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Alan Brown

clients who want to pay in this fashion.
Occasionally, they will take the mer-
chandise if they think they can use it.
However, they don't really want to and
we specialize in doing just that.

We’'ve developed partnerships
with the media companies, who di-
rect us to brands that have an asset
problem. From there, we're able to
offer them a way to get higher value
in advertising in exchange for unsold
merchandise. These companies end
up with an advertising budget to pro-

What has made Active so successful?

The secret to success is tied to our core prod-
uct, trading, which gives us the ability to create a
lower cost basis on the products and services we
offer our clients. Our various trading models are
the key to the whole business and are what cre-
ates the value we share with our clients.

When our clients buy products through us,
there’s a spread between their benchmark price
and the lower cost basis we've created through
trade. We share a portion of that spread in a num-
ber of ways. One way is to buy excess assets that
companies can’t move at their intended value,
with a trade credit for that full value. Another way
the spread can be shared is by extending or
broadening their marketing spend. The point is
that we can customize solutions for our clients
and partners through the sharing of the margins
inherent in the products and services we acquire
through our trading model. Ultimately, we work
with our clients to determine where their need is.

Is it only the developed markets that are
able to fully capitalize on this model and how
much of an effort have you put into educa-
tion in emerging markets?

When we first entered into China, they had
never heard of a trade credit. There was no history
of corporate trade for them to reference, and there
was also no reason for them to trust the concept
of an American company paying them for their
assets with trade credits. Explaining that was the
initial challenge. The way we overcame that was
by partnering with media companies.

Active created a program with individual me-
dia companies where we act almost as their de
facto in-house corporate trade operation. Many
companies would love to pay for the advertising
to promote their products to the expanding con-
sumer class with merchandise. TV stations and
outdoor companies are now being approached by

mote their new brands, using their old
products as currency.

Through those relationships, we can offer
a unique value proposition. The timing is good
because the Chinese economy has slowed as
they work to become less dependent on the
international markets for their long-term eco-
nomic health and have started building up their
middle class.

They have passed laws elevating the
minimum wage but this has raised the cost of
their products, so companies are now looking
to Vietnam or Thailand for those products.

China is willing to take a hit on that to con-
tinue the growth of the middle class. However,
making products for their own consumers can
create excess products, which can cause lay-
offs. They don’t want layoffs because they don’t
want the subsequent slowdown in sales, and
on the media side, this can lead to less demand
and a slowdown on advertising. This creates

opportunity.
Have you found it challenging to make
money in China?

It is challenging. We went into China three
years ago and we're now at the precipice of open-
ing this wide up. In the process, we have made
mistakes and we have learned a lot — we tried to
sell our Western model and realized that would
not work, so we had to understand and adapt to
this unique market.

We also needed permits to conduct busi-
ness in mainland China, and getting them was
an arduous process. Thanks to some of our part-
ners, we opened our operation in Shanghai’s
free trade zone that just came into existence
within the past year. We’re now an official
entity that can import and export, and we can
buy and sell media. The free trade zone is simi-
lar to Singapore and Hong Kong so money can
move in and out more easily.

What media trends are currently taking
place in China and are these consistent with
other parts of the world?

It's consistent but way down on the evolu-
tion scale. They have everything we have but,
because all media is owned by the government,
they only change if they absolutely have to
change. In the U.S., there is more of a desire for
hard metrics around advertising results, which
technology is helping us get closer to obtaining.
That hasn’t been adopted in China yet but they
are beginning to understand how it would
benefit them.

China opened up its market to the interna-
tional community in the 1990s, so their television
and advertising businesses have only been build-
ing in scale for 20 years.

Adpvertisers who went on TV found that the
results were astonishing because there are 1.3 bil-
lion people in the country and the Chinese gov-
ernment supplies a TV to every household. They
even have a news program that every media out-
let is required to carry and there is advertising in
that program.

Regardless of the pricing, people didn’t
care at first and they put up advertising with
very little sophistication, and they haven’t
fully emerged from that period yet. However,
Western advertisers are now seeking more ac-
countability, but it’s difficult because of the gov-
ernment ownership.

For someone who spent a lot of time in
China, are you surprised at the innovation
and advances taking place? Is the U.S. going
to remain competitive with China?

China is very unique because it was segre-
gated from the Western world for such a long
time, but they’re totally fascinated with Western
culture. They emulate it. They love our enter-
tainment and our brands.

The U.S. and China have clearly be-
come interdependent. China is a force to
be reckoned with. They have a lot to learn
from U.S. business practices but they learn
quickly.

How do you maintain an entrepreneur-
ial spirit at your size and scale?

The product of corporate trade, backed by
our continually evolving e-partnerships and trad-
ing models has so much flexibility and application
for both our trading partners and our clients that
we're only limited by our imagination. This ap-
peals to the kind of people we bring in here. The
sky is the limit. ®
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