suffer when the organisation
brings performance capability in-house and becomes overly
focussed on shorter term goals.
Managing each of these risks is achieveable to maintain ROI over
time, but requires genuine innovation in client-agency partnership.

Brand marketing
can suffer when
in-housing
becomes overly
focussed on
short-term goals.
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Building longterm solution
with our clients

Building long-term solution with our clients
More and more, we are being asked by clients to support
them at the start of their in-sourcing journey, helping to
carry out the appropriate due diligence before onboarding
new technology and restructuring their teams.
From data strategy, minimum viable products and ROI measurement,
to software integration, change management and process architecture, these are complex challenges. And whichever model is chosen,
all parts of the business will be affected: local and global deal
partners; tech and data partnerships; training and career pathing;
legal, commercial and procurement; and, in the back office, invoicing
and payment teams.
Agencies like Carat are uniquely placed to cut through that
complexity and understand what the technology must enable in terms
of marketing contribution on the business and how it must be implemented to make that contribution both achievable and sustainable.

In-housing
doesn’t just effect
the marketing
department.
It effects the
whole business.

The answer lies in taking existing “on the ground” expertise in client
teams and applying it to support both the implementation and
on-going operation of these programmes - developing partnerships
that are designed not only to accommodate the growing trend
towards in-housing strategies, but to ensure their success in the
longer term.
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About Carat
Carat is a market-leading media agency and RECMA’s
#1 ranked global media agency group for 11 of the past 12
reports. The business draws on over 10,000 experts globally
to deliver diverse media solutions for clients, operating across
190+ offices in 135+ countries. Key global clients include
General Motors, Diageo, Kellogg’s, Mondelez, Philips, P&G,
Coca-Cola and Mastercard.
Carat is part of Dentsu Aegis Network, which is Innovating
the Way Brands Are Built for its clients through bestin class expertise and capabilities in media, digital and
creative communications services. Dentsu Aegis Network
is headquartered in London and operates in 145 countries
worldwide with more than 47,000 dedicated specialists.
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Global Chief Strategy Officer
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