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CORPORATE STRATEGY 

Strategic Service Vision 

To become the major multi-national marketing services company to sen·in: 

the increasingly complex and international needs of our clients- the major 

national and multi-national companies. 

By providing a comprehensive and, where necessary, integrated range 

of media and non-media marketing services of the highest quality to meet 

clients' strategic and tactical marketing needs. 

Through a dominant presence, not only in the major consumer markets 

of the world but also in the smaller but more rapid) y developing 

worldwide markets. 

Through this focused operating strategy, and through a lean organisation 

and limited hierarchy, to provide stimulating career opportunities in all 

these areas for young, energetic and talented professionals who arc 

primarily concerned with the qualitative aspects of their work. At the 

same time, to seek to provide incentive and financial reward and minimise 

the separation between ownership and control, between manager and 

entrepreneur, and between 'hunter' and 'farmer', by encouraging as m any 

as possible to own a significant share of the company, either directly 
or indirectly. 

Progress So Far 

1986, the first full year following our change in strategic direction from 

manufacturing to services, saw the company build a dominant position in 

the United Kingdom in non-media advertising and develop a strong base 

in specialist communications in the United States . 

The organic growth achieved during 1987, together with major 

developments by acquisition concluded at the same time, positioned us to 

achieve our strategic objective more rapidly and more effectively. 

In 1988, we concentrated on consolidating our operations worldwide 

and addressing functional or geographic weaknesses (opportunities) 

through 'in-fill' acquisitions or start-ups. 

Financial Strategy 

To increase earnings per share by at least 20% per annum through organic 

growth, including improvement in market share and profit margin~ . 
To enhance this growth by acquiring companies that fit our strategic 

service vision and that can be acquired on financial terms that enhance 
earnings per share. 

To maximise the cash flow of the Company and to limit capital 

expenditure to that level required to maintain its long-term 
competitive position. 

To pay out one-third of after-tax earnings in dividends to shareholders. 



David Maister, of Maister Associates and a former Associate Professor at the 

Harvard Business School, who specialises in the management of professional service 

firms, divides the most successful organisations amongst professional service 

businesses into two distinct and contrasting types of firms - "hunters" and 

"farmers". The former are designed to capture and capitalise on the benefit of 

individual (or small group) entrepreneurialism; the latter to obtain the advantages 

of collaboration, strategy and focus . Here are some key elements of each: 

Characteristics Hunters Farmers 

Philosophy Results measurement Greater use of 

(almost exclusively) judgements 

Planning Systems Mostly financial Strategic 

Profit Centres Strongly used, For accounting 

tied to compensation purposes only 

Attitude to Overheads Resist with vigour Prepared to in vest 

Internal Structure Loose, frequently More organised 

shifting 

Level of R&D Lower Higher 

Size of Operating Smaller Larger 

Groups 

Size of Engagement Smaller Larger 

Team 

Best Marketing Emerging practice Practice areas 

Opportunities areas with scale 

Optimum Positioning Creative Reliable 

Innovative Efficient 

Frontier Thorough 

Reaction to Market Shifts Good at small, Better at getting 

fast shifts organized for 

systemic change 

Levels in Client Anywhere Aim for higher 

Organisation 

Attitudes to Growth Opportunistic, Studied, 

prime goal secondary goal 

Use of Mergers High Lower 

Key Appraisal Revenue production More varied roles for 

Characteristic individuals 

Turnover High, especiallv Also high, but more 

through "quitting" asked to leave 

"Fast Track" High Low 

Opportunities 



RESULTS IN BRIEF 

:7' ...... 
1988 1987 ""; ': z 

....; 
~- .... £000 £000 increase r.) •r> .... 

Turnover 2,251,306 1,097,775 105 

Revenue 547,129 284,082 93 

Operating Profit 51,436 21,454 140 

Profit before Taxation 40,318 14,117 186 

Profit after Taxation 21,388 7,307 193 

.Profit attributable to the Shareholders 21,122 7,085 198 

Earnings per lOp Ordinary Share 55.0p 32.lp 71 
Earnings per ADS $1.96 $1.08 81 

Dividend per lOp Ordinary Share 17.8p 6.4p 178 
Dividend per ADS $0.63 50.22 186 
Operating Margins'-· 9.50/o 7 .5°/c 27 
Pre-Tax Margins''- 7.4°/o 4.SC/c 64 
*Pro-forma Basis 
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...:..._ 

Sales by Activity::· 

Strategic Marketing Services 10/c • 

Media Advertising 49% 

Public Rebtions ISD!c 

Market Research 60fc 

Non-Media Adverti sing 15 le 

Specia li st Communication s 130/c • 

Manubcturing lOt • 

::- Pro-fm·ma Basis 

Sales by Geography::· 

United Kingdom 2401c 

Un itcd States and Canada 520/c 

Re st of the \XIorld 2401c 

=:· Pro-fonna Basis 

1988 Cashflow by Item 

C ash in £1 75.9 millio n 

C,1sh from Pn: -Ta x Profit s plu s 

l kprt.'C i ~Hit )n .t SI. C) m i 11 ion 

SJk u f Pro pcrt\· 'LII O.S million 

C h :111 g c i n \ ' u r k in g ' ,1 pi L11 U .1. - m i 11 i u n 

FINANCIAL HIGHLIGHTS 

Profit by Geography::-::· 

Unit ed Kingdom 320fc 

United States and C ::mada 38 

Rest of the World 30 Vc 

=:·=:·Pro-forma Basis and after Acquisition 

Debt lnte1·est 

Shareholders by Type 

Pen sio n Fund s, ln surJnce & 

In\'<.' tmenr C ompanies 73 -c 

Indi\·iduals 7 c 

()t her 5 'c 

· mplo yees IS c 

Profit by Activity::· 

• 1% Strategic Marketing Services 

49% Media Advertising 

ti Ck Public Relations 

7 Vo Market Research 

16% Non-Media Ad enising 

• 15 Vc Specialist Communications 

• 1011 Manufacturing 

::·Pro-forma Basis 

Shareholders by Country 

United Kingdom 78°' 

Europe 8 1C 

United State and C anada 13 ~ 

Other l · 

£ 155. Ymilli o n ' a ·h()ut 

£63 . .2million , cquisi ti on ut Su bstdi ane -.. 

.tl 6 . .2 mill ion Tax Paid 

£.2. J m ill ion D i \ · i d e n d~ P:u d 

-~-. million Pu rch J St.' o f f·ixed :\" " t.'t ~ 

~ 6 < 1 . ) milliu n I.~>a n ~ R ·pa1d 

In crease in ;u. t ca :; h f2 C m illi o n 



CHAIRMAN'S STATEMENT 

I am happy to report that 1988 was the sixth 

successive year of growth. 

In 1988 revenues almost doubled from 

£284.1 million ($477.3 million) to £547.1 million 

($97 4.7 million). Profit before tax was up 186°A to 

£40.3 million ($71.8 million) from £14.1 million 

($23.7 million) and earnings per share by 71°A 

from 32.1p to SS.Op (107.9<!: to 196q: per ADS). 

The Directors are recommending a final 

dividend of 12.4p net, making a total for the year 

of 17.8p, 1780A up on last year. 

On a directly comparable basis operating 

margins have improved from 7.5q-'< to 9.SOA 

reflecting an improv·ement in operating efficiency. 

Most importantly, primarily due to the continued 

improvement of margins at both J Waiter 

Thompson Company and Hill and Knowlton, 

the pre-tax operating margins of the former 

JWT Group actually reached the targeted 100/o 

in the last half of the year - two and a half years 

ahead of the schedule established at the time of 

the rights issue in July 1987. This compares with 

4.5°/c in 1986, 6.5°A in 1987, 8.40/o in the first half 

of 1988 and 9.2°A for the whole of 1988. 

On the same basis, Group pre-tax margins 

ro e from 4.5°A to 7.4°/c reflecting improved 

liquidity, and at the year-end the Group had net 

debt of £31.7 million ($ 5 7.3 mill ion). 

Accord in gly net debt was approximate! y 

$209 million (£116 million) less than that 

in urred in the acqui ition f JWT Group Inc, 

cv n afte r sub equent acquisition payment of 

$ 122.5 mi llio n (£68 milli n) . 

The red uction in net debt refl ect the ale f 

freeh Id pr pcrt ies in Japan, Australia and the 

Un ited State w hi ch aft r pay ment of tax w ill 

have re. ul te cl in an increa e in net ea h of ver 

$ 100 million , and w rkj ng capital improvements 

f r $ 60 mil li n w hich are ex pected to 

c nt1nue . 
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WPP Group Companies' 

Six Service Sectors 

Non-Media Advertising 

Graphics & Design : 

Architectural services; 

exhibition and 

displa y ; furniture, 

indu strial and product 

design; interior des ign 

and implementation; 

packaging; space planning. 

Incentive & Motivation: 

Business sc n1i nar s ;:tnd 

entertainment; staff 

incentive programmes; 

conference and tra ve I 

management. 

Sales Promotion: 

Consumer and trade 

promotion s; prem 1 u m 

schemes; point-of-sa le; 

coupon redemptio n; . elf­

liquidating promotion s ; 

on-pack offers; trade 

promotion ·; con ultancy. 

Audio Visual 

Communication s: 

Corporate and rrai ni ng 

videos; demon stration s, 

exhibitions and 

co nference ; cqui pm e nt 

in tallation , se rvicing and 

hire; presenta tion s, 

product launches a nd 

trade show s; production, 

ed iting and stand a rd 

tran fer; internal 

co inmunication, tr 3 Inln ~ 

and recruitment Ill 3t erial . 

-, - _, --
' • 

, 

·-

... 



- -

-
' 

-

• 

-. 

--- -- - -

.. ' \ ' 
"i) 

Public Relations 

-

·.1ti( m:-tl and i nrcrnarional 

u >rporatc cornmunic.ltions; 

L' JT'il\ L· ~ )fll!llu n ic.nions; 

product publicit:·: public 

.1ff.1i r s .111d m.1n :1gcmL'nt 

C< >lli1 SL' II i 11~. 
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Specialist 

Communications 

FthniL·, bu ·incss-to­

busi ness, corpor.1tc, 

cntertat n mcnt, 

ph:1rrnaccuric:1l, rr ~l\ · cl, 

recruitment, n.·r:til :111d 

floLH iun .1d\·<..Tti si n~; 
' 

.111 n ua ~ report s ; dire et 

rn.1il ,md direct m:1rkcri n~ ; 
' . . . 

1 n q :stor et )Ill rn u ntc 1ttons; 

curpor.uc idL·ntit:·. 

' -

Media Advertising 

The phnning, productio n 

and pbcing of adveni ing 

for multi -national :-tnd 

n:1riorul :H.:Ivcrri se rs in all 

L'atcgo ncs. 
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Mar·ket Research 

onsumer; media, 

corpor:1te communtcanon 

and pol in· rcsc:1rch; 

adverti sing re e:1rch, 

pre-te ti ng and evaluation; 

design :tnd mana~emcm 

f imern:nional market 

studies; new product 

dcvclopm m and t sting. 

Strategic Marketing 

Services 

Social economic and 

market forecastin~; 

formation of total 

corporate strategy; 

ec no metric modelling; 

r tal en ·iro nmemal 

chan0 es tracked thro u3h 

regul ar publi ations . 
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The Group tax rate fell from 48.2% in 1987 

to 47.0% in 1988 reflecting more structured tax 

planning. The Company believes that there is 

scope for a further reduction in the Group's tax 

rate for the current year. 

These results were achieved despite an 80/c 

strengthening in the pound in 1988 as compared 

with 1987. Internal growth accounted for over 

two-thirds of the earnings per share 

improvement of71%. 

Review of Operations 

In 1988 the Group added net new business 

revenues of over £80 million ($144 million) 

equivalent to net billings of £534 million 

($960 million). 

Media Advertising 

J Waiter Thomson Company alone added net 

billings of over £235 million ($422 million). 

This compares with a net loss of £67 million 

($120 million) in 1987 and is indicative of the 

outstanding results achieved by Burt Manning 

and his management team, in first consolidating 

and strengthening existing client relationships, 

then expanding them, and finally developing an 

aggressive new business programme. 

Emphasising that attention was not only being 

given to the top line,J Waiter Thompson 

Company as a whole achieved its demanding 

budgets for the year, and at year-end Chicago, 

Detroit, New York, Los Angeles and San 

Francisco in the United States, as well as Canada, 

Italy, France, Netherlands, Belgium and Portugal 

were well ahead of their individual budgets. By 

carefully evaluating where resources should be 

allocated, these targets were achieved at the 

same time as the agency inn:sted a record 

amount in its worldwide creatin· function and 

in its creative product. 

Despite the difficult circumstances facing the 

new management team at Lord , Gellcr, federico, 

Einstein, following rationalisation, the agency 

added several new accounts in the last half of the 

year including Codex, a subsidiary o f Motorola, 

Lederle Laboratories/ American Cyanamid and 

Sheridan Distributors, Inc. Additional business 

was awarded the agency from existing clients 

Contel and Schieffelin & Somerset. A judicial 

decision concerning the injunction and its 

continuation has still not been issued, although 

a temporary restraining order has de facto 

remained in force since 5th April 1988. The 

company intends to pursue its claim for money 

damages against the defendants, including Yo ung 

and Rubicam. 

Public Relations 

At Hill and Knowlton the situation was as 

encouraging as atj Waiter Thompson Company. 

The Hill and Kno wlton m anagement team 

generated net new business revenues of over 

£17 million ($30 million), and the encouraging 

level of new business acti v ity seen in the first 

half of 1988 continued into the: second half, 

so much so that prc - tax profits for the year 

were over £4.5 million ($8 million ) against 

£1.6 million ($3 million) at the half-way stage, 

and compared with break-even in 1'J87 and a loss 

of£2.7 million ($ 4 millio n) in 1986. Profit centres 

in C anada, G ermany, Ita ly, UK , N ethe rlands, 

Belgium, Spain and japan performed particularly 

well against budget. 



Market Research 

MRB Group ended the year ahead of budget 

with particularly strong performance at 

Si m mons in the United States, at BMRB in the 

UK and atJMRB in japan. 

Strategic Marketing Services, Non-Media 

Advertising and Specialist Communications 

Growth in strategic marketing services and in 

non-media advertising and specialist 

communications continues as both national and 

multi -national clients become increasingly 

concerned about rising costs of network 

television, declining network television 

audiences, media fragmentation and the 

increasing geographical and functional 

complexity of their tasks. Revenues continue to 

grow by approximately 200/o per annum, with 

potential margin improvement sufficient to give 

at least 200!o pre-tax growth. 

Several of our companies in these areas 

performed particularly well -including the 

Henley Centre in strategic marketing services; 

Einson Freeman, Mando, P & L International 

Vacationers, Scott Stern, Stewart McColl, EWA 

and Metro Video in non-media advertising, and 

Pace Communications and Anspach Grossman 

Portugal in specialist communications. 

Manufacturing 

Our manufacturing division (our industrial 

roots), had a record year with sales of over 

£4.5 million and profits over £0.5 million . 

New Business 

Amongst new assignments won last year in each division were : 

Strategic Marketing 
Services 

Allied Breweries 
Allied Irish Banks 
Allied-Lyons 
Bass 
British Telecom 
BUPA 
Europcar 
General Foods 
The Independent 
Milk Marketing Board 
Ranks Hovis McDougall 
Sterling-Winthorp 
Warner- Lambert 

Media Advertising 

Alfa Romeo 
Alitalia 
Allied-Lyons 
American Cyanamid 
BAT 
Bell Atlantic 
Benetton 
Brooke Bond Oxo 
HPBulmer 
Carling O 'Keefe 
Chevron 
Chesebrou gh- Pond's 
Citibank 
Crown 
Del Taco 
Deutsche Bank 
Diners Club 
Dun lop 
STDupont 
EftPos 
Electrolux 
Elida Gibbs 
Eli Lilly 
ERG 
Esso 
Find us 
Fleischmann 
Ford 
GEC 
Gerber 
Glaxo 
Golden Wonder 
Good year 
Greek Government 
Health & Tennis Corp 
Hello Magazine 
Heineken 
Hewlett-Packard 
H vatt International 
Irish Tourist Board 
ITT 
ITV Association 
SCJohnson 
Johnson & Johnson 
Kellogg 

Kentucky Fried Chicken 
Kodak 
Kraft 
Lever Bros 
Levi Strauss 
London Regional 

Transport 
Matte! 
McDonnell Douglas 
3M 
Motorola 
Nabisco 
National Westminster 

Bank 
Nestle 
Oscar Mayer 
Phi lips 
Quaker Oats 
Ranks Hovis McDougall 
Reckitt & Coleman 
Reebok 
RJ Reynolds 
Royal Mail 
Rowntree 
Sa m sung 
Sanvo 
Scott 
Sea gram 
Seat 
Shell 
Southland Corp 

(7-Eleven) 
Sterling Drug 
Swaddlers 
Tenneco 
Unigate 
Unilever 
Wardair 
Warner- Lambert 
Welkome 

'J \\VI ' t "" •up pk 



Public Relations 

All state 
American Airlines 
American Standard 
Ameritech 
Arthur Andersen 
Barclaycard 
Cetus Carp 
Chase Manhattan Bank 
CIBA-GEIGY 
Citicorp 
Colgate-Palmoli e 
Co-operati e Retail 
Coopers & Ly brand 
Crown Estate 
Daewoo Carp 
Dean Witter 
Dowry Group 
EftPos 
Eli Lill y 
Exide Carp 
GEC 
Geest 
Gerber 
GTE Spacenet 
Goldman Sachs 

International 
H itachi 
IBM 

ITV Assoc iation 
Indonesian Government 
Johnson & Joh nson 
Kellogg 
Kodak 
KPMG 
Kraft 
Le er I ndu trial 
McDonald' 
3M 
Mon santo 
N estle 

ew York Stock 
Exchange 

Pep iCo 
Philip 
Pr ter & Gamble 
Pr d igy 

\XVP < ,r< JLI}J pi< 10 

Quaker Oats 
Racal 
Republic of Turkey 

RJ Reynolds 
Rowntree 
Schering- Plough 
Seagram 
Shell 
SmithKline Beckman 
Southland Carp 

(7-Eleven) 
US Steel 
Sterling Health 
Texas Instruments 
Thomson- McKinnon 
Unilever 
United Artists 
Vaux Group 
Warner- Lambert 
Well come 
Wendy's International 
Wyeth Pharmaceuticals 
Xerox 
Yamaha 

Market Research 

Abbey National 
American Expres 
Anheuser- Busch 
Arthur Bell 
Asda 
Barclays Bank 
Bass 
BAT 
Beech am 
British Airways 
British Gas 
British Telecom 
Brooke Bond Oxo 
Central Office of 

Information 
CIBA-GEIGY 
Crown 
De Beers 
Department of Trade 

and Industry 
Digital 
Ford 
Gillette 
Guinnes 
Hertz 
ICI 
Kellogg 
Kimberly-Clark 
Kodak 
Lever Bro 
LWT 
3M 
Parker Pen 
Philip Morris 
Price Waterhou se 
Prudential 
Regional Electricit y 

Boards 
Scottish & Newcastle 
Seal ink 
Shell 
Unilver 
United Biscuits 
United Distillers 
Well com e 
W ri gley Company 
Yamaha 

Non -Media Advertising 

Alberta Culvcr 
Allicd-L,·o n s 

.I 

A meri c::1 n E:-.:: prcs~ 
Anhcuscr- Busch 
Arthur Bell 
Arthur Young 
AT&T 
Au tin Ro \·cr 
Barclaycard 
83 s 

BBC 
Booker Iv1 cC on ne 11 
Boots 
Briti h Airways 
British Gas 
British Ox ygcn 
British Pet role urn 
British R:1il 
Briti h Tclccum 
Broukc Bond 0:-.::u 

BUPA 
Burger King 
Burton Group 
Cadbury Schweppe'5 
Carnation 
CJBA-GEJGY 
Citibank 
Citizen 
Clorox 
Col gate- P::1l mol i \ 'C 

Co-operative R e tail 
Coopers & Lybrand 
Crown Est:1tc 
Del Monte 
Digital 
E ftPo . 
E lde rs IXL 
Eve read y 

sso 
Fire stone 
rord 
Frito-lay 
General I :oods 

Gillettc 
Grand Metropolitan 
Habitat 
Heublein 
Home base 
House of f-r:1 ser 
r nter natio n al Paint 
Kud ak 
KP Foods 
KPMC 

K r .1ft 
Lcg:d & c;l'neral 
Le \ . L. r lhu-. 

l .c\·i Strauss 
Le:-.: Sc.:n·ict.· 
L .undon Regional 

Tr .1 n-. port 
\1.1ttt.•l 
ivk t.1l Bo :-.:: 
\lillcr Brt.'\\·ing 
3 J\1 
0/1 t ) n s a n t t > 

N.1bi~n> 

N e\\' York Stuck 
F:-.::c h .1 ngt.· 

Pcp-;i Co 
Post ()ffict.' 
Quaker (Jars 
R .1! s ton Pur i n ,1 
K.J Rcynolds 
Ru\· .1! NL1i I 
Ro~ · :1l ()per .1 Hou c 
J Sainsbury 
SL·ott ish &. New castle 
Sc:1link 
ScL·urities & ln\'C Stn1ent 

Bt ),1 rd 
Shell 
Standard C h .lrtcrcd Bank 
Ten nee<.) 
Tc :-.:: .1cu 
TSB 
Unilcver 
Unis\·~ 

U n i t c d R u n1 M c r chants 

US Air 
W vet h Ph .11· n1 .1 L·eu ricals 

X crux 

\ ' .1 111 :1 h .1 



Specialist Communications 

American Express 
AT&T 
Be~ trice 

Chcscbrough- Pond's 
Digit~! 

Eli Lilly 
J : j re stone 
Ford 
Gencr:1l Foods 
Gi llcttc 
Good year 
Hewlctt- Packard 
Irish Tourist Bo:1rd 
John ·on & John on 
Kelloerv 

bb 

Konic:1 
Kraft 
Le\ er Bros 
LC\'i StLlll SS 

Matte! 
McDonncll Dougb 
Miller Brewing 
Ne ·tie 
N~bisco 

P:1n Am 
Pfi zcr 

Philip Morris 
I ntern :.uional 

Pit ne) Bo\\ es 
Quaker o~ts 
Rothmans 
Se~gram 

Schcrino- Plouerh 
b b 

Scars 
STC 
Texaco 
Unilever 
\XI~ no 

b 

\X!arner-Lambert 
\'\lcndy 'sI nternational 

The Group now ser e over 360 rnajor national 

or n1ulti-national client in two or more ser ices 

(as oppo ed to 78 the previous year) reflecting 

the increas ing opportunity for cross-referral 

between activities both nationall y and 

i ntcrnationall v. It work with 153 clients in 
-' 

three or n1orc . er\' ice (as opposed to 41 at 

[)ece tnber 1987) and with 60 clients in five or 

n1orc countrie s (a opposed to 3 7 at Decen1ber 

l '387). The Group now e rve over 200 of the 

Fortune 500. The Group en1ploy 11~335 people 

in 28'3 offices in 50 countrie s . 

Clients Served 

by Sector 
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Clients Served Worldwide 
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These results reflect organic growth rates of 

over 20 Y1 in strategic marketing services, 1 OOfo in 

media advertising, 15-200A in public relati n 

and market re earch, over 200A in non -media 

adverti ing and specialist communications, and 

10°/o in manufacturing. In addition they include 

a fir t-time contribution from a se rie of 

internall y-fi nanced "in-fill" acqui itions which 

ha ve reinf reed the Corn pan y's po ition a one 
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of the top three marketing scr\'icc s con1panies 

in the world. 

Acquisitions During 1988 

Each of these acquisitions has .1ddrL·sscd specific 

geographic or functional opportuniti<:s. As a 

re ult the Group now i ne I udc s l he ( h~, <;;t .1 nd 

largest) retail de s ign group in the ,, · orld~ .1 n1ajl)r 

corporate identit y and consuiLlnL·y business in 

t h e us ; a m a i {) r ~a I c s r r () Ill () t i () n L' (.) Ill p 'lll ~ . i n t h c 
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US, a m ajo r direc t m arketin g company w ith 

o ffi ces i n 1 7 c ities in 13 countries · the 
' 

leadin g Dutc h ad ve rti sing age ncy ; a strategic 

marketin g coun se llo r to the Gro up's clients 

initi all y in th e UK and E uro pe ; a leading public 

re lati o n s firm in the Pacific Rim ; a leading 

Belgian ad ve rti ing age ncy; a leading healthca re 

m arketin g co mpany w ith nine offi ces in fi ve 

~o untri es ; and o ne of the leadino recruitment 
t1 

age ncies in th e US . 
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Sales and Profits by Function 

Following the latest acquisitions, on a pro-forma 

basis, 1% of Group sales and 1% of pre-tax profits 

are now represented by strategic marketing 

services, 49% and 49% by media advertising, 

public relations represent 15% and 11%, market 

research 6% and 7%, non-media advertising 15C!c 

and 16%, and specialist communications 13% 

and 15%. Manufacturing still accounts for 1% 

and 1%. 

Sales and Profits by Geographical Area 

Operations in the US and Canada account for 

52% and 51%, UK 24% and 26%, and the 

Rest of the World 24% and 23%. It should be 

noted that the Group's borrowings which are 

mainly dollar denominated have tended to 

reduce the proportion of US dollar profits. 

Including the impact of interest, operations 

in the US and Canada account for 38% of 

pre-tax profits, the UK 32% and the Rest of the 

World 30%. 

"Start-Ups" in 1988 

Contrary to popular belief the Group has not 

grown exclusively by acquisition. 1988 saw the 

Group's geographic and functional capabilities 

also strengthened by several "start-ups" . 

In Europe, Conquest Europe commenced 

operations in January 1988 and profitably 

handled over £24 million ($44 million) of media 

advertising through eleven offices in eleven 

countries. It services not only Alfa Romeo but 

also Atkinsons, Carrier, Evian, Ferragamo, 

Gonzales Byass, Hoechst, Mazzola, Monroe, 

Platinum Guild, Rizzoli, R J Rcynolds, Time 

and Yamaha. 

Based in ;\1il:tn th is parallel nH:di;l advertising 

network is ideally positioned to clpitalise on the 

actual and pen:ei\·ed significance of 1992 and 

service rapidly expanding Furopeannational and 

multi- national compan in . In addition J Waiter 

Thompson's geographic cowrage has been 

strengthened by a start-up in Taiwan. B~· the 

year end, after nine months of opl'LHion, the 

agency is profitable and in that country's Top 

Ten with Citibank, l:ord, IBM, John son & 

John son, Kodak, Len·r Brothers, R J Reynolds, 

Warner-Lambert and Wedgwood as clients. 

In Public Rdations, a pa ralld network has 

been initiated w ith the re-emergence of Carl 

Byoir in New York. Pursuing a more focused 

strategy, Carl Byoir will capitalise on the 

strength of its brand name, and provide new 

opportunities fo r key staff and be able to serve 

conflicting business. Hill and Knowlton has also 

initiated a co-operative arrangement with the 

Sumitomo Gro up in Japan. In addition J Waiter 

Thompson and Sarnpso nrvrrdl have set up 

joint media advertising and design companies in 

the UK, and Walker Group/ CNI have set up 

a joint venture with Nomura Display in Japan 

wh~eh has already secured m ·er £ 1 million of 

fee income. The Group will continue to explore 

such start - up opportunities, whilst bearing in 

mind the necessit y to reach adequate le,·c:Is of 

profitability in the short-term. 

Achievement of Short- Term Financial 

Objectives 

As these results indicate, the Croup Ius brgdy 

achieved two short -term fin.ulL'i <ll objectives 



established at the time of the rights issue to 

finance the acquisition of JWT Group in June 

1987. Gearing will have been reduced from 

$260 million to $100 million (after payment 

of tax) and the former JWT Group's prc-tax 

margin has improved from 4% to 10% by the 

last half of the year, the average for the major 

multi-national marketing services groups. In 

1989 it is anticipated that this margin level will 

be achieved throughout the year. Beyond 1989, 

it is believed that this margin could be improved 

to 11% in 1990 and 12°;c in 1991, primarily 

reflecting] Waiter Thompson Company's 

concentration on packaged-goods clients who 

in turn concentrate on more profitable television 

advertising, and the margin improvement 

opportunities at Hill and Knowlton, whose 

operating margins arc still only 60/o against 

industry averages of 10%-20%. 

Evolving Role of the Holding Company 

Reflecting this progress the holding company's 

activities have broadened from planning and 

monitoring financial strategy and performance 

to include encouraging cross-referral across 

divisions and countries. 

Executive and non-executive appointments 

have recently been made in both the US and the 

UK to encourage Group companies to refer 

existing clients to each other and to develop 

targeted new business development programmes. 

This is now happening on a regular basis, so 

much so that in 1988 12.SO;o of new business 

revenues or $IX million out of a total of 

$144 million came from cross-referrals of this 

kind. This compares with IQO!c, or $10 million 

out of a total of $100 million for the vear ending 

30th June 1988, indicating a significant 

improvement. Moreover, potential cross­

referrals of over $33 million were generated 

in 1988, equivalent to 23% of total new business. 

This compares with $20 million in the year 

ending 30th June 1988 which was equivalent to 

20% of total new business, again a significant 

improvement. Greater attention is being given 

to "converting" these new business 

opportunities, and it is hoped that the 

conversion ratio will continue to improve from 

the current 54% and last year's 50%. 

Given the increasing geographical and 

functional complexities of our clients' 

businesses, the Company believes cross­

referrals will represent a rapidly-growing 

segment of our business and to this end intends 

to expand the cross-referral activity into Europe 

from the US and the UK. Organisational 

initiatives and appointments will be made in the 

near future. 

On the basis of experience to date, the 

Company believes that there are exceptional 

cross-referral opportunities in strategic 

marketing services, public relations and 

specialist communications. This is principally 

because companies in these areas like the Henley 

Centre, Hill and Know! ton and Anspach 

Grossman Portugal deal with clients at the 

highest levels on projects which demand 

a detailed understanding of the development 

and implementation of that client's strategies. 

Particularly pleasing results have been achieved 

over recent months with the following clients­

DEA Mineralol, Ford, Kodak, Matte!, Motorola, 

Paramount, PepsiCo, Warner-Lambert and 

Wyeth . 



Worldwide Offices 

\'<' J> I) ( r re >1 q p l 16 

• 
• 

•• •• 

• • 

Developments Since Year End 

Since the year end the Group has continued to 

implement its trategic objective -to become 

the major multi -nati nal marketing service 

company. The acqui ition of Tin1mons and 

Compan y in the US and PARG in Canada will 

further st rengthen the public ~elation and 

publi affair capabilitie. of Hill and Knowlron 

lnc and will rei nfo rce its pos ition a - th e 

• • 
• 

Numb c r () n c pub I i c r c I at ion ~ c o tll pan y i n t h c 

wor ld . The acqu is ition uf Mi llv.:,1rd Bn)\vn PI-, 

a lead ing UK n1arkct n:scarL-h cnn1p.1ny, \vill 

strengthen the c;rou p 's :lhi I it~ · to cond UL' t 

con t i n u o u s ad v c r t i '-> i n ~ t Ll c k i n ~ s t u d i c s for 

client s in o rder to help thcnl ~~1ugc the 

cffcct ivc nc s<; of their .1d\ · L' rti s in~ L' cln1p~1ibn s 

in the UK, US , c;crnl,lll~ · , r:r.lllC C, Sp.1in .1nd 

Ita ly. 
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Chicago 

Cincinnati 

Cleveland 

Colombo 

Copenhagen 

Subsequent to the :1cquisition of The M;:trkcting 

Consult;:tnc y in April, a holding coinpan) is being 

forn1cd with Scott Stern to co-ordinate the Group's 

UK sales pron1otion activitie . 

The C( n1pan y intend to continue to develop 

and implen1cnt this selective progran1me of 

internall y -financed in -fill acquisition , with 

particular cn1phasi s on ontinenc:d Europe and 

the J-'ar F;:tst . 

Dallas 

Day ton 

Denver 

Detroit 

Dubai 

Dublin 

Dusseldorf 

Edinburgh 

Epsom 

Fairfield 

Frankfurt 

Glasgow 

Guatamala City 

Guayaquil 

Hamburg 

Hanford 

Helsinki 

Henley on Thames 

Hilo 

Hong Kong 

Honolulu 

Houston 

Hvthe 

Indianapolis 

lstJnbul 

Izmir 

Jakarta 

Johannesburg 

Kansas City 

Kid! i ngton 

Kuab Lumpur 

Leamington Spa 

Leicester 

Lima 

Li bon 

Brand Valuation 

London 

Los Angeles 

Lyndhurst 

Madra 

Madrid 

Manama 

Manila 

Manchester 

Melbourne 

Memphis 

Mexico City 

Miami 

Milan 

Minneapolis 

Montevideo 

Montreal 

New Delhi 

New Orleans 

New York City 

Newport Beach 

Oklahoma City 

Orlando 

Os aka 

Oslo 

Ottawa 

Panama 

Paramus 

Paris 

Philadelphia 

Pittsburg 

Penang 

Perth 

Phoenix 

Qui to 

The Con1pan has seriousl considered and 

decided to incorporate the alue of it brand 

nan1es in its Babnce She ., t. The e re\ al uation 

Reading 

Rio de Janeiro 

Richmond 

Rochester 

Rome 

St. Louis 

Salt Lake City 

San Francisco 

San Juan 

San Mateo 

Santa Clara 

Santiago 

Santa Domingo 

Sao Paulo 

Seattle 

Seoul 

Singapore 

Southampton 

Stamford 

Stockholm 

Swindon 

Sy dne) 

Taipei 

Tamp a 

Tokyo 

Toronto 

Tring 

Vancou er 

Vienna 

Waddesdon 

Walrham 

Washington DC 

Wellin g ton 

Zurich 

total £175 million, are confined to J Wal ter 

Thon1pson Con1pan and Hill and Knovvlt n, 

and are on a conservati\·c basi . The Board feels 

that in the absence of sue h a r \ al uarion the 

Balance Sheet would significantly under ' tate the 
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value of the Group's total and net assets and 

that traditional accounting concepts fail 

adequately to value intangible assets such as 

brand names and the values of which our clients 

are well aware. The Henley Centre, a Group 

company which has done similar work for our 

clients, prepared a report which was reviewed 

by our Investment Bankers, Samuel Montagu 

& Company, which values the Group's brands 

conservatively. 

Future Prospects 

The Group continues to trade satisfactorily, and 

the Board believes that the results for 1989 will 

reflect continuing progress. In the first three 

months of the year a number of significant new 

assignments have been awarded by clients 

including American Express, Boeing, British Gas, 

British Petroleum, British Rail, British Telecom, 

BUPA, Burton Group, Chesebrough-Pond's, 

De Beers, Eyelab, Ford, Freddie Mac, Guinness, 

Ministry of Defence, Mobil, Ogilvy & Mather, 

PepsiCo, Quaker Oats, Sunsweet and Unilever 

with a total value in excess of £20 million 

($36 million) in revenue or £132 million 

($238 million) in billings. 

] R Symonds 

Chairman 
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THOUGHTS AND TRENDS 

<<Our established brands continue to prosper and 

contribute mightily to our earnings and our 

growth. We have further increased our 

Ofo of 
total 

marketing effort, devoting $450 million, or 8.60fo 

of sales, more than triple the investment of a 

decade ago. Most important, half of our 

consolidated sales comes from products that are 

the number one brands in their respective 

national categories. This is due in no small 

measure to our significantly increased 

expenditures for marketing support coupled with 

competitive price and profit margin advantages 

made possible by low cost operator status at 

home and abroad." 

Dr AJ F O'Reill y 

Chairman, President and Chief Executive 

H j Heinz Company 

Statement to Shareholders 

Year to April 27th, 7988 

"It's self defeating for us to try and squeeze 

agencies on their profits. What we want is the 

best possible advertising and quality for our 

products. And, clearly, there has to be a bit of 

difficulty if you're constantly squeezing the 

people you're supposed to be getting it from. 

I'm not one of those in favour of ever trying to 

cut agency compensation (but), on the other 

hand, we pay top dollar, top commission ... (and) 

we want the best creative work." 

Hamish Maxwcll 

hairman, Philip Morris 

Advertising Age, November 1988 

"I believe in advertising quite simply because 

I have seen throughout 25 years that the 

correlati n betwee n pr fitable- let me 

emph as ize profitable- business gr wth on our 

brands and having great copy isn't 25°/o, it's not 

500/o, it 's not 750/o - it i 1000/o ." 

J hn Pepper 

PrcsL dcnl, Procter & amble 

. peech w the American Association of Advertising Agencies 

May /988 
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US Advertising and Promotional Expenditure 

Media advertising 

Trade promotion 

Consumer promotion 

77 78 79 

Source : Donnelley Marketing 

81 82 83 

«Year after year, I see 

the creative output of 

every office. Year after 

year, I also see their 

profits. 

My cone 1 us ion: 'The 

better the advertising, 

the more profitable the 

office. The worse the 

advertising, the more 

money the office 

1 ' ' ' oses. 

David Ogilv y 

The Unpublished 

David Ogilvy 

'A note to heads of office ' 

Janttary 4th , 1980 

84 85 86 87 

«Financial success 

through professional 

excellence." 

WPP Group plc 

!988 



"By the mid-1990s, the media and entertainment 

industry will consist of a handful of vertically 

integrated, worldwide giants. Time !ne will be 

one of them." 

%share Network Prime-time Continues to Slide 

90 

85 
Time !ne 

1988 Annual Report 

"In Japan, market share is pursued regardless of 80 

immediate costs and short-term losses. 

Long-term strategy invariably takes precedence 

over concerns regarding return on investment. 75 

In both the manufacturing sector and the service 

sector, market share is the ultimate measure of 

performance. 

Once market share has been secured, profits 

will eventually follow. Synonymous with 

70 

corporate success, market share is the laurel of 65 

victory." 

Aron Viner 

'The Emerging Power of Japanese Money ' 

1988 

60 

"The Europe of 1992 will not present the sort of 

consolidated, exclusive face that many of its 

current critics appear to think it will. You will 

continue to see the French pursuing French 

interests, the Germans pursuing their interests, 

the Italians pursuing everybody else's interests, 

the British continuing their sense of Olympian 

detachment." 

5 85 86 86-87 87-88 
80-81 81-82 82-83 83-84 84-8 -

88-89 

Tony O'Reilly 

Chairman 

Independent Newspapers 

February 1989 

Source: Nielsen Media Research 

"If we give the 

American people 

what they want to 

watch, their main 

viewing will be with 

the networks." 

Laurence A Tisch 

Chief Executive 

CBS 

"In spite of the fact " I don't think there's 

that our audience isn't relevance to the 

as commanding as it numbers. There's no 

once was, we're still real difference 

the best game in between a 63 and a 55 

share. " town." 

Thomas S Murphy Robert C Wright 

Chairman 
Chief Exemtive 

Capital Cities/A BC NBC 



MARKETING SERVICES-A LARGE AND RAPIDLY GROWING MARKET 

The worldwide demand for 

marketing services is worth over 

$560 billion and is growing at 

between 12-15% per annum. 

According to Philip Rawstorne of 

the Financial Times, today there are 

three times as many advertisements 

displayed around the world as 

fifteen years ago. The average 

American is exposed to 1,600 

advertising messages a day. 

The industry can broadly be 

divided into two segments: media 

advertising, consisting largely of 

network and local television 

advertising, newspaper and 

magazine advertising, radio 

advertising and outdoor advertising; 

and non-media advertising, 

consisting of public relations, 

market research, graphics and 

design, incentive and motivation 

sales promotion, audio-visual an~ 
video communications. 

Media advertising accounts for 

approximately 39% of worldwide 

marketing services, is worth 

approximately $220 billion and 

growing at 10-12% per annum. 

Perhaps surprisingly, non-media 

advertising is worth more at 

approximately $340 billion or 61% 

of the market and is growing more 

rapidly at 15-20% per annum. 
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Worldwide Marketing Services Expenditure- 1988 

($billion) 

Rest 
of the World 

Marketing Services 
Segment us UK France Germany Japan World Wide 

Media Advertising 113 .2 12.4 7.Y 10 .5 27.4 47.5 218.9 

Public Relations 11.3 1.2 0.4 0.6 2.5 0.8 16.8 

Market Research 1.8 0.6 0.2 0.3 0.3 1.3 4.5 

Non-Media Advertising 

Graphics & Design 13.5 4 .2 1.0 1.2 5 .0 1.7 26.6 

Incentive & Motivation 2.1 0.5 0.1 0.2 0.6 0.9 4.4 

Sales Promotion 118.3 12 .3 7.3 <J .2 29 .3 42 . 1 218.5 

Audio Visual & Video 2.3 0 .5 0.3 0.4 0 .5 0 .8 4.8 

Specialist Communications 

Real Estate 1.0 0.2 0.1 0.2 0.4 0 .2 2.1 

Financial Communications 1.2 0.4 0.1 0 . 1 0 .5 0.1 2.4 

Ethnic O.H 0 .2 < 0.1 < 0.1 <0 . 1 < 0.1 1.3 

Public Affairs 3.7 0 .8 0 .2 0 .3 0 .9 0.3 6.2 

Direct Mail 20.5 3.6 1.5 2.1 5 .9 8.1 41.7 

Recruitment 3.5 0.6 0.2 0.5 0.7 1.1 6.6 

Health care 2 .5 0 .5 0.2 0.3 0 .7 0.3 4.5 

Total 295.7 38.0 )9 .6 26.0 74 .8 105.2 559.3 

Sources: Industry associations, gQVernmt•nt ti.ll.z, \f. PP (;roup 

Size and Growth Rates of UK Marketing Services 1978-87 

Media Sales Public Direct 

Advertising Promotion Relations Marketing 

£bn 0/o £bn O/o £m o;o £m cttl 

1987 6.18 12.4 6.53 7.0 816 15.3 575 !1.2 

1986 5.50 12.0 6.10 10.9 70H IH.O 517 !0.0 

1985 4.44 9.4 5.50 10.0 600 20.0 470 9.3 

1984 4.06 13.4 5.00 25 .0 500 16.3 430 6.2 

1983 3.58 14.4 4.00 14.3 430 22.9 405 9.5 

1982 3.13 I 1.0 3.50 16.7 350 27 .3 370 !9.4 

1981 2.82 10.2 3.00 I 0.7 275 37.5 310 3.3 

1980 2.56 19.6 2.71 11.5 200 23.5 300 15.4 

1979 2.14 16.9 2.43 13.6 162 14.1 260 18.2 

1978 1.83 22 .8 2.14 15.7 142 ll.H 220 29.4 

10 year 
growth rate 15.5 13.5 22.1 15.8 

5 year 
growth rate 12 .3 13.4 I H.S 9.2 

Sa~crn:s: Advertmn11, Auoetatwn, Pmt Offut·. Kt•ynott', /JMPA , /\1 1• llofh, . !PR . Pf<( ·\ 



Non-!vlcdia A<.h-cnising 45 2c 

brkct Resc:1rch !C.: 

Public l{chrions J Cc 

• Spcci;lli st ommunic;.uions 12 :::~ 

Media Ath ·cnising J<) 

Worldwide Marketing Services 

Expenditure ($560 billion) 

Factors behind the growth of the 

n1arketing services industry 

Gcncr::tlly, n1ost n1aj o r Inulti-n::nion ;:tl 

co1npa nic s and nation;:tl con1panics 

bee i ncrca si ngl y coin plc:'\ n1arkcti ng 

problcn1 s . I\trticubrl ~',over the last 

15-20 years, the geographica l and 

functional spread of n1ost 

co rporation s has i ncrcascd n1arkcdl v. 

()ver 40° '~ of Hoarc GoYctt's UK 

Quoted PLC's sa le s and profit s con1c 

horn outside the UK, while the 

cornparablc statistics for US is 

20°1c '"" it h thi s proportion o rt) \\ in \l 
'"' '"' 

rapid I y. I n so 111 c nu rt h A n1 cri c .1 n 

i n d u s t r i c s , s u c h <1 s L. o 111 p u t c r s , 

<>\'C r sc a~ opcr~nions arc n1uch 

n1 or c sign i fi cant. 

In 19XH I BM, L)FC , Hc,,·lctt -

p J. c k .1 r d and N ' H. ~1ll g, 1 i n c d h a I f or 

111 u r c of t h c i r tu t a I sa I c s ~1 broad . 

Total number of cross-border 

takeover bids in Europe, North America 

& the rest of the world 

By n. llum,z/iry nf,zcquiring comp.my 

UK 
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200 
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France 
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European propo1·tion of total % 

82 R3 )4 ss 86 

UK 37 34 39 31 _7 

France 95 60 63 47 77 
W. Germany n/ a 83 86 77 72 
\ 111m (' · 8no/ . :l llc11 & H,wult oll 
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87 

87 
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Another indication of this trend is 

increasing cross-border takeover 

activity, an increasingl y important 

part of which is originating in 

Europe. 

In this en vironment these 

con1panies, our clients , are 

increasingl y concerned with the 

careful de' elopment of their strategic 

marketing objectives , the possible 

integration of their communications 

programmes, the management of 

geographical complexity, and ways 

of maximising the effectiveness of 

their n1arketing budgets . 

The demand for marketing 

services has been stimulated by 

din1inishing opportunities for cost 

reduction, shortening product li fe ­

cycles, n1aturing market sectors 

and the consequent need to add 

competitive alue throu gh product 

and brand differentiation. 

The two rapidly growing segments 

of the 1narketing services industry 

Media advertising is growing 

faster outside the US. 

Recent rowth in rned ia adverr isi na 
Cl 

has b en tin1ulated b' a nun1ber of 

factors. It ha pro en to be the n1o t 

reli able n1 ethod of n1a 

c n1 m u n i cat io n , re a c h i n a the h r a e t 

nun1ber fc nsun1 r inrhefas test 

\Vel\ at the lowes t c t. It h ~L proven 

to be the best v hicl c f r bra n i 

devdopn1e nt ~nd suppo rt and an 

cffcct i \ c 111 ·an of c 1nb~t i ng 

_J \\ 1 l r r t l ll l plc 



Increasing retail concentration (in 
theUK f, · ' or mstance, five supermarket 

groups now control over 70% of the 
total grocery market). 

As a result, the US market for 

media advenising is today wonh $113 

billion, or around 50% of the 

worldwide market. 

Double digit growth in the US in 

the early 1980s has slowed in the last 

four years to high single digits. In 

1988 it actually reached 8%, which 

was higher than earlier estimates 
fr . d om m ustry pundits. 

We have remained consistently 

bullish for the outlook for media 

advenising in the US. As Alan 

Go~esman of Paine Webber pointed 
out m October 1988 "B" . d b , tg-time a 
uyers were chasing last-minute 

chances to h 
get on t e Olympics [and] 

at the same time they were 
committin · ·fi 

. g stgm Icantly larger sums 
to thet~ TV advenising plans for the 
upcommg regular 

. . year.·· Advertisers' 
wt!Imgness to step up late in the 
process to b . 

uy expensive ad time is 
an omen of strength i h" . 

. n t Is economic 
sector m the year ahead , not 
weakness " w, b 1. · we e I eve that th · · 
basically be Is Is 

cause our clients h" f1 · ,c 1e y 
nattonal and multi-national c 
goods eo . onsumer 

. . ~pantes, are committed to 
mamtammg and develo . h 

Ping t e sales 
and market shares of th . b 

e1r rands and 
are only too well aware of the risks 
and costs attached to attem . 

. ptmg to 
re-estabhsh a lost position. 

Consider what William S . hb mn urg 
the chairman and CEO of Quaker , 

Oats, calls "the strategy of buying 

brands". Companies such as U "I 
nt ever 
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or Philip Morris do not pay 

significant earnings multiples for 

firms with well-developed brands 

Brand-Name Sales as a Share of Total 

US Dry-Grocer Food Sales 

88 

86 

84 

82 

84 85 86 87 88 89 

in order to reduce marketing 

expenditures and devalue the very 

(intangible) assets they are acquiring. 

Backing its prediction that Rowntree 

would be able to count on lavish 

marketing support from new owner 

Nestle, Fortune noted in January 1989 

that Carnation, Nestle's previous 

large acquisition, had almost tripled 

its advertising and promotion 

spending in four years. Marvin 

Solomon, American Chide marketing 

- VP, last year summed it up this way: 

"[Big takeover offers] are making 

companies realise again the value of 

brands. Already, media budgets are 

going up, because top management is 

seeing the value in top brands that 

(estimated) 

the advertising community has long 

recognised." The same iron law­

premium prices in the corporate 

market mandating premium 

marketing support for brands - also 

applies to leveraged buyouts such as 

RJR Nabisco, where any buyer 

would have to maintain or increase 

brand spending to preserve the value 

of their considerable investment. 

Interestingly, recent studies indicate 

that capital spending by LBOs is 

several times the industry average. 

Nor is the emphasis on buying 

brands likely to go away. Business Week 

recently observed that "the economic 

Imperative driving consolidation 

(in the food industry) is the search 

for growth. The volume of food 

sold in the US is rising by only 1% 

a year. Combine this with the sky-

[)ut.z: S..tnul B~trkt•lnc, BWestimatt: for /989 

rocketing cost of rolling out new 

products, and it's easier and cheaper 

to buy market share than build it." 

According to John M McMillin, 

food-industry analyst for Prudential­

Bache Securities, big brand names are 

helping the leading processors fatten 

their earnings. For the largest 20 

companies, average gross margins 

widened to 35% last year, from 27% 

in 1982. 

Focus on the top line has been 

further concentrated by clients' 

espousal during the 1980s of 

"low-cost producer" strategies, 

reducing headcounts and generally 

forcing themselves to become lean 

and mean. As Business Week recorded 

in September 1988, "since 1982 Mobil 

has slashed its white-collar payroll by 

17%, Du Pont by 15%. Ford has 

trimmed its worldwide salaried ranks 

in 35 of the past 36 quarters. In the 

past 18 months alone General 

Electric's Medical Systems Group has 

cut its management ranks by 35%." 

Peter Drucker envisions that in 20 



years the typical corporation will 

employ no more than a third of its 

current managers, with fewer than $bn 

half the hierarchical levels. 

However, it is only possible to cut 

costs once. On the other hand, in 

theory at least, revenues and margins 

can be increased indefinitely (at least 

250 

200 

until lOO% market share). As a result, ISO 

we expect to see, and indeed are 

seeing, heavier spending on brand 

development in the US. 

Yet outside the US media 

advertising expenditure is increasing 

even faster- on average over 12% per 

annum. This reflects two factors. 

Firstly, in the rest of the world 

levels of media advertising are 

proportionally half those of the US. 

Secondly, media deregulation, 

particularly television, has stimulated 

primary demand for TV advertising. 

High double digit growth in recent 

years in the UK, France, Italy and 

Spain reflects these developments, 

and the high-growth markets of the 

next five to ten years will be 

Continental Europe, South-East Asia 

and Latin America. 

100 

50 

0 

Worldwide Media Advertising Growth 1982-1988 

+10% 

+10.3% 

+11.3% 
+12% Overseas 

12.0% 

+8% 
+8.0% 

+7.5% us 

82 83 84 85 86 87 88 *89 

Source: McCann·Erickson ''estimated 

Total Advertising as %of GNP 1988 
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Growth in Worldw ide Marketing Services 

Expenditure 1983-1989 

£b 
Non-Media 
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=:projected 
So/free: Agency estimates, WIPP Croup 
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Advertising Spend per Capita 1987 
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Non-Media Advertising is growing 

fas ter than Media Advertising. 

I· r scvcr;:t l \ 'l'3rs non-n1cdia -
advertising h3s grO\\ n f;:tster than 

n1edi;1 3d\·c-rtis ing. T h is is due to four 

factors, t\VO short-tern1 3nd two 

long-tern1. 

In the short term, low rates of 

innat ion h3ve n1;1dc it difficult for our 

client to p;-tss on to the consumer 

incre;:tsing n1edi;1 costs, p3rticu larly 

in t elevision . Fven \vhcn prices have 

increased, "Glob3l con1petition 

1 now j provides ;1 price discipline 

unm;:ttched in previous t imes" 

(Fortune Septen1ber 1988). 

Over the last ten ye;:trs, television 

advertising costs h3ve incre;1sed 

significantly fastc r t h;1n the cost of 

liv ing in four of the five rnajor 

markets, which account for· over 75°A 

of worldwide ;:tdvcrt is ing. 

At the same tirne network 

audiences have fa llen, and because of 

the increasing nu rnber of channels 

audiences have "decomposed" 

t hrough z ipping or Z3pping or 

boredom induced by low-qual ity 

programming . Network TV has also 

suffered under the con1petitive attack 

of cable television, syndicated 
/ 

programming and independent 

stations. 

The resu lt, as Alvin Achenbaurn, 

chairman of Canter, Achcnbaun1 

Assoc iates, points out, is that 

a I thou g h TV r c n1 a i n s an c He c t i v e 

tool for crcdting brand awareness, 

"that's not enough . Marketers n1ust 

J ea I n1 o re a g g r c ss i v e I y \\ i t h a ll p ·1 rt 

of th e media nlix, not just TV" 



US National Advertising 
Expenditure as a %of GNP 1979-88 
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Roger Godber, corporate director of 

media at Colgate-Palmolive, echoes 

this view: "TV is showing signs of 

wear. We buy more [time) to 

compensate as it loses reach." 

The second short-term factor 

favouring non-media advertising is 

the wave of agency mega-mergers, 

narrowly defined as where agencies 

are physically merged. These have 

affected traditional client-agency 

relationships either for perceived 

reasons of conflict of interest or 

because client masters believed they 

were being upstaged (or out-earned) 

by agency servants. 

Yet the trend towards consolid­

ation shows no sign of abating -

perhaps ironically, largely because 

of continuing client rationalisation 

and the increasing pressure on 

agency compensation that results. 

Decomposition of Audience 

I 
Audic.:Jh:c.· l)rl'"it'nt fl)r 

<. :ommt:rci.tJ... X.\ .: : 

Both compensation and conflict 

deserve brief comment here. 

Although one consultant estimates 

that 19% of all clients have cut agency 

compensation, it is not just agencies 

which are arguing that this may be a 

false economy. Paine Webber's 

Gottesman, for one, has produced 

figures to show that gearing agency 

compensation tO sales results rather 

than to ad spending enables both 

sides to benefit. Luckily (for 

agencies), some of the biggest 

advertisers in the world seem to be 

thinking along the same lines. In 

February 1988 Procter & Gamble 

widened the basis tO which its full 

commission applied. Moreover, the 

increasing fragmentation of the 

media can only reinforce the agency's 

role in determining the right media 

for its client, thus giving the 

opportunity to add even greater 

value. 
As tO conflict, while few anticipate 

the advent of unworriedjapanese 

attitudes any time soon, there may be 

signs that clients' worst fears are 

beginning tO be allayed. Gottesman 

cites Procter & Gamble: "If you look 

hard at their current line-up, you'll 

find that even P&G will tolerate 

reasonable conflicts" (Advertising 

Age, November 1988). 

Be that as it may, 1988 and early 

1989 have seen increasing 

consolidation among both smaller 

and larger advertising agencies. One 

factOr here is 1992. There have been 

several offers for US and UK 

marketing services businesses from 

privately-owned and bank-financed 



French groups such as RSCG and 

BDDP, while in Japan Dentsu 

and Hakuhodo are expanding into 

the Pacific Rim and have their sights 

set on building their own networks 

worldwide. 

Centralized media-buying is 

another factor. Last year the Ogilvy 

Group and Omnicom announced 

their intent to form a joint media­

buying operation. Interest in such 

arrangements tends to be more 

European than American. The risk 

to advertising agencies remains that 

the formation of mega-media outfits 

may lead to the "unbundling" of 

agency services, which in turn will 

result in still greater pressure on 
compensation. 

Taking all these trends into 

account, it seems inevitable that the 

marketing services industry will 

eventually be dominated by four or 

five major multi-national companies, 
and that there will be further 

consolidations, for example, among 

the 40 or so companies which make 

up the quoted UK marketing 

services sector. Most of these firms 

are too small to compete on a 

multi-national or multi-functional 
basis. 

Concentration on concentration 

has been driven not only by the trend 

amongst clients, but also amongst 

media owners. The list of leading 

players in what has been called "the 

coming Euromedia drama" would 

include Murdoch and Maxwell in the 

UK, Bertelsmann, Bauer and Axe! 

Springer in Germany, Berlusconi and 

Carlo de Benedetti (via Mondadori) 

Global Reach: Five Media Giants .. · 

Sales are translated into dollars at the average exchange rate for the period ur.;ered 

Latest 
Home Annual hlmn ·v 
Country Sales Ma~;a- Nc:w~- Pro- BroaJ- Cable 

Music (in billions) Books Zlncs papers !:rammin!: Castin!; Systems 

Time/Warner us $8.7 • • • • • • 
Bertelsmann West Germany 6.6 • • • • • 
Capital Cities us 4.8 • • • • • • 
News Carp Australia 4.4 • • • • • 
Hachette France 4.1 • • • • • 
... and Three to Watch 

Sony Japan $7.6 • 
Gulf & Western us 5.1 • • • 
Maxwell Britain 1.4 • • • 
Note: So'!Y and Gulf & Western d"ive a substa~tialrrtion of their sales from non-mt:dla opcrutwm 
SoiiTCe: Company rqxJTts; Datastream lntt:rn4l10na 

in Italy, and Hachette-Filipacchi in 

France. Supporting players might be 

Sweden's Bonnier, France's Ha vas and 

Hersant, Germany's Leo Kirsch and 

the UK's W H Smith. 

The concentration strategy is 

based not only on cross-ownership 

of media, enabling media owners in 

the future to offer advertisers a 

complete media schedule, but cross­

promotion as well. There seems no 

limit to how far the process can go. 

As David Reed noted in Marketing, 

March 1989, Berlusconi was 

originally a property developer who 

moved into broadcasting and 

programme-making in order to 

supply entertainment to his housing 

developments. Now, with three 

Italian TV networks and one in 

France, a production company and 

Publitalia, Italy's biggest ad agency, 

all in his ownership, he plans to offer 

advertisers a one-stop service, from 

creative idea to airtime. Not content 

with this, Berlusconi has since bought 

a controlling interest in Standa, Italy's 

biggest supermarket chain. "Is 

Standa getting favourable rates on 

TV advertising these days?" Reed 

wondered, adding: "That's not the 

half of it . Italian media-watchers 

believe that Berlusconi's plan is to 

offer the ultimate add-on to his 

one-stop media shop: preferential 

deals on shelf space. A small sign of 

things to come: Standa recently 

unleashed a promotional push for 3D 

glasses- to tie in with a 3D film being 

shown in one of Berlusconi's 

channels." 
Some people may dismiss these 

developments as entrepreneurial 

idiosyncrasies. The fact is that few 

are immune from their implications. 

The linking of Kodak and Disney in 

a fifteen-year cross-sponsorship 

programme, or the investment by 

lnterpublic Group in Talbot 

Productions, a producer specialising 

in TV game shows, acknowledged 

the potential of programme 



sponsorship. As Reed summed it 

up: "Media-buyers believe the 

program me-provider I program me­

broadcaster tie-in may be the most 

important global synergy for media­

owners- and one that will lead to 

big opportunities for advertisers." 

Perhaps the most telling example 

of the changing attitude is David 

K Braun, director, media and 

promotion services at General Foods. 

"Three years ago, nobody would sit 

down and discuss it [advertiser­

generated programming]," he says. 

"But now we're talking." 

There are two long-term and 

therefore more fundamental reasons 

why non-media advertising is 

growing faster than media 

advertising. 

Firstly, measuring advertising 

effectiveness is extremely difficult. 

The remark attributed to Lord 

Leverhulme- "I know I waste half 

my advertising budget; the trouble is 

I don't know which half"- neatly 

sums up the dilemma. Over the last 

few years various methods have been 

developed to try and remedy this 

deficiency -sometimes with 

disappointing results, at least for the 

advertising industry. The most 

controversial recent findings were 

reviewed in Joanne Lipman's column 

in the Wall Street journal in 

February 1989. After analysing 

single-source data for toilet paper 

and detergent purchases for a 

250-person sample in Eau Claire, 

Wisconsin, Gerard Tellis concluded 

that "TV exposure has a very minimal 

effect." 

Other forms of non-media advertising 

such as sales promotion are more 

easily assessable. As Alan Gottesman 

told the 1988 CPSA conference in 

Berlin, the opportunity for sales 

promotion lies in "its ability to 

communicate effectively and directly 

with a marketer's customer [and] ... 

an ability to accomplish ... goals 

despite the increasing power of the 

retail establishment [while] ... the 

conventional tools of advertising are 

going to continue losing effectiveness." 

Generally, there now seems to be 

a belief that complementary forms of 

media and non-media advertising 

should be used together. Philip 

Morris, in the person of vice­

chairman William Murray, told 

Advertising Age in November 1988: 

"You've got to do both. We 

historically have been an advertising­

driven company ... [but] I don't think 

you see we can stop there because 

promotional spending is important 

and becoming more important." 

Interestingly, Phi! Boyer, senior 

VP for programme development at 

Capital Cities/ ABC Video 

Enterprises, has described how two 

old standbys, TV and the telephone, 

are currently being recombined in an 

interactive method that allows 

advertisers to reach a desired 

audience on a national scale. Suppose 

Sears decides to advertise Black and 

Decker drills at a special price for 

the first 10,000 callers during a 

sports programme. In return, ABC 

undertakes to be able to handle the 

calls and to record accurate 

information on each caller through 

its automated system. "Advertisers 

will no longer judge their advertising 

buys on ratings," says Boyer. "They can 

begin judging them on cost-per-order." 

The second reason for faster 

non-media advertising growth is 

technological advance. The effect of 

the increasing use and shrinking 

costs of computers and the 

development of mailing and 

telemarketing techniques has been 

to fragment the market. And further 

market-shaking developments are on 

the way. As Alan Gottesman points 

out, first in line is optical fibre. 

A network of high-capacity optical 

fibre would in the first instance 

provide better telecommunications. 

More importantly, though, it would 

allow deregulated, innovation­

minded phone companies to channel 

all sorts of electronic services - TV, 

data, security, automatic meter 

reading - into homes and offices. If 

each of America's 90 million 

households bought $20 of new 

services a month, the market would 

be worth an annual $20 billion. 

The impact of the new vehicles 

can be gauged by the reactions of 

clients. According to Advertising 

Age (April 1989), "Procter & Gamble 

... in a frenzy of activity ... is 

evaluating participation in CBS­

TV's prime-time promotional 

programme; testing commercials on 

home videos; and planning to drop 

coupons and product samples in 

amusement parks." "We'll test any 

game on the street," said Robert 

L Wehling, VP-marketing services. 

'We're interested in building on 
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tie-ins between media and promotions 

in a smart, synergistic way.'" The 

company uses sports and special 

events, sponsors a Spanish-language 

magazine which is distributed in 

doctors' and dentists' waiting rooms 

and beauty salons, and is 

experimenting with a whole range of 

other vehicles stretching from radio 

to American Health's wallboard 

programme in health and fitness 

clubs. 

Perhaps the most extreme and 

bizarre example of non-media 

fragmentation is the high-tech 

grocery cart, "a high-tech video­

equipped gadget that can say hello 

and offer games, shopping tips, sport 

scores, and ... on the spot advertising 

to consumers," according to 

Associated Press. Obviously a 

market opportunity for the Wire and 

Plastic Products company where we 

have our roots, the VideOcart reflects 

"the use of in-store advertising­

signs attached to shopping carts, sales 

pitches on store sound systems and 

the like - [which has] burgeoned in 

recent years, wi th spending growing 

at 14°/o a year over the past decade to 

an est imated $12.6 billion last year." 

As well as increasin g the number 

f alternat ives to TV, growing 

technological sophistication ha 

fragmented that medium, too. 

Leav ing aside such US exotica as a 

pr posed 24-hour gambling network 

and Whittle Communications' 

Channel One, a twe lve-minute news 

program me f r school , in Europe 

" it will be po sibl e t ingle ut baby 

b mer n Sky hannel, child ren 

on Channel] and Children's Channe l, 

sports enthusiasts on Screen Sport 

and Eurosport, movie-freaks on 

Channel Plus and Premiere, and even 

businessmen on their own purpose ­

built channels," according to 

Michael Hook in Media Internationa l, 

May 1988. 

Whether all these new vehicles 

will be able to attract the necessary 

advertising is high] y debatable. At the 

British Film Institute's Broadcasting 

Research Unit, Or Michael Tracey 

) ~ 

/ 

believes that "European sate l1 i te 

enthusiasts have gross I y 

underestimated the terrestrial 

broadcasters' hold on their national 

audiences." The main effect of 

satellite competition, at least in th e 

short-to-medium term, ma y 

paradoxically be to rein v igorate 

these land-based broadcasting 

organisations, much as commercial 

TV did to the BBC in the 1960s . Both 

ITV and BBC are much more 

receptive to "publishing" new 

progr3n1 n1c idc3s fron1 independents; 

\vhile the ITV cornpanies, in 

particul3r, h3ve t3kcn the opportunity 

to cut Jo\vn on unnecessary staff, 

tran sfo rm \:vo rking pr3ctices and cut 

costs, 3t a tin1e \v hen incon1c from 

ad ve rt i si n g i s boo 111 i n g. 

Cable Deals 

Average Price per Subscriber 

s 
2,000 

I ,500 

I ,000 

500 

~5 R6 87 

The shifting attitudes of clients are 

not only a reflection of supply-side 

ph en omen a, b u t a l so s ign i fi cant 

demand-s ide trends. These are 

perhaps best ex pressed b y ke y 

demographic and m a rketing 
. . 

StatiStiCS. 

US Demographic and 

Marketing Statistics 

Buying habits 

In 1989 ove r 800/c of every $ spent 

resulted fron1 In -S tore deci s ion , 

versus 650/c in 1977. 

The ave r age length of a shopping 

trip ha s shrunk fn1n1 just under 

30 minutes in 1975 to just over 

20 minutes in 1985 . 



In 1986, 60°/o of consumers 

surveyed bought items the y did not 

set out to bu y. 

Another SOfa of consun1ers switched 

the brand the y planned to buy once 

they were in store. 

Marketplace trends 

Three network s cornbined share 

of audience at p r i met i rn e has s h r u n k 

from 89°/o in 1978/ 9 to 73 Vc in 1984/ 5. 

In 1985 71 OJo of \VO tnc n \V ere 

working versus 39°/c in 1970. 

Retail trends 

The average su p e rn1arkct has 

increased by al rnost 2. 5 x in size 

from 13,000 sq. ft. in 1974 to 30,000 

s q . ft. i n 1 9 8 5 . 

Stead y increase in nun1bcr of 

products on supermarket she! ves 

(15,000-25,000). 

Terry Lcahy, Tesco, "There \vas a 

time when we offered 4,000 lines; 

we now offer 13, 000". 

Marketing,June 23rd 1988 . 

480/o more new product s were 

introduced in 1985 versus 1982. 

700/o of all products ha ve 

bee n introduced si ne e 197 5. 

Scanning 

"B) April of this yea r 1,347 UK 

sto res had scanners, an increase 

from the pre\ ious D ecember of 135. 

Eve n n1ore startling are predictions 

that \vi thin, say, the next five years 

the pro portion of goods scanned by 

UK grocers alone w ill soar from 210/o 

to 60 - con1parable to the US 

now". Ma rketing, Jul y 28th 1988. 

It is against thi s background that 

WPP Group has started to build an 

effec ti \ e group able to respond to the 

changing needs of its clients and able 

to serve their objectives either 

unique 1 y o r on a co-ordinated basis. 



1992 (or more accurately January 

1st, 1993) is in danger of turning into 

the world's most boring subject! 

However, seen in a broader 

context, 1992 epitomises many of 

the challenges facing our clients 

globally, multi-nationally, 

regionally, nationally and locally. 

Indeed, at its heart, 1992 

represents a most interesting 

opportunity for marketing services 

companies too. What does 1992 

really mean? If 1992 does what it~ 
meant to do, most of the 

measurable factors in marketing 

will be approximated or 

harmonised, prices will be about 

the same, and trade barriers and 

tariffs will go. More than ever, 

therefore, the real discriminators 

between goods and services will 

have to come from value added, 

from style and design and 

personality and communications. 

The implications for the providers 

of marketing services are obvious. 

The marketing and management 
of imagination will be at a 

premium - it will be the era of the 
value-added company. 

One of our companies, the 

Henley Centre for Forecasting, has 

spent a considerable amount of 

time analysing the impact of 1992 at 

the macro-level and has developed 

a reputation as one of the world's 

leading experts on the EEC. 

In the material that follows, 

three principals of the Henley 

Centre, Robert Tyrrell, Paul 

Ormerod and Eric Sa lama discuss 

the opportunity that 1992 provides. 
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1992 AND ALL THAT 

1992 unifies markets, not people. 

Many diverse forces shape the 

characteristics and behaviour of 

individuals, groups and nations. The 

proposals for a (partially) unified 

(economic, financial and technical) 

market in Europe by 1992 alone will 

do little to make consumers in Leeds 

and Lisbon more alike. 

On the other hand, independently 

of 1992, there are a number of respects 

in which the starkest contrasts 

between European nationalities arc 

diminishing. The forces driving this 

convergence include the material 

progress that has occurred across 

Europe since the war, placing more 

Europeans in more countries in the 

category of an urban middle class. 

International media have played 

their part too, as has increasing 

international travel. But perhaps the 

factor that has given the greatest 

impression of an increasingly 

common cultural context has been 

the power and attractions of 

American images of progress, the 

good life and legitimate aspirations. 

Resent it we might; resist it we have 

from time to time tried. However, the 

meta values and images circulating 

in our societies have tended to be 

basically American in origin. 

As a result of all these things (and 

without attempting to explain the 

post-war phenomenon of American 

cultural hegemony) a number of 

practically important phenomena 

and experiences in Europe have been 

pretty common in all parts. This is 

not to belittle the importance of 

differences between Catholic Italy or 

Cah·inistic Holland, nor to deny the 

fact that SouthL"rn and Northern 

ltah· arc, b!· some criteria, still 

·Id. Howc,·cr, it does wor s apart. 

rL'prcscnt a claim tlut it is now 

. . ' blc to make rcJ.sonably robust poss1 _ , . 
~1~·· .. 1ti·ons about turopc In a gcnL'ru ~· . 
I t \\ .. 1 s not possible a way t 1a • · 

. . ' and that would not be generation .1go . . . d 
I. j 'f ~ppliL'd to, say, Atnca an \'a It I •• 

parts of Asia. . . ) 
I , these gcncrahsauons. So,\\' 1at an: - · 

\' WL' could make, but ThcrL' arc man. . 
I .11 ha\'(: to suffice. 

a samp c wi · · 
.. I , haps foremost, IS hrst, ant per · . 

I n••c has left most the way that c 13 ,., 
I , .. ·onccrncd at Furopcans tss L 

, . . . -.. wants and more 
satisfving tntrzn;t£ _ · · 
. , ·I . ·vc their cxtrmstc 
concerned to at 1IC . ·If this 

. b, . 1conc. In 1tsc desires to £ son 
P , pie have always is not new. eo . , 

. ··nthcirhves.Tht: wanted mcanin!-, I . 
.. tint this mealllng difference now IS . . 

I ' 1SU111pt101l . . f ' •J by t 1t'l r COl • IS satiS ll: · k 
I bv their wor · behaviour more: t 13n • . 

. ,f spc:ndmg The rise Ill status t . 

I . •tlthc:wa\' owes somct 1Ing t . • 

c o can woinen arc contemporary r.ur p . 
d . . asserting themselves. SUCCCe 111g Ill . ' . 

k t- I . first feminist \\';1\'e In the wa c 0 t 1t: · 
in the 1970s (which might b~· 

. I . . 1 An•>lo-(Jt'f'lll;lll characrc:nsct as ,11 ,., 

d I . I . ·h Furopean women mo c Ill w liL . 
I· themselves and tried to persuat L . 

I .. that thcv were <1S good everyone e st: · · . 
) ,_,arc now witnessing the as men w~ . 

j . t' the f-'r·c:nch vcrSIOll . ascent ante o 

h . d I ' la petite difference' In t IS mu c 
. I ·I f 11 effect and women IS p ayet to u 
argue that they arc as good .1S 

that feminine: attnbutcs ;1rc women, 
as valid as masculine, L'aL·h requires 



the other and that men would 

do well to acquire 'feminine' 

standpoints in rclc\·ant contexts. 

Thus, contemporary European 

feminism is encouraging traditional 

female activities and feminine \'alucs 

to rise in status. 

One consequence of this is that 

fewer European men feel that to be 

interested in consumption (a 

traditional preserve of women) is 

beneath them or non-macho. 

A final example of a Europcan­

wide trend is the emergence, 

amongst the affluent urban majorities 

of time as the scarce re sou rcc. It is 

being recognised that life and 

enjoyment costs many things and 

that of these costs the one that we 

can, relatively speaking, least afford 

is time. The 'harried' middle c!Jss is 

the outcome across Europe- with 

obvious marketing implications. 

Perhaps more interesting than to 

extend further this catalogue of 

common trends is to consider a 

possible effect of 1992 on o ne of 

those key agents of cultural 

convergence: namely the hegemony 

of American culture. The two charts 

illustrate our thinking schematically. 

The first chart makes a case for a 

culturally more self-sufficient Europe 

in which the traits of European 

nationalities become more powerful 

and more visible. The arguments for 

this are as follows: 

East-West relations arc in a rapid 

thaw phase and Europeans arc 

beginning to be able to think about 

geopolitics without automaticalh 

imagining their destiny bound too 

tightly to the USA. It is imaginable 

that Eastern and Western relations 

might one day evolve to a point 

where American protection of the 

Western part is no longer required. 

Since the Watergate scandal, the 

shock of defeat in Vietnam, challenges 

to American industrial primacy in 

key sectors and the relatively 

i ncffectual Presidency of Jimmy 

Carter, America has lost much of its 

confidence and now betrays more 

self-doubt. In consequence, external 

perceptions are of an American 

society less invincible than was once 

the case. People have looked to the 

future and seen that, culturally, it 

need not be American. 

With memories of wartime defeat 

and disgraces fading, a new generation 

of Japanese and Germans are, in a 

cautious way, growing in confidence 

and keen to see their nations playing 

a full role in world affairs. 

Finally, '1992 hype' seems not to 

be suffering the fatigue factor some 

might by now have predicted for it. 

It is, therefore, arguable that it 

touched and ignited a very powerful 

latent mood which, in itself, will fuel 

European cultural dynamism, 

self-confidence and self-sufficiency. 

In this context of a European stage 

of greater weight and integrity, more 

power and attraction may attach 

to indigenous European images 

and values. 

Further, these images will not play 

their new parts solely within national 

boundaries from which they 

originated. If, as we do in the second 

chart, we add in another premise, 

namely the declining importance of 

the contingency of nationality, we 

can derive the conclusion that these 

European Culture in the World: Scenario for the 1990s 

Continuing Thaw Decline in US Growing Single Market 

in East-West Cultural Confidence Stimulates Euro 

Relatio ns Hegemony of the Japanese Dynamism 

~ i t 1 

A Culturally More Self-Sufficient ...... 
Europe 

More .Powerful Euro Stereotypes 
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more powerful indigenous images 

and values will play their pans on the 

European stage as a whole. The 

arguments for this are as follows: 

From the earlier analysis we have 

concluded that indigenous European 

national images may become more 
powerful. 

Evidence exists that nationality 

per se is a less important influence on 

the way people live and think: just 

because you are born Spanish or 

French does not mean that everything 

you do has to reflect 'Spanish' or 
'F h' al renc v ues. Such contingencies 

as these are increasingly being 
rejected. 

From this the somewhat ironical 

conclusion emerges that more 

Europeans will be making use of and 

responding to images and values 

from other European nations. Thus, 

initially on a European stage but 

ultimately worldwide, we may begin 

to see Germanic images and values 

being employed where people 

(r~gardless of their own nationalities) 

Wish to assen, say, values of 
efficiency F h · ' renc 1mages and values 
for romance, Italian for style etc. 

Alongside these we may still have 

Coke as the symbol of hedonistic 

(American-style) youth or Marlboro 

man as the symbol of cool 

(American-style) tough guys. 

However, these international values 

(and associated symbols) will now be 

only one genre amongst an increasing 
diversity of styles. 
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As a postscript, it is wonh emphasising 

that this scenario does not imply a 

dilution of European national 

characteristics. In the same way that 

'American' imagery is, in reality, the 

imagery of the mid-West, of California 

or of the East Coast, so the more 

powerful European images are likely 

to be those that are truest to their local 

geographical origins. 

One of the most exciting 

marketing consequences of all this is 

that the role of powerful brands will 

be more rather than less important in 

the future. Brands will continue to 

provide that much-needed authority 

in the face of increasing choice being 

presented to, and decisions being 

required of, people. The scarcity of 

time mentioned earlier is one of the 

most important reasons why the 

authority of brands will remain 

More Powerful 

Euro 

Stereotypes 

Result 

Declining 

Importance of the 

Contingency of 

Nationality 

International Use of a 

New Range of 
National Stereotypes 

- eg German efficiency, 

Italian style, 
French romance ctc 

Individuals Make Use 

of These Stereotypes 

in Their Repertoire 
of Roles 

strong. The relatively greater 

importance of the extrinsic (what 

something 'says' about you) over the 

intrinsic (what something 'does' for 

you) will be why brands will, in 

many ways, become more important 

than the products and services to 

which they are attached. 

All this in turn implies that a 

sequence of events which begins with 

pressure to cheaper products and 

services illustrated in our diagrams 

titled 'The Vicious Circle' needs to be 

avoided at all costs. In its place the 

sequence of events that begins with 

an increase in product quality 

illustrated in our subsequent diagram 

should be what we strive to 

introduce. In this context, of course, 

we must emphasise that product 

quality will frequently mean the 

emotional and psychological 

rewards of consumption supplied 

predominantly by the qualities of 

the brand . 

Robert Tyrrell 
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The simple arithmetic of consumer 

markets means that the 

overwhelming bulk of expansion 

over the next decade will be in the 

three largest economic blocks: the 

United States, Europe and japan. 

It is fashionable to regard the 

countries of the Pacific Rim as the 

dynamic sectors of the world 

economy, and the established 

industrialised countries as laggards. 

In one sense this is true. The growth 

rates in domestic markets achieved 

by countries such as South Korea 

have been higher than in the larger 

countries, and particularly so in 

comparison to Europe. 

But a small percentage increase in 

a big number is larger than a big 

percentage increase in a small 

number. Europe, for example, 

represents a market at least fifteen 

times bigger in absolute size than that 

of the countries of the Pacific Rim. 

Attention is also focused on China 

and even the Soviet Union as 

alternatives to the 'exhausted' 

economies of the West. From the 

perspective of corporate strategy, 

this will frequently be a complete 

diversion and distraction from the 

main markets. The Pacific Rim 

economies are growing fast, even 

though in absolute amounts the 

numbers are not large in world 

terms, and are enthusiasts for the 

market economy. China and the 

Soviet Union represent a smaller 

market for consumer spending than 

the Pacific Rim countries, and 

despite the wishes of their leaders 

are very backward and conservative. 

Not for nothing is the Soviet Union 

known as Upper Volta with rockets. 

Prospects for growth in the world 

economy are good, when examined 

from the supply side. Technological 

progress is very rapid- the 

electronics revolution - making 

possible a whole new wave of 

products and reducing the prices of 

existing ones, increasing people's 

spending power. 

Profits are high, and have 

recovered from their low point in the 

early 1980s. The most spectacular 

example of this is the UK where, as a 

share of total national income, profits 

are at a thirty year high. 

Investment by companies has not 

yet responded as strongly as it might 

to the opportunities, particularly 

given the level of profits available to 

finance it. 1988, however, showed 

strong investment growth. All the 

major European economies 

experienced an investment boom. 

European Investment Growth (Ofo) 

1987 1988 

Germany 1.8 6.5 

France 3.4 7.0 

Italy 5.3 4.9 

United Kingdom 3.9 9.3 

The financial markets are operating 

to constrain growth below its supply 

side potential. Uncertainty on these 

markets leads to sharp fluctuations 

in currencies, interest rates and 

share prices. This in turn creates 

uncertainty in the business world. 
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The underlying problcn1 is the 

imbalance between the US and J~pan 

in terms of their trading balance 

with the rest of the world . In 1982, 

these were in balance. The US deficit 

since then has risen to well over 

$ 1 0 0 b i 11 ion a ye a r, and t h c Japan e s c 

surplus to almost $100 billion. The 

Americans have been living beyond 

their means, and show the greatest 

reluctance to reign back consutnption 

so as to cut the in1port bill and get 

their trade position back in balance. 

The Japanese ha\·e been 

performing a bene volent role in 

funding the American trade deficit. 

E sentially,Japanese con1panies \\ .{)rk 

very hard in exporting to huild up .1 

Japan 

us 

19 ~5 1986 1988 

huge trade surplus. This is then 

recycled via the Japanese banks onto 

Wall Street to finance the US trade 

deficit. Most of the intlow of funds 

into the US is on the short-terrn 

n1oncy· n1arkets, and hence could be 

\vi t h d Ll '"" n r;:tpidl y. Japanese 

bcne\·olence terns fron1 the fact that 

the }·en has been appreciating against 

the dolbr, so that "hen the funds are 

rcpatri ;:tted tL) Jap;:tn and converted 

fron1 dollars into ven, their value i 

reduced. The Japanese are ·willing to 

do this for fear of quotas and physical 

rcstri~...-tions on their trade with the 

US, but the financial n1arkets \\OITV 

fronl tin11...' to titnc that thi , will not 

L' t)Jltllllll'. 

Over the next five years or so, a 

certain amount of restraint will be 

required in the US to reduce the 

deficit. This does not mean a 

recession. Simply that growth v. ill 

be son1ewhat lower than would 

other" ise be the case. And given the 

size of the US econom), the rest of 

the world will be slowed down by 

this adjustn1ent. 

Paul Orn1erod 
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Seven implications of the European 

single market: 

1. To understand how Europe is likely 

to change after 1992, it is necessary 

to look beyond the Commission's 

proposals for the following reasons: 

Other economic and social factors 

will continue to drive markets. For 

example, competition is increasing in 

Europe because of exchange rate 

movements over the past few years. 

And profound demographic changes 

will affect both the level of demand 

in some markets and imply a shift 

in the source of European 

cultural values. 

Many of the proposals will not go 

through in their current form, 

because of: 

-the difficulties of securing 

agreement amongst governments 

-an absence of consensus over the 

objectives which are being pursued 

(there remain important policy 

differences over protectionism, 

social affairs, further cooperation in 

the monetary and political spheres 

and the relative interests of 

consumers and manufacturers, 

which mean that the thrust of the 

proposals and their effect are 

continually evolving). 

-the desire of each country to 

maintain what it believes are its own 
high standards ( eg on food 

preparation and environmental 
issues) 

The psychological impact of the 

proposals in making companies and 

people think about Europe as a single 

entity is crucial. American and 

Japanese companies have been more 

adept at operating across Europe, 

partly because their organisational 

structure and management culture 

encouraged it. What 1992 is doing is 

making other companies, including 

indigenous European ones, follow 

the same course. At a consumer level, 

1992 will be important if, in removing 

frontier controls and encouraging a 

move towards a single currency, there 

is a convergence in values. 

There are other barriers to trade 

-political, economic, consumer­

driven, cultural and organisational 

(corporate)- which will limit the 

ability of companies to exploit the 

changes in the way in which they 

were conceived. To take one example, 

consumers are different across 

Europe. They differ in their living 

standards, attitudes and values 

according to which they make their 

purchase decisions. There is nothing 

in the 1992 process to suggest that 

consumers will become more alike -

indeed the fact that the barriers differ 

in their nature and severity across 

countries and that the economic 

prospects of each country differs (eg 

according to the amount of inward 

investment) suggests that consumers 

will become less alike as time goes on. 

The fact that we still do not have 

European symbols, personalities or 

media reinforces this likelihood. 



2. The proposals are fuelled by 

Europe's poor economic performance 

in fast growing sectors. European 

companies have been unable to 

exploit the econornies of scale which 

theoretical I y would b e available from 

selling and n1arketing to a single 

market. Consequentl y the thrust of 

the proposals is to improve the 

supply side ability of con1panies to 

deliver goods - the y are not 

primarily concerned with the 

demand side. 

3. Adoption of the proposals on 

taxation would affect prices in the 

various countries. To what ex tent 

they affect prices and consequently 

consun1er spending will depend on 

factors such as the willingness to pass 

on tax changes to the consumer, price 

sensitivities and strategic aims among 

other factors. Gi ven that indirect 

taxes are lev ied on the consumer, 

altering them would not direc tly 

affect company profit margins or 

location decisions. 

4. The barriers to trade in the var ious 

industries vary aLcording to both 

their nature and seve rit v. Sorne 
/ 

restrict e ntry to the market. Others 

rai se the cost of production. The 

implicatio n s of re moving eac h t y p e 

of bar ri er w ill clearly differ. The key 

quest ion w hich rn anufac turers n1ust 

address is w hether the fragtnentation 

of th eir market (a w itn essed b y pric e 

differences acros Eu rope or lov. 

level s of trade) is due to fonnal 

barriers to trade w hich n1 a \ be 
J 

removed by the Con1mission, or 

whether it is due to other factors such 

as fragmented consumer tastes, 

insular corporate culture and 

organisation or decentralised 

distribution systetns which are not 

being legislated on. 

5. Given the diversity in consumers 

and the fact that consumers are 

becoming n1ore individualistic, 

companies face a strategic decision 

over the extent to which they 

standardise their product and 

marketing approach. The extent to 

which they do will depend on a trade­

off between the cost advantages of 

doing so and in n1ost (though not all) 

cases, the marketing disadvantages 

associated with such standardisation. 

A distinction will exist between 

products where production 

economies are slight ( eg food), where 

the same consumer niche exists in all 

countries ( eg Benetton) and where 

consumers are less price sensitive or 

dependent. A key question is the 

extent to which manufacturers and 

retailers can shape consumer tastes in 

the way in which Japanese companies 

have succeeded in doing in a nu1nber 

of sectors (eg Sony Walkman). 

!ltt · I Ien in J'll' l' '' ll<~ll, ,,( !111· J'O"'Ihlt 
Jllll 1 .IIH I lll.trkt I \ t •illll lt' l'f ln h n l iilll'r.tll ­

,, \11< 111 11 1 l. t-., 111.\llllt.: '"" "Id ht wqu il l'<i 

ll ' , idll l~ 1111 ' \ ( ' 1 \ l !-.. lll.ll'kl'lll l ~ tkp. t l'llllt ' lll .. 
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6. On standardisation, a company 

faces three other key strategic issues: 

The decision on whether to buy, 

build up or transfer brands; 

Whether and how to reorganise 

internally; 

Whether the new strategy 

requires a change in marketing or 

advertising approach. 

7. Although there are no proposals 

direct! y relating to retailers, since 

there have been no formal barriers to 

them moving across frontiers, they 

will be affected by the way in 

which their relationship with 

n1anufacturers change. 

The proliferation in product 

availability and the growth in 

centralised buy ing will significantly 

increase the power of the retailer, 

though in some cases this will be 

offset by the growth of fewer and 

more efficient manufacturers. 

Eric Salama 
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WPP GROUP'S MARKETING SERVICES- AN INSIGHT 

Over the next 12 pages, the principals 

of eight WPP companies discuss 

current issues in the specialist sectors 

in which they operate and give their 

views on recent developments and 

future prospects. 

The pictures which accompany 

this series of articles demonstrate 

visually the scope and quality of 

work produced and services offered 

by companies within the Group. 

JWT L::ttin America 
ampaign for Kodak 

Car! Bvoir & A~s o c i :w:~ 
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Public Affairs Becomes 

A Business Function 

Businessmen rather than the 

communicators of the past arc now 

driving the public relation/public 

affairs function, with profound 

consequences for the whole sec tor. 

As clients become more bottom-line 

oriented, they are demanding hard 

measurement of results on the one 

hand, and on the other fresh 

research to give them the creative 

edge that will set them apart from 

their competitors. 

Consider the world in which 

these clients are operating. It is : 

Shifting in economic balance. After 

1992, Europeans will inhabit a single 

market which is more hi ghl y popu · 

lated than either the US or Japan; 

Ever more interconnected and 

interactive. The trend towards the 

globalization of markets and finance 

will continue. Foreign companies and 

investors will become powerful 

influences in all countries in the 1990s. 

Firms will correspondingl y beco rn e 

involved with foreign customers, 

competitors and su pp! iers. Stra tt gic 

alliances to boost corn peti ti ve 

position, many of them across national 

fronti ers, wi 11 increase dram a tic all y ; 

At the same tim e, and as a J i rect 

re sult of th e for ego in g, m o re: 

protect io ni st in o utl ook. The: logic of 

current deve lo prnent .) says th at there 

are no uc h things as 'home nlJrkct<., ' 

an y mor . That won' t stop n ,niun" 

tr y in g to protect indu s trie ~ Jnd 

markets; 

Even fJ ·ter-rno\·ing. In turn, 

cor p or J t ion s \V i 11 111 o v e rn u c h more 

swiftlv in Jnd out of rn~rkcts, 
./ 

tailoring products to 'hot' market 

segn1cnts fast-vrc)\vi n~'J' recYions and 
.. ' 0 0 0 

ethnic preference; 

Subject to labour shortages, 

particularl y at the entry level. These 

\Vi 11 be c o n1 e e spec i all y acute i n the 

US and Europe. 

In this nuid \VOrld, conlpanies too 

are changing. They arc having to 

become: 

Le ss hierarchical. As con1puters 

redefine the nature of \YOrk, transforn1 

the ro le of 111JnJgers and even alter 

the legal and physical boundaries of 

c o 111 pan i e s , the h i er~ r c h i c ~I n1 ode 1 of 

bu sine ss adapted frorn the 111 i 1 i tary 

will continue to fade and corporate 

staffs continue to shrink; 

Ccn tr:1l i zed I clcccnt r~l i ze d ('loose / 

tight', as Peters and Watcrman put it). 

There will be further decentralization 

of o pc ration s , \V it h re s pons i b ii it y 

passed down to dccision - rnaker at 

the front line. This n1ean s that 

con1n1unications, on the other hand, 

n1u st be driven by a central se t of 

v a I u c s . C o n1 p a n i e s ·w i 11 put n1u c h 

more focus on i ntcrnal con1 tn u nica­

tions to put the corporate ship in ord r 

before c o n1 n1 u n i c.H i n g c x tern a 1 h ~ 
' ' 

Tr ~1ining .1nd n1uti\·,1tinn tninded. 

Becau se uf the shnn .. 1gc of skilled 
' 

prufc" 'iion .. 1! ", ~ ·un1p.1 n i e s nltL t use 

tr <1in inh "1nd nloti\·,niun .1s kc~ · tool 

for rl'Llinin~ '-Llff" .1nd .h: hi~...·\ · ing 

111 J n ,1 g ~... · n H .. ' n t g u a I " . 



Flattened, p..1red-down con1panies 

will increasingly u e ten1porary task 

forces, consultant and other out idc 

specialists to fill non-core, occasional 

needs. 

The new cconon1) and the new 

corporation pose fresh Jem::tnds for 

c o u n s c l1 in g fi r 111 s. The r is c of t h c 

Asian and Europe::tn econon1ics is 

creating a whole new cbss of clients 

with very different ways of thinking 

about their con1rnunic::ttions needs. 

So we need not ju st n1ulti-cultural 

staff expertise to be present and 

a v a i I ab I c i f ne cc ss 3 r v but In u c h 
. ' ' 

rnore, the managen1ent ability to 

think naturally and constantlv in 

rnulti-cultura1 tenns. 

And not only in one location. More 

and more large clients are lookin0 
b 

for true networks that can offer the 

same high standard of service in, and 

benveen, every pan of the ·world. 

Paradoxically, as we noted abo\ e, 

this need increases as operations 

become more decentralized n1ore 
' 

independent. Yet while client 

expectations and demands arc thus 

higher than ever, the ne\v conditions 

also create the potential for us to 

work more closely and effectively 

with custon1ers than was ever 

possible bef re. That is our challenge 

and our opponun i tv. 

Robert L Dilenschneidcr 

President and CEO 

Hill and Kntn:vlton 1 . 
' fll. 

Millw:trd Brown 
lntnn.Hiun .ll s p~:cial is t s in advcrri . ing re e:uch 

Timmons & Co 
Gtn·ernment :~ ff.Jir s 
:~nd lohh, · rn~ in . ,., 
\\ ·.1 ~ hrn •• t o n ,., 

Hill .111d Knowlron 
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The Intelligent Planet 

It has been said with increasing 

frequency that developed economies 

are becoming more and more oriented 

to 'knowledge' rather than 'things'. 

Our business en ironment thrives 

on information and how most 

intelligent! y (and proprietari1y) to 

apply it. As we move inexorably 

towards a world economy, that too 

will become an economy of the 

n1ind, an 'informative' economy. 

For the market researcher, the 

ad vent of a truly global information 

age will usher in unparalleled business 

opportunities. To cope successfully 

with these opportunities will require 

the right technologies to collect data; 

the right software to assimilate and 

analyse it, and most important! , 

skilled people to interpret it and 

supply actionable recon1mendations. 

These issues are not terribl different 

in kind from toda 's demand -but 

they are enormousl y different in 

scale and scope. 

In a knowledge-based world 

econon1 , businesses \\ ill natu rail 

be market dri en; that is, the will 

have a clear understanding of 

consumer wants, need , interest 

and de ires. There are critical 

in1perari \ e at work here: no tab! 

the hibh cost of decision Inakina · rh 

inherent value of branding; and the 

unc rtainty that pen·ade ry 

mark t opportu nit). Th are at r the 

kno'V\ ledge le el the ar a ter the 

abilit ; t \ rcome th unc rtainti 

and rnake c rrect and timeh d ci i n 

j \X T .·\ · i:1-P:1 ifi · 
T \ ,· lllllll.'r(l.ll i\ ' r 

l ll'\ 'i ) ,l~ ~ h ) \\"11 

ir Hon • ·· L' ll " ;:-. . 
·r liw.,n .md \ in,.,.lp ) ,. 

Lm ·downEuro 
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It is the job of research to 

provide the necessary clarity of 

understanding and action by applying 

technology to the data captured 

from human beings. 

At the human level, new 

techniques will enable us to acquire 

more consumer information with 

less resistance - information on 

attitudes, behaviour, preferences, 

purchase patterns, media habits, 

lifestyle and life stage, as well as an 

array of demographic data. This data 

trove will be significantly enhanced 

by advances in passive data collection: 

processes that do not require 

conscious participation by the 

purchaser, but which nonetheless 

yield copious amounts of insightful 

information. 

The $4.5 billion market research 

industry will be one beneficiary of 

this quest for knowledge, as the 

world marketer seeks to create a 

rational and unique platform for his 

products or services. Another will 

be the consumer him or herself, who 

w ill benefit from the more personally 

directed communication of the 

informative world economy, and 

evolve into a universally sophisticated 

and discriminating buyer of goods 

and ervices. 

JWT Europe 
P stcr ca mpatgn r ' r(Jwn Pai nts 

But the great long-term potential, 

for both marketers and researchers, 

is accompanied by equal challenges. 

Indeed, the principal challenges of 

'data overload' and the development 

of adequate analytical programmes 

to cope with it proffer a paradoxical 

future for information management. 

In developed nations the 

technology is in place now to build 

real-time sales data for a wide range 

of products and services, providing 

an immediate audit of brand 

movement. However, we lack the 

analytic tools fully to interpret the 

mass of information. This in1balance 

between quantity and qualit y has 

shifted a large measure of brand/ 

product control from the marketer 

to the individual retailer as both 

collector and interpreter of his own 

stores' data. The challenge for the 

researcher is to create the options, 

either in systems or in products, 

which will enable the marketer to 

regain control of his own brands' 

destinies. 

JWTUSA 
Press campa ign for KoJak 

LC.FF. 
' ( . 1\ dr:tcd l <<~~lll' ', lll.lg,l / 111c 

One means is surve; s of product 

usage, amplified by den1ographic 

and psy c hogra ph ic profiles of 

purchasers. These enable us to 

under tand the d :' nan1 ics of product 

moven1ent and, of greater in1porrance, 

to define product needs and project 

the future actions of consurner . 

Where the focus is san1pling rather 

than auditing, there is no constraint 

of data o\·erlo:1d, :1nd the re earcher 

can act as a strategic and tactical 

inforn1ation resource to the rnarketer 

as he reasserts control of his brands. 

This role i enhanced as data 

accurnulation prolifcr:1tes. 

Coping \virh dac1 O\'Crload is not 

the only inforn1ation challenge facing 

marketers. More prosaic factors still 

seriously affect the use and value of 

data for bu iness s tratc<hrie . An1ona 
~ b 

then1: reduced sraffi ng I eve Is of client 

research departn1ent s ; the narrowino 
b 

of c o m pc tit i v c res p on se t i n1 e s ; the 

perceived role of research in the 

overall n1arkctinrr rnix ·and the 
b ' 

rapidl y expanding number of research 

options available to deal with 

information need s . Attractive thouoh 
b 

it will eventu:11ly be, the intelligent 

pI an c t i s not ye t a foregone con c lu 1 on . 

!-'rank tanton 

C'hairmt-zn and CF.O 

MRB Group Inc. 

M R B Group 
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Design For Con1petitive Advantage 

The good ne\v is that the retail 

arena co ntinue . t o look stro ng. 

Th e bad ne\vs is that there '' ill be 

fewer retai lcrs . 

Retailin v co ntinue s t o ~~in in h ,, 

importance ~ s the fo cu s fo r 

manu f ;1 c tu re r s ' and bra nd n1 ~ n ~ g er s ' 

fi n;:tnci ;:d a tte n ti o n . Often ~ t the 

expen se of ~J\'C..~ rti s ing d o lbr s, re t~il 

-in all it ,·;:tri o u s forrn s - i th e 

recipient o f incre ~scd spending for 

promo tio n, cooperative arr~ngement s 

and de s ign . 

The past fe '" : 'e ;:t r s h ;1 ve see n an 

unprecedented series of retail 

mergers, acqui siti o n s and 

con solidation s in the US. The 

n un1ber o f d e p;1rtn1cnt st o re gr ups 

in no rth Americ a continues to 

de c I i n e as n1 o re g ro ups co n1c under 

a co r11n1 o n un1brella . C:11npe~u 's 

acqui s iti o n o f Fed e rat ed Departrncnt 

Sto re s a nd Allied , and the H ooker 

(Au stralia) pure h a se o f B. AI ttn a n, 

Pa ri s ian and Bonwit Teller J. rc 

ju st t w o of th e n1 os t \ is ibl e 

con o lid a tion s . And the same thing 

is h appe ning in o ther re t a il segments 

- su pern1 a rkct gi a nt An1erican 

Sto res' re ce nt acqui sition o f Luck y 

Sto res i. o ne lll O IT e xa n1plc. 

B u~ i n t:~ \ I >t:~ ign (, ro up 
I ) , · ~1)..:11 111d p r .. tn 1 

IIL\Il , \~t·Jlll"lll i t • I 

I t'' ·\ ll I H 11 (I ( 1\ l I . 

t tl llqtH: q 1- ur \l pt· 

Europe in 1992 will most likely 

experience a similar wave of 

consolidations as stronger companies 

acquire weaker ones. In UK food 

retailing, the atten1pt to break up 

Gateway and the attempted merger 

of Budgens and W jlliam Low may be 

precursors of what is to come on 

a European scale. 

But w hile these n1er ge rs may 

c reat e econon1ies of scale in the short 

t e r n1 , there i s a danger that i n 

co nsolicbtio n a retaile r lo ses its 'brand 

identit y' . The large r an organi za tio n 

becotnes, the n1ore difficult it i to 

create a unique personality. D ecision 

~re often dri ·en bv o pe ratio n rather 

than n1e rchandi sing or custo m er 

co n idcratio ns, and the lowest 

co rnn1o n deno n1inator beco n1es the 

no r111 . 

How c~n a retailer defin e a 

di tinct in1agc in the 1990s ? There 

arc three po sible a rea o f fo cu : 

Me rchc:z ndi:se. Thi s is w here 1110 t 

reta il e r pl ace rnost att e ntio n. But 

the realit ) i th at in 111 0 t ' like' sto re 

th e n1 e rchandi e is the s:1n1e ­

around 80 · o f good s are co tnmo n 

fn.) n1 o ne departn1cnt store o r 

supcrn1arkct to ano the r. So n1c firn1 

ha \'e rnad <: ~brand virtue o ut of 

pri \·at e label and / o r ge neric 

n1 c rch~ndi s c, but thi s ha · no t proven 

to b c ~ n auto 111 <1t i c \' ay of de fi n i n g ~ 

pcrson alin. Fo r the tno t part brand 

n1 c rchandi se i . till king. 
" 

I \ ' " lll l \t"J , J.d ,, , \l.u u;;v ll.l 

Ser·vice. Retailers are reaw akening 

to the serv ice aspect of shopping. 

This can indeed be an important 

benefit to the consumer, who w ill 

continue to den1and better se r ·ice -

wider, well-lit aisles, more courteous 

salespeople - both real and perceived. 

The problen1 for retailers , of course, 

is that as the) all tr) to m ake 

then1sel ves n1ore attracti ve in this 

\\ay, better se r ice becon1es an 

accepted norm rather than a unique 

attribute. 

Design. It is here that th retailer 

has the best opportunit to stand 

out fron1 the pac k. Gi ve n equalit of 

n1erch andise and se rv ice, d sign 

becotnes the 's ilent sa l sm an' that 

can creat cu to n1 er lo alty a \\ ell 

as nthusias m . Eve ry s gn1ent of 

retailing can be nefit fro m impro ed 

plannin g rnerc h andise pre entat ion 

and graphic image . D e ign con1e to 

be the fac to r th at adds va lue' to a 

custo n1er 's p re ptio n of a re tai ler. 

Reta il co n o lidation mea ns that the 

su r j, ·i11 s firn1. n ed c nsultino 

en ·i e o n a ca le greater th an 

before . In the pas t , retail p lannin b 

and de icr n firn1 v. ere n1 osth n1 all , 
h 

like th eir cli nt , and a lo ng a th 

latt er ren1 ai ncd both rn all and 

pl enti ful , t her w s n n d for 

co nsul ta ncie t sr 
. tt: W:lr t Me a ll .-\ ssoc i:Ht: s 
~ !e rn· li!l : h ppi ng \: nt r t' 
n: t.1i l · Jll1 f le x ior Ric lu rd s 1n 

[ t'n·lop rm·nh 
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Now, however, large retail 

organizations require consultants 

who can handle complex building 

and renovation programmes. 

Increasingly, such consultants must 

offer a geographic presence in all 

strong market areas -Tokyo and 

London as well as New York and Los 

Angeles - not just to provide an 

international service but also to keep 

up with trends and information that 

will maintain them at the cutting 

edge of marketing and merchandising 

developments. 

Nor is it enough for a consultancy 

to offer design services only- even 

design services supported by the 

latest computer hardware and 

software. Since design must be based 

on market research and strategic 

planning, these too must become 

integral parts of the client offering, 

along wi th specialist expertise in 

particular markets. 

Ken Walker 

President 

Walker Group/CNI Inc. 
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The Power of Packaging: 

A Misunderstood Marketing Weapon 

With ~:dl the creativity and hard cash 

expended on the struggle to find 

fresh n1ean of capturing the 

consu n1er's attention, one critical 

elen1ent ren1ains largel y overlooked 

by packaged goods marketers. It's 

inherent in the n~n1e: packaging. 

While in I 987 US n1~rketers spent 

$205 billion on advertising and sales 

promotion, less than 2°/c of that­

about $5 billion -\vent on graphics 

and design. 

Consider: the a\·erage shopper 

toda y spends less than 20 minutes 

per trip in the grocery store ~nd f~ces 

an average of 25,000 iten1s on store 

shelves. 80 ~ of purchase decisions 

are made in the store, and 600;() of 

consumers bu y iten1s they did not set 

out to purchase. So \vhile scattered 

clen1ents of all the rn~rketing 

con1munication seen or heard about 

a brand n1a y be "retrieved fron1 

n1cmory" to influence a bu y ing 

de c i si on , a I o n g \V i t h sa 1 e s p r ice , 

display or coupon, the single final 

rll e ss age g i v en to t he con s u 111 er i 

·7.i) ha t t h c f h .. l c k ~.1 g e s t.-I y s. 

i\PC~roup 
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Package design has n1uch more to 

do than look prett y. Its daunting role 

is to comn1unicatc a brand's core 

marketing n1essages i nstJ.ntaneousl) 

fron1 a chaotic v isual jungle to an 

audience that's read y for a "final 

persuasion". The p:1ckage n1ust be 

easy to find, communicate what the 

product is, :1nd m:1ke a clear 

distinction between products or 
. . 

vanenes. 

To exploit this ke y sales 

opportunit y, marketers should use 

experienced, pro\ en resources. 

In particular, the correct choice of a 

consultant desi gn firm can be as 

important to a brand's success as an 

effective marketing rnanagement 

team or advertising agency. 

Philosophicall y, we believe that a 

design firm should: 

Function :1s a business 

cornrnunications pecialist, no t 

mere! y as a graphic designer. 

Be results rather than aesthetics 

driven, and know how to n1easure 

those resu lt s. 

Understand design as a trategtc 

marketing too l in the increasing 

globalization o f bu sines . . 

\X · PP ( , rllup r>il 
f )... ' ~ ... . r.. . 0 

St -,. ~ . 
h . , ... - •• • •• ·~ • 
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Have a strong understanding of the 

inherent value added by branding. 

Con1pare the value of Scotch, Kleenex 

and Vaseline with adhesive tape, 

facial tissues and petroleum jelly. 

Know instinctively when you can 

and can't build on the core values of 

a brand. Kodak successfully extended 

its franchise to videotapes and 

batteries;Jeno's pizza failed miserably 

to extend its core Italian pizza 

franchise to fruit pie fillings. 

Have an acute sense of market 

segmentation and with it the ability 

to create multiple branding and 

market niche strategies. 

Know the value of 'brand equities' 

-the colour, typography, packaging 

forn1ats, sizes and shapes- which are 

the cue of a brand's core values. 

A crucial role for the package 

designer is to keep abreast of 

ernerging marketplace trends. We 

see some of the primary packaging 

issues in the near future being: 

Convenience and Functionality. 

Using new technolog) in structural 

packaging is helping n1arketers gain 

a con1peti ti ve edge in several fields. 

The Japanese have recently developed 

elf-heating and elf-chilling be\ erage 

containers. In the US, packaging for 

rnicrowa \ e cooking and queezable 

jelly and ketchup containers are 

adding a new dimension of consun1er 

conventence. 

T he H:-~rvard G ro up 
Pro mut i< 11 I r _ rh ' emun· F ) :-; 

Demographic and Signal Shifts. 

Designers must create packaging that 

caters for an ageing population and 

an increasing number of dual-income 

families; for a quality -conscious 

society with more money than time, 

which is developing highly 

individualistic life-St) les: and 

for regional demographic/ 

psychographic differences. 

New Shopping Environments. 

Hyper-markets and warehouse club 

stores, home video shopping and 

catalogues, and in the future 

interactive media, are all developing 

environments affecting packaging. 

Environmental Issues. Marketers, 

package designers and packaging 

suppliers must work together to find 

more efficient biodegradable forms of 

packaging. Recyclability must be 

stressed at every opportunity. 

Packaging is a critical, often 

misunderstood, element in the 

marketing mix. Together, marketers 

and package designers should keep 

abreast of the critical issues in the 

n1arkerplace with affirmative action, 

consumer and en ironmental 

consciousness, and professional 
. . 
rntegnt . 

Robert A Seil r 
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Key Issues Facing the Sales Promotion 

Industry in the 1990s 

Promotion's decade-long growth, 

from a 58 V< to 650/o share of the total 

US marketing dollars, is creating more 

revenue opportunities and posing 

greater challenges for the profession. 

Opportunities. With two-thirds of the 

budget now allocated to promotion 

programmes, responsibility for 

promotion marketing issues has been 

elevated to senior management levels. 

Clients are increasingly seeking 

"retainer" contract relationships 

with promotion agencies, similar to 

the historic partnerships enjoyed by 

advertising and public relations firms. 

This trend is causing a shake-out 

among smaller competitors vying for 

top-spending clients. 

The Mighty Movie o 
h im and video c •mmu nl c:Hion ~ 

r:J 'i'i Roots Gr up 
lnccn IVt: progra mme 
or l he Lced ~ 
f\:rmam:nt Huil ding ~ > ic ; 
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Challenges. Clients expect far m ore 

strategic consulting, as well as m ore 

sophisticated programme execution, 

from their promotion agencies. 

Promotion is becoming eve r y bit as 

accountable to brand building as it is 

to sales building. It is now recognised 

as critical to building brand loya lty, 

long-term market share and brand 

equity overall. Accordin g! y the 

pattern has shifted from price 

discounting to added-value 

promotion tactics such as continuity 

programmes, special events, ga me s 

and premiums which tie in creatively 

with brand advertising. I ncreas i ng l y, 

the aim is to lead clients out o f the 

cl uttered, price-discounting pi ral. 

Here are some key reasons for 

promotion's growing stature: 

Product parity. New product 

breakthroughs are increasing! Y 

scarce , and the cost of failure is 

prohibitive. According to Adweek 

magazi ne, ''It's times like these that 

force Procter & Gamble to introduce 

Liquid Tide as a line extension, when 

10 years ago it was not in the P&G 

cui tu re to ri sk any of it s cstabl i shed 

franchises." 

One financial analyst put it this 

way: "From a n1anufacturer's 

tandpoint, a line extension is th e 

ultimate in in c reased prod uct ivit y, 

but to the retai I er and cons um er, it ~s 

boring.'' Product parity demands 

that firms dzfferentiate their brands 

through tangible "incentives" rather 

than intrinsic benefits. 

Consurner beha'uiotn: More active 

and c.Jiverse consun1er lifestyles ha e 

c h a n g e d t c le \ · i s i o n v i c \\ i n g h ab i t s 

fo rever. Net\vork tclc~ \·is ion audiences 

are de c I i n i n g rapid I y \V h i I e ad rates 

arc increa s in~ thcreb)' shrinkina 
'-'' b 

media effecti\·eness. Compounding 

thi s trend is n1orc "z;1pping" of 

commercials, rnore VCR watching, 

and n1uch more con1petition fron1 

cable and independent stations. 

A functional s hift from broadcast 

advertising t o in-store dispby 

is occ urring in p;1ckJ.ged goods 

marketing, m os t experts agree. 

Resca ~~ch sho7.i)S tha t fully two-thirds 

of a ll brand purchase decisions today 

a re m ade at the point-of-safe. 

Micro-Marketing. The entire brand 

managen1ent systcnl is changing. 

Budgets arc being diverted to field 

sa les to propel re o- ional / local 
t"> 

marke ting. Because prornotion 

agencies understand the dynamics of 

local nlarkctin<r n1ore intuiti ve ly than 
h -

nation a I , b r ;1 n d focused ad agencies, 

clients will be turninp· to pron1otion 
h 

in greater nu 111 bers. The pron1otion 

age n c y 's a b i I i t y to c x cc ut e h i g h I y 

c1rgettcd, ret;1il custon1iscd events 

w ill be critical in years ahead. M/era­

marketing) on a store -by-store basis) 

is promotion marketing 5 future. 

Metro V ideo 
( . \1 ll k rt· l l\ l ' f1 r \ >d ll\ ( )( 111 f 1 l I 

The 1-.kct nu t\ ( Ill! Il l rl 



Budget a llocation . The budget 

balancing act between dollars directed 

to the trade (to support prod uct 

"push" or se 11-i n) v . d liars devot d 

to consun1er acti\·ity (product pull­

through) will continue to be the 111ajor 

strategic decision point. Pron1otion 

agencies mu t be prepared to consult 

wisely on this dimension of planning. 

A major issue for agencies is the 

need to increase the predictive 

power of prornotion testing. Retail 

scanning systeins enable our clients 

to "read" pro1notion results al1nost 

d a i I y. T h is t e c h no I o g y w i 11 force 

severe accountability of performance 

-perhaps even con1pcnsation -but it 

also repre ents pron1 ot ion's greatest 

opportunity. 

For the sales pron1otion profession 

i n the 1 9 90s , t he bott o In I i ne i s th e 

notion of incren1entalit y : 

Do prornotion s trul y increase tota l 

consumption (n1c::tning absolute 

volu111e level s over tin1e), or do they 

o nl y change the timing of purch::tses 

while mortgaging futures? 

The 111 0 re proinotions ::trt 

quantitativel y prove n t o outperfonn 

other communication n1odes in t ern1 

of total con u1nption, the more 

st rong! y the y w ill grow. 

Jeff McFlnea 

President 
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Less Gut Feel. More Logic 

In only a few years the design 

industry has undergone a dramatic 

transformation. This has come about 

for two main reasons. The first is 

consumer awareness. The second is 

technology. 

In order to understand the 

'educated consumer', it has been 

necessary to develop a greater 

understanding of what motivates him 

or her- influences, likes dislikes, 

lifesty le, combined into a profiling 

systen1 which has come to be known 

as psychographies. 

Once the target consumer has 

been defined it has also b en 

nee ssary to know wh re hi h 

densities of like people li e, shop and 

entertain themsel es - th at is 

demographics. 

This enables cost-eff cti\ e 

targeting of the ve hicle v. hich carri 

the creati e message. In turn, the 

w hole consu1ner anal) si need ha 

spurred the indu tr to turn to 

technoloa for the tools w hich v.rould 
b 

h lp it interpr t the data. 

Thi is where the computer 

cotnes in. At th production end of 

our busines , it ha opened up 
. . . 

er at i e opportun iti In pnntinb 

and photograph . Silicon chip-dri en 

photographic hard ware n ' read 

the col ur mak -up of an riginal 

for perfect n1atchin and duplic::tti n 

in rh printino pr ce . 

e pnnt d Co1npl x hape 

and ut and th n f lde t f rn1 thr e-

din1 en i n·1l p int- f- ~l dispb) . 

H 
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In the studio the computer has 

become indispensable for its ability to 

perform sophisticated functions in the 

process camera and photocopier. We 

now produce instant and inexpensive 

full-colour copies of mock-ups for 

presentation purposes. Computer 

graphics provide the designer/ 

technical with the flexibility to 

investigate all the creative 

permutations on screen. This has 

revolutionized the design and 

manufacture of animated video 

commercials/presentations and 

audiovisual slides. 

At the front end of the industry, 

the computer has had an even greater 

Impact. 

The collection and storage of 

information on large numbers of 

consumers has allowed analysis for 

trends and patterns to be identified 

and forecasted. This sophisticated 

system which accumulates, analyses 

and presents the information now 

helps define the design brief. 

On this sound, logical, analytical 

foundation the creative talent of the 

designer is overlaid. What results is 

design which is still fresh and exciting, 

but is now much more likely to work 

-the synergy of art and science, or: 

less gut feel and more logic. 

Raymond Stern 

joint Managing Director 

Scott Stern Associates 

co tt Stern As oc ia t c 
Packaging dcs1gn or ~con ish 
and • 1cwcas le Brewe r·, I 1<. 

Pace Communications Group 
C o mme rc ia l real e state m a r keting 

JWT Entertainment 
Po ste r dc ~i g n for 20th Cl·ntur y !·o x 

Trom son Monroc 

Trading Identities 

During the past fi vc years, the business 

environment everywhere has been 

ch3racterised by ch3nge and 

restructuring. Whether driven by 

con1petition, pressure fron1 investors 

or legislation, the result has been a 

wave of mergers 3nd acquisitions, 

buyouts, downsizings, divestitures, 

spin-offs and corporate 
. . 

reorgan1sanons. 

Implicit in all these activities is 

change- change that provokes the 

need (and opportunity) to redefine 

the corporation; and its image. 

Last year, over 1800 comp3ntes tn 

the US changed their names. Many 

others modified elements of their 

visual presentation. All these 

corporations were engaged in the 

process of re-evaluating their 

id en t i ties and adjust i n g the n1 to fit 

the new realities. 

Restructuring activities give rise 

to several key identity issues. 

After the deal: who are we? The 

primary purpose of a well-conceived 

identity progran1me is to bring 

internal and external perceptions of 

the corporation and its capabiliti es 

into alignment with management's 

overall business objectives. In effect, 

the aim is to ex press the corporation's 

goal s and capabilities in visible forrn. 

frequent! y, these are the very elen1ent 

that are radicall y alt e red. 

\ 
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The c h an g c can be as si n1 p le as an 

expansion of geographic:d coverage 

- fron1 lo cal identit y to a regional 

presence, or national focus to a 

global i n1age. More cornplex issues 

arise \vhen an organisation 

sign i fi c a n tl y al t e r s i t s cor c 

capabilities ;\\ hen an in surance 

con1pany expands into real es tate or 

brokerage, or a tobacco cornpan y 

begin s dealing in food . 

The role of the ide ntit y consu ltant 

is to help n1anagen1ent anal) se th e 

irnpact of such changes and articu late 

the answers to the fundarnental 

question s 'Who are we?' and 'What 

do we do ?' Of equal i rnportance, o nc e 

the answers have bee n defined, is the 

de ve lopment of an identity systern 

co rnpri s i ng a variet y o f verbal and 

vis ual requircn1ents to con1n1unicate 

the desired messages. 

D o7.Dnsizing cznd n.:structu ring : 

corporate dow n sizing or restructuring 

flip s the is ue rai sed b~ · m erge r or 

acquisition the o th e r \Va) up. The 

sa rnc questio ns n1ust be asked, but the 

answers arc often in direc t oppositio n 

to the hi stor v and tradition of the 

corporation. The chcn1ical co n1pan y 

that is no lo nge r in chen1icals, the 

industrial bo iler n1 a nufacturer thJt 

se lls it s boi ler o p e rati o n s to a joint 

ve ntuJ-e- each needs to redefine it s 

nature and establi sh a new identit y in 

the m a rketpl ace . 

Operations t hat h a \·c been spu n 

off also face a cornrnunications 

c h a 11 e n g e . r re que n t I y the) n1 us t 

es tabli sh a public im age and presence 

for the first ti1ne. Eve n th e fo rtunJtc 

o ne\ wit h a m arketin g o r brand 

identit) to build on n1ust extend that 

identit) with their financial and 

broader public audiences. 

Redundan cies and cost pressures: 

n1ajor takeovers often create issues of 

redundanc y. It is not unusual to find 

corporations operating under 100 

or n1ore identities worldwide, 

with duplicate comn1unications 

departments and functions. Clearl y, 

supporting 10 identities in the 

n1arketplace is more costly than 

supportino one or two. Which 

identities have real equity and which 

can be elin1inated? For those that are 

being weeded out, questions such as 

cc Ho\\ ? , and "Over what period of 

time?" n1ust equally be answered. 

AI ternati \ el y, is there an 

opportuni t) to le verage existing 

comn1unications ex penditures by 

ex te ndin g an in1age, or con1bining 

or endo rsing o ne \\ ith another? 

LBOs: o ne audience subtracted? 

Managen1ents of LBOs face a 

unique con1n1unications challenge. 

Bccau e tock exchange reporting 

requirem ents no lon g r appl y, 

n1ana gers sto p using th e most 

con1mon mechanisms for 

communicating as a corporate entity. 

The business press may follow the 

corporation less regularly. 

When management also cuts 

communications spending in 

response to cost pressures, the LBO 

corporation can virtually disappear 

from public v iew. 

Most LBOs need actively to 

maintain a public presence. Apart 

from anything else, their long-term 

business plans probabl y require that 

they even tu ally become public 

corporations again. Withdrawal from 

public iew, while often appealing to 

rnanaoement in the short term, runs 
b 

directly counter to this objecti\ e. 

Such issues as these are the result 

of unstoppable change. More than 

e er, thi s change undersco re the 

rnarket value of strong corporat and 

brand identitie , as we ll a th e 

in1portance of in esting in their 

upkeep . 

Kenneth J Robert 

Principal 

Anspach Gros n1an Portuhal 

Ansp:1 ch Gross m :m Portug:.tl 
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Why Hispanic Programmes 

Are A Necessity 

As I set out on my trek to sell the 

notion of Hispanic advertising across 

corporate America in 1976, what I 

found at General Foods was typical. 

When I suggested to the Kool-Aid 

product manager that she should 

invest in a Hispanic programme, she 

replied that the product already had 

a programme in which the company 

was spending $50,000 on Hispanic 

media. Was that $50,000 a week or a 

month? ' o,' she said, 'that's $50,000 

a year.' 

The Kool-Aid story was recurring 

o er and o er. Major US brands, 

heavil y upported generally, were 

getting only token support in the 

Hi panic market. Ironically, within 

this en ironment of tokenism a 

ucc essful network of Spanish­

programmed TV and radio stations 

wa coming into being as local 

merchants showed the big 

corporations the way. If corporate 

A n1 erica failed to appreciate the 

al ue of Hispanic advertising, local 

car dealers, supermarket chains, retail 

cl thin tores, denti ts and lawyers 

J WT C:t n ada 
i>r~: ~~ ~..tmp.llhn !OJr t\k .tn 

\X' PI ( ,n 1J pi 50 

from New York to San Antonio 

certainly didn't. They pro\ ided the 

dollars to start and build Hispanic 

media. 

How to ge t p eople like the Ko l­

Aid product manager to appreciate 

the importance of Hispanic 

advertising to their business? 

I convinced her that the $50,000 

token investment wasn't worth a 

damn. That wasn't a hard sell. 

Then I convinced her that there 

was a reasonable chance that bv 
.I 

concentrating the n1oney in one 

Inarket on TV, w ith original Hispanic 

commercials, the company could 

motivate Spanish-speakers to bu y, 

and Kool-Aid sales would boom. 

Kool- Aid bought the test idea, 

went ahead with it, and sales i ncrcascd 

17°/o in two months. The plan then 

went national with a $1.5 n1illion 

budget. The result \Va no fluke. We 

repeated the Kool-Aid succe across 

the land with many other brands. 

Tokenism gradually evolved into 

something more serious as the big 

firms saw the opportunity for 

advertising in Spanish, through 

Span ish n1edia, and responded to it. 

That's how we built Mendoza, Dillon. 
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For~ t~rt, Hisp~nic n1cdi~ h~ve 

c o m 111 i tt c d t h c 111 se 1 v c s to fie 1 d i n g ~ 

rating scr\ ice th:it \\'ill n1atch the 

Anglo counterpart in rcliabilit). This 

service should be nationallv available 

by 1990. And \vith the advances in 

n1cdi~ r~ninhs \\ill con1c a syndicated 

authori cni vc rcadi ng of n1onthl y or 

bitnonthl y brand n1arkct shares 

among Hi spanics. Again, product 

111anagers have this in forn1ation on 

the Anglo side, but the reassurance 

of Niels<.:n is lacking in judging the 

effectiven ess of Sp~nish ~dvcrtising. 

Fifteen yc~r ~go \vhcn a client 

asked about n1cdia ratios and volun1e 

impact for a Spani sh progL:tn1n1c, the 

response fron1 the agency was, 'trust 

me'. Some tru st \Vas fo rthcoming­

but not too n1uch. \Xlith the 

en1ergence of authoritative measuring 

devices in media and n1arket sh:1re, 

'trust me, can be replaced \\ i th 

'believe n1e read the Niel en'. Clients 
' 

can then move confident!;, and 

aggre ss ivel y, forward with Hispanic 

progran1rne s that vviliinake ~real 

difference. 

Richard Dillon 

Chairman 

Mendo7.a ~ I)illon 
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By providing clients 

with creative solutions 

to their communications 

requirements, WPP 

Group companies won 

over 300 major awards 

on their behalf in 1988. 

These are just some 

of them. 

·.t-. lit-

MULTI-NATIONAL AWARDS 

USA and Canada 

Anspach Grossman Brouillard 

Portugal Communications 

Conroy's Flowers Blue C ross/ 

Digital Communications Blue Shield 

Associates I ne Integrated Resoun:es 

Fireman's Fund lrving Trust 

March of Dimes Salvation Army 

Raytheon Union Mutual 

Texaco Star United Way 

Hill and Know/ton 

All state 

Amfac, lnc 

CAFR Programmt· 

Economic Club ut 

Chic.1go 

hr't h:da.1l of 

K.ll.lm.u.uo I 'JS7 

hrst l'lorida Bank, 

hsha-l'ricc· 

Kr.1ft 

:\lilt·,, I ne 

.\lon,.1nw 

( )pl'n Soft w.HL' 

l·, ,und.lti<>n 

1'.1cific 1\t·,uurcc·, I ne 

Tn.l\ Cit\ -!..1 .\l.uqul' 

Zit·gkr St·curitil'' 

HLSCorp 

J.lll""l'll 

l'h.lrll1.lc'L'lltic·.l lnc· 

J. Walta Tbompson 
/Jirect 

l·urd 

I' hunt·.\ I.n L' 

Lord, Gel/er, Federico, 

Einstein, /ne 

C:hl' mic.d B.1nk 

I k.1n \\'inn 

lB.\ I 

Phd l>011.1hut· Sho\\ 

Tlw l\;.uion,\1 ..,.,C it'l\ to 

l'r<'' l'J\l Bl1ndnt·" 

Mendoza , Dillon & 

Asociados, /ne 

Covl'r Girl 

Drug l·:nfon:emem 

A gene~· 

Lc.:,·i's 

( )rt·-lda 

SBG Partners 

Berklc.:v 

Ch.lSc.: & S.1nborn Foods 

Culin;\r\' Brands 

Hc.:rit.1gc.: K ircht·n 

Kr.1ft 

.\I inol'ro I ntc.:rn.uiunal 

:"-.:.1lk,·\ hnc.: l'oods 

:\.1! i ,.L. l'i.ul!s, I ne 

~utri-Cht'L'Sl' 

Spt·ci.llt\' l'oo ds 

Uni,·ns.~ll ·oods 

Tbompson Recruitment 
Advertising 

A M I l'.1rk Plaza Hospital 

Bell Northern Rc.:search 

DCH Rc.:gional Medical 

Ct·ntc.:r 

I )isnt·\· world 

Gc.:orgi.l B.lptist Medical 

Ccmc.:r 

Hewlett-Pack.lrd 

Los Angt•ks Count\' / 

USC ,\lcdic·.ll Centc.:r 

Midl.mtic North 

Northern l<:kcom 

S.1nt.1 B.lrb;ll';l Cottage 

Hospit.ll 

Wang 

Walker Group!CN/ 

Bloom•ngtl.ik 's 

.fnrel, lnc 

Woodward & Loth rop 



Eurupe 

Conquest Europe 

Milan 

Maruzzelb. 

World Wildlife Fund 

]. Waiter Thompson 
Athens 

Bravo SA 

]. Waiter Thompson 

Brussels 

IBM 

Panasonic 

]. Waiter Thompson 

Frankfurt 

De Beers 

Monroe Auto 

Equipment 

]. Waiter Tbompson 

Helsinki 

Leaf Hell as 

]. Waiter Tbompson 

Istanbul 

AEG 

IBM 

IS Bank 

Oliveni 

]. Waiter Thompson 
Italy 

Cavit Wine· 

De Beers 

Halls Mentho [_,·ptus 

Kodak 

Kraft 

Lea~ue for thl' 

Emancipation ut tlw 

Handictppcd 

Matte· I 

Pan a sonic 

Yomo Yi>ghun 

] . Waiter Thompson 

Madrid 

De Beers 

Kodak 

Nescafc 

Rolex 

]. Waiter Thompson 

Manchester 

Chance Pilkington 

Greenall Whitley 

Manchester 

Evening News 

Northern Telecom 

Sharp 

]. Waiter Thompson 

Paris 

Alfapa.: 

Chronopost 

Gucrlain 

]. Waiter Thompson 

Portugal 

lkbccar 

Bcicrsdorf 

Cop.tz 

Lusi1.1nia Vida 

Phi lips 

Unik·H·r 

]. Waiter Thompson 

S'Weden 

Kcmct~·l 

Mando Marketi11g Ltd 

London 

Corgi C.trs 

McColl 

London 

hrst C.tpnal Citv 

DcH·lopmcnts Ltd 

SampsonTvrrell 

Lond011 

I >igit.tl Equipment Co 

Asia Pacific 

Hill and Know/ton 

Asia 

First Pacific Group 

Hewlett-Packard 

Hutchison Whampoa 

National Development 

Information Centre 

Spencer Stuart 

]. Waiter Thompson 

Bangkok 

IBM 

S Cjohnson 
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On the occasion of the 

125th Anniversary of 

J Wafter Thompson 

Company it may be 

appropriate to reflect on 

today~ role of media 

advertising by reviewing 

the definition that ]ames 

Wafter Thcmpson himself 

included in his 1909 

'Blue Book '. 

A careful review 

shows that the 

"Commodore " 

anticipated the 

implications of clients ' 

geographic and 

functional expansion, the 

inter-relationship of 

marketing services and 

the significance of media 

buying. 
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G; Out of the condition of concentra ted production grew the big and 
brand new problem of dis tribution. How was a hat manufacturer 
in Connecticut going to tell the people of Ohio th at his hat s were the 
best for the money ? What miracle of commerce could spa n a thou­
sa nd miles? 

CJ; For two gene rations after the manufac ture of goods on a large 
scale had begun, their di stribution was a haphazard affair. The man­
ufacturer ~ad to depend entirely on the country storekeeper and the 
equally umnterested proprietor of the city shop. His name did not 
reach the ~onsum er ; he was always in danger of losing his entire 
trade m a smgle year; he lived in the shadow of the nightmare of cut­
throat competition . 

CJ;Another economic force was needed-a force , or an idea-that 
would effec a revolution in selling in the sam e wa y that Watt's 
s team engme revolutionized manufacturin g. 

Q; That force wa Advertising. 

q Advert ising wa s not invented li ke a patented clock-nor is it a 
sc heme, like a plan to rai se money for a college or a church. It is the 
permanent result of an economic re volution which brought it to the 
sur face after centu r1e s of ferment . l t sprang into existence in a 
hundred places, and in a hundred different ways at once. It is a part 
of the existing commercia l univers e. It could not be abo lished or 
reduced o any noticeable degree without changi n g the entire eco­
nomic a pect of li fe . 

G; We take the spa-:e to say all this-in a somewhat parenthet ical way 
-for the benefit of the man, to be met here and there. who s till be­
lieves all advertisi ng to be a sheer waste. If you have anything worth 
adve rtising. and do not advertise it , you arc simply keeping yourself 
out of touch wi th the world's progress. It is an essential part of bus i· 
ness--a nd if you leave off tha t essential, the world , with all its hum 
a nd s tir, will pass you by. 

G; ( Another parenthe3is.-and the las one-

0: Tt cos ts two dollars to go on the trai n from New York to Phila ­
delphia a nd it takes two hours. I t costs nothing to walk , and it takes 
a bou th ree days. The man who walb ca n jingle two silvu dollars 
in hi s poc ket and o.a y to hjmself : " Well , I'v~ saved two dollar s tha t 
I mig h have thrown away on railroad fare .' ' And the merchant who 
does n't adverti !l can look over hi s bank account a nd sa y : " 1 might 
h:tve thrown away a lot of money on advertising, but I didn't.") 

3 

\X f>I J("·( uppl 56 

MEDIA ADVERTISING 1 9 0 9 

S"" Yo-rk 
8 t.c~ 
Cl c~ 

] . W a i ter T h omp son C ompany 
n~u r c ( ~ ..... . 
t •• , t 

Advertising as a Selling Force 

Su>t th ou a man dllig<nr In hi> bu>ineHl Ne >hall srar.d 
be f o rt king>: h< >hall not >land b<fort mean Dun.- F'rota b> . 

~~HE only m•n who<o bu•lnm do" n o< n«d •d""'' '"< ; , 
the man who does not want to sell anything . 

,~ ' ~ G;No matter what you are selling, or how your b~sincss is 
· carried on, or what conditions surro und it , the nght kmd 

of advertising would be profitable to you. It may be difficult to dis­
cover just what kind of advertising you ought to do, and how much 
of it to do--but the difficulty of do ing a th ing right does n't prove that 
the thing ought not to be done . 

G; In answer to th is, you may say : " My b usin ess has been es tablished 
for twenty years . I have always sold my goods w1thou t advertising 
a nd have made money; and I am selling them now and making money . 
Why should I advertise?" 

Q; If that is your point of view. s top and think of this : 

<J:In the last ei gh teen years the population o f the United 
States has increased 30 per cent. Ha s the number of your 
customers grown proportionately? 

(IIn the last eighteen yea rs the total wealth of the Un ited 
States has increa sed about so per cent. Ha s the va lue of your 
business increased in the same proportion? 

0: You have competitors who advertise-very likely . Their 
business is younger than yours. and is growi ng. Where 
does their trade come from, and why didn't it come t o you? 

Q;These rema rks apply with as much force to a man who does a local 
business. Study the population and the growth of your locality. see 
what your competitors are doing. a nd then look yourself s t raight in 
the face and answer this question : " Am I keeping up with the pro­
cession or n ot?" 

<J:Advertising not only creates business. but holds it. 

G; If the world was at a stand sti ll there would be no need of adv er ­
tising , or much effort of any kind. But the swift current of life keeps 
moving, and you must move with it all the time, or be left far behind . 

tte w Yt.tk 
H.-, ~n 
C l t Yt...tr..d 

j . Wa i ter T ho m pson C ompany 
Chsc • 4 • 
C.&ncan n "'' 
D e l r 

G;It 's an impressive thought that the vast fabric of publicity. woven 
into t he fl esh and bones o f commercial life , had its beginning le ss than 
fifty years ago. It co uld not have developed to such giga nti c propor­
tions in a few decades unless it h ad met with a tremendous public 
response . 

G;The proof of the value of advertising lies in it s august hi s to ry . Its 
growth is unparalleled in the annals of commerce . The impulse that 
gave it impetu s and momentum came not from on e man, nor fr om a 
dozen men, but fro m tens of thousands . 

G;It is a n evolut ion as natura l as the growt h of democracy through­
ou t the world . 

<l;lf you are in teres ted in the small beginnings of great things . turn 
to a file of H arptr '5 Wukly. or some other p er iod ical of the late sixties . 
and you will see a thi n and trickl in g stream of advert is ing runnin g 
through the ir pages . These advertisements were small and c rude . 
They w ere character ized either by a furt ive t imidity-li ke that of a 
gangling count ry yo u t h of sixteen--{)r by a brazen and clamorous 
effrontery that would abash a li gh tning-rod agent . 

G;The magazines and week lies of that day did not care for advert is­
ing-for it was merely an annoyance-and no journalistic eye was 
suffic ientl y prophet ic to look into the misty future, around 18go or 
rgoo, and s ee the advertising pages running a contes t . for point s of 
in teres t , wi th the tex t. 

G;At the present time the re are perhaps 24.000 newspapers a nd 
other pe riodicals in the United States and practically eve ry o ne car ­
r ies a ll the advertis ing it ca n get-while the combined expenditure 
for publici ty annua lly put ou t by America n advertisers runs into many 
millions of dollars. Thi s large o utl a y is augmented by the millions 
invested in billboard space and car ca rd s . 

G;H aving foll owed the development of adverti s ing thus far . we may 
pertinently inquire : What is the secret of it s vigor? Why did thi s 
method of se lling goods. unknown to o u r fa thers , g row to s uch giga n ­
tic proportions in a s ingle g eneration? 

O:The nnswcr is this : Adverti si ng draws a st raight line from the 
manufacturer to the consumer. Thes e arc the t wo p o ints that limi t 
the problem of production and consumption . and adverti s ing is t he 
short es t line between them. It ha s made the h it -o r -miss selling 
methods of s ixty years ago as obsole te a s the Edict of N a ntes . 
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o; Advert is in g is simply new s abou t your goods. This being the 
case . it is a fair assumption that 1f your customers do not see any 
news from you for a lon g t im e, they will g et in to the habit, after a 
while . of thinkin g of you as som e on e the y "used to know." 

Adverti.sind q If yo u had li v ed m the days of Alexander H am­

us un 

Economic 
Force 

ilt o n the o nl y good s you co uld have purchased at 
a s tore would have been s taple merchandise, like 
sugar o r salt. or cloth in the bolt . The villa g e 
shoemaker would have made your shoes, and you 

would have o rdered your h a t s made by a hatter . The prices would 
have been ridiculou s ly hi g h compared t o those of to-day. In the 
next to w n goods mi g ht ha ve cos t more, or less. according to circum­
stances. There wa s n o uniformity o f pri ce o r quality. or of supply 
or demand . 

qThi s was before the Industr ial Revolution-a term that economist s 
h av e created to deno te the epoch of concentrated factory production 
th a t foll owed the invention of Watt's s team en g ine a nd other labor­
sa vin g devices . 

a_;But commerce, in all it s pha!>es, was on the verge of a momentous 
change . The echoe s of Napo leon' s final smash- up died away among 
the whir of loo ms and the clank of machinery. 

qThe rustic s hoemaker closed hi s s hop and go t a job in a shoe fac­
tory. Immense plants . driven by steam . aros e wherever water power, 
or coal, could be found . Workmen . . en gaged in highly speciali zed 
labors, were employed for their whole time . Raw materials wet'e pur­
chased in large quantities . and the swiftest machinery was devised to 
do what men once did with their hands . 

a_;The result was a n immedia te and unparalleled growth of industry, 
a tremendous reductio n in primary cos t s . a nd an immen s e increas e in 
the production o f manufac tu r ed articles . 

qBut-

0: While this solved the vast economic problem of production it left 
the other s ide of the question unsettled . What was the use of man­
ufacturing a hundred thousand hats every year in a village that could 
not afford to buy more than three thousand? 

N f' w Y t r lt 
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The Advertl.sind 
Field Is 

Broaden in~ 

qAr! verti5i n g as a s elling force i s y et in it 
infancy . Man y possibilit ie s arc ye t und e­
veloped . The 5u rfa c e o f the soil has been 
o nl y scra tched . 

qRemember-advert is ing n ot o nl y places the seller in touch with 
the consumer for the purpose of satisfyin g a demand already exist­
ing . but it creates new demand s . The force of publicity turns the 
luxury o f to -day 1.1to the necess ity of to -morrow. 

qAdvcrti si n g has a tenden cy to broaden in scope . In fact, its his ­
tory might be graphica lly illustra ted by a s eries of widening cir les . 
The first advertisers were local merchant s, b ut a fter the trade of n 
loca lit y wa s secured . it w as on ly a n o ther s tep to go after the trade of 
the s urround ing ter n tory. and then the tra de of the nation. 

G;Twent y years ago i t wa s thought that the poss ib ilities of adver­
tising were limited to the exploitati o n of a few products, and it was 
predicted that th e first man who adverti s ed men's clot hin g nationally 
wou ld fai l. N ow we are a CliSt omcd to see men 's suits adver ti sed in 
a lmos t every periodica l. and t o the long li s t o f advertised article 
t he re h ;:l\le been added collars. dress linings. co llar buttons . sus­
penders. c ement . ru gs . s late roofing . la nd s fo1· coloni s t 5. rubber heels. 
wri tin g paper. telepho ne and telegraph s rvi ce-and innumerable 
commodit ies intended to sausfy almos t ever y human want . 

q Y ou may be producing an a rti cl e that l.a s never bee n advert ised. 
but d o n o t infer from this that it c ilnn o t he adverti s ed profitably. 
The fa c t that you arc selling tt 1nd i..:a te s that it fills a need . The 
right kind of advertising ts c ertai n t o find new aven11c s of sale . 
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DIRECTORS' REPORT 

The directors have pleasure in presenting their annual report, together with the :lUdited accounts for 

the year ended 31 December 1988. 

Profits and Dividends 

The profit on ordinary activities before tax for the year was £40,318,000 (1987: £14,117,000). 

The directors recommend a final dividend of 12.4p net per share which, together with the interim 

dividend of 5.4p net per share, makes a total of 17.8p net per share (1987: 6.4p). 

The retained profit of £14,089,000 is carried to reserves. 

Review of the Group 

The Company is a holding company. 

The principal activity of the Group is the provision of marketing services worldwide. The Group 

expanded during the last year by completing ten acquisitions of which five were in Europe and five 

were in the United States. 

A full review of the Group's activities during the year may be found elsewhere in this document. 

The consolidated balance sheet includes a conservative valuation of certain corporate brand names. 

Details of this and other movements in fixed assets are set out in notes 10 to 12 to the accounts. 

Directors 

The directors' interests, including family holdings, in the Company's share capital held beneficially 
were as follows: 

Ordinary Shares 

9May 31 December !January 
/989 1988 /988 

J R Symonds 12,547 12,547 12,547 
J J D Bull more 3,000 3,000 3,000 
SHMKing 

RE Lerwill 20,075 20,075 20,075 
J A Quelch 400 400 
GC Sampson 289,515 289,515 289,515 
MS Sorrel! 930,287 930,287 930,287 

Mr RE Lerwill has been granted options under the Executive Share Option Scheme in respect of a 
total of 115,888 Ordinary shares. 

Mr J J D Bull more retires by rotation and, being eligible, offers himself for re-election . 

Mr S H M King was appointed to the board on 1 January 1989. He therefore retires and, being 
eligible, offers himself for re-election. 

Neither Mr Bullmore nor Mr King have service contracts which exceed one year in duration . 

No director had any interest in a contract of significance with the Group during the year. 



DIRECTORS' REPORT 

Non-Executive Directors 

John Symonds Ius been chairman of the WPP Group for the past eight years. A solicitor, he has been 

a partner in a legal practice in Kent for 33 years, the last three as senior partner. 

Jeremy Bull more took up his post of non-executive director in 1988 after 31 years at] Waiter 

Thompson, London, the last 11 as chairman . From 1981 to 1987 he was chairman of the Advertising 

Association. He has written prolifically and lectured extensively on marketing and advertising. In 1985, 

he re<.:ei\'ed the CBE. 

Stephen King was appointed non-executive director on I January 1989 after 31 years at] Waiter 

Thompson, ultimate} y as Research and Planning Director. A founding father of the agency planning 

function in advertising agencies, he is author of the standard text, Developing New Brands, as well as 

authoritati vc articles on branding. He is currently Visiting Professor of Marketing Communications 

at the Cranfield School of Management. 

Professor John Quelch, who became a non-executive director in 1987, is professor of business 

administration at Harvard University Graduate School of Business Administration. An established 

writer on marketing issues and public policy issues, he is also author of many books on marketing 

management. 

Substantial Shareholdings 

The Company is not aware of any interest representing 5 per cent or more of the existing issued share 

capital of the Company. 

Close Company Status 

The directors have been advised that the Company is not a close company within the meaning of the 

term s of the Income and Corporation Taxes Act 1988. 

Share Capital 

The number of Ordinary shares in issue increased during the year from 36,669,696 to 39,707,643. 

The increase is accounted for by shares issued as part consideration for acquisitions. Full details of all 

share movements during the year are given in note 19 to the accounts . 

Subsequent Events 

Three acquisitions in the areas of public affairs and sales promotion have been completed subsequent 

to 31 December 19HH. On 29 March 1989 the Group also announced agreed terms for a recommended 

offer for a U K quoted market research company. These events are described in note 22 to the accounts. 
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DIRECTORS' REPORT 

Disabled Employees 

Applications for employment by disabled persons are always fully considered, bearing in mind the 

aptitudes of the applicant concerned. In the event of members of staff becoming disabled every effort 

is made to ensure that their employment with the Group continues and that appropriate training is 

arranged. It is the policy of the Group that the training, career development and promotion of disabled 

persons should, as far as possible, be identical with that of other employees. 

Employee Consultation and Involvement 

The Group places considerable importance on the contributions to be made by all employees to the 

progress of the Group through their respective companies, and aims to keep them in formed on matters 

affecting them as employees and on developments within the Group. This is achieved by formal and 

informal meetings at the individual company level, and distribution of the Annual Report and 

Accounts throughout the Group. 

The Executive Share Option Scheme is available to all full-time employees of the Group nominated 

by the directors of each company within the Group. Options have currently been granted to a total 

of 330 (1987: 242) employees over a total of 2,486,277 (1987: 1,560, 943) I Op Ordinary shares of the 

Company. The exercise of these options is generally conditional on the profit performance of the 

employee's company. 

Charitable and Political Contributions 

The Group contributed £49,767 to UK charities and £500 to the Conservative Party in 1988. 

Auditors 

The directors will place a resolution before the Annual General Meeting to re-appoint Arthur Andersen 
& Co. as auditors for the ensuing year. 

By order of the Board 

DJ Stevens 

Secretary 

9 May 1989 



STATEMENT OF ACCOUNTING POLICIES 

A sumnury of the principal Group accounting policies, all of which have been applied consistently 

throughout the year and with the preceding year, with the exception of accounting for intangible 

fixed assets, is set out below. 

Basis of Accounting 

The accounts arc prepared under the historical cost convention, modified to include the revaluation 

of land and buildings and corporate brand names. The consolidated accounts include the results of 

the Company and all its subsidiaries made up to the same accounting date. The results of subsidiaries 

acquired during the year are included from the date of completion of the acquisition. 

Goodwill 

Good wi 11 represents the excess of the cost or value attributed to investments in businesses or 

subsidiaries over the fair \·alue of the underlying net assets at the date of their acquisition. Goodwill 

arising on consolidation is written off against reserves in the year in which it arises. 

Intangible Fixed Assets 

Intangible fixed assets comprise certain acquired separable corporate brand names. These are shown 

at a valuation of the incremental earnings expected to arise from the ownership of brands. The 

val uations ha \"C been based on the present value of notional royalty savings arising from the 

ownership of those brands and on estimates of profits attributable to brand loyalty. 

The valuations, which this year represent a change in accounting principles, are subject to annual 

review and arc accounted for through a revaluation reserve. No depreciation is provided since, in the 

opinion of the directors, the brands do not have a finite useful economic life. 

Tangible Fixed Assets 

Tangible fixed assets arc shown at cost or valuation less accumulated depreciation. 

Depreciation is provided at rates calculated to write off the cost or valuation less estimated residual 

value of each asset on a straight-line basis over the estimated useful life, as follows: 

Freehold buildings 

Leasehold land and buildings- over the term of the lease 

Plant and machinery 

Fixtures and fittings 

Motor vehicles 

- 2QO;c or 250/c 

- IQO;c to 25% 

- 250,c or 33•!JO;o 

Surpluses arising on the rc\·aluation of tangible fixed assets are credited to a non-distributable 

rn·aluation reserve. On the disposal of a revalued fixed asset the revaluation surplus is transferred 

to distributable reserves. 

Investments 

I nvestmcnts in subsidiaries arc stated in the Company's accounts at cost less amounts written off for 

permanent diminution in value. 

Stocks and Work in Progress 

Work in progress is valued at cost which comprises outlays incurred on behalf of clients, or the value 

of work pcrfurmcd un uncompleted assignments or products. Provision is made for non-recoverable 

costs where .1ppropriate. Stocks are stated at the lower of cost and net realisable value. 
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STATEMENT OF ACCOUNTING POLICIES 

Debtors 

Debtors are stated net of provisions for bad and doubtful debts. 

Taxation 

UK Corporation tax, US Federal, state and local taxes are payable on taxable profits at the current 

rates prevailing. 

Deferred taxation is calculated under the liability method and provision is made for all timing 

differences which are expected to reverse, at the rates of tax expected to be in force at the time of 

the reversal. 

Pension Costs 

The companies within the Group operate several contributory and non-contributory pension 

schemes. The scheme funds are administered by Trustees and are independent of the Group's finances. 

Actuarial valuations of the schemes are carried out at various dates in accordance with the terms of 

their respective Trust Deeds or more frequently as deemed appropriate . Contributions are paid to 

the schemes in accordance with the recommendations of independent actuaries to enable the Trustees 

to meet from the schemes the benefits accruing in respect of current and future service. The Group's 

contributions are charged against profits in the year in which contributions are made. 

Turnover and Revenue 

Turnover comprises the gross amounts billed to clients in respect of commission based income 

together with the total of other fees earned. Revenue comprises commissions and fees earned in 
respect of turnover. 

Turnover and revenue are stated exclusive of VAT, sales taxes and trade discounts. 

Translation of Foreign Currencies 

Foreign currency transactions arising from normal trading activities are recorded in local currency 

at current exchange rates. Monetary assets and liabilities denominated in foreign currencies at the 

year-end are translated at the year-end exchange rate. Foreign currency gains and losses are 

credited or charged to the profit and loss account as they arise. 

The profit and loss accounts of overseas subsidiaries are translated into pounds sterling at average 

exchange rates and the net investments in these companies are translated at year-end exchange rates. 

Exchange differences arising from the retranslation at year-end exchange rates of the opening net 

investments and results for the year are dealt with as movements in reserves . 

Loan Notes with Detachable Warrants 

The net proceeds from the sale of loan notes with detachable warrants are allocated between loans 

and capital reserves based upon the relative fair values of the notes and the warrants . Any resulting 

loan discount is amortised over the loan term as interest expense. 



Notes 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 

for the year ended 31 December 1988 

1988 1987 1988 

£000 £000 $000 

Turnover 2,251,306 1,097,775 4,010,702 

Revenue 547,129 284,082 974,710 

Cost of sales (105,313) (65,160) (187,615) 
-----· ---

Gross Profit 441,816 218,922 787,095 

Other operating expenses (net) (390,380) (197,468) (695,462) 
~-~--- ··----- --

Operating Profit 51,436 21,454 91,633 

I merest receivable 7,926 3,739 14,120 

Interest payable and similar charges (19,044) (11,076) (33,926) 

Profit on Ordinary Activities before Taxation 40,318 14,117 71,827 

Tax on profit on ordinary activities (18,930) (6,810) (33,724) 

Profit on Ordinary Activities after Taxation 21,388 7,307 38,103 

Minority interests (266) (222) (474) 

Profit for the Financial Year 21,122 7,085 37,629 

Dividends paid and proposed (7,033) (2,337) (12,529) 

Retained Profit for the Year 14,089 4,748 25,100 

Earnings per share 55.0p 32.1p $0.98 

1987 

$000 

1,844,262 

477,258 

(109,469) 

367,789 

(331,746) 

36,043 

6,282 

(18,608) 

23,717 

(11,441) 

12,276 

(373) 

11,903 

(3,926) 

7,977 

$0.54 

The main reporting currency of the Group is the pound sterling and the accounts have been prepared 

on this basis. Solely for convenience, the accounts set out on pages 65 to 69 are also presented 

expressed in US dollars using the approximate average rate for the year for the profit and loss 

account (1988: $1.7815=£1, 1987: $1.6800=£1), the rate in effect on 31 Decemberfor the balance 

sheets (1988: $1.8090=£1, 1987: $1.8785=£1), and a combination of these for the statement of source 

and application of funds. This translation should not be construed as a representation that the pound 

sterling amounts actually represent, or could be converted into, US dollars at the rate indicated. 

The accompanying notes form an integral part of this profit and loss account. 
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CONSOLIDATED BALANCE SHEET 

as at 31 December 1988 

1988 1987 

£000 £000 

Fixed Assets 

Intangible assets 175,000 

Tangible assets 86,378 79,184 

Investments 4,678 3,464 

266,056 82,648 

Current Assets 

Stocks and work in progress 34,340 37,920 

Debtors 266,405 247,836 

Investments and assets held for resale 13,912 115,273 

Cash at bank and in hand 92,591 72,616 

407,248 473,645 

Creditors: amounts falling due within one year (437,079) (454,733) 
------- -- - - -- · - - - -

Net Current Assets (Liabilities) (29,831) 18,912 

Total Assets less Current Liabilities 236,225 101,560 

Creditors: amounts falling due after more than one year (140,761) (91,333) 

Provisions for Liabilities and Charges (34,603) (74,719) 
-- -----·-- ---- -

Net Assets (Liabilities) 60,861 (64,492) 

Capital and Reserves 

Called up share capital 3,973 3,670 

Merger reserve (150,603) (89,423) 

Other reserves 185,259 13,233 
Profit and loss account 21,052 6,963 

Shareholders' Funds 59,681 (65 ,557) 
Minority interests 1,180 1,065 

Total Capital Employed 60,861 (64,492) 

Signed on behalf of the Board on 9 May 1989 

Directors 

R ELerwill 

MS Sorrell 

1988 1%7 

$000 $000 

316,575 

156,258 148,747 

8,463 6,507 

481,296 155,254 

62,121 71,233 

481,927 465,560 

25,167 216,540 

167,497 136,409 

736,712 889,742 

(790,676) (854,216) 

(53,964) 35,526 

427,332 190,780 

(254,637) (171,568) 

(62,597) ( 140,360) 

110,098 (121,148) 

7,187 6,894 

(272,441) (167,981) 

335,134 24,858 

38,083 13,080 

107,963 ( 123, 149) 

2,135 2,001 

110,098 (121,148) 

The main reporting currency of the Group is the pound sterling and the accounts have been prepared 

on this basis. Solely for convenience, the accounts set out on pages 65 to 69 are also pres<:nted 

expressed in US dollars using the approximate average rate for the year for the profit and loss 

account (1988: $1.7815=£1 , 1987: $1.6800=£1), the rate in effect on 31 Decemb<:r for the balance 

sheets (1988: $1.8090=£1, 1987: $1.8785=£1), and a combination of these for the statement of source 

and application of funds. This translation should not be construed as a representation that tht· pound 

sterling amounts actually represent, or could be converted into, US dollars at th<: rate indiL·at<:d . 

The accompanying notes form an integral part of this balance sheet. 



COMPANY BALANCE SHEET 

,u ,a 31 December 1988 

· - -~---

1988 

Notes £000 

Fixed Assets 

11 Tangibk assets 665 

12 Investments 249,956 
--·-··-----·-

250,621 

Current Assets 

14 Debtors 17,974 

Cash at bank and in h:111d 2,650 

20,624 

16 Creditors: amounts falling due within one year (13,579) 

Net Current Assets 7,045 

Total Assets less Current Liabilities 257,666 

17 Creditors: amounts falling due after more than one year 

18 Provisions for Liabilities and Charges 

Net Assets 

Capital and Reserves 

19 Called up share capital 

20 Merger reserve 

20 Profitandlossaccount 

Total Capital Employed 

Signed on behalf of the Board on 9 May 1989 

Directors 

RE Lerwill 

M S Sorrel! 

(6,619) 

251,047 

·3,973 

246,119 

955 

251,047 

1987 

£000 

221 

224,372 

224,593 

17,062 

1,577 

18,639 

(5,892) 

12,747 

237,340 

(1,700) 

(55) 

235,585 

3,670 

231,S27 

ss 

235,585 

1988 1987 

$000 $000 

1,203 415 

452,170 421,483 

453,373 421,898 

32,515 32,051 

4,794 2,962 

37,309 35,013 

(24,564) (11 ,069) 

12,745 23,944 

466,118 445,842 

(3,193) 

(11,974) (103) 

454,144 442,546 

7,187 6,S94 

445,229 435,487 

1,728 165 

454,144 442,546 

The main reporting currency of the Group is the pound sterling and the accounts have been prepared 

on this basis. Solely for convenience, the accounts set out on pages 65 to 69 are also presented 

expressed in US dollars using the approximate average rate for the year for the profit and loss 

account ( 191-:R: S 1.7SI5=£1, 191-:7: $1.6800=£1), the rate in effect on 31 Oecemberforthe balance 

sheets ( 191-:S: $1.S090=£1, 1987: $1.871-:5=£1), and a combin~nion of these for the statement of source 

and applicatiun of funds. This transl.uion should not be construed as a representation that the pound 

sterling amounts actuall~· represent, or could be converted into, US dollars at the rate indicated. 

Thl' accompanying notes form an intl'gral part of this balance sheet. 
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CONSOLIDATED STATEMENT OF SOURCE 

AND APPLICATION OF FUNDS 

for the year ended 31 December 1988 

1988 1987 1988 1987 

£000 £000 $000 $000 

Source of Funds 

Profit before tax for the financial year 40,318 14,117 71,827 23,717 

Add items not involving the movement of funds : 

Depreciation 11,619 6,825 20,699 11,466 

Increase in other provisions 1,962 2,419 3,495 4,544 

Profit on disposal of tangible fixed assets (468) ( 189) (834) (318) 

Minority interest in retained profit for the year (266) (222) (474) (373) 
-- ------ . 

Total funds from operations 53,165 22,950 94,713 39,036 

Funds from other sources: 

Increase in creditors due after more than one year':- 49,428 88,608 89,415 166,450 

Increase in minority interests':- 115 363 208 682 

Increase in deferred taxation and other provisions':- 3,197 78,898 5,783 148,2 10 

Proceeds from refinancing of long term debt 10,665 19,000 

Proceeds from issues of ordinary shares 205,155 344,660 

Proceeds from sale of tangible fixed assets 11,303 1,874 20,136 3,148 

Sale of freehold property 110,496 196,849 

Value of warrants attached to loan notes 359 1,488 640 2,500 
Exchange movements (1 1, 182) 19,004 (19,816) 2,504 

Shares issued as part consideration of the 

acquisition of subsidiaries':· 14,596 2,860 26,003 4,805 

242,142 421,200 432,931 711,995 
Application of Funds 

Dividends paid 2,337 317 4,163 532 
Taxation paid 16,230 11,272 28,914 18,937 
Repayment of loans 68,546 122,1 15 
Purchase of tangible fixed assets':- 21,800 90,168 38,837 151,482 
Purchase of fixed asset investments'; 1,214 3,464 2,163 5,820 
Goodwill arising on acquisitions of subsidiaries':- 75,472 293,915 134,453 493,777 
---- --- -- --- --~ ··-----

185,599 399,136 330,645 670,548 
-·------- - - --- ----- -- -- --------- ---- - --- -- - ----- --

Net Source of Funds 56,543 22,064 102,286 41,447 

WPI' (in lllp pk 68 



CONSOLIDATED STATEMENT OF SOURCE 

AND APPLICATION OF FUNDS 

[01· the yea1· ended 31 December 1988 

1988 1987 1988 1987 

£000 £000 $000 $000 

Increase (decrease) in net current Jssets:''· 

Stocks and work in progress (3,580) 36,110 (6,476) 67,833 

Debtors 18,569 235,984 33,591 443,296 

Investments and Jssets held for resale 9,135 114,233 16,525 214,587 

Creditors: :tmounts falling due within one year 3,926 (33 I ,388) 7,102 (622,513) 

28,050 54,939 50,742 103,203 

Movements in net liquid funds: 

Cash at bank 19,975 64,062 36,135 120,340 

Bank loans and overdr:tfts 8,518 (96,937) 15,409 (182,096) 

56,543 22,064 102,286 41,447 

''·The effect of the :tcquisition of subsidiaries on the above statement was as follows: 

1988 1988 1988 1988 

Net Assets Acquired: £000 $000 Discharged by: £000 $000 

Tangible fixed assets 4,785 8,524 Shares 14,596 26,003 

Goodwill 75,472 134,453 Cash 63,154 112,508 

Investments 413 736 

Net current assets (1,803) (3,212) 

Creditors: due after one ye:tr (608) (1,083) 

Provisions for liabilities and charges (443) (789) 

Minority interests (66) ( 118) 

77,750 138,511 77,750 138,511 

The main reporting currency of the Group is the pound sterling and the accounts have been prepared 

on this basis . Solely for convenience, the accounts set out on pages 65 to 69 are also presented 

expressed in US dollars using the approximate average rate for the year for the profit and loss 

account (I 9H8: $1.7815 = £1, !987: $1.6800=£1), the rate in effect on 31 Decemberfor the balance 

sheets ( 1988: $1.8090= £1, 1987: $1.8785 = £1), and a combination of these for the statement of source 

and application of funds. This translation should not be construed as a representation that the pound 

sterling amounts actuall y represent, or could be converted into, US dollars at the rate indicated. 

The accompanying notes form an integral part of this statement. 
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NOTES TO THE ACCOUNTS 

1 Segment Information 

The Group provides marketing services both on a national and a multi-national basis. Contributions to 

Group revenue by geographical area were as follows: 

1988 

£000 

United Kingdom 132,910 

North America 288,347 

Rest of the World 125,872 

547,129 

Substantially all the North American revenue arises in the United States of America. 

2 Other Operating Expenses (net) 

Administration and other operating expenses 

Other operating income 

3 Interest Payable and Similar Charges 

On bank loans and overdrafts, and other loans: 

-repayable within five years, by instalments 

-repayable within five years, not by instalments 

On all other loans 

391,150 

(770) 

390,380 

395 

8,554 

8,949 

10,095 

1987 

£000 

74,184 

144,729 

65,169 

284,082 

198,268 

(800) 

197,468 

246 

9,701 

9,947 

1,129 
·------

19,044 11,076 

Included in the above is the interest element of charges payable under finance leases (and hire purchase 

contracts) amounting to £176,000 (1987: £335,000). 

4 Profit on Ordinary Activities before Taxation 

Profit on ordinary activities before taxation is stated after charging: 

Depreciation of and amounts written off 

-owned tangible fixed assets 

-assets held under finance leases and hire purchase contracts 
Operating lease rentals 

-plant and machinery 

-property 

Hire of plant and machinery 

Staff costs (see note 5) 

Auditors' remuneration 

10,857 6,039 

762 786 

3,710 2,299 

31,077 16,556 

450 261 

237,251 125,228 

1,365 834 



NOTES TO THE ACCOUNTS 

5 Staff Costs 

(a) Particulars of employees (including executive directors) are shown below: 

1988 1987 

£000 £000 

Employee costs during the year amounted to: 

Wages and salaries 207,405 110,698 

Social security costs 18,726 8,891 

Other pension costs 11,120 5,639 
- - ---~~--

237,251 125,228 

The average weekly number of persons employed by the Group during the year was as follows: 

United Kingdom 

Overseas 

(b) Directors' remuneration: 

Directors of the Company received the following remuneration: 

Emoluments (including pension contributions) 

The directors' remuneration shown above (excluding pensions and pension 

contributions) included: 

Chairman 

Highest paid director 

1988 1987 

Number Number 

2,221 

8,222 

1,200 

4,166 

10,443 5,366 

1988 1987 

£000 £000 

833 393 

Nil Nil 

505 241 

Other directors based in the United Kingdom received emoluments (excluding pensions and pension 

contributions) in the following ranges: 

Nil 

£30,001 to £35,000 

£35,001 to £40,000 

£75,001 to £80,000 

£95,00 I to £I 00,000 

£160,000 to £165,000 

1988 1987 

Number Number 
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5 Staff Costs continued 

(c) Higher-paid employees: 

NOTES TO THE ACCOUNTS 

The number of employees of the Company whose remuneration fell in the following ranges was: 

£30,001 to £35,000 

£35,001 to £40,000 

£45,001 to £50,000 

£60,001 to £65,000 

£65,001 to £70,000 

£70,001 to £75,000 

6 Tax on Profit on Ordinary Activities 

The tax charge is based on the profit for the year and comprises: 

Corporation tax at 35% (1987: 35%) 

Deferred taxation 

Overseas taxation 

1988 1987 

Number Number 

1 

2 

3 

2 

1 

2 

1988 1987 

£000 £000 

3,892 2,649 

(44,833) (7,340) 

59,871 11,501 
- ---

18,930 6,810 

The Group's effective rate of tax is greater than the United Kingdom Corporate tax rate of 35% 

due to the significant level of overseas income. 

7 Dividends Paid and Proposed 

Interim payable of 5.4p per share (1987: 1.5p) 

Final proposed of 12.4p per share (1987: 4.9p) 

8 Earnings per Share 

1988 1987 

£000 

2,106 

4,927 

7,033 

£000 

548 

1,789 

2,337 

The calculation of earnings per share is based on the profit attributable to shareholders of £21,122,000 

(1987: £7,085,000) and the weighted average number of Ordinary shares in issue during the year of 

38,425,272 (1987: 22,083,714 shares) . 

9 Contributions to Consolidated Profit 

The Company has taken advantage of the exemption in the Companies Act 1985 s.228 not to present 

its own profit and loss account. £7,900,000 (1987: £1,629,000) of the consolidated profit after tax 

has been dealt with in the accounts of the Company. Additionall y, the consolidated profit before tax 

includes £4,600,000 contributed by companies acquired during the year. 



NOTES TO THE ACCOUNTS 

10 Intangible Fixed Assets 
1988 1987 

£000 £000 

Corporate brand names 175,000 

Corporate brand names represent the directors' valuation of the brand names] Waiter Thompson 

and Hill and Knowlton which were acquired in 1987 as part ofJWT Group, Inc. These assets have 

been valued under the Alternative Accounting Rules of the Companies Act 1985 in accordance with 

the Group's accounting policy for intangible fixed assets. The directors in the course of their valuation 

have consulted their advisers Samuel Montagu & Co. Limited. 

11 Tangible Fixed Assets 

(a) Group 

The movement in the year \vas as follows: 

Land and Buildings 
Long Short Plant & Fixtures & Motor 

l'reehold Leasehold Leasehold Machinery Fittings Vehicles Total 

£000 £000 £000 £000 £000 £000 £000 

Cost or valuation: 

Beginning of year 12,686 4,231 36,511 3,670 26,071 2,647 85,816 

New subsidiaries 1,099 163 507 719 1,856 441 4,785 

Reclassification (2,523) 2,523 

Additions 2,122 325 1,776 1,493 8,244 3,055 17,015 

Disposals (5,732) (26) (2,022) (1,274) (2, 188) (990) (12,232) 

Exchange adjustments 649 494 2,117 185 1,435 52 4,932 

Revaluation 3,202 1,350 
4,552 

- . -- - ---·-- - 104,868 
End of year 14,026 2,664 42,762 4,793 35,418 5,205 

Depreciation: 

Beginning of year 379 1,279 1,472 3,020 482 6,632 

Charge 275 154 3,896 599 5,572 1,123 11,619 

Disposals (204) (20) (42) (208) (521) (402) (1,397) 

Exchange adjustments 40 31 677 110 760 18 1,636 

- ------ -------- -· 18,490 
End of vear Ill 544 5,810 1,973 8,831 1,221 

-- ------~-------------

Net book value: 

31 December 19HH 13,915 2,120 36,952 2,820 26,587 3,984 86,378 

31 December 19H7 12,686 3,852 35,232 2,198 23,051 2,165 79,184 

Leased assets (other than leasehold property) included above have a net book value of £1,37J,OOO 

(19H7: £322,000). 

Basis of ,·aluation : Pbnt and machinery (including fixtures and fittings) are shown at cost. Land and 

buildings include certain properties professionally revalued during 1987 and 1988, by James Andrew 

Badger ( SuncYllrs & Valuers), on an open market, existing use basis. The historic net book value ot 

~uch land .111d buildings is £6,511,000 (1987: £1,859,000). 
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NOTES TO THE ACCOUNTS 

11 Tangible Fixed Assets continued 

(b) Company 

The movement in the year was as follows: 
Land and Buildings 

Short f-ixtures & Motor 

Freehold Leasehold hnings Vehicles 

£000 £000 £000 £000 

Cost or valuation: 

Beginning of year 29 109 163 

Additions 287 205 244 168 

Disposals (287) (9) 
- - -~- ~- --

End of year 234 353 322 

Depreciation: 

Beginning of year 29 21 30 

Charge 22 69 79 

Disposals (6) 
-~------· 

End of year 51 90 103 
·- - ----- - ----- -- - ---

Net book value: 

31 December 1988 183 263 219 

31 December 1987 88 133 

12 Fixed Asset Investments 

The following investments are included in the net book value of fi xed asset investments: 

(a) Group 
1988 

£000 

Investment in related companies 3,170 

Other investments 1,508 

4,678 

1988 

£000 

(b) Company 

Subsidiaries at cost: 

Beginning of year 224,372 

Additions 25,584 

End of year 249,956 

Total 
£000 

301 

90-l-

(296) 

909 

80 

170 

(6) 

2-l-4 

665 

221 

1987 

£000 

1,607 

I ,857 

3,-l-64 

1987 

£000 

21 ' 176 

203, 196 

224,.172 



NOTES TO THE ACCOUNTS 

At 31 December llJSl\ the Cl'mpany directly or indirectly held IQQO/o (except where indicated) of 

eaL· h class of the issued shares of the follow in~ subsidiaries. Companies or divisions marked with an,,. 

wne ,\L·quirc·d or commenced operations durin~ the year. The activity and country of operation and 

rq~istration of tilL· principal subsidiaries or di,·isions is giwn below: 

Company 

Strategic Marketing Services 

The Hen le,· Centre for 

Forecasting l.imitc·ll"' 

Media Advertising 

J \\!altn Thompson Comp;lny 

Lord, Gcller. FedlTico, Einstein. Inc. 

Conquest F u rope •:· 

Public Relations 

Hill .1nd Knowltun. 1nL·. 

Car I 13\-oi r ''· 

Market Reseat·ch 

MRI3 Croup. Inc. 

Non-Media Advertising 

Business lksign Group Limited 

Gre,\,·es 1-bll Limited 

Oaklcy )intng Associates Limited 

Sampson 1\-rrL·Ill.imited 

SBG Pannns 

Ste\\',\rt !\kColl Assuci.nes plc ''· 

The \Valkn Group/ C N IInc. 

YAP Croup Limited 

Activity 

Strate~ic Marketing Consultancy 

Media Advertising 

Media Advertising 

Media Adn:rtisin~ 

Public Relations 

Public Relations 

Market Research 

Graphics and Design 

Graphics and Desi~n 

Graphics and Design 

Graphics and Desi~n 

Graphics and Design 

Graphics and Design 

Graphics and Design 

Graphics and Desi~n 

The Cr,\ss Roots Croup l'I.C (50~: owned) Incentive and Motivation 

P&l. lntnn.uiun ;\] \ ',\c,nionns Limited 

ivbndo \LlrkL·ting I.imitL·d 

Scott StlTll Assoc·i,nes Limited 

Lins<lll 1-reem,\n, lnc .•:-

Metro\ ' idl·o Limitc·d 

The 1\1 ight' ,\to, ie Comp.ln\· Limited 

Incentive and Motivation 

Sales Promotion 

Sales Promotion 

Sales Promotion 

Audio Visual products/ scn·ices 

him and Video production 

Country 

England 

USA 

USA 

Europe 

USA 

USA 

USA 

England 

England 

England 

England 

USA 

England 

USA 

England 

En~land 

England 

England 

Scotland 

USA 

England 

England 
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NOTES TO THE ACCOUNTS 

12 Fixed Asset Investments continued 

Company 

Specialist Communications 

Anspach Grossman Portugal Inc.''. 

Brouillard Communications, Inc. 

The Entertainment Group 

EWA Limited''· 

Harvard Capital Group, Inc. 

Hispania Advertising, Inc. 

J Waiter Thompson Direct 

J Waiter Thompson Health care 

HLS Corp.,,. 

Mendoza, Dillon & Asociados, Inc. 

Pace Communications Inc. 

Reese Communications Inc. 

Targeting Systems Inc. 

Thompson Recruitment Advertising, Inc . 

Donahue & Associates Advertising, Inc.''. 

Tromson Monroe Advertsing, Inc. 

Manufacturing 

Alton Wire Products Limited 

North Kent Plastic Cages Limited 

Staffordshire Holloware Limited 

Refrigeration (Bournemouth) Limited 

Holding Companies 

Rasor Communications Inc. 

Rasor Communications Limited 

Wire and Plastic Products Limited 

Activity 

Corporate Identity 

Business to Business Advertising 

Entertainment Industry Ad\·enising 

Database Marketing 

Financial Services Marketing 

Hispanic Advertising 

Direct Advertising 

Healthcare Advertising 

Specialist Healthcare Advertising 

Hispanic Advertising 

Real Estate Marketing 

Public Affairs 

Direct Marketing 

Recruitment Advertising 

Recruitment Adverti sing 

Travel Industry Public Relations 

Manufacture of wire products 

Manufacture of wire and sheet metal 

products 

Manufacture of aluminium products 

Sale and installation of shopfitting 

equipment 

Holding company for US services 

companies 

Holding company for UK services 

companies 

Holding company for UK manufacturing 

companies 

Country 

USA 

USA 

USA 

England 

USA 

USA 

USA 

USA 

USA 

USA 

USA 

USA 

USA 

USA 

USA 

USA 

England 

England 

England 

England 

USA 

England 

England 



NOTES TO THE ACCOUNTS 

13 Stocks and Work in Progress 

The followin~ are included in the net book value of stocks and work in progress: 

Kaw materials and consumablcs 

Work in pro~ress 

Finished ~oods and ~oods for resale 

14 Debtors 

The follow in~ arc included in the net book value of debtors: 

Amounts fall in~ due within one year: 

Trade debtors 

ACT recoYerablc 

Corporate income taxes rcco\'crablc 

VAT and sales taxes rccm·erablc 

Other debtors 

Prepaymcnts and accrued income 

Amounts owed by subsidiaries 

Amounts fall in~ due after more than one year: 

Corpor~Hl' income uxes reco\'erablc 

Other debtors 

Prcpaymcnts and ,,~·crucd income 

Group 

1988 1987 

£000 £000 

217,204 207,863 

2,649 1,270 

7,133 7,444 

3,863 2,508 

11 '931 8,224 

9,346 6,962 

252,126 234,271 

Group 

1988 1987 

£000 £000 

198 543 

5,419 5,228 

8,662 7,794 
------~-· -

14,279 13,565 

··f<>tal debtors 266,405 247,836 

Group 

1988 1987 

£000 £000 

360 

32,425 

1,555 

34,340 

398 

36,247 

1,275 

37,920 

Company 

1988 1987 

£000 £000 

2,418 1,049 

2,773 

125 138 

839 130 

71 2 

11,748 15,743 

17,974 17,062 

Company 

1988 1987 

£000 £000 

17,974 17,062 
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NOTES TO THE ACCOUNTS 

15 Investments and Assets held for resale 

The following amounts are included in the net book value of investments and assets held for resale : 

Treasury bonds listed overseas, at cost 

Investment listed in the UK and overseas, at cost 

Unlisted investments, at cost 

Freehold propeny held for resale, at market valuation 
--- - ---

1988 

£000 

3,714 

9,140 

1,058 

13,912 

Group 

1987 

£000 

3,153 

1,624 

110,496 

115,273 

The investment listed in the UK and overseas represents common stock of The Ogilvy Group, Inc. 

There is no material difference between the cost and market value at 31 December 1988 of the 

listed investments. 

16 Creditors- Amounts falling due within one year 

The following amounts are included in creditors falling due within one year: 

Group Company 

1988 1987 1988 1987 

£000 £000 £000 £000 

Bank loans and overdrafts 32,597 98 ,996 

Obligations under finance leases and 

hire purchase contracts 677 388 

Trade creditors 243,790 228,974 

Taxation and social security 53,804 6,271 2,286 780 

Due to vendors of acquired companies 9,108 5,145 1,700 

Dividends payable and proposed 7,033 2,337 7,033 2,337 

Deferred income 14,636 10,259 
Other creditors and accruals 75,434 102,363 2,560 2,775 
- ---- ------ - -- ---- - ------ - --- ---- ----- - - --

437,079 454,733 13,579 5,892 

17 Creditors- Amounts falling due after more than one year 

The following amounts are included in creditors falling due after more than one year: 

Group Company 

1988 1987 1988 1987 

£000 £000 £000 £000 

Bank loans 92,257 72,982 
Loan notes with detachable warrants 6,855 6,497 
Obligations under finance leases and 

hire purchase contracts 856 418 

Trade creditors 1,564 

Corporate income taxes payable 22,499 1,044 

Due to vendors of acquired companies 1,039 1,700 1,700 

Dcfan:d income 1,048 

Other creditors and accruals 17,255 6,0XO 

140,761 91,333 1,700 



NOTES TO THE ACCOUNTS 

lhn k loans pa yahk clt 31 December 1988 include the outstanding balance on US$160 million of debt 

assumed on the :~cquisition uiJWT Group, Inc. in 1987. This debt has since been refinanced through 

:1 snen year unsc·curcd multicurrcncy i:lcility, repayable in 14 equal semi-annual instalments 

commencing on 29 July 1988. Interest is payable at a variable rate linked to Libor. 

The loan notes with detachable warrants arc repayable in equal annual instalments between 16 April 

1993 and 16 Apri I 1997. Alternati,·cly, under certain circumstances, at the option of Rasor 

Communicnions !ne . (a wholly O\Yned subsidiary of the Company), they may be repaid at any time 

a iter 16 April 1992. The loan notes arc unsecured and bear interest at the rate of 8.75% per annum 

until the date of repayment. Each no te carries a warrant to subscribe for Ordinary shares of the 

Comp:~m· to the princip:~l amount oi the note. The warrants will be exercisable at a price of 1038p per 

share. The tot:~ I number of \VPP Group pk Ordinary shares in respect of which warrants have been 

issued is 875,000. 

Analysis oi loan s, finance leases and hire purchase contracts: 

Borrowings .He' rcp.ly.lblc lw inst:~lmcnts as follows: 

\Vithin I vcar -bank loans 

- kascs clnd hire purchase 

\Vithin 1-2 vcars - banks loans 

- lc:~ses and hire purcluse 

Within 2-5 \'C:Irs - b:~nk lo:~ns 

- lc.lscs and hire purchase 

- lo:~n notes with detachable \varrants 

Over 5 \'L',lrs -bank loans 

- loan notes with detachable warrants 

18 Provisions for Liabilities and Charges 

Prm i-,ion\ for li .lbilitics and charges comprise : 

I kfcrrnl t.l'\.ltion 

Pension .1nd other pro,·isions 

Group 

1988 1987 

£000 £000 

12,105 54,903 

22,498 19.816 

34,603 74,719 

Group 

1988 1987 

£000 £000 

21,414 25,116 

677 388 

34,862 13,544 

464 271 

25,578 37,216 

392 147 

1,658 

31,818 22,222 

5,197 6,497 

122,060 105,401 

Company 

1988 1987 

£000 £000 

6,619 55 

6,619 55 

I )efnrc·d r,l ' h .h hec·n pnn ided to the c''\tc•nt th.H the directors luve c·onduded, on the basis of 

rt' ;l'<>n .lhle .l ssumptions .l!ld the intentions of management, that it is probable: that liabilities ."'·ill 

c n sui I i s e· . -...;, > pro\ i si, >n is nude for tax tlut would arise on the remittance of overseas earmngs. 
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NOTES TO THE ACCOUNTS 

18 Provisions for Liabilities and Charges continued 

The movement in the year on Group and Company provisions comprises: 

Group Company 

Beginning of year 

Balances assumed on acquisition of subsidiaries 

Charged (credited) to profit and loss account 

Transferred to creditors falling due within one year 

Exchange adjustments 

End of year 

19 Called-up Share Capital 

Authorised: 

44,800,000 (1987:44,800,000) Ordinary shares of lOp each 

---- - ·-· ---

200 (1987:300) Deferred Redeemable Convertible shares of £1 each 

10,000 (1987:20,000) "A" Ordinary Convertible shares of lOp each 

10,075 (1987: 14,000) "B" Ordinary Convertible shares of lOp each 

100,000 (1987:Nil) "C" Ordinary Convertible shares of lOp each 

Allotted, called-up and fully-paid: 

39,707,643 (1987:36,669,696) Ordinary shares of lOp each 

200 (1987:300) Deferred Redeemable Convertible shares of £1 each 

10,000 (1987: 15,000) "A" Ordinary Convertible shares of lOp each 

10,075 (1987:14,000) "B" Ordinary Convertible shares of lOp each 

Deferred 
taxation 

1988 

£000 

54,903 

111 

(44,833) 

1,924 

Pension 

and other 
prOVISIOnS 

1988 

£000 

19,816 

332 

1,962 

( 442) 

830 

Deferred 
taxation 

1988 

£000 

55 

6,564 

- - -··· 

12,105 22,498 6,619 

1988 1987 

£ £ 

4,480,000 4,480,000 

200 300 

1,000 2,000 

1,007 1,400 

10,000 

4,492,207 4,483,700 

3,970,764 3,666,970 

200 300 

1,000 1,500 

1,007 1,400 

3,972,971 3,670,1 70 

During the year the Company allotted 3,037,947 Ordinary shares with a nominal value of £303,794 

and at a premium of £14,291,979 in consideration for the acquisition of subsidiaries, in certain cases 
through the conversion of Convertible shares . 

The Deferred and Convertible shares were issued to the vendors of certain companies acquired 

during 1986 and 1987 and are convertible to Ordinary shares of the Company in the period up 10 

31 May 1992. The number of Ordinary shares into which the Deferred or Convertible shares may 

be converted is dependent upon the level of future profitability of the company acquired. 

Options have been granted under the WPP Group plc Executive Share Option Scheme over a total 

of 2,4S6,277 (1987: 1,560,943) lOp Ordinary Shares, exercisable between 19H9 and 1999 at prices per 

share ranging from 390p to S23p. 



NOTES TO THE ACCOUNTS 

20 Reserves 

(a) Group 

Movements durin~ the year were as follows: 

Balance at beginning of year 

Premium on shares issued during the 

year for acquisitions (note 19) 

Goodwill arising on 

consolidation written off 

Revaluation of tangible and intangible assets 

Provision for ri~hts attaching to warrants 

Exchan~e revaluation 

Retained profit for the year 

Balance at end of year 

(b) Company 

Movements during the year were as follows: 

Balance at beginning of year 

Premium on shares issued during the 

year for acquisitions (note 19) 

Profit for the year 

Merger 
Reserve 

£000 

(89,423) 

14,292 

(75,472) 

(150,603) 

Currency 

Capital Revaluation Translation 

Reserve Reserve Reserve 

£000 £000 £000 

1,488 1,533 10,212 

179,270 

359 
(7,603) 

1,847 180,803 2,609 

Merger 
Reserve 

£000 

231,827 

14,292 

Profit and 
Loss 

Account 
£000 

6,963 

14,089 

21,052 

Profit and 
Loss 

Account 
£000 

88 

7,900 

(7,033) 
Dividends paid and proposed 

- ·· - · ··· ·· ···-· ------------
Balance at end of vear 246,119 955 

In the 19X7 <lccounts, and under court sanction, the balance on the share premium account amounting 

to £211,090,000 was cancelled and transferred to a non-distributable special reserve. For convenience 

this reserve has been disdosed above with the merger reserve. Goodwill arising on acquisition has been 

written oH .lgainst the merger reserve in the consolidated accounts. 
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NOTES TO THE ACCOUNTS 

-------------- - ----- - --
21 Guarantees and other Financial Commitments 

(a) Capital commitments 

At the end of the year, capital commitments were: 

Group Company 

Contracted for but not provided for 

Authorised but not contracted for 

(b) Contingent liabilities 

1988 

£000 

1,730 

226 

1,956 

1987 1988 1987 

£000 £000 £000 

1,258 

1,173 
-- - - -

2,431 

Further consideration amounts, payable in cash and Ordinary shares of the Comp?ny, may become 

due to the vendors of certain companies dependent upon the level of profitability of those companies 

over various periods up to 31January 1994. The quantification of these future payments is dealt 

with in note 22. 

(c) Lease commitments 

The Group has entered into non-cancellable leases in respect of plant and machinery. The total annual 

rental (including interest) for 1988 was £3,713,000 (1987: £2,048,000). The lease agreements provide 

that the Group will pay all insurance, maintenance and repairs. The Group may continue, at its 

option, to use the plant and machinery after the expiration of the initial lease period at a nominal 

rental. 

In addition, the Group leases certain land and buildings on short term and long term leases. The annual 

rental on these leases for 1988 was £31,077,000 (1987: £16,556,000). The rents payable under these 

leases are subject to renegotiation at various intervals specified in the leases. The Group pays all 
insurance, maintenance and repairs of these properties. 

The minimum annual rentals payable in 1989 under the foregoing leases are as follows: 

In respect of operating leases which expire: 

- within I year 

-within 2-5 years 

- after 5 years 

Plant and 
Machinery 

£000 

498 

2,1 82 

310 

2,990 

Group 

Propary 

£000 

1,161 

10,695 

20,878 

32,734 



NOTES TO THE ACCOUNTS 

(d) Lq~::d proceedings 

The Owl Group, Inc . and Lord, Geller, Federico, Einstein, Inc. ("Lord Geller"), subsidiaries of the 

Company, (together "the Plaintiffs"), commenced an action in the New York Supreme Court on 

22 March 1988 against former officers and directors of Lord Geller ("the Defendants") for, inter alia, 

breaches of fiduciary duty and the Plaintiffs have also claimed substantial damages. The action also 

seeks to enjoin the new agency established by the Defendants, Lord, Einstein, O'Neill & Partners, and 

Young & Rubicam, Inc . The Court issued an interim injunction in this action in favour of the Plaintiffs 

against the Defendants and the new agency. On 18 October 1988 the Defendants and Lord, Einstein, 

O'Neill & Partners advised the Court that they will not do business with existing Lord Geller clients 

pending the Court's decision on Lord Geller's motion for a preliminary injunction and thus the interim 

injunction was vacated upon the consent of the parties. 

Some of the Defendants have filed counter claims against, inter alia, the Plaintiffs and the Company 

seeking damages and injunctive relief. The Plaintiffs and the Company have been advised by their 

lawyers in the United States that there is no substance or merit in the counter claims and they intend 

to contest them vigorously. 

(e) Pension arrangements 

Several pension schemes are operated by the companies within the Group. Actuarial reviews of all 

material schemes were undertaken following the acquisition of JWT Group, Inc. in the second half of 

1987 and appropriate provision made for underprovided costs. 
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NOTES TO THE ACCOUNTS 

22 Subsequent Events 

(a) On 20 January 1989 the Group acquired, for an initial payment in cash and shares totalling 

US$6,000,000, the entire issued share capital ofTimmons and Co. Inc., a Washington based lobbying 

and (1overnment relations company. 
b 

On 27 February 1989 the Group acquired, for an initial payment in cash of C$12,000,000, the entire 

issued share capital of Public Affairs Resource Group, a Canadian public affairs consulting and public 

opinion research company. 

On 26 April1989 the Group acquired, for an initial payment in cash and shares totalling £1,935,000, 

the entire issued share capital of The Marketing Consultancy Limited, aUK based sales promotion 

company. 

The acquisitions referred to above together with earlier acquisitions (excluding JWT Group, Inc.) 

may give rise to further consideration amounts resulting in goodwill, in addition to the initial 

payments referred to above. Any further payments will be payable in cash and Ordinary shares of the 

Company dependent upon the level of profitability of these acquired entities over various periods up 

to 31January 1994.1t is not practicable to estimate with any reasonable degree of certainty the total 

additional consideration to be paid. However, the directors estimate that the maximum additional 

payments which may be payable in respect of all subsidiaries (including those referred to above) 

would amount to: 

£000 

Within one year from 31 December 1988 13,117 

Within two to five years 122,966 

Over five years 14,069 

150,152 

On the assumption that the vendors choose cash rather than shares where the option exists, the future 

consideration payable would include a minimum of £57,670,000 in shares, which generally will be 

retained by the vendors for a minimum period of three years . Taking into account only profits from 

those companies entitled to receive future payments, there would be no reduction in the net .1ssets of 

the Group over this period . 

The Group's cash flow projections for the same period indicate a net cash generation after ta xation 

and dividends considerably in excess of these maximum contingent cash payments . 

(b) On 29 March 1989 the Group announced that it had reached agreement on terms of a 

recommended offer for Mill ward Brown Plc, the quoted UK based market research companv. Under 

the announced terms, Millward Brown shareholders will be able to choose bt•tween a cash offer \aluing 

the company at £14 .1million or an Earnings Related Alternative valuing the company at up w 

£2X.4 million. 

At the time of the announcement the Group had received irrevocable undertakings to <lccept the offer 

in respect of approximately 62.9°1: of the issued share capital of Millward Brown; 58 .5C o of these 

acceptance-. haH' elected for the Earnings Related Alternati\T . 



AUDITORS' REPORT 

To the members of WPP Group plc: 

We ha,·e audited the a..:.:ounts set out on pages 63 to 84 in accordance with approved Auditing Standards. 

In our opinion, the ac.:ounts, which have been prepared under the historical cost convention, 

as modiiied by the revaluation of land and buildings and corporate brand names, give a true and fair 

,·ie\\' of the state oi affairs of the Company and of the Group at 31 December 1988 and of the 

Group proiit and source and application of funds for the year then ended, and comply with the 

Companies Act 1985. 

Anhur Andcrsen & Co. London 

9 Mav 1989 



FINANCIAL CALENDAR 

Interim Statements for half-years ending 30 June are issued in August. 

Preliminary Announcements of results for financial years ending 31 December are issued in March. 

Annual Reports are posted to shareholders in May. 

Annual General Meetings are held in London in June. 

Interim Dividends on Ordinary shares are paid in January. 

Final Dividends on Ordinary shares are paid in July. 
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NOTICE OF ANNUAL GENERAL MEETING 

Notice is hereby given that the eighteenth Annual General Meeting of the members of WPP Group 

plc will be held at The Savoy Hotel, Strand, London WC2 on 26June 1989 at 12.00 noon when the 

following Ordinary business will be transacted: 

1 To receive and, if approved, adopt the directors' report and audited statement of accounts for the 

vear ended 31 December 1988. 

2 To declare the dividend recommended by the directors. 

3 To re-elect 

a) Mr S H M King 

b) Mr J J D Bull more 

4 To re-appoint Messrs Arthur Andersen & Co as auditors of the Company and to authorise the 

directors to fix their remuneration . 

5 To transact any other business proper to an Annual General Meeting. 

By Order of the Board 

DJ Stevens 

Secretary 

Notes 

Industrial Estate 

Hythe, Kent CT21 6PE 

9 May 1989 

A member entitled to attend and vote at the Meeting may appoint one or more proxies to attend and, 

on a poll, vote instead of him . A proxy need not also be a member. 

To be valid the form of proxy and the power of attorney or other authority, if any, under which it is 

signed or notariall y certified or office copy of such power or authority, should reach the offices of the 

Registrars of the Company at least forty-eight hours before the time appointed for holding the 

meeting or any adjournment thereof. 

The following documents will be available at the registered office of the Company on any weekday 

except Saturday during normal business hours and at the place of the meeting for a period of fifteen 

minutes before and during the meeting: 

1 A statement of the transactions of each director and his family interests in the shares of the Company. 

2 A co1w of the Company 's contracts of service pertaining to Mr GC Sampson, Mr RE Lerwill, 

and M r M S Sorrel!. There are no other written directo~s' service contracts of more than one year's 

duration. 
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