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Sociopolitical conditions for the formation of the market for advertisement in the context of the economy of the new formation

The analysis of contemporary sociopolitical and economic factors in the context of their influence on a change in the indices of the development of the market for advertisement is represented, the tendencies and the prospects for an increase in the advertising branch as a whole are represented in the article.
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The world business community has opened the abilities of developing markets long ago and Russia is a one of them. Today such countries as Brazil, Russia, India and China (BRIC) attract more and more world capital investment not depending on the fact that the stagnation of the developed economies and extremely measurable increase of their own economies limit their possibilities of investments on their territory. The developing markets has turned out in raised interest of the west investors and the owners of brands owning to the fact that economies of this countries are subjected to long–term growth although they entail non predictable risks.
The economic predicts show that BRIC, in which are contained 43% of the world population and 8% of the world GDP are contained have all opportunities to become one of the most influential region in the world. According to the predicts of Goldman Sachs, by 2025 year the capacity of economics of BRIC have possibilities to involve more than a half of the capacity of G6 (USA, Great Britain, France, Japan, Germany, Italy) economies and in 2040 year a level of GDP of BRIC will leave behind total GDP of this biggest economies.
Talking about advantages of Russian market, two key differences should be emphasized: a tendency to firm economic growth with a relative stability and constant increase of consumer potential.
Heterogeneity of the countries, which are involved in BRIC, as much understandable as their sociocultural and economic differences are obviously expressed. For example, according to the researches of the Global TGI, Russia among BRIC, is in lead of an educational level of the population even in comparison with Europe (pic. 1). 
Mental and customer differences of developing economics have lead to creating marketing programs which have different essence and features of implementation. West marketing specialists put goals which are different from national aims in every chosen country .Errors of management in developing countries are obvious. Such tendencies are typical for Russian market. They are also condition switching companies from macrolevel development to microlevel.
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Pic. 1. Educational level in BRIC and Europe.
Source: Global TGI.

In the first years of XXI century the brands of west world achieved huge size of sale in Russia: 30 – 50%. The level of profit, according to expert’s appraisals, today exceeds 20 – 25%, and this rate is much higher than average rate in the West (8 – 12%) or in Central or Eastern Europe (up to 15%). Western companies began their intervention from Moscow and its outskirts, the following were Saint-Petersburg and The Leningrad area. As far as markets of the biggest centers had been sated, beginning from 2004 y, the world brands drew their attention on regions. Majority of the west pioneers in 2003 was present only at 5 – 10 Russian regions. Several of the most active tried to envelope 20 – 30 administrative districts. It should be noticed that about 40 areas don’t interest west companies (eastern Siberia and Far East). The process of geographical widening is rapidly growing.
What is high profitability of Russian market connected to? 
Firstly, thanks to prices, which are appreciably higher than prices on East European markets, such as Hungary, Poland, Czech Republic. Russian customers were not spoiled by domestic goods and they are ready to pay for quality like for supplementary value. At the same time less and less Russians are guided by prices, according to TGI, the quantity of them has decreased for a quarter in 2007 as compared with 2002 (pic. 2)
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Pic. 2. Attitude of Russians to the category “price - quality” of a good.

Secondly, Russian economic shows enviable stability. The country occupies the second place in bloc of BRIC after China concerning investment appeal.
Analyzing the influence of such world tendencies a conclusion can be made that a lot of companies won’t be able to invest in developing markets, a large amount of Russian brands will come down from the macro level to the domestic micro level what is economically warranted. 
Marketing and advertising specialists who are going to access to the Russian market, should take into account: temporary factor, heterogeneity of regions, heterogeneity of social and political conditions, unevenness of the system of distribution of the federal funds, consumer factor , influence on the market of global and local competitors, interior resources of company.
Of course the synergetic effect of all components is very important. But region specificity of consumption of goods and services dictates special pattern of actions in the domestic market. It’s difficult to imagine how different can be consumer preferences in districts, regions and even towns, and how much depends on purchasing capacity and scholarship of market. Now there is a tendency to modification of consumer behavior of Russians. In the last five years the quantity of people, who tries new goods first, has increased twice. The same dynamics is noticed among them who shows preference to prestige and expensive brands. Steady increase in average family income is observed not only in the capitals and big cities but in small regions centers with a population no higher than 500.000.

The facts about quantities of credits on buying cars are extremely significant: the leader is Saint-Petersburg, after it is Far East and with a small lead – northwestern regions.
It’s interesting to mention a desire of residents of regions of paying option money for a brand. In Russia 26% of adult population (from 16 and elder), are confidently ready to overpay for the product of the famous firm. In this case the central – chernozem region is the most interesting: 40,3% declared about such a perfect willingness, this fact is twice exceeding the facts of Far Eastern and Volgo-Vyatskiy regions. 
The style of life portraits of customers play an important role in planning an advertising and PR actions for positioning of product and sale strategies. Using one or another media channel, of sure, depends on marketing budgets, but eventual customer dictates his own rules of game and we should follow them (pic. 3).
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Pic. 3. The level of consumption activity of the media channels
In 2004 Russia was called the most investment market. By 2010 the increase of investment steam up to 44 billiard dollars is expected. The dominating position is taken by the Central region (the half of foreign investment), the second place takes the Far East and the third – northwest area. 
Since 2007 estimating Russian market as the single is considered irrelevant. BRIC in the limits of the whole world is micromarket. But this dividing is not final. The next step in the strategy of promotion of brands is regional, dotty dividing.
Lowering rates of the developing of advertising (tab. 1) can be explained by the general economic context, which was less favorable than in 2006: the prices on energy resources, raw materials and interest rate on credits continue to grow. But in American market there is a considerable slump. In Europe it is becoming complicated because of unprofitable exchange euro to dollar and also because of the introduction of restrictive policy in Italy and Germany (reform VAT) in 2007.
Tab.1
The capacity of advertising market
	A country
	A size of advertising market, $ mln.
	A growth relative to

2006, %
	A quota in 2007, %
	The size of costs on advertising/GDP, 2006 , %

	
	2006
	2007
	
	
	

	USA
	145678
	151655
	4,1
	51,4
	1,11

	Japan
	38 971
	40 078
	2,8
	13,6
	0,88

	The Great Britain
	21 728
	22 629
	4,1
	7,7
	0,94

	Germany
	20 541
	21 053
	2,5
	7,1
	0,72

	France
	14 249
	14 727
	3,4
	5,0
	0,65

	China
	12 586
	14 983
	19,0
	5,1
	0,49

	Italy
	12 307
	12 630
	2,6
	4,3
	0,68

	Spain
	9205
	9740
	5,8
	3,3
	0,76

	Russia
	6282
	7648
	21,8
	2,6
	0,78

	In all EU5
	78 030
	80 779
	3,5
	27,4
	0,7

	In all W9
	281 547
	295 144
	4,8
	100,0
	0,9


In short-term perspective a relative balance of the factors of a growth and risk confirms the forecast of developing of “mixed” costs on advertising in 2007 (tab. 2). In medium-term perspective developing of the advertising market will de more profitable for such countries as Russia, China, Brazil, etc., than for “mature” markets. Only such sectors as service and new technologies will demonstrate the growth in developed markets.
Tab. 2
Possibilities and risks in the global market.
	
	Factors of growth
	Factors of slowdown

	Short-term outlook (2008)
	Stable profits of big  FMCG companies => possible increase costs on advertising
	Lowering customer’s budgets on buying  FMCG goods (considerable part of advertising investments)

	
	Positive customer’s certainty about steady level of economic results and lowering rates of unemployment growth.
	Introduction restrictive economic policy (Italy, Germany), which don’t result in growth of goods consumption.

	
	Planned growth of the Internet media on the part of which will be the basic growth of advertising
	Possible collapse of the market of property (Italy, Germany)



	Medium-term outlook

 (2008-012)
	Appearance of new strong brands, which will need a supporting of mass media
	Lowering potential quantity of advertised trade marks, decreasing readership of printed Mass Media, fragmentation of TV and radio audience

	
	Steady developing of the Internet Media which are the engine  of growth

	New arrangements of limitation of advertising some goods (tobacco, alcohol, food items) and appearance “TV without limits”

	
	Potential growth of telecommunications, new technologies and services
	


Television and press are the most important types of Mass Media in all countries. Their part in all world advertising budgets is ¾ (pic. 4). 
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Pic. 4. Part of costs on advertising in different countries
In long-term perspective, TV is predicted to save leading position in Mass Media, but the “gold century” of TV advertising is going to finish, at last such situation exists in countries which are the leaders in advertising. Domination of TV advertising in prime- time will become the thing of the past under the pressure of innovative interactive forms of communications. In any case, an explosive growth of the Internet, has deprived TV of the magic image of new means of Mass Communication. 

In other countries (except Russia), press is considered to be the second of importance means of Mass Media after TV. But situations in different countries are different.
The radio is thought to be diversified, which is able to work both in accommodation and in the street. In result the audience is going to increase. But there is another process: the traditional radio is loosing its audience because of spreading of new technologies, which let people to listen to music and to get other sound information.

The future of external advertising will depend on two factors. On the one hand, growing mobility of people outside the house increases the potential audience of such way of communication and the quality of offers of international companies (operators of outside advertising). On the other hand there is a risk that the quantity and size of constructions will decrease for the purpose of protection the environment. In future the part of external advertising will depend on two opposite tendencies: theirs ratio can be different in different countries.
The factor of influence of the internet will change the picture of the advertising world. Characteristics of the growth of the Internet again exceed all expectations, a lot of analysts of advertising sphere often underestimate this kind of mass communication. The Internet for a long time is not a “small” channel of communication.
Interior demand has grown because of stabilization of ruble, boom of export income, sail of energy resources and effective tax policy. The improvement of situation in the area of production investment is observed (at the same time restrictions on many sectors of business are imposed). A profit of Government accounts has grown after amelioration on prices of oil, fiscal burden became easy. Facilitation of tax burden deepened cyclical pressure. As far as the government anticipates amelioration ruble exchange (it would bring a deflationary import), inflation remains high, although decreasing continues. In spite of the fact that inspectors of BIPE note some deflating because of the insertion of specified restrictions which are directed to increase the growth of prices and slow consolidation of ruble comparing with 2005, there are suspicions, that the inflation will be more then 10%.For fair, the solution of this problem will be able to become additional accelerator of economy growth.
It’s important to notice, that Russian advertising market differs from the world one. Because of the failure of government regulation and appearance of large foreign companies in many sectors of the market, the demand on ad is very high. Advertisement has filled Russian Mass Media, the structure of which doesn’t satisfy such demands. Huge growth which has being noticed during the last several years, deepens on the whole with the increase of prices and a part of the potential of advertising development depends on non-media factors which are in the primordial condition, but they are developing in leaps and bounds. 
Tab. 3
Capacity of advertising in funds of distribution
	Segment
	Billion rubles
	Gain, %

	
	2006 y.
	2007 y.
	

	Television
	85.9
	112.5
	31

	Radio
	12.5
	15.7
	26

	Printed Mass Media
	44.6
	51.9
	16

	External ad
	33.1
	40.4
	22

	The Internet
	2.9
	5.8
	92

	Other sources
	1.8
	2.4
	33

	Total record
	180.9
	288.7
	26


In 2006 – 2007 Russian media market made qualitative leap; media holding companies (Gasprom-media, Prof-media etc.) continue aggregating. However advertising market has not been enough clear, and the government doesn’t flatten the situation; new low “About advertising” and strict control of import brings to stagnation of advertising in some sectors of market. In opposite, some other sectors of the market use development of economics for the increase of investments in advertising. Such situation is in the industry of goods for health and beauty (producers of which get good income thank the growth of average class) and bank services (there is a development of credit market).
So, Russian market has not overheat (tab. 3).

Predicted in 2008 activities of gain won’t achieve 30%, and the market of advertising will grow faster then economics (pic. 5, tab. 4).
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Pic. 5. Tendency of the development of advertising
in Russia in 2005 – 2008 years, %
Tab.4
Predict of advertising capacity in means of distribution
	Advertising budgets, billion rubles

	Mediasegments
	2006
	2007
	2008
	2009
	2010
	2011
	2012

	TV
	85,9
	110
	140
	170
	200
	225
	245

	Radio
	9,5
	11,8
	14,2
	16,5
	18,5
	20,0
	21,0

	Press, including
	44,6
	54,0
	63,0
	73,0
	81,0
	87,0
	91,5

	Newspapers
	9,4
	11,8
	14,5
	17,6
	20,0
	22,0
	23,5

	Magazines
	19,2
	23,8
	28,0
	32,8
	37,0
	40,0
	42,0

	Advertising publications
	16,0
	18,4
	20,5
	22,6
	24,0
	25,0
	26,0

	External ad
	32,1
	37,4
	42,5
	47,5
	51,5
	54,5
	56

	The Internet
	2,7
	4,1
	6,0
	8,6
	12,2
	17,0
	22,0

	Others
	1,6
	2,2
	3,5
	5,5
	7,0
	8,5
	9,5

	Total record
	176
	220
	269
	321
	370
	412
	445

	Rate of growth, in %
	24,1
	24,4
	22,6
	19,3
	15,3
	11,3
	8,0


Because of continuing growth of the global ad market, consulting company GroupM (included in WPP Group) has renovated its predict to the nearest years: «This Year, Next Year». According to predict of GroupM, the global income of ad will grow to 7% up to capacity of $462 billiard. But dynamics of American ad Markey will be 2,8% and 3,5%.
Tab. 5
Parts of media sections in ad budgets
	Sections
	Part, in %


	Race of growth of ad budgets, in %

	
	2006 г.
	2007 г.
	2006 г.
	2007 г.

	Television
	48,7
	50,1
	30,3
	28,1

	Radio
	5,4
	5,4
	11,8
	24,2

	Printed media
	25,3
	24,6
	13,5
	21,1

	External ad
	18,2
	17
	24,9
	16,5

	The Internet
	1,5
	1,9
	59
	52

	Other facilities
	0,9
	1,0
	45
	38

	Sum
	100
	100
	24,1
	24,4



Source AKAR

Television will continue remaining the main facility of ad buying: 49% in 2006 (tab. 5) and 50% (in 2007) of expenses on ad are for television. The of rates growth is the internet ad. In GroupM it’s predicted that it’s going to increase to 50 -60% at the expense of developing countries. But the part of internet ad in global market will decrease from 32% in 2006 to 28% in 2008. Experts explain it by the fact that in developed countries activities of day using of the Internet and the development services of broadband access to the Net have just saturated. Sponsor’s costs will achieve 38 billion in 2007 and will grow up to 44 billion in 2008. Such kind of advertising will be particularly successful in the Internet increasing to 20% every year. 
Russian market integrates with global ad market. Growing size of Russian market and high speed of developing is becoming more and more appreciable in the world and attractive for the world players. There are great prospects for the development of Russian ad market, which are connected with accretion of Russian and foreign ad accounts on the score of growth of life level of population. 
Media business is the key at the ad market. It brings the main income as a strategic asset of any full-service agency. Media carriers also develop actively.
The more choice people have the more fragmentation of audience exist. There is equal situation among consumers of services, goods and media channels. At the same time psychology of people, theirs consumer behavior and attitude to the ad are changing. Differentiation of traditional media channels is observed even on TV. And of course there is such situation in the sphere of printed press. In the Internet, mobile connection, computer games the differentiation is the greatest here we can define a singular unique user about whom we can know almost everything. And here ad finds new great possibilities. Trying to protect against direct ad pressure and trying to find feedback, the consumer uses interactive facilities which are very comfortable and available. That’s why mass ad becomes less effective. An ad account, who provides backward connection with a consumer, tries to find out real behavior portrait, his desires and preferences. After gathering database “new ad” can propose to concrete consumer the good which he wants.

So, a consumer officially has great opportunity to avoid ad pressure, but in fact he depends on it a lot. Step- by- step, simultaneously with old generation ages traditional ad and develops new ad sphere which is jointed with a person.
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