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ABSTRACT s

Advertising is a crucial tool of marketing. It is a tool that
helps consumers to receive product information quickly and efficiently
and, at the same time, it is a powerful tool used in creating consumers’
interest in the product or services and persuading and motivating them
to buy these products or services. Therefore, all bussinessmen
unanimously acknowledge that advertising is a crucial element that

contributes to the bussiness survival and growth in the future.

As the time progresses, advertising will increasingly play
greater role in bussiness operations as evidenced by the fast increasing
annual aggregate advertising expenditures of all industrial sectors-.
This is a direct result of the prevailing high intensity of market
compettitions that has prompted bussinessmen to appreciate the
significance role of advertising in marketing.Moreover, in the
advertising industry, a critical’é;ement is the advertising agency which
produces advertisments for various bussiness. The advertising agency
bussiness has also been gradually expanding and growing in terms of
gross income or billing or in term of rate of expansion of agency

bussiness, both for local agencies and foreign branches operating in



Thailand. In addition, there are fierce compettitions even among the
advertising agencies in terms of expanding the services offered to
clients and importing advanced technology for planning and producing

high quality advertisments in order to create higher reputations for

one's own agency.

As the advertising bussiness continues to grow, the advertisers
are also becoming more and more sophisticated in selecting advertising
agencies. The advertisers conciously seek only the services of
agencies with high expertise in order to bring about an optimal use of
their limited advertising budgets. From what have been discussed above,
an interest and relevant point which can be raised is that "in the case
that a bussiness unit wanted to advertise the product or service it
produces or is a sale agent, what criteria will it use in evaluating
and selecting a good advertising agency, so that it will receive optimal
return and will be in a more advantageous compettitive position over
its compettitors ?" therefore, ﬁhe researcher is interested in carrying

out a study in "Factors Considered in Selecting the Advertising Agency.”

In this study the researcher fixed a sample size of 100
bussiness units which are then subdivided into the bussiness units which
were using the services of advertising agency, 70 units, and the
bussiness units which currently were not using the services of the
advertising agency, 30 units. The sampling method which does not

‘consider the probability of occurrence, non-probability sampling, was
used since the res@archer was unable to determine the number of
population sizes for both categories of bussiness units. After the
field works, the researcher checked the correctness of the questionaires;

and discovered that all 106 questienaires administered are complete and



2

correct. A 100 percent of the total sample size used for this study.
The researcher arranged the respondents into three groups : (1) bussiness
units using the services of indepdent advertising agencies, (2) bussiness
units using the services of company's own advertising agency, and (3)
bussiness units currently were not using the services of any advertising

agency.

In the cases where advertisers were using the services of
independent advertising agency, these advertisers believed that the
factors crucial to the market success of their products consisted of
product quality, amount of advertising, and the strategic marketing
planning of the company. Most advertisers gave their opinion that
advertising is playing a larger and important role in the distribution
and sells of goods and services in today's bussiness. The reasons for
using independent advertising agencies were that the bussiness operators
believed that such agencies employ highly qualified advertising
personels, use advanced techniques in advertising production, and have
more experiences. In addition, these agencies also employ highly
competent specialists in each area of advertisingp such as creative
copywriting, media planning, and production, all of them closely work
together in team. These features of agency operations have convinced
the advertisers that they will receive high quality advertising
production from these agencies. The main services offerred by
independent agencies to their clients include advertising planning,
creation and production of advertising copies, and media management.
Most of the advertisers who seek the services of independent advertising
agencies used only one agency. Those who used more than one agency do

so because they wanted to compare the costs, qualities, and efficiencies



in budget allocation of various agencies and, at the same time, to
"enable the company to efficiently distribute the advertising production
assignments to each agency and to enable to accelerate the production
and to have a higher flexibility by assigning a single product to each
agency. In the cases where the advertisers stop using the services of
one independent agency and seek the services of another agency, they did
so because they wanted to compare the creativit&, media planning
methods, methods of budget allocation, and the quality of services of
various independént agencies. The procedures used by most advertisers
in selecting advertising agencies are as shown in Figure 4.1. The
important criteria used in agency selection include reviews of past
advertising copies produced for other clients, ability in media planning
that produced the best results, and the ability to purchase the needed

media times and spaces for specific advertisements.

In the cases where advertisers were using the services of
company's own advertising agencies, these advertisers believed that the
critical elements for the market success of their products consisted of
product quality, amount of advertising, and sales promotion activities.
Most advertisers gave their opinion that advertising is having a
tremendous impact on the sales and distribution of their products in
today's bussiness. The reasons for the advertisers setting up company's
own gdvertising agency was that the company sells many éroducts, and
the advertising budget allocation for each product was rather high.
This resulted in a tremendous annual advertising expenditures on the
aggregate. Therefore, the setting-up of company's own advertising

agency will enable the company to manage its own advertising budget

more efficiently. Moreover, the company's own advertising agency can



2

also extend it's services to outsiders; and this is equivalent to one
way of generating additional incomes for the bussiness unit and
accumulating bussiness. experiences in various industrial sectors at the
same time. The main services offered by these agencies to outsiders
include advertising planning, creation and production of advertising
copies, and media management. Most of the companies who maintained
their own advertising agencies had no plan to use the services of
independent advertising agencies. Those companies which also used the
services of independent advertising agencies do so because they wanted
to have some exposures to new ideas and creativities in advertising
from other agencies, and to increase the efficiency in advertising
production since using outside agencies will increase the flexibility
and independence in advertising production. The important criteria used
in selecting advertising agencies include the size and ability of the
production te:':lm of the agencies, the agencies' past advertising copies
produced fer é)ther clients, and the advertising proposals prepared- and

forwarded to the companies.

In the case where the advertisers currently were not using any
advertising agency,‘ the advertisers believed that the critical factors
for the market success of tbeir products consisted of product quality,
effectiveness company's sales force, and strategic marketing planning
of the company. Most advertisers gave their opinion that advertising
is playing a rather important role in the sales and distribution of
their products. Most of the respondents in these group have never used
any service of the advertising agency beforé because they believed
that the products they are currently selling were still have no used

for any major advertising campaign. They could do some small amount of



advertising by themselves as needed. There were some respondents who
have used the ‘services of advertising agencies in the past but have
stopped using them now because they felt that advertising no longer
necessary since most of the customers for their products are regular
customers; and the advertising budgets were being cut down to lowest
minimum level so that it is no longer possible to use advertising
agencies. Some respondents maintained their own advertising departments
within their companies. The main functions of these advertising
departments were planning, copy creation and production, and media
management. The majority of these respondents had no plan to use the
services of advertising agencies. There were some respondents who had
some plans to use the advertising agency since they realized the
necessity of advertising because their compettitors were already using
the advertising to persuade and motivate customers to buy the products
or services. In addition, using independent advertising agencies could
be highly convenient and could produce a fast advertising copies. Since
these agencies have specialists working in teams which are convincing
to the advertisers that the latters will receive high quality advertising
production; and the independent agencies have a higher bargaining power
in purchasing media times and spaces than advertisers. The important
criteria in agency selection consisted of the quality and standard of
advertising proposals prepared and forwarded to advertisers by the agency,
past advertising copies produced for other clients, and the reputation

of the agency.

The results of the hypothesis testings suggested that all
hypothesises initially set could be retained. This means, the agency's
reputation, past advertising copies produced for other clients,

advertising rates and commissions proposed by the agency, the production



teams of the agency, and the advertising program proposals prepared by
the agency are directly related to the agency selection decisions of

advertisgrs.
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