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"0 'Reilly (President and Chief Executive Ojjice1; 
J-1.}. Heinz Company) is convinced, though, that an 
·unconscious conspiracy ' exists between brand groups 
and advertising agencies, and it begins and ends with a 
single imperative: spend- spend at a level consistent 
with marl<et share, spend more to defend mm-het share, 
and spend that amount squared to increase it. 'I'll be 
god damned if I'm going to tahe last year and add 10%' 
he says. He has warned the company 5 marketers that he 
will cut their budget first if profit s begin to lag.·· 

Fortune J\!Iagazine 1985 
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Source: Donne lley Ma rketing. 

"!(television and magazines are both suffe ring. where is 
advertising money going? Some of it. to old friends -
promotion. direct mail and produ ct publicity. They are 
being called ·non-traditional advertising.' Industry 
figures tell the story Advertising spending grew 79% 
in 1985 and is on a 76%growth tracl?for 1986. This 
./(1llows .IJears c?( /0 to / 5% growth B.IJ contrast. many 
agencies report the non-traditional areas are growing 
hy 20% or more. and nw_ll ultimatef.z; account for as 
much as 50% of revenue. 
I thin !? the trend reflects (ar more the disenchantment 
with traditional advertising Co mpanies are turn ing to 
new avenues beca use. for the most part. the.IJ worl?. 
For the(uture. I see only growth(o r the non-traditwnal 
areas. I tend to agree with statements that this growth 
reflects a change in the structure o(advertising the_z; 
deliver segments. and tha t. of course. is quic!?f.y 
hecoming the name o(lhe game .. 

I Tjjlee Wilson (Chairman. RfR !Vabisco) at the 
Associa tion o(:Vat ional Advertisers. 19R6. 
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CORPORATE STRATEGY 

Professional strategy 
To become a major multi­
national marketing services 
company in order to service the 
increasingly complex and 
international needs of our 
clients- the major national and 
multi-nationa l companies. 

Initially. by building a dominant 
position in the United Kingdom 
in wbelow-the-line" activities 
such as graphics and design, 
sales promotion, incentive and 
motivation, audio-visual a nd 
video communications, and 
specialist communications, both 
organically and by acquisition . 

Then. by developing a similar 
position in the same areas in 
the United States. which account 
for approximately ha lf of world­
wide expenditure in a ll such 
categories. 

By achieving this, to provide 
stimulating career opportunities 
for young energetic and talented 
professionals in all these areas 
who are primarily conce rned 
with the qualitative aspects of 
their work. At the same time, to 
seek to provide incentive and 
financial reward and minimise 
the separation between owner­
ship and control by encouraging 
as many as possible to own a 
significant share of the company 

Financial strategy 
To increase earnings per share 
by at least 20% per a nnum 
through organic growth, includ­
ing improvement in market share 
and profit margins. To enhance 
this growth by acquiring 
companies that fit our pro­
fessional strategy and that can 
be acquired on financial terms 
that significantly enhance earn­
ings per share. To pay out, in the 
long term, one-third of a fter-ta x 
earnings in d ividends to 
shareholders. 
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GROUP SERVICES 

GRAPHICS & DESIGN 

(United Kingdom and 
United States) 

• Architectural services 

• Corporate identity and name 
development 

• Educational , technical and 
promotional material 

• Exhibition and display 

• Facilities management, space 
analysis and space planning 

• Furniture, industrial and 
product design 

• Interior design and installation 

• Merchandising, point-of-sale 
and promotional premium 

• Packaging 

• Retail and leisure 

INCENTIVE & 

MOTIVATION 

(United Kingdom) 

• Corporate seminars 

• Incentive and conference 
travel 

• In centive programmes 

• Roadshows and special events 

• Tra ining and recruitment 

• Trave l based promotions 

• Vid eo 

• Voucher programmes 

SALES PROMOTION 

(United Kingdom) 

o Consultancy 
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• Coupon redemption 

• On-pack offers 

• Merchandising and point-of­
sale 

• Premium schemes 

• Self-liquidating promotions 

• Trade promotions 

AUDIO-VISUAL & 

VIDEO COMMUNICATIONS 

(United Kingdom) 

• Advertising 

• Demonstrations, exhibitions 
and conferences 

• Installation, servicing and hire 

• Presentations, product 
launches and trade shows 

• Production, editing and 
standard transfer 

• Training and recruitment 

SPECIALIST 

COMMUNICATIONS 

(United States) 

• Annual reports 

• Capability brochures 

• Copywriting. media buying. 
graphics. brochure design and 
production of promotional 
material for finan cial 
institutions . and res id ential 
and commercial real estate 
compames 

• Investor communications 

o Media adverti sing 



Allied I.;rons 
American Express 
American Finance Group 
Amersham International 
Anheuser-Busch 
Argyll Group 
Arthur Andersen & Co 
Asda 
Audi-Yolkswagen 
Austin Rover 
Avis 
Bang & Olufsen 
Barclays Bank 
Barker & Dobson 

~~FCharrington 

Bear Steams & Company 
Beatrice/Hunt-Wesson Foods 
Black & Decker 
Bloomingdale's 
BOC 
Boots 
British Airways 
British Gas 
British Petroleum 
BP Chemicals 
British Steel 
British Telecom 
Burdine's 
Burton Group 
CaltonHomes 
Carnation 

~~;rles H. Shaw Company 
I a Consumer Ph 

Citicorp annaceuticals 

Ci~izen Europe 
Chffords Dairies Prod 
Coca-Cola ucts 

Colgate-Palmo\ive 
County Dairies 
CPC 
Currys 
Cussons 

Th~ Daily Re~~rd & Sunday Mail 
Da1wa SecuntJes 
DEC - Digital Equipment 

Company 
Dellwood Foods 
Del Monte 
Drexel Burnham Lambert 

g~~~~ams Company 

Dun lop 

~~~~t~~ & Company 
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PARTIAL CLIENT LIST 

Ernst & Whinney 
Esso 
Eurocheque International 
FAO Schwartz 
fo,d 
FPA Corporation 
Frito-Lay 
FWWoolworth 
Galeries Lafayette 
General Foods 
General Mills 
General Motors of Canada 
Gilbert, Charles, Beylen 
Gillette 
Glaxo 
Goodstein Management 
Guinness 
Haft-Gaines, Developers 
Hallmark 
Harrods 
Healey & Baker 
Heinz 
Hewlett Packard 
Hillier Parker 
Hogg Robinson 
House of Fraser 
HP Foods 
Hovnanian Enterprises 
IBM 
!Cl 
IPC Magazines 
I Magnin 
lzod 
JC Penney 
John Lees & Company 
John Lewis Partnership 
Kenner Parker 
KMPG Peat Marwick Mclintock 
Kodak 
Kraft Foods 
Legal & General Assurance 

Society 
Letraset 
Lever Brothers 
Levi-Strauss 
Liberty Mutual Insurance 
London International 
LWT 
Macy's 
Marks & Spencer 
Mars 
Merrill 4-'nch 
Metropolitan Life 
Midland Bank 
Miller Brewing 
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MJ Raynes 
Moulinex 
National Audit Office 
NCR 
National Westminster Bank 
Nestle 
Okajima 
Olivetti 
Orleans Builders a nd Developers 
Oxford lnstrume nlS Group 
Oxford University Press 
Paine Webbcr 
Pillsbury 
Polaroid 
Projectlink 
Prudential 
Prudentiai-Bache Securities 
Quaker Oats Company 
Rank Xerox 
Reuters 
Ro lls-Royce Motors 
Rose Associates 
Rowntree Mackintosh 
Safeway Food Stores 
Sainsbury 
Schwarzkopf 
Scottish & Newcastle Breweries 
Saks Fifth Ave nue 
Sealink 
Security Pacific/ Hoare Govett 
Seven-Up 
Shearson Lehman Brothers 
Social Surveys (Gallup Poll) 
Solomon Equities 
South of Scotland Electricity 

Board 
Standard Life Assurance 
Superdrug 
Tesco 
The New En~land 
The Post Offic<' 
Thomson llolidays 
Trafalgar House Developments 
United Biscuits 
United Rum Merchants 
Vauxha\1 -0pel 
Vileda Organisation 
Vine Products 
Visa International 
Volvn 
Weetabix 
Wiggins "leape 
Whyte & Markav 
Yardley <lf l .fHH1;m 
Zt>("kt•;1d<H·f 
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CLIENTS 

Thirty clients work with two or more divisions in the UK. 

With four divisions 

BRITISH GAS ESSO 

With three divisions 

AUSTIN ROVER BOOTS BURTON GROUP 

KODAK 

With two divisions 

BRITISH HOME STORES BP 

COLGATE- PALM OLIVE DUN LOP GRANADA 

IMPERIAL GROUP MARKS & SPENCER 

OLNETTI PHILIP MORRIS 

POST OFFICE PRUDENTIAL RECKITT & COLMAN 

ROWNTREE MACKINTOSH SMNSBURY 

SCHWARZKOPF THOMAS COOK UNILEVER 

Seve n clie nts work with d ivisions in both the UK and the US 

CITICORP GENERAL FOODS LEVI-STRAUSS 

NABISCO WEETABJX 

XEROX 

5 
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RESULTS IN BRIEF 

1986 1985 % 
£000 £000 increase 

Turnover 23,685 3 ,961 498% 

Operating Profit 

Profit before taxation 

Profit after taxation 

Profit attributable to the shareholders 

Earnings per lOp Ordinary share 

Dividend per lOp Ordinary share 

Operating Margins"' 

Pre-tax Margins* 

•J985 Figures on historicpro-formabasis 

Thmover Profits Before Tax 
£000 £000 

~ ~ ~ ~ 
M 

ill 
:;j 

~ ~ 
~ 

~ 

I ,422 342 316% 

1,757 41 2 326% 

1, 144 260 340% 

1, 101 260 323% 

13.34p 5.73p 133% 

3.20p 2 .6 4p 2 1% 

6.0% 2 .3% 161% 

7.4% 2 .4% 208% 

Ea rnings Pe r Share 
··""'-'""' ........... ., .... ~··· ...... , .... 

IQ 
~ 

82 83 84 85 86 82 83 84 AS 86 82 tU 1'14 1:!5 H6 

Dividends Per Share 
(net) 

Revenue Per 
Employee £ 

t!2 83 84 85 1:16 fl2 83 A4 

Profit Per Employee 
(before tax) £ 
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FINANCIAL HIGHLIGHTS 

Sales by Activity * 
Graphics & !Jes(qn 30% 

Incentive & Motiva tirm 25% 

Specia list Crmum111icatirms 28% 

: ludw \ ·,_.,lwl L\: \ "uleu CmwmuuCtlllllll.'> -/''1• 

i\lanu/i1ctwing ()% 

Sales Promotion 79t) 

Sales by Geography* 

Profit by Activity * 

Sa les Promotion 10 % 

Incentive<~ Motiva tion /2% 

Specia list Collllllllllicatwns 2.Y"'o 

Pr·ofit by Geography* 

* pro -limna basis 

Shar·e holde rs by Type 
t ."mployees 23"h 

Pension funds . msurance a11ll im.•estment compa nies 5 7<fo 

ln rfll'l{luals I ()u;, 

Others Ill•";, 

Shareholder·s by Country 

Ut her I 'lh 

L '111ted State.•; (i''f.l 

FurnJU! I () 0 0 
-----------------------------

1986 Cashflow by Item (£M) 

Cash In 
(ash /i'lml pre -wx 
pro/11.' piu.-. depn·nut/OII 

Cash anjlltrnltnth 
~llh"ldltlr/(' ' 

--22.1 

2. 1 

---- 2 .1 

-- 17 . .9 

.·\ cq111st tlo11 (~f -'uhsldwne .... 
---''-------"------- - I 6. 1 

"litr pau/ 
-=--'--c----------- 0.5 
Omdend.< paul 

Cash Out 

-;----------------------- 4 .8 
Increase 
in net cash 
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Results 
I am happy to report that 1986 
was the fourth successive year 
of growth. In 1986, sales rose 
from £4 million to £23.7 million. 
Profit before tax rose by more 
than four times to £1,757,000, 
and earnings per share by 133% 
from 5.73p to 13.34p (after 
adjusting for the rights issue in 
August 1986). The Directors are 
recommending a final dividend 
of 1.95p, making a total for the 
year of 3.20p, up 21% on last 
year. 

On a directly comparable 
?asis, operating margins have 
Improved from 2.3% to 6.0% 
reflecting an improvement in the 
oper_ating efficiency of marketing 
services. On the same basis 
pre-tax margins rose from Z.4% 
to 7-4% reflecting improved 
1 'd' Iqm Ity, and at the year end the 
Group had net cash balances of 
£5.8 million. 

These results reflect organic 
gro~h of 20% in marketing 
services and 10% in manufac­
tunng, and a first time 
contr·b · 1 . utwn from a series of 
acqmsitlons in the last year 
which have established the 
Company as the second largest 
marketmg services company in 
the l!1_1lted Kip.gdom, and a 
9l{V1Iftc a . t t a .c.ior in l5pecialist 
ommutncabons in the United 

States. The Company is now the 
largest mcentive and motivation 
busmess in the United Kingdom, 
the second largest in graphics 
and design, in the top three com­
pames m industrial audio-visual 
and video communications, and 
m the top ten in sales promotion. 

Strategy 
These results are also an 
indication of the potential 
benefits from achieving the 
Group's strategic objective of 
becoming a major multi ­
national marketing services 

WPP Group plc 

CHAIRMAN'S STATEMENT 

company, by identifying sectors 
in "below-the-line" or non­
traditional areas of advertising 
that are large, growing more 
rapidly than media advertising. 
fragmented offering oppor­
tunities for growth through 
acquisition, and overlooked by 
competitors. 

The four areas already identified 
in the United Kingdom fit these 
criteria- the incentive and 
motivation market is worth 
approximately £225 million 
and is growing at between 25% 
and 35% per annum; graphics 
and design (including interior 
design) is worth approximately 
£400-£500 million and growing 
at 25% per annum; industrial 
audio-visual and video communi­
cations is worth approximately 
£100 million and growing at 
15-20% per annum; sales pro­
motion is worth approximately 
£5.5 billion (more than media 
advertising) and has grown at 
20% per annum for the last 
ten years. 

All these markets are more than 
eight times larger in the United 
States, and therefore offer 
significant opportunities for 

overseas 1'!'1-p &n.sion one a 

considet'aq~ p a,)e hag bee• 
e§tablishecl in th e United 
Kingdom. The areas of specialist 
communications already id en tl ­
fied in the United States have 
similar characteristics - the real 
estate advertising and promo­
tional market is worth $750 
million, and has grown at 
between 25% and 35% per annum 
for the last three years; the 
financial communications market 
is worth $850 million and has 
doubled between 1980 and 
1985 , and, over the same period , 
spending within this category 
by stockbrokers has quadrupled 
to $100 million. Even media 
spending by financial institutions 
was up by almost 60% in the first 
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nine months of 1986, against 
6-7% for overall media 
expenditure. 

New business 
Amongst new assignments won 
last year in each division were: 

Graphics and Design -
Amersham International , Audi­
Volkswagen , Beecham, Esso, 
Marks & Spencer, Reckitt & 
Colman, Rowntree Mackintosh , 
United Biscuits and Xerox. 

Incentive and Motivation -
Boots, British Oxygen, British 
Gas, British Telecom , Cellnet, 
Citibank, Dunlop, Dupont, Ford, 
Grand Metropolitan , Kodak, 
Mercedes, Olivetti. Paine 
Webber, Standard Life. United 
Biscuits and Whitbread. 

Sales Promotion- Beecham, 
British Gas, British Oxygen. 
Cadbury-Schweppes, Comet, 
Oebenhams, johnson's Wax, 
Rowntree Mackintosh . Sainsbury 
and Weetabix. 

Audio-Visual & Video 
Communications -Allied Lyons. 
Lloyds Bank, Reuters , United 
B i ~;; c ui U> , !Jfli l ~Y~ ! and 

W h i Lb r·· cy f:) . 

Recent d eve lopments 
Since the year end the Group 
has con tinued to implemen t its 
strategic plan. 

In February, the Group's sales 
promotion and design capa­
biliti es we re strengthened by the 
acquisition of Scott Stern 
Associates Limited. the largest 
sales promotion and design 
group in Scotland 

In April . Business Design Group 
Limited. a lead ing UK design 
company providmg design 
servi ces in cludmg design 
ma nagement. space analysts. 
space planning. in tenor design. 



furniture and product design , 
graphic design , supply and 
installation and facilities 
management, joined the Group. 

In Apri l and May, the Group 
entered the $9.5 billion design 
industry in the United States 
through two acquisitions- one 
on the West Coast, Sidjakov 
Berman Gomez & Partners. 
the fastest growing US corporate 
ide ntity and packaging design 
company; and one on the East 
Coast, Walke r Group/ CNI 
Incorporated , the largest retail 
d esign firm in the United States. 

These last two acquisitions were 
particularly important as they 
were in line w ith the Group's 
stra tegic objective of establishing 
a dominant position in the 
United Kingdom market and 
th en entering the United States 
m a rket on a substa ntial scale. 

Not only we re th ese two trans­
ac tions importa nt strategica lly, 
but a lso fin a ncially They were 
fund ed by a placing of 
$ 15 million of 8.75% Loan Notes 
issued by Rasor Communications 
In corpora ted, our United States 
holding company, with detach­
able warrants for WPP Ordinary 
Shares exercisa ble at 1136 
pence per share ( re presentmg a 
pn·miu m or over 20'Jb abov the 
t.h c n m q l"lg .: t. pri e ). Tl1e5e Lna n 
N o t.e s a nd w<:trran ls have bee n 
placed with th e Ge ne r·a l Electri c 
Maste r He tirem c nt Trust. a $20 
billion , major Unitecl States 
pe ns io n fund . This method o f 
fundin g has several attrac tions 
in cluding utili s ing future cash 
fl ow from the proposed acquisi­
ti ons. minimising dilution for 
existing sh areho lders. issuing 
equity a t a premium. and deve lop­
ing furth e r m ajo r in stitution a l 
re latio nships f()r th e Group with 
Un ited States investors 

1:o llow mg these acqui s ition s. on 
a hi storic pro -h>rma bas is. 94% 

WPP Group plc 

of Group sales and 92% ofpre -tax 
profits are now represented by 
marketing services. Graphics & 
design represents 30% and 34%, 
incentive & motivation 25% and 
12%, sales promotion 7% and 
10%, audio-visual and video 
communications 4% and 7%, 
and specialist communications 
28% and 29%. US operations 
account for 42% in both cases. 

The Group now works with over 
thirty major national or multi­
national clients in two or more 
of its services, as opposed to 
only ten in October of last year, 
re fl ecting the opportunities for 
cross- fertilisation between 
activities nationally and, in the 
future , internationally 

These clients include Allied 
Lyons, Austin Rove r, British Gas, 
British Telecom, Esso, Kod ak, 
Mars , Philip Morris, Prudential, 
Reuters and Unileve1: In addition, 
the Group will now work for 
several multi-national clients on 
both sid es o f the Atl antic, includ­
ing Citicorp, General Foods, 
Levi-Stra uss, Nabisco, Quaker, 
Weetabix and Xerox. 

The potentia l for cross-referral 
of business and the actual pene­
tration achieved is indicative of 
t.h e difb·e nccs between "above­
th e - I in " and "below -tl1e-li ne" 
agencies "At ove -Lhe -line .. 
agencies ca n be compa red to 

brands that compete against one 
anothe r offe ring the same fu ll ­
se rvice to their cl ients. whereas 
"be low -th e -lin e" agencies tend 
to complem ent one-another 
because the ir tasks a re more 
integrative thus otle ring co­
operative opportuni ties. For 
example, to ensure the success 
of a consu mer sales promotion. 
an in centive scheme tor sa les­
men or dea lers to encourage the 
wid est possible product distri­
bution may be necessary At the 
sa me time a co-ordinated des ign 
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for packaging or identity may be 
required together with audio­
visual and video support to 
communicate the promotion's 
objectives internally to 
employees and/ or externally 
to customers. 

Having taken its first steps in 
establishing one of its core 
United Kingdom activities in 
the United States, the Group 
is well placed to both broaden 
its activities in the United 
Kingdom, and develop other core 
activities in the United States. 

Structure 
In order to manage and co­
ordinate this expansion, and 
develop the Group's organisa­
tional structure in both the 
United Kingdom and United 
States , three divisional holding 
companies have been formed -
Rasor Communications Limited, 
Rasor Communications Incorp­
orated and W ire & Plastic 
Products Limited. 

Rasor Communications Limited 
and Rasor Communications 
Incorporated will co-ordinate and 
develop the Group 's marketing 
services activities in the United 
Kingdom and United States 
respectively The Chief Executives 
of all the marketing services 
compa nies in the C roup have 
b een a p p o in te d to these Boar Is 
in the a ppropl·ia le Olll tl _. W\1 r-e 
t heir key o bjective is to 
encourage cross-re fe r ra l be tween 
Group companies a nd the ir 
cl ients. 

This structure responds to the 
increasingly sophisticated and 
geographica l dema nds placed on 
the Group by its clients Although 
some argue that global demand 
for and delivery of, marketing 
services may not yet be significant. 
there is no doubt that the 
operations of most of the Croups 
clients have become increas ingly 



complex and international over 
the last ten years and that this 
has had a significant impact 
on the nature of their demands 
made on their service companies. 
The importance of this structure 
is indicated by the increasing 
number of clients serviced by the 
Group in two or more marketing 
services areas or countries. 

The third divisional company, 
Wire & Plastic Products Limited , 
is responsible for co-ordinating 
the Group's traditional manu­
facturing activities. 

This structure also responds to 
the challenge of monitoring a 
multi-national operation from 
one side of the Atlantic. As Sir 
Gordon White, Chairman of 
~anson Industries Inc., put it 
1 don't believe you can run a 

maJor US company from abroad. 
George Ill tri ed to run the 
United States from Britain and 
look what happened to hi~1 l " 
By relying more on national 
management in each country, 
a stronger organisation will be 
bui lt. 

The public company board will 
contmue to deve lop and imple­
ment the fmancial strategy of 
th e Group thus maintaining an 
appropnate distinction between 
the skills and resources needed 
to manage the professional or 
craft side of the business and 
t_hose needed to manage the 
finan cial sid e. Thi s approach 
ma mta ins a separation between 
the profess ional and finan cial 
aspec ts of the business that has 
proven to be a major a llracli on 
to many of the compani es th at 
havp joined the Croup this year. 
In add iti on, it enables the Group 
to emphas ise what Mi chael 
Porter of the Harvard Busin ess 
School. in ana lys ing successfu l 
competitive stra teg ies, term s 
.. tra nsfe r of skill s" and "share 

WPP Group plc 

activities" amongst its portfo li o 
of companies. 

Incentive and motivation 
One of your Board's key con­
cerns is not only to stimulate th e 
highest professional standards in 
order to attract the highest 
quality specialists in all a reas o f 
its operation, but a lso to see th a t 
they are appropriate ly 
rewarded. To this e nd th e Group 
has already introduced two 
schemes, a stock option plan a nd 
a share purchase pl a n. It is 
intended to introduce at least 
three further schem es w ith 
simila r objec tives - a profit 
sharing plan, an option plan 
specifically des igned for United 
States exec utives a nd a SAYE 
plan. Total se para ti on of th e . 
ownership and the control of a 
company may well have a 
negative effect on perfo rman ce ­
indeed recent academic research 
by such bodies as the Industri a l 
Participation Association and 
Hay Group Inc. suggests that this 
is so. Your Board intend s to 
continue to develop further id eas 
to see that staff and sha reholders 
have com mon fin ancia l goals in 
improving profit perfo rm ance. 

The Group con tinues to trade 
satisfactorily, and th e Board is 
delighted to report that we 
anticipate that 1987 will be 
another record year, we ll up to 
the expectations of th ose both 
inside and outside th e compa ny 

J.R Symond s 
Chainnan 

J( ) 

Hasot· Communications 
l.imih·<.l 

Co- ordinu tes and develops 
1/larl.:c:ting serL'icesfor clients in the 

L ·n it eel A. ingdmn 

GRAPHICS & DESIGN 

INC ENT IV E & 

IOT!Vr\T ION 

SALES PROMOTION 

AU DIO-VISU/\L & 

V ID EO COMMUN IC;\ri ONS 

Hasor C ommunications Inc 

Co-ordinates and de ve lops 
nwrketing :-.-eruices jin· 

clients in the United S tates. 

GRAPHICS & DESIGN 

SPECIALIST 

COMMUN ICATIONS 

\\in· & Plastic PnHiucts 
I.imit .. d 

C · ~ 1 -ordinu tes mu n ufitctu ring 
uct iuit ies. 

COMMERC IAL 

INDUSTRIAL 

AND DOMESTIC 

WIRE PRODUCTS 
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THE CASE FOR SERVICES ­

A GROWTH INDUSTRY 

Ins titutio na l attitude 
Investment institutions have historically been some­
what restrained in committing significant funds to 
service businesses, particularly as the asselS "go up 
and down in the lift" and "in and out of the door 
each day.H 

T his concern has been exacerbated by the fact that 
accounting concepts do not permit companies to 
value their brands or patents or trademarks in 
their balance sheets, by the levels o f purchased 
goodwill carried in service companies· balance 
sheets and by the accounting standards imposed 
u pon them in amortising any such p urchased 
goodwill. 

Warren Bu ffet. the outstandingly successful US 
investo r; has both practically and theoretically 
undermined this suspic ion - practically. by making 
a considerable fortune through investment in service 
companies (he realised that investing in ln terpublic 
Gro up. for exam ple. was really investing in a royalty 
on the giowth of markt~ting expe nditures by its key 
clie nts such as Coca-Cola. Exxon and General 
Motors): and theoretically. in the Annual Reports of 
Hc rkshire 1-!athaway Inc .. h is US investment vehicle. 
In his Chairman's though ts of \984. a fter outlining 
the inadequacies of goodwill accounting. and 
underlining tha t. especially in inflationary times. 
"Goodwill is the gift that keeps giving". he left 
managers and investors with two thoughts· 

"\Ne believe managers and investors a like should 
view inta ngible assets from two perspectives 

I . In a nalysis of operating results- that ;s. in 
evalua t ing the unde rly ing economics of a business 
unit - amorti1-atio n charp;C's should be igno red. 
What a business can be expected to earn on 
unlcwraged net tangibk• assets l'Xduding a ny 
cha rges against earnings for a mortizat ion of 
Goodwill. is the hest guidl· to the ('('Onomic attrac­
tiveness 111' thl' ope ration . It is a IS() the hl'St guide 
to the cu rn·nt valuP of the operation's Pconomic 
Goodwill. 

2. In evaluating tlw wisdom of husill<'SS acqu isi­
tions. amortization ('hargc-•s should bt• ignored alsn 
Tlwy should he deducted neitht'r from earnings nor 
from the t'I IS \ tJf llw husitwss. This nwans ](Jrever 
vit-wing pur('hast>d Good will Ht its fu ll cos l. bf"fon-' 
any amort ization. Furthermnrf'. ('OSt shou ld b<' 
dt-fitwd a s itH"1udin~ tht• fu11 intrinsit· husitwss 
value not just thP n•cordt•d HtTotm ting va lm• - of 
all C'onsideratinn ~iven . irn"SjW('tivt· of mariH' I priet>s 
,,r th<" sec·uritit>s inv<JIW<l at tlw tim(' nfmt•rg('r and 
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irrespective of whether pooling treatment was 
allowed." 

High growth 
Despite this institutional reluctance. service 
sectors have become significantly more important 
economically particularly in the more developed 
economies o f the world. 

ja mes Heskett. a Professor at the Harvard Business 
School'. points out that services "account for nearly 
three-quarters of non-farm employment in America. 
while manufacturing accounts for 20%. Since 1955. 
the number o f jobs in services has increased by 
141%: the number o f manufacturing jobs has gone 
up by only 15%. Of the 44 million new (non-fann) 
jobs created in the United States in the 30 years to 
1983. 90% were in services." 

American jobs 
'\>ofnon·faml ~growth in 

jnbs job~ 
\955 1 ~5 195~·1985 

tn sen•kes 
;l.!iscclhii1CO\tsser.,.ices• \ 2.4 22.4 -230 

Stateandlocal governmem 93 \3.9 -J8EI 

Finance. i11surAnce and propcrt~ 4.6 6 0 - 134 

Retail trade \5.3 17.8 ....1 25 

\\'holesaletrade 3.5 3.9 - 106 
Federal govcrnmen! 43 2.9 - 31 

Transport a11d public utilities 8 .2 5.4 - 28 

Total 59.6 7-U -!- 141 

In producing goods 
Construction 35 4.8 - 66 

i\lining 1.6 1.0 - 22 

:l.lanufacturing 33.3 Hl.9 - " Total 40.4 25.7 - 22 

lbialjo bs (millions) 50.7 97.8 + 93 

Such has been the development of services in the UK 
over the last f<'w years that rvtichael Prowse of the 
Financial Times telt. 

'it is hardly an exaggeration to say that there now 
seems to be two q u ite separate UK economies: a 
sprvin ·-based economy which flourishes in London 
and the South East and a pmduct1on-basf'd economy 
which languishes in the Midlands and the :'>Jorth . 
!'here are those whtl lalk airily of a new ·p11st 
industrial sndety'. a bustling ~ncl vibrant 
information-bawd sen.:i('C economy which is 
perhaps best symbolised by the frenetic activity in 
financial mark(•ts tlr tlw .appanmtly non-st<Jp gn1wth 
of business sl.'rvin•s such as manag«?nwnt 
nJnsultan<·~.:." 
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Whether the distinction is geographical or not, 
it certain ly has created a tale of two economies. 

The increase in the output of services in the decade 
to 1984 was equivalent to about 80 per cent or 
more of the total increase in Gross Domestic 
Product. The contribution of services to the overall 

A tale of two economies 

Output First half. 1979 = 100. constant prices 

115 

11 0 Other industries 
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90 

85 
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1979 1980 198 1 1982 1983 1984 1985 

Source: CSO 

mcrease in Gross Domestic Product between 1979 
and 1984 was even more signifi cant. In this period , 
the in crease in the output of service industries was 
apparently close to 150% of the ri se in total Gross 
Domestic Product. Why was the services economy 
able to contribute to such a large proportion of 
recent Gross Domestic Product growth?- by growing 
faster than the rest of the economy. In the decade to 
1984 , service output grew by 21 % in real term s ­
seven percentage points more than the economy as 
a whole. 

More e mployment 
The distinction was re inforced by employment 
sta ti sti cs - over the decade to 1984, 2.7 million jobs 
were lost in manufacturing and construction, whilst 
1 .2 milli on were created in services. Our experi ence 
was matched elsewh ere. Over the same period. 
West Germ an manufac turing employment fe ll by 
17.9%, whil st services rose by 10%. 1n the Uni ted 
States, manufacturing fe ll by 7.9%, wh ile servi ces 
rose by 30%. 

In 1983. according to james Heskett. between fiO' )h 
and 80Yh ofj obs in Austra lia. Canada, japan and 
<'Very lead ing Wes t European country. as we~ \ I as in 
Kuss ta and Cze C"h os lovaki a. wen• in se rvices. 

--- -----

In Britain services now account for two ou t o f every 
three jobs and m o re than h a lf o f to tal Gross 
Domestic Product. During th e past 35 years. service 
employm e nt has jumpe d from 43% to 65% o f th e 
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tota l workforce: the proportio n in manufac turing 
has fall en from 40% to 25% In th e US, servi ces 
accounted for 75% of jobs in 1985 versus 64cro 

in 1965. 

Higher leve ls of incom e , more se r vices 
T he economi sts' justifi ca ti o n tor this h as te nd e d to 
be because th e demand fo r se rvice s is re lati ve ly 
"in come e lasti c" - as econ om ies grow ri c he r. 
people spe nd a sm a lle r proportion o f th e ir inco m e 
on food a nd durable goods a nd deve lop ne w tas tes 
for services. 

Also there is a link be twee n a co untry's 1n comc per 
head and the size o f its serv ice sec tor. In 19H3. in 
Ame rica , 69% of a ll jobs we re in se rv ices. versus 
25% in Turkey 

Se rvices growth softens the manufacturing 
re cession 
Thi s growth in se rviC( ' 111d11 Sint ·s ha s hC'en rcs po n­
si h ie fi1r so !'ten i ng thC' tm p a cl on Ll w OV('ra ll C' ('( momy 

o f wh a t wou ld have· ht ·c·n Htl t •vt ' ll dt ' l ' !Wr m a nufac­
turin g n •( ' l 'SS !o n 
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%Cha nge in payro ll s in the United Sta tes. 

Recession Manufacturing Services 
198 1-82 11 .2 + 0.6 
1973-75 11.9 + 3.3 
1969-70 7 .3 + 3. 1 
1960-6 1 6.4 + 0.9 
195 7-58 - 10.0 + 0. 1 

Service companies growing faste r and more 
profita bly 
It is not surpri sing, therefore, th a t service companies 
a re growing faster In 1984. amongs t th e 1.000 
fastes t-growing pri va te com pa ni es in th e United 
Kingdom, 503 were service companies against 4 11 
the previous year T hey a lso made more money-
a n average of £60 3.000 versus £460.000 for 
manufac tu r ing compani es. 

The self-service economy 

Expenditure on services by size of fami ly budget 

,• 1963 .· 28 
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Weekly family budget. 1980 Price(£). 

Source: Ban k of England. 'After Industrial Socier/. 
j. I. Gershuny 
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THE CASE FOR INVESTMENT 

IN THE MARKETING 

SERVICES INDUSTRY 

Grov.1:h in overall expenditure 
Advertising and promotional expenditure has grown 
by over 18% per annum to approximately £10 billion 
over the last ten years in the United Kingdom and by 
~o~e than 10% per annum to approximately $300 
b1lhon over the last 10 years in the United States. 

Faster growth below-the-line 
Whilst this overall growth has been impressive, 
these figures disguise a significant recent slowdown 
in the growth of advertising expenditure and a shift 
that has been taking place between "above" and 
"below-the-line" activities. In the United States in 
1985 and 1986, advertising expenditure grew ' 
by only 6-8% per annum and is projected to grow 
at only 7-8% this year. Whereas ten years ago 
promotional expenditure in the United Kingdom 
was 4 7% of total advertising and promotional 
expenditure, it now accounts for over 55%. In the 
United States the same applies- in 1978 media 
advertising accounted for 42% of total advertising 
and promotional expenditure, whereas by 1985 
tt accounted for 35%. 

Where the promotion dollars go 
% of total 

45% 

Media advertising 

40% 

Trade promotion 

30% 

25% 

Consumer promotion 

1978 1979 1980 198 1 1982 1983 1984 1985 

Source: Donclley Ma rketing 

Moreove t~ not only has sales promotional expendi­
ture been growing faster th an media expenditure. 
Even m the United Kingdom , public relations and 
design expenditure have grown by 15-25% per 
annum over the last fi ve years, against approxi ­
mate ly 11 % for media adverti sing Only direct 
marketing expenditures have lagged media expendi­
ture at just over 9% per annum , and thi s may be 
cl ue lo the imprecision of the stati stical base. 
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In December of last year. J. Tylee Wilson, th en 
Chairman ofRJR Nabisco summed up th ese major 
shifts in adve rtising and promotion a l e xpenditure 
from the client's point of vi ew: 

"If television and magazines arc bo th suffe ring, 
where is advertising money going7 Some of it to old 
friends- promotion. direct mail and product 
publicity They are be ing call ed "non-traditional 
advertising." Industry figures tell the story Advert­
ising spending grew 7.9% in 1985 and is on a 7.6% 
growth track for 1986. This follows years of 10% to 
15% growth. By contrast, many agenct es report the 
non-traditional are as are growing by 20% or more , 
and may ultimate ly account for as much as 50% of 

revenue". 

Short-term factors behind 
"below-the -line" growth 
It is true to say that some of the re asons for this 
decline in media advertising's share and shift in 
expenditure are short-te rm. 

Low inflation 
Particularly, in rece nt years low inflation rates have 
made it difficult for companies to pass on cost 
increases through price increases to th e consumer­
so they have looked for more direct and se lf­
liquidating ways of selling their products 

Agency megamergers . 
Further agency m egamerge rs have , for practical 
and emotional reasons. encouraged clt ent manage­
ments to concentrate on th e va lue th ey are rece iving. 

Again]. Tylee Wilson expressed th e c lie nt's vi ew: 
"With very few exceptions. th e wave of m e rge rs has 
benefited the sharehold e rs and manage m e nt of th e 
agencies- and be li eve me . I am ve ry happy for 
them. But I'm th e c li e nt- and I'm se lfi sh . Show m e 
how the merger will improve se rvi ce Show m e how 
it will improve creativity And show m e why 
I should not be conce rn ed about co nfli c ts". 

However, as infl a tion rates ri se and a s c li e nts realise 
and recognise th e benefit s of age ncy m egame rge rs 
in terms of add ed resources and geographtca l 
coverage. th e impact of th ese short -term factors 
may dimini sh 

Long-te rm facto rs behind "he low-the-line'' growth 
But, there a re two maJor lon g -te rm fac tors that 
a re unlike ly to dimini sh . a nd m ay we ll increase 111 

importance 
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Measurement or advertising 
Firstly. the measurement of advertising and promo­
tiona l expenditure has always been difficult. "I 
know I waste half my advertising budget. but I don't 
know which half" is a common complaint. but there 
have been very few technological d evelopments 
that have enabled advertisers to effectively measure 
the results of their expenditure. 

This problem has been emphasised by the increasing 
cost per thousand ohelevision advertising as media 
rates have risen faster than the rate of innation and 
network audiences have declined. In the United 
Kingdom in 1986. the cost of TV air-time was 
24% up on the retail price index. while audience 
levels were 5% down. In 1987, rates were again up 
by over 25% and ITV's share slipped by 3% in the 
fi rst calendar quarter: 

At the same time, less expensive alternatives such 
as cable (46% penetration in the US) and satellite 
television have proliferated. Moreover, the viewing 
habits of the "flipper", "zipper" or Mzapper" may have 
reduced the effectiveness of advertising. Research 
has shown that 9% zap and 34% fl ip or zip TV 
ads, and that 46% of US homes have electronic 
selection. At the "Ielevision "87 Conference in 
Copenhagen the managing d irectors of Ford Motor 
Company and Smith's Crisps warned that television 
media infla tion was forcing them to reconsider 
their commitment to television advertising and 
examine more creative ways to spend their 
budgets. In addition, the effectiveness of 
newspapers and magazines has declined. In the 
United States since 1977. newspapers and 
magazines have doubled their charges for reaching 
1000 readers. In newspapers 30 out of the top 
100 advertisers spent less in 1985 than in 1984. 

Even where technological developments have been 
effective in measuring the potency of advertising 
expenditure. such as the single-source data provided 
by companies like Information Resources. A.C. 
Neilsen & Co or Arbitron/ SAMI. sometimes the 
results have been disturbing lead ing to the 
t:onclusion that increased expenditure does not 
necessarily lead to increased sales. According to 
some of the tests perfOrmed by these companies. 
even doubling T\' spending fi·om say $5 million to 
$10 million a year may not pay 

"'it's frightening."" admitt.Pd Honald Kaatz. director of 
media concepts at J Waiter Thnmpson USA. "'hut 
brands dou ble tht>ir ad hudgrts in most of these 

tests, and nothing happens to sales. That says there 
have to be a lot of other variables out there." 

Moreover developments in retail stores such as 
Electronic Point of Sale (EPOS) and Electronic 
Funds Transfer at Point of Sale (EFTPOS) will 
actually make the measurement of promotional 
activity even easier. 

As Fortune magazine expressed it in June 1986, 
"The growth of promotion probably mirrors the 
infusion of calculators into the hands of corporate 
management because in a 'Scientific' environment 
that which is measurable is often valued more 
highly than that which is not". The results of sales 
promotion are fast and quantifiable. 

Media fragmentation 
Secondly, technological developments such as in 
computing. in satellites. and in audio-visual and 
video communications have enabled marketeers 
to more accurately define their target markets. 
and employ a ~rifle" approach rather than a 
"blunderbuss" approach. 

Peter J. Spengler: a vice president at Bristoi-Myers 
Co .. naming two competitors. said M! could isolate 
LOreal users or Anadin users. This didn't exist five 
years ago. The ability to reach millions of your 
[competitors· customers] in a very personal way has 
people looking at this technique much more aggres­
sively"" He added that Bristoi-Myers planned to test 
some direct-marketing programmes 

Procter & Gamble. H. J. Heinz Company, 
Hi ram Walker. Quaker Oats. and Miller Brewing 
have recently admitted similar experiences. Jay 
Neidenberg. group product director at Mill~r 
Brewing said. "You can'tjust try to reach the 
masses with one over-all approach. That approach 
traditionally meant advertising. No longer can 
you sa)< ·Here's a national consumer promotion· 
and expect that ifs going to apply to everyone 
You have to develop a variety of programs that fit 
the various needs of the marketplace .. 

These ways of reaching the consumer. sometimes 
confusingly termed M media fragmentation". M micro 
marketing", ""maxi-marketing" or '·narrowcastingM 
have directly contributed to the growth of specialist 
"below-the-line·- skills such as direct mail. direct 
marketing. public relations. sales promotion. incen­
tives. graphics and design. audio-visual and video 
communications. and specialist communications. 
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Stan Rapp and Thomas Collins the founders of one 
of the most successful direct-marketing firms 
summed up the opportunity: 

"In this new land, you will know the name and 
address of the end-user of your products, regardless 
of share or how the purchase is made. Your 
advertising will be linked direclly to measurable 
sales. You will hunt down users of competing 
brands &nd lure them away with a dazzling array of 
value in added services." 

Feona McEwan, in reviewing Ra pp a nd Collins' 
thoughts, wrote in the Financial Times: 

"Radical changes in the marketing landscape, largely 
the resuJt of computer technolog,t are revolutionising 
marketing techniques and practices, they say. The 
mass marketing of the 1950s and 1960s has given 
way to segmentation of defined consumer groups in 
~e 1970s which continue to be refined by the 
mche marketing of the 1980s. 

O~ce there was one Coke for the thirsty. one Clairol 
ha1r dye for colouring treatments and one type of 
Holiday Inn for travellers. 

B~ the mid-1980s Robitussin was offering four 
k1~ds of medicine in the US for four kinds of cough. 
Bn_stol-Myers was selling eight kinds ofClairol in 
lotion, gel, mousse, etc and Holiday Inns and Hilton 
both offered choice of luxury or budget accom­
modation. Coke is now available in many forms, 
Cherry. New Coke, Coca-Cola Classic, Fresca. Tab, 
Caffeine-Free Coke and who knows what more." 

Underlying reasons are demographic and 
habitual 

The underlying trends behind these shifts in 
expenditure patterns are deeply ingrained in the 
demographic and marketing statistics in the 
United States and the United Kingdom. Consider 
these facts from the POPAI/ Du Pant Consumer 
Buying Habits Survey (all American but all, if 
availa ble, similarly reflected in Britain): 

• In 1986 over 80% of every dollar spent resulted 
from In-Store decisions versus 65% in 1977. 

o !n 1986 60~ of consumers surveyed bought 
Items they d1d not set out to buy 

• 16% of consumers entered the store intending 
to purchase an item in a certain category, but 
without a specific brand in mind. 
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• Another 5% of consumers S\'-"itched the brand 
they planned to buy once they were in the store. 

• The three networks combined share of audience 
at prime-time has shrunk from H9% in 1978/9 to 
73% in 1984/ 5. 

• In 1985 71% of women we re work in~ versus 39% 
in 1970. 

• T he average supermarket has increased by 
a lmost two and one-half t imes in s ize from 
13.000 square feet in 1974 to 30.000 square fee t 
in 1985. 

• T here has been a steady inc rease in the 
number of products o n supermarket shelves 
(now 15 .000-25.000). 

• 46% more new products were introduced to 
supermarkets in 19H5 versus 1982 

• 70% of all products in supe nnarkcts were intra· 
duced since 1975 

• The average length of a shopping trip shrunk from 
just unde r 30 minutes in 1975 to just over 
20 minutes in 1985 

In reviewing these t rend s. Jose ph .Laird . a n invest­
ment analyst at Hambrcch.t & Qu1st: ~ommented­
"My unmistakable conc lu_s1on - trad1t10na l advel't­
ising vehicles basically stm k -it's not the short­
sightedness of brand managers that has caused 
promotions spending to explode. 1fs cnechveness 
and accountability which leads us to techno logy.·· 

In other words the consumer is spending less t ime 
a t home watching te levision all(/ less time s hopping 
in a bigger store, whi lst be ing confronted with a 
wider a nd more rapidly changing array of prod ucts 
which are technologically less differentiated . The 
consume r battle -ground has thcrdiH·c> s hirted signi­
ficantly from the home to in -store and to dom ina ting 
cha nnels of distribution particu la rly whe n rt>ta ilers· 
own label and generic products o iler addi tional 
competition 

As John Que lch a nd Kri stina Cannon-Bt1nventn• 
wrote in 19A3 in the llarvard Bus11wss Kevipw· 
.. Retail stores have benmw tht• nPwest hattlt•­
ground in the war of ron sunH'r good s liHtnll­
facturers to win c ustonwrs ,\ s advt·rtisml! costs 
soar. n!tail saiP.s t'OiH·ts dt'lt•rioratt·. and <"onsLmw l·s 
become mort' discnminatLn~. manufftt'tun·rs ctrt> 
discovering tht' llt't'd to n ·ach polt' n\lal h u_vt•rs 
directly a t the tinw a nd pla tT eH wh L<·h tht· b uyi ng 
decision is ma(h' - tlw poi nt " I" purdHISt' !'•la nufaet-
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urers are finding that such tools as well -designed 
displays. d ist inctive packaging, price and sample 
promotions, and in -store advertis ing can provide 
them with a competitive edge." 

Fortune magazine recently reviewed the new age of 
high-tech supermarket shopping, where a computer 
changes the price tags, video display terminals offer 
recipes and recommend wines. other machines 
spit out coupons and still others point out 
which aisle has the Charm in. 

These trends enhance the importance of integrating 
and co-ord inating marketing skills such as promo­
tions, premiums. salesforce incentive schemes, 
packaging, point-of-sale material and in-store 
advertising, and present the opportunity for 
deve loping "below-the- line" consultancy services. 

For example, as Richard Williams of Allied Inter­
nationa l Designers Ltd wrote in Marketing Week. in 
September of last year. "Innovation in packaging is 
one tactic which manufacturers have almost entirely 

• overlooked in the battle for supermarket shelf 
space. And yet physical pack innovation offers the 
opportunity to create winning products in three ways. 
First. by improving pack performance significantly 
in terms of ease of use. Second, by creating a new 
approach to existing products which matches them 
more closely to consumer aspirations and lifestyles. 
And finally. by harnessing developments in pack­
aging technology to create totally new product 
offers. 1t is one of the few areas of opportunity 
still available to manufacturers in the increasingly 
one-sided battle with the grocery retailers." 

The potential success of this approach was illus­
trated in 1979 by Nabisco when the Company 
standardised the package design of its chocolate 
covered cookies a nd the market share rose from 
24% to 34% by 1981 

A Wealth Wa rning 
However, as "below-the-line's" share of total adver­
tising expenditure grows. clients will increasingly 
focus on the effectiveness of the ir expenditure 
This will require more creative bl"eakthroughs. new 
executions. new graphics. and ··new approaches to 
the mbtivation of Yuppiedom."' Without these break­
throughs the growth of below-the-line may be 
neeting. a nd it is to meet this challenge that the 
WPP Grou p has heen rl"eated and will be develnpl:"d 
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Size and growth rates of United Kingdom 
marketing services over the last ten years. 
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Services: 

Founded in 1962, the Business 
Design Group provides design 
services, including design 
management, space analysis, 
space planning, interior design, 
furniture and product design, 
graphic design , supply and 
installation and facilities 
management. 

WPP Group plc 

Business Design Group Limited 

Principals: 
Brian Key 
Chairman & Chief Execu tive 
Jeremy Rewse-Davies 
Design Director 
Stephen Todd Sales Director 
Brian Thorn Finance Director 

Derek McConnell 
Marke ting Director 
Andrew Howard 
Design Sales Director 
Stephen Hitchins 
Graphics Director 

Partial Client List: 
American Express 
Arthur Andersen & Co 
Avis 
Barclays Bank 
Black & Decker 
The Boots Company 
BOC 
BP 
Guinness 
Hewlett Packard 
John Lewis Partnership 
London In ternational 
KPMG Peat Marwi ck McLintocl< 
Security Pacific/ Hoare Gove tt 
Volvo 

IH 

Head Office: 
The Mee ting House 
Lewins Me ad 
Bristo l BS 1 2NN 
Tel (0272) 279 137 

Other Offices: 
6 Me rce r Street 
Cove nt Ga rd e n 
London WC2H 9QG 

9 He n e age Stree t 
London E 1 5Lj 

Ke nn c t House 
80 Kin gs Hoad 
Reading RGI 1B U 

37 1 Millbrook Road We st 
Southamp ton SO l OHW 

Euroway Ind ustria l Park 

Swin d o n S N5 8YW 



Services: 
Found ed in 19 74. O a kley Young 
Associa tes is a des ign co nsult­
ancy spec ia li s ing in corpora te 
gra phics, in cl uding packagin g. 
corpora te ide ntity a nd p rom o­
tio na l lite ra ture ; inte ri o r des ign 
fo r th e re tai l a nd le isure 
ind ustries; and the d esign and 
prod uc ti on o f m e rcha nd is ing 
a nd po int-o f~ purc h ase m a te ri a l. 
and of prom oti ona l p remiums. 

W PP G ro up plc 

GRAPHICS & DESIGN 

Oaldey Yo ung Associates Limited 

Principals: 
Paul Oa kl ey 
j oint Managing Director 
Oavid Yo ung 
j oint Ma nag ing Director 
Alan Taylor Crea tive Director 
Ga ry Simmonds Sales Director 

Mark Sim monds 
Ma nag ing Direct01: OYA Proiects 
Robin Spence 
Ma naging Director 
0 };4 Fourth Dimension 

Partial Clie nt List: 
Alli ed Lyons 
Bass Charrington 
T he Boots Com pany 
Burton Group 
Currys 
li P Foods 
Kenne r Pa rker 
The Post O ffi ce 
Kow ntrce l\ lackintosh 
j Sai nshury 
Yarcl lcy of London 

l L) 

Head Office: 
Blaby Hall 
Blaby 
Leicester LE8 3FA 
Tel (0533) 7705 11 



Services: 
Founded in 1976 

Sampson/ Tyrrell ,is a graphic 

destgn company specialising in 
marketing and corporate 
communications, including 
corporate identity and design for 
consumer, industrial, property 
and msurance companies. 

WPP Group plc 

GRAPHICS & DESIGN 

Sampson / 7Jpnll Limited 

Principals: 
Martin Sampson 
Design Director and joint Chief 
Executive 
Terry Tyrrell 
Design Director and joint Chief 
Executive 
Peter Widdup Design Director 
Dave Alien 
Head of Marketing 
Communications 
Donough O'Brien 
Head of Corporate 
Communications 
Mike Selway 
Head of Corporate Identity 
Peter Gomme Financial Control 

Partial Client List: 
British Gas 
BP 
Briti sh Telecom 
Citizen Europe 
DEC - Digital Equipm ent 

Corporation 
Daiwa Securities 
EftPos UK 
Ern st and Whinn ey 
Eurocheque Inte rn a ti ona l 
Healey & Baker 

2 !J 

Hilli e r Pa rke r 
Kod a k 
Legal & Ge n e ral Gro up 
Nati o nal A udit Offi ce 
Tra fal g ar Ho use De ve lo pme nts 

Head Office: 
Th e Carriage Hall 
29 Fl o ra l Stree t 
Lond o n W C2E 9DB 
Te I ( 0 I ) 3 7 9 71 2 4 

Other Office: 
39 Kin g Strcf' t 
Lo nd o n W C2E 8JS 



Services: 
Founded in 1981. Sidja kov 
Berman Gomez & Pa rtn e rs is 
a unique m arke ting communica­
ti ons firm spec ia li s ing in to tal 
communications planning fo r 
corporations in a ll ty pes of 
industri es. It provid es inte r­
re lated ex pe rtise with spec ia l 
emphas is o n pac kage des ign . 
corporate id e ntificati o n . re ta il 
fac iliti es design, and na m e 
deve lopment. 

\XIPP Group plc 

GRAPHICS & DESIG 

Sidjalmv Berman Comez & Partners 

Principals: 
Nicolas Sidjakov 
Creative Director 
je tTy Berm an Creative Director 
Flavio Gomez 
Directo1: Account Management 
Michae l Purvis Account Director 

Larry Roellig Account Director 
j e ffrey lva rson Account Director 

Barbara Vick Desig n Director 

Courtney Reeser Desig n Director 

Pm·tial Client List: 
Anheuser-Busch 
Bea tri ce/ Hunt-'vVesson Foods 
Carnation 
Citi corp 
De l Monte 
Frito-Lay 
Gene ral Foods 
General Mi lls 
Kra ft roods 
I ,evi-Strauss 
Mi ller Brewing 
'\iestle 
Pill shury 
The Qua ker Oa ts Company 
\ Vee tabix 

2 1 

Head Office: 
3727 Buchanan Street 
San Francisco 
California 
CA 94123 
Tel (415) 931 7500 



Services: 

Founded in 1969, YAP is a 
graphic design company 

speciali sing in packaging and 
promotional, technical and 
educational material , and also 

provides a related and integrated 
above-the- line agency service. 

--- -- -

WPP Group plc 

GRAPHICS & DESIGN 

VAP Group Limited 

Principals: 
Phillip Flook Chainnan 
Trevor ]ones Managing Director 
Charles Day Marlreting Director 

Andy Cooke 
Client Services Director 
Brian Evans Account Director 
Frank Harte Resource Director 

Partial Client List: 
Amersham Intern ational 

Austin Rover 
Black & Decker 
Clifford s Dairies Products 
County Dairies 
Genera l Foods 
Marks & Spencer 
Oxford Instrume nts Gro up 
Oxford Un ivers ity Press 
Rank Xerox 
Socia l Surveys (Gallu p Poll) 
Unipart Group 
Vauxhall- Ope l 
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Head Office : 
YAP House 
Langford Lane 
Kidlington 
Ox fo rd shire OX5 1 LL 
Tc l (08675) 546 1/ 2 / 3 



Services: 
Found ed in 1970, W alke r 
Group/ CNI is a multi -disciplin e 
d es ign compa ny e ncompass ing 
the services of a rchitecture , 
interio r, gr a phic a nd industr ia l 
des ign , and is the premie r re tai l 
des ign spec ia li st in North 
Ame ri ca. 

WPP Group plc 

GRAPHICS & DESIGN 

Wal!?er Group/ CN!lnc 

Principals: 
Kenneth Walker President 
Lawrence Israel Chairman 
Mark Pucci Principal-in- Charge 

Joe Roher 
Vice President & Chief 
Operating Officer 
Robert Carullo Vice President 

Martin Jerry Vice President 

Anthony LoGrande 
Vice President 
David Wales Vice President 

Partial Clie nt List: 
Bloomingdale's 
Burd ine's 
Citibank 
Coca-Cola 
FAO Schwarz 
Galeries Lafayette 
Hallm ark 
Ha rrods 
I Magnin 
Izod 

.J C Penney 
Macy 's 
Okajima 
Saks Fifth Avenue 
Xerox 

Head Office: 
320 West 13th Street 

New York 
NY 100 14 
Tel (2 12) 206 0444 

Other Office: 
801 South Flower Street 

Los Angeles 
California 
CA 90017 



Services: 

Founded in 1980, the Grass 
Roots Group offers individually 
designed incentive programmes 
to motivate clients' sales teams 
and work forces, and offers travel­
based promotions and incentive 
programmes for clients ' products 
using travel and other vouchers. 

WPP Group plc 

INCENTIVE & 

MOTIVATION 

Grass Roots Group 

Principals: 
David Evans 
Chainnan and Chief Execu tive 
Frank Bail li e Director 
Rik Burrage Director 

Rob Darcus Director 

John Doe Director 
Terry Hayes Director 

Julie Hewer Director 

Roger Kilner Director 

James White Director 
Ray Wood Director 
Warren Ross Company Secretary 

Partial Client List: 
Allied Lyons 
Audi-Volkswagen 
The Boots Company 
British Gas 
British Telecom 
Citicorp 
Colgate 
Epson Computers 
Ford 
Heinz 
Marks & Spencer 
Mars 
Oli vetti 
Prud enti al Assuran ce 
Row ntree Mack in tosh 
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J Sainsbury 
United Biscu its 
Va uxha ii -Opc l 

Head Office: 
Pcndlcy Manor 

Tring 
He rtfo rd shire HP23 5QZ 
Te l (044282) 6674 

Other Office: 
77 Brook Stree t 
Lo nd o n Wl Y 1 YE 



Services: 
Founded in 1976, P&L 
International Vacationers is a 
d estination managem e nt con­
s ultant s p ec ialising in the 
organisation of incentive and 
conference trave l, motivational 

packages, bus iness e nte rtain ­
m e nt, corporate seminars a nd 

the trave l re quirem e nts of 

special inte res t gro ups 

WPP Group plc 

INCENTIVE& 

MOTI VATION 

P&L lntemational Vacationers Ltd 

Principals: 
Philip Christey Chairman 
LaUJ-a Morgan Manag ing Director 

Ve ro nica Bliss 
Director of Operations 
He le n Barnes Account Director 

Elizabe th Drake 
Operations Manager 

Partial Client List: 
Bang & Olufsen 
BASF 
Bass 
Ciba Consume r Pharmaceuticals 
Gen e ral Motors of Canada 
Gille tte 
IBM 
Paine Webber 
Roll s- Royce Motors 

Seal ink 
Sta nd ard Life Assurance 

Untted Rum Merchants 

Wigg ins Teape 

2 :1 

Head Office: 
I Sherwood Street 
Piccadilly Circus 
London WI V 7RA 
Tel (01) 437 99 15 



Services: 

Founded in 1977, Mando Photo 
is a below-the-line marketing 
and sales promotion company 
specialising in the creation, 
design and execution of sales 
promotions and premium 
offers. 

WPP Group plc 

SALES PROMOTION 

Mando Photo Company (UK) Limited 

Principals: 
Cliff Ash joint Managing Director 
Alan Selby 
joint Managing Director 
Pau!Sanchez 
Group Financial Director 
Brian Gibb Director 
Martin Kent Director 
Graham Filleul Director 

Partial Client List: 
British Gas 
BP 

Brooke Bond Oxo 
Courage 
CPC 
Cussons 
Duckhams Company 
Du lux 
!PC Magazines 
Moulin ex UK 

National Westminste r Bank 
Pretty Polly 
Quaker 

Rothmans International 
Van Den Bergh s 
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Head Office : 
100 High Street 

Waddesdon 
Ayles bury 
Buckinghamshire J-IP1 8 UJP 

Tel (0296) 651151 

Other Office: 
44 _50 New Oxford Street 

London WC 1 A 1 ES 



Services: 
Founded in 1972. Scott Stern is 
the larges t sales promotion and 
des ign consultan cy in Scotland. 
It is in volved in th e deve lopment. 
implementa tion a nd co -ordina­
tion o r a ll aspects o r sales 
promotion programmes from 
creative concept to coupon 
redemption , and the d esign of 
pac kaging a nd po int- of-sale 
mate ri a l. 

WPP Group plc 

SALES PROMOTION 

Scat/ Stern Associates Limited 

Principals: 
Glasgow: 
Harry Scott Director 
Raymond Stern Director 
W illi a m Mather 
Associate Director 
Cordon McBride 
Associate Director 
j ames Waterson 
Associate Director 

London: 
!an McAllister Director 

Partial Client List: 
Asda 
Barker and Dobson 
British Gas (Scotland) 

British Steel 
The Daily Record and Sunday 

Mail 
Guinness 
John Lees & Company 

Letraset 
Lever Brothers 
Projectlink 
Scottish & Newcastle Breweries 

Seven -U p 
South of Scotland Electri city 

Board 

2.7 

Whyte & Mackay 

Head Office: 
8 Newton Terrace 
Glasgow G3 7PY 
Tel (041) 22 1 6882/ 3/ 4 

Other Office: 
60/ 62 Victoria Road 

Surbiton 
Surrey KT6 4 W 



Services: 

Founded in 1980, Metrovideo's 
principal activities are the 

provision of audio-visual and 
video equipment and its 
installation , servicing and hire, 
primarily for presentations, 
product launches and trade 
shows, demonstrations, exhibi­
tions and conferences. The 

company also provides equ ip­
ment for advertising, training 
and recruitment and offers 

production, editing and standard s 
conversion facilities. 

WPP Group plc 

AUDIO-VISUAL & 

VIDEO COMMUNICATIONS 

Metrovideo Limited 

Principals: 
David Pacy Managing Director 
Paul Jackman Director 
Geraldine Scher 
Marketing Director 
!an Taylor Financial Director 

Partial Client List: 
British Airways 
British Gas 
BP 

British Telecom 
Esso 

Legal a nd General 
LWT 
NCR 
The Post Office 
Prudential 
Reute rs 
Visa International 
Eighteen of the top twenty 
United Kingdom advertis ing 
agenc1es 

2H 

Head Office: 
The Old Bacon Fac tory 
57-59 Great Suffolk Street 

London SEl 0135 
Tel (01) 928 2088 



Services: 
Founded in 1982, Harvard 
Capital Group is a financi a l 
communicati ons company 
It provides marketing services 
in clud in g des ign . copywriting, 
media buying, graphics and the 
production 8f promoti onal 
m ate rial, m a rketin g consultancy 
and support se rvices fo r th e 
placement o f new debt and 
equity issues , such as initi a l 
public offerings, mutual funds 
and limited partne rships. It a lso 
provides re la ted services such 
as inves tor communicati ons. 
med ia advertising and the design 
of annual reports a nd capability 
brochu res. 

WPP Group plc 

SPECIALIST 

COMMUNICATIONS 

1-/arvard Capital Croup !ne 

Principals: 
David Geliebter President 
Katy Munger 
Director of Crea live Services 
Peter Wong Design Director 

Partial Client List: 
American Finance Group 
Bear Stearns & Company 
Drexel Burnham Lambert 
E F Hutton & Company 
Liberty Mutual Insurance 

Company 
Merri ll Lynch & Company 
Metropolitan Life 
The New England (formerly New 

England Life) 
Prudential-Bache Securities 
Shearson Lehm an Brothers 

Head Office: 
40 Exchange Place 

Suite 605 
New York 
NY 10005 
Tel (2 12) 514 8760 



Services: 
Founded in 1949, Pace 
Communications is a full-service 
advertising agency serving clients 
principally in the marketing of 
commercial and residential 
property Services provided 
include brochure design, copy 
writing, media buying, graphics 
and the production of promo­
tional material. 

WPP Group plc 

SPECIALIST 

COMMUNICATIO 

Pace Communications !ne 

Principals: 
Milton Bagley 
President and Chief Executive 
Officer 
Richard Nulman 
Executive Vice President and 

Chief Operating Officer 
John Crimes Vice President 
Max Weintraub 
Secretary- Treasurer 
George Neuhaus 
Chief Financial Officer 
Randall Arthur Vice President 
Steven Erenberg Vice President 
Lawrence Turk Vice President 

Partial Client List: 
Calton Homes 
Dellwood Foods 
F P A Corporation 
Gilbert, Charles, Beylen , 

New York 
Goodstein Management 

Company, New York 
Haft-Gaines, Deve lopers 
Hovnanian Enterpri ses 
Orleans Builders and Deve lope rs 
M J Raynes 
Rose Associates 
Charles H Shaw Company 
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Solomo n Eq uities 
Zeckendorf/World-Wide Realty 

Corporation 

Head Office: 
485 Fifth Avenue 

New York 
NY 10017 

USA 
Te l (212) 818 0100 



Product Range: 
Manufacturer of domesti c wire ­
products for the kitchen and 
bathroom; manufacture rs of 
industrial wire -prod ucts for 
pharmaceutical companies; and 
manufacture and distribution of 
comm ercial wire products and 
shopfitting equipment fo r 
supermarkets. 

Directors: 
Cordon Sampson 
Albe rt Summerfie ld 
Brian Simpkin 
John Forsyth 
Ho be rt Bead les 
John Boyde 
Anthony Ste bbing 
Desmond Green 
Mi chae l Simmond s 

Partial Client List: 
Argy ll Group 
AS DA 
Fine !:a rc 
Glaxo 
Gra tton 
House of h -asf'r 
!. C. I. 
John L('w is Partiw rship 
Ma rk s & Spencf'r 

WPP Group plc 

MANUFACTURING 

May & Baker 
Safeway Food Stores 
Sears 
Smith, Kline & French 
Superdrug 
Tesco 
Wellcome 
Woolworth 

Alton (Coprima) Ltd 
Dover Road 
Folkestone 
Kent CT19 6NR 
Tel (0303) 42176 

Alton Wire Products Limited 
Industrial Estate 
Pennypot 
Hythe 
Kent 
CT216PE 
Tel (0303) 66061 

Cortursel Limited 
New Road 
Swan more 
Southampton 
Hampshire 
S032RA 
Te l (0489) 32 198 

] I 

Newmaid Housewares 
Adnitt Road 
Northampton NNI 5LD 
Tel (0604) 34364 

North Kent Plastic Cages 
Limited 
North Kent Engineering 
Limited 
Home Gardens 
Dartford 
Kent 
DAllER 
Tel (0322) 21488 

Staffordshire Holloware 
Limited 
Histon Evercool Limited 
Prospect Road 
Burntwood 
Walsall 
WS7 OAG 
Tel (05436) 7383 1 

Refrigeration (Bournemouth) 
Limited 
36 Nuffield Estate 
Poole. Dorset 
BH17 7RA 
Tel (0 202) 68286 1 



WPP Group plc 
JR. Symonds (Chainnan) 
R.E. Lerwill 
rM.C. Rabl 
G.C. Sampson 
M.S.Sorrell 

C.F. Schulten (Secretary) 

M.W. Ho ban 

Rasor Communications Limited 
C.F.Ash 
PJ Christey 
D. Evans 
rG. Flook 
T.H.jones 
s.r Key 
RE. Letwill 
L A. Morgan 
G.P.Oakley 
D. Pacy 
rMc. Rabl 
G. C. Sampson 
M.Sampson 
C. F. Schulten 
H.E Scott 
A. Selby 
M.S. Sorrell 
R. Stern 
s.r Todd 
Tj. Tyrrell 
D.R.j. Young 

Rasor Communications Inc 
M.F. Bagley 
j. Berman 
D.Geliebter 
EM. Gomez 
RE. Lerwill 
D. Morris 
RA. Nulman 
N. Sidjakov 
M.S.Sorrell 
D.P. Tinkelman 
K. Walker 

Wire & Plastic Products Limited 
G.C. Sampson (Chainnan) 
R.E. Lerwill 
rM.C. Rabl 
B.j. Simpkin 
M.S. Sorrel! 
A .W. Sununerfield 

WPPGroup plc 

BOARDS OF DIRECTORS 

AND ADVISERS 

Auditors 
Arthur Andersen & Co 
I Surrey Street 
London WC2R 2PS 

Bankers 
Citibank. N. A. 
7 Savoy Court East 
London WC2R OEZ 

Marine Midland Bank, N. A. 
10 East 53rd Street 
New York 
NY 10022 

National Westminster Bank PLC 
21 Lombard Street 
London EC3P JAR 

Merchant Bankers 
Noble Grossart Limited 
48 Queen Street 
Edinburgh EH2 3NR 

Wertheim Schroder 
& Co. Incorporated 
200 Park Avenue 
New York 
NY 10166-0090 

Stockbrokers 
Panmure Cordon 
&Co. Limited 
9 Moorfields Highwalk 
London EC2Y 90S 

Solicitors 
Calow Easton 
9 -10 Sheffield St 
London WC2A 2EY 

Davis & Gilbert 
16th Floor 
850 Third Ave 
New York 
N¥10022 

Registrars 
National Westminster Bank PLC 
PO. Box No. 82 
Caxton House 
RedclifTe Way 
Bristol 8599 7NH 
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Head Office 
The Courtyard 
55 Lincoln's Inn Fields 
London WC2A 3Lj 

Registered Office 
Industrial Estate 
Hythc 
Kent CT 2 1 6PE 



\XIPP Group plc 

DIRECTORS' REPORT 

The direc tors have pleasure in presenting 
th e ir annual report. toge th er with the 
a ucl ited accounts ((Jr th e yea r end ed 
3 1s t Decem he r 1LJ H6. 

Pr·ofits and dividends 
The profit on ordinary ac tiviti es before tax 
((Jr the year was L 1.75 7.000 ( 1985 : £412,000). 

The directors recomme nd a final divid end of 
1.95p per share which. toge ther with the 
inte rim di vidend of 1.25p per share. makes a 
total o f 3.20p per share ( 1985: 2.64p). 

The re ta in ed profit of£749 ,000 is carri ed to 
reserves. 

Review of the Group 
The Company is a holding company 
The princ ipal activity of th e Group is the 
provisi o n o f marke ting se rvices in the United 
Kingdom a nd the United States. The Group 
e nte red these a reas during the last year by 
compl e ting e leve n acquisitions of which 
nin e were in the United Kingdom and two 
in th e United States. Th e previous principal 
activity of manufacturing comm ercia l. 
industria l a nd dom estic wire products 
continu es to be a s ign ificant area of ac ti vity 
for th e Group. 

A full review o f th e business and future 
d eve lopment o f the Group is given in the 
Chairman's Statement. 

There have bee n no significant changes tn 
fix ed asse ts dunng th e yea r other than those 
aris in g from the acq ui siti ons refe rred to in the 
C hairman's Statement and set out In No te 11 
to th e accounts 

Directors 
The dtrec tors· interests. inc lucl111g family 
hnldtn gs. 111 tlw Company's share ca pita l he ld 
hcndi c ia ll y were as follm·vs: 

Or·dinary Shm·es 
24 .\pr·il : ~ 1 D<> c Pmlwr 1 Januan 

19S7 1986 198() 

JR s,monds I :Z .:101 l 12 .'11 )(l lll .IHHl 

tu :. f.pr·w ill 21) I )! )I) 21\.lli ll l 

I' VU ffahf h f'-l, .! _h ) t l h~ _ h 1 (1 (l 7t':l . ) ill ) 

(, c Sampson .!_;-<H / ll l ' lil ~ "\M \hi\ 2'"' 
\J .S SotTP II lJ I h ,-.: \ \ 'i l h .i" .U ~~ \ ,~ _ l ()t ) 

Mr RE Lerwill was appointed a director on 
25th March 1986 and has been granted 
options under the Executive Share Option 
Scheme in respect of a total of 51 ,7 40 1 Op 
Ordinary shares. 

Mr A W Sparkes and Mr A W Summerfield 
both resigned from the board on 12th August 
1986 following the creation of a new wholly­
owned subsidiary holding company Wire & 
Plastic Products Limited , formed to co-ordinate 
and manage the manufacturing activities of 
the Group. 

Mr J R Symonds retires by rotation and, being 
eligible. oilers himself for re-election. 

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

Principal shareholdings 
Other than holdings of directors, the only 
shareholding in excess of 5 per cent which had 
been notified to the Company as at the date of 
this report was that of Saatchi & Saatchi 
Company PLC who held 840,500 Ordinary 
shares, representing 6.91% ofthe total in issue. 

Close company status 

.l.l 

The directors have been advised that the 
Company is not a close company within the 
meaning of the terms of the Income and 
Corporation Taxes Act 1970. as amended. 

Share capital 
The authorised Ordinary share capital of the 
Company was increased during the year from 
£600,000 to £ 1.400.000 in Ordinary shares 
or lOp each. following approval by the share­
hold ers in General Meetings. A subsequent 
Genera l Mee ting held 0 .1 15th April1 987 
approved a furth er increase to£ 1.600.000 

Th e number of Ordinary shares in issue 
increased durmg the yea r from 5.000.000 to 
11 .390.698 The increase is accounted for bv 
shares issued as part consideration for acqu i­
sitions. plac ings for cash and. m August 1986. 
the issue of 1.88 1.863 shares to exi sting share ­
holders through a rights issue. 

[WI detai l ~ of all share movements dur ing the 

Vl'Hl' ll1 H\ \1 ' \\.\\\\\\ in iot.o- 7 9 to tlw acco unts. 



WPP Group plc 

DIRECTORS' REPORT 

Continued 

At an Extraordinary General Meeting of the 
Company held on 15th April1 987, the share­
holders approved a resolution empowering 
the directors to allot shares to a maximum 
nominal value of £80,000 without seeking 
further express approval. A resolution 
requesting shareholders to renew such 
approval will be put to the Annual General 
Meeting. 

Subsequent events 
Four acquisitions in the areas of sales 
promotion and graphics and design in the 
United Kingdom and graphics and design in 
the United States, have been completed 
subsequent to 31st December 1986. These 
are described in the Chairman's Statement 
together with details of the placing of an issue 
of US $15 million in loan notes, with detach­
able warrants for WPP Group plc lOp 
Ordinary shares, by the Group's US holding 
company. Rasor Communications Inc. Further 
information can be found in Note 23 to the 
accounts. 

Disabled employees 
Applications for employment by disabled 
persons are always fully considered, bearing 
in mind the aptitudes of the applicant con­
cerned. In the event of members of staff 
becoming disabled every effort is made to 
ensu_re that their employment with the Group 
contmues and that appropriate training is 
arr_a~ged.lt is the pol icy of the Group that the 
trammg, career development and promotion 
of disabled persons shou ld, as far as possible, 
be identical with that of other employees. 

Employee consultation 
The Group places considerable importance 
on the con tributions to be made hy all 
employees to the progress of the Group through 
their respective companies. and aims to keep 
them informed on matlcrs affecting them as 
employees and on developments within the 
Group. 

This is achieved by formal and infonnal 
meetings at the individual company level . and 
distribution of the annual report and accounts 
throughout the Croup. The Executive Share 
Option Scheme is available to all full -time 
employees of the Croup nominated hy the 
directors of each company within the Gm up. 
and options have currently been granted to a 
total of 48 employees over a to tal of 338,765 
lOp Ordinary shares of the Company. T he 
exercise of these options is gene rally 
conditional on the profit performance of the 
employee's company 

Auditors 
The d irectors will place a resolu tio n before the 
Annual General Meeting to re-appoint Arthur 
Andersen & Co as auditors for the ensuing 
year. 

By Order orthe Board 

C.F Schulten 
Secretary 
29th April, 1987 



WPPGroupplc 

STATEMENT OF 

ACCOUNTING POLICIES 

1\ s~1~1mary (JI_.thc·_Jlrincipal Group accounting 
pollc_Jes. ut i ol w l11ch ha ve been applied 
co nsistently throughout the rem· and with the 
preced ing year. i.s set mU I)('i<m: 

_1: Basis of at'counting 
1_hc a~counts Hrt! prepared under the 
hJstoncal cost COil\'l'ntion. mod ified to include 
the rcv_aluation of land and buildings. The 
consolidated accounts include the resu lts of 
the Company and all its subs idiaries made up 
to th~ ~a nw accounting datt-. The results of 
~uhsldi<U'l<·.s acq u in•d during the year a rc 
Jnclu~le<_l fmm tiH' date of complciion orthe 
acq tUSitL1H1 . 

2 . Tang ible fixed assets 
Tangi~le fixed assets a rc shown at cost or 
valuation less accumu lated depreciation. 

Dcp~cifltion is provided at rates calculated 
to ":'rLlc off the cost or valua tion less estimated 
resl?ual v~!uc 0~· eac h asset on a straight-line 
basis over Its cstmHHed useful life. as follows: 

-2% Free hold buildings 
Leasehold land a nd 

build ings - over the term of the 

~~ant a nd mac hinery _ ~~~:or 25% 
h xtures a nd fittings _ 1 O% to 25% 
Motor vehicles _ ZS% or 331/ 1% 

Sur~luse~ arising on the revalua tion of 
t~ng•ble ft xcd assets are credited to a non­
~:stributa~le revaluation reserve. On the 

~posal of a revalued fixed asset the revalu-

~~:~;~~~~:~s is transferred to the profit and 

3. Stocks 

Stoc_ks a re sta tt>d a t the lower of cost and net 
rea lisable valu_c. Work -in -progress is valued 
at the co~t of d m:.'ct materials a nd labour plus 
appmpnatt• owrlwuds. Net realisable value is 
based 0 11 estim atf'd normal invoice value less 
costs expectf'd to be inc urred to completion 
Provision ts madp for obso le te. slow-moving. 
or d t>fectJVI' Ite ms wherf' a ppropria te 

4 . Debtors 
Debtors arp stalf'd net of pnwisions for bad 
a nd doubtful debts 

5. lB.xatio n 

l "K ( "orporatlonta~ . l 'S 1-"rdf'ral. state a nd 

.15 

local taxes are provided on taxable profits at 
the currem 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 

6. Pension costs 
It is the general policy of the Group to provide 
for and fund pension liabilities on a going 
concern basis. 

Payments made to various pension schemes 
operated by Group companies are charged to 
the profit and loss account. 

7. TurnO\'e r-
Turnover comprises the value of sales 
(excluding VAT. sales taxes and trade 
discounts) of goods and services in the nonnal 
course of business. 

8 . Goodwill 
Goodwill represents the excess of the cost or 
value attributed to investments in businesses 
or subsidiaries over the fair value of the 
underlying net assets at the date ofth~ir . 
acquisition. Goodwill arising on consohda.rwn 
is written ofT against reserves in the year m 
which it arises. 

9. Investments 
Investments in subsidiaries are stated in the 
Company"s accounts at cost less amo~nts 
written ofT for permanent diminution Ill value. 

10. Thansla tion of foreign currencies 
Foreign currency transactions arising from 
normal trading acti\'i ties are recorded in local 
currency at current exchange rates_. Mon~tary 
nssets a nd liabilities denominated m fore1gn 
curre ncies at the year-end arE' retranslated 
at the year·end exchange rate. Foreign curre ncy 
gains and losses arc credited or chargt•d ({I the 
profit and loss account as they arise. 

The profit and loss accounts of oversea.> 
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 difl"er· 
ences arising from the ff'translation of the 
opening net investmems and the results ti.w the 
y('ar are dealt with as movement in reserves . 



WPP Group plc 

CONSOLIDATED PROFIT 

AND LOSS ACCOUNT 

For the year ended 31st December 1986 

Notes 

Turnover 2 
Cost of sales 

Gross profit 
Other operating expenses 3 

Operating profit 
Interest receivable 
Interest payable 4 

Profit on ordinary activities before taxation 5 
Tax on profit on ordinary activities 7 

Profit on ordinary activities after taxation 
Minority interests 

Profit before extraordinary items 
Extraordinary items less taxation and minority interests 8 

Profit for the financial year 
Dividends paid and proposed 9 

Retained profit for the year 20 

Earnings per share 10 

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

36 

1986 1985 
£000 £000 

23,685 3,961 
(17,761) (2,855) 

5,924 1,106 
(4,502) (764) 

1,422 342 
530 76 

( 195) (6) 

1,757 412 
(613) ( 152) 

1,144 260 
(75) 

1,069 260 
32 

1,101 260 
(352) ( 133) 

749 127 

13.34p 5.73p 



Fixed Assets 
·limgi ble assets 

Current assets 
Stocks 
l)ebtors 
lnvestnwn ts 
Cash at bank and in hand 

WPP Group plc 

CONSOLIDATED 

BALANCE SHEET 

As at 31st December 1986 

Creditors: Amounts falling due within one year 

Net current assets 

Total assets less current liabilities 
Creditors: Amounts falling due after more than one year 
Provisions for liabilities and charges 

Net assets 

Capital and reserves 
Called-up shat·e capital 
Share pn•mium 
Merger t'PSPrve 
Hevaluation n•set·ve 
Profit and loss account 

Shareholders' funds 
Minority interests 

lotal capital ('mplo_yed 

Signed on h('half ofth(' Board on 29th Apri11987 

H.E. LPrwill 
l\I.S. S 0 ITe Jl Din•ctors 

Notes 

11 

13 
14 
15 
16 

16 

17 
18 

19 
20 
20 
20 
20 

21 

. . . . r h · balance sheet. llw accompanying notes form an mtegral part o t IS 

37 

1986 1985 
£000 £000 

4,801 1,079 

1,810 659 

11,852 961 

1,040 
1,119 8,554 

23,256 2,739 

(21,510) (958) 

1,746 1,781 

6,547 2,860 

(2,725) (191) 

(300) 

3,522 2,669 

1,139 500 

8,396 390 

(9,388) 
501 646 

2,027 1,278 

2,820 2,669 

702 

3,522 2.669 



WPP Group plc 

BALANCE SHEET 

As at 31st December 1986 

Fixed Assets 
Tangible assets 
Investments 

Current assets 
Debtors 
Cash at bank and in hand 

Creditors: Amounts falling due within one year 

Net current assets 

Thtal assets less current liabilities 
Creditors: Amounts falling due after more than one year 
Provisions for liabilities and charges 

Net assets 

Capital and reserves 
Called-up share capital 
Share premium 
Merger reserve 
Revaluation reserve 
Profit and loss account 

Thtal capital employed 

Signed on behalf of the Board on 29th April l 987 

~~.~::: Directors 

Notes 

11 

12 

14 
16 

16 

17 
18 

19 
20 
20 
20 
20 

The accompanying notes form an integra l part of this ba lance sheet. 

JR 

1986 1985 
£000 £000 

40 299 
21,176 376 

21.2 16 675 

9.742 1.0 8 1 
2.9 12 990 

12,654 2,07 1 
(3,8 1 1) (785) 

8,843 1.28 6 

30,059 1.961 
I 1.78 1) (35) 

28,278 1,926 

1, 139 500 
8 ,396 390 

17,947 
8 7 

796 949 

28,278 1.926 



Sourt•t• of fu nds 

WPP Group plc 

CONSOLIDATED STATEMENT 

OF SOURCE AND 

APPLICATION OF FUNDS 

For tlte .IJem· ended 3 Jst December 1986 

Pn 1lltlwliwt• t•.xtraonlinary items 

,\dd (th·d ut't ) items no t in\'oh-ing the movement of funds: 
])t·]mYiat ilJll 
ltHTt' ilSt ' ( d t'{Tt'ilSl') in dl'ft'l'l't'd li.l.\ Hiion 

1986 1985 
£000 £000 

!.069 260 

366 51 

and o tht-r provisions• 300 ( 18) 
---------------------------

']iJtal funds from opt•J'Htions 1.735 293 

Funds !'mm n tlwr SOlllTl'S: 

l·::xtr<Hinlilli\1'\' itt·ms lt·ss ta.xation 
lncrt"ast• in c t:t·ditors duP aftpr more than one year• 
lnt'n·ase in minoritv intt•rt•st• 
,\sst•t n:•yafuations. 
l'nlct•t•tls l'n1111 issut•s of o rdinarv shares 
l'met·t·ds from sale of ta ngible rixcd a ssets 
Shan_·s isstH·d as part {'ons idcmtion of the 

llt't[tt ls Jt inn tl l' suhsidiaries• 

Apfllkatinn o f funds 
J)i\·idt·nds paid 
l't••T hast• tll"tnng-ihlt·lixt·d assets" 
Coodwill arising on acquisition of subsidicu-ies• 

!'lt•t sourc·t• of funds 

illtTl' ilSt ' (dt'l'l'l 'HSt') i lllll'l Cll l'l't'll ( aSSt'ts:• 
Stocks 
f)t'htt lrs 
lnvt•stm t•nts 

32 
2,534 

702 
!45 

8,260 
923 

!8,332 

48 1 

32,663 780 

168 
5,011 

27.335 

87 
48 

32.5 14 135 

149 645 

LIS I 23 
10,891 2 11 

1.040 
(18.323) (218) 

Cn·d itnrs: d ut' within on_' '.:_Y'_'"_'·- - - --- - - - --- ----- -

i\lo\'1 ' !11\'nl.-.: in IH't liquid fund~ 
Cash at bnnl; 
Ba nk loans a nd m·l·rdrafls 

(5.241) 

7,435 
(2.045) 

149 

16 

620 
9 

645 

• Tiu· ,·lll·t·t t1ftlw at'tj tt isttion nfsuhsidiarit•s on the above statement was as follows: 
£000 £000 

.'it·l assd~ at·quirt•tl: 
Jimgi hlt• fi\ t'd a~St'IS 
(;tttld\\"ill 
lll\'t 'SIIllt'll (S 
.\t '(l'l iiT I 'I ll i\SSt'\S 

Discharged by: 
3. 79 1 Sharl"S issued at a premium 

27.33~ Cash 
399 l.oan note 
22 1 

( ·n·lliloJr.,: d tlt' ul"tl' l' unt• n·ar ( 1.J!i2) 
1'1'11\ IS II IIJS 1'111' ]Hthilltit•S ;\lld chargt'S (l_i~)(i) 
:\l lltur!l_\.ll lii'I"I 'Sts (--1 1 ) 

18.332 
9.625 
1.7110 

·--------------
19.(i!i7 

39 



WPP Group plc 

NOTES TO THE ACCOUNTS 

l. Basis of consolidation 
The Company has taken advantage of the 
exemption in the Companies Act 1985 s228 not to 
present its own profit and toss account. £1 12 ,000 

2. Segment information 
Contributions to Group turnover and profit on 
ordinary activities before taxation were as follows· 

By activity: 

Marketing services 
Manufacturing 

By geographical area: 
United Kingdom 
North America 
Other 

3. Other operating expenses 

Administration and other operating 
expenses 

Other operating income 

411 

( 1985: £162.000) of the consolidated profit for the 
financial year attributable to tht' shardwldc rs of 
the Company has been deal t with in th(' U('('ounts 

of the Company. 

Turnover 
1986 1985 
toOO £000 

19,517 
4.168 3,961 

23,685 3.961 

17,939 3 .780 
3,760 48 
1,986 133 

23,685 3.96 1 

Profit be fore 
taxation 

1986 1985 
£000 £<Xl0 

1.299 
458 4 12 

1.757 412 

1986 IY85 
£000 £000 

4,618 
(116) 

79fi 
(32 ) 

4.502 764 



WPP Group plc 

NOTES TO THE ACCOUNTS 

4. In terest payable and simila r cha rges 

On han k loans and overdrafts. 
and other loans: 

- rcpayablt· within fi\'c years. by instalments 
- repayable within five years. 

not hy in:r;talmcnts 

On all othl'r loans 

!Jwlmlt·d in tht• ahovt' is th(' intcn•st clement of 
charw·s payahll' under finance leascs(and hire 
p urchast· contracts) amounting to £33.000 
(19H5: ;\lil t 

5. Profit on o rd ina ry activities before taxation 
l'n,lit 1111 t>rdinnry acti\'itit•s before taxation is stated 
afH·rcharJ.:ing: 

l >t' Jln·t·in titlll 11f and amt>lmts writtt•n off 
tnn,L:ihl t• tixl•d asst•ts 

Opt' rating ll'ast• n•ntals 
- p la nt and rnnchilll'f'y 
-ntlwr 

Stalh·o.~ts (St't' note h) 

.-\tJd ittws· n·munt·rat in n 

41 

1986 1985 
£000 £000 

39 

120 

!59 
36 

!95 

1986 !985 
£000 £000 

366 5 1 

2 12 
170 

4.250 1.22 1 

201 11 



WPP Group plc 

NOTES TO THE ACCOUNTS 

6. Staffcosts 
a) Employees (including executive directors) 

Employee costs during the year amounted to: 

Wages and salaries 
Social security costs 
Other pension costs 

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

United Kingdom 
Overseas 

b) Directors 

Directors of the Company received t.he following 
remuneration: 

Fees as directors 
Other emoluments(induding pension 

contributions) 

The d irectors' remuneration shown above 
(e1tcluding pensions and pension contributions) 
included: 

Chainnan 

Highest paid director 

Other directors received emoluments(excluding 
pensions and pension contributions) in the 
following ranges 

Nil 
!: 10,00 I t.o £15,000 
£ 15.00 l to£20,000 
£20.001 t.o£25.000 

Emolumr.nts amounting to £5JXIO (1985: £6.01)1)) 
have been waived hy two ( 1985: two)din~etors 

42 

1986 
£000 

3,764 
353 
133 

4.250 

1986 
Numbe r 

4 18 
8 

426 

1986 
£000 

87 

1985 
£000 

1.099 
105 

17 

1.22 1 

1985 
:-.Jumbcr 

204 

204 

19tl5 
£()()() 

2 

71 

88 73 

:\lil Nil 

34 2 1 

1986 1~1-15 
.\ umber .... tunlwr 



WPP Group plc 

NOT ES TO THE ACCOUNTS 

7. Tax o n profit on ordina ry activities 

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

Corporation tax at rates from 35% to 40% 
( 19M5:4 1.25%) 

Deferred taxation 
Overseas taxation 

Adjustments in respect of prior years 

Group 
1986 1985 
£000 £000 

718 

(216) 
IOfi 

166 

608 168 

-curren t taxatJOn (16) 
-deferred taxation 

S. Extraordinary items 

Net gain from actions ta ken to rationalise the activities 
of certain su bsidiaries acquired during the year. including 
a surplus on the disposal of assets not acquired with the 
intent io n of resale (amounting to £9 14.000) and the 
discontinuance of certain business acti\'ities· 

Less attributable taxation 

Extraordinary gain after tax 

Minority inten:'st on the above 

9 . Divide nds 

Interim payablt" nF 1.25p per share 
(HIH5: I.I Op) 

hna/ pmpost•d of' r 9~p J>l'r share 
I 1 9H~ : 1 54pl 

l'ayrnl'llt.~ to holdt"rs of sha !'t'S iSSllt'd in 19flfi 
and n111 kinJ{ l(,r tlw 19H5 fina l d ivide1HI 

61 3 152 

Group 
1986 1985 
£000 £000 

474 

(43) 

43 1 

(399) 

32 

Group and 
Company 

1986 1985 
£000 £000 

95 55 

22 2 78 

35 

352 133 



WPP Group plc 

NOTES TO THE ACCOUNTS 

10. Earnings per share numbcrofOrdinary shall.'S in issue durin~ the _war 
The calculation of earnings per share is based on of 8.014. 853 ( 1985: 4.527.713 sharl's). Th(' 
the profit before extraordinary items of£1.069,000 weighted avcra~c for IXlth years has bt·t·n adjustt·tl 
( 1985: £260.000} and the weighted average to take account of the •·ights isstll' in 191'\E'i 

11. Tangible fixed assets 
a) Group 
fhe movement in the year was as follows: 

Landandlluildllljl:s 
t~>njl: Shnrt 

Fret:hold Lc&M>hnld l.ca!•:ht~d .\ladou>I'IJ &, l'n mog> \i·htdn 'liolnl 
£000 ((M)() ((~K I (I~KI (IHN I \;IMHI (UUU 

Cost or valuation: 

Beginning of year 878 
New subsidiaries 1.194 
Additions 479 
Disposals (404) 

End ofyear(see below) 2, 147 

Depreciation: 

Beginning of year 
New subsidiaries 40 
Charge 0 
Disposals {16 ) 

End of year (see below) 35 

Net book value 

31st December 1986 2.11 2 

3 1st December 1985 873 

Leased assets included in the above: 

Nctbookva1uc: 

3 1st December I!-JH6 

3 1stDecemhcr 1\-JHS 

Basisofvaluations: 

Plant and machinery (including fixtures and 
fittings) are shown at cost. Land and buildings 
include properties professionally revalued in 
1984 on an open market. existing use basis. lhf' 
historicgrosscostofsuch land and buildings 
is£333.000 

8 1 941 
26 

(400) 

BB 569 

13] 

12 
(54) 

93 

84 476 

44 

637 22 7~) 1.621 
1.056 1.573 792 5.637 

369 II H 224 1.220 
( 157) {9H) (l fili) (1.225) 

1.905 Ul15 ~~2~1 7.253 

482 ]{) 34 542 
50!:1 H09 35:'1 I .H46 
146 117 H4 366 
{!-)3) C5 1 I (MH) (302 ) 

1.044 /N I 3K3 2 .452 

MOl 724 54-1 4-.NO I 

155 4 :> IJI79 

9h -Hi 142 



WPP Group plc 

NOTES TO THE ACCOUNTS 

b) Company 
The movement in the year was as follows: 

Cost or va luation· 

Beginning of year 
Additions 
Disposals- group 

End of year 

Depreciation 

Beginning of year 
Charge 
Disposals - group 

End of year 

Net book val ue 

3b;t December 1986 

31st December 1985 

12. Fixed asset investments 
The fo llowi ng arc included in the net book value of 
fixed asset investments: 

Subsidiaries at cost 
Beginning of year 
Additions 
Disposals to subsidia ry 

End of year 

Land and 
Buildings 

£()()() 

292 

(292) 

292 

45 

Fixtures 
&Fittings 

£()()() 

14 

14 

13 

Vehicles ..... 
£()()() tooo 

12 304 
30 44 

( 12) (304) 

30 44 

5 
3 4 

(5) (5) 

27 40 

299 

Company 
1986 1985 
£000 £000 

376 
21.173 

(373) 

21.176 

376 

376 



WPPGroup plc 

NOTES TO THE ACCOUNTS 

Continued 
At 31st December 1986 the Company directly or indirectly owned lOO% of each class of th!' issued 
shares of the following subsidiaries. The activity and country of operation and registration of t he 
principal subsidiaries is given below· 

Company 

VAP Group Limited 
OakleyYoungAssociatesLimited 
SampsonTyrrellLimited 
P&LlntemationalVacationersLimited 
Mando Photo Company {UK) Limited 
Metrovideolimited 
Rasor Communications Limited 
PaceCommunicationslnc 
HarvardCapitalGroup,lnc 
RasorCommunicationslnc 
AltonWireProducts Limited 
North KentPiasticCagesLimited 
StaffordshireHollowareLimited 
Refrigeration (Bournemouth) Limited 
Wire&PlasticProductsLimited 

Activity 

Graphics and design 
GraphicsanddcsiRn 
Graphics and design 
[ncenti~andmoti,·ation 

Sales promotion 
Audio-visualproduc ts/scJVices 
Holding company for UK scJVices cumpanlt'S 
Specialistcommunications-rcal estall" 
Specialistcommunications-financialscJVin·s 
Holding company for CS services companies 
Manufactureofwircpmducts 
Manufac tureofw•reandshl-etmctalpn:Klucts 
Manufacturcofaluminiumproducts 
Saleandinstallation ofshoplittingcquipnll."nt 
Holding company !Or UK manufacturing companit·s 

Cuunll"Y 

J:ngland 
I On~laml 

En_!!land 
En_l!land 
En,~tland 

England 
England 
US.:\ 
lJ.S .. \ 
USA 
England 
England 
En,~tland 

England 
Englund 

The Company directly or indirectly owned fractionally more than 5fr~, of the liJIIowing: ~uhsidiurics 

The Grass Roots Group PLC 
Bonusbond HoldingsPLC 
The Grass Roots Pannership Limited 

lncentivcand motivatiun 
Incentive and motivation 
Incentive and motivation 

l :n~lnml 

England 
England 

Since 31st December 1986 the Company has directly o r indirectly acqui rl·d \!Ill% of eaeh rlass nf tlw 

issued sharesofthefollowingsubsidiaries 

ScottSternAssociatesLimited 
BusinessDesignGroupLimited 
Sidjakov Bennan Gomez & Partners 
fhcWalkcrGroup/C~I lnc 

13. Stocks 

Sales promotion 
Graphicsanddcs1gn 
Graphicsandrtcsign 
Graphicsamldt>siRn 

The following are included in the net book value 
of stocks: 

Haw materials and cons umables 

Work in progress 

f-in ished goods and goods li1r sale 

4o 

Sn>lln lul 
England 
l "S _.\ 
l -S .\ 

Grou1J 
198fi I9H !". 
rouo ~.:ono 

4-lO :J50 
-nu 9:1 
!HO 21 4 

I .H ill h59 



WPP Group plc 

NOTES TO THE ACCOUNTS 

14. Debtors 
Tlw li1llowin~ an• indudt·tl in tlw net hook \·aluc 
llftlt•IJ\rJr s 

A m o unts falling dut• wi thin orw yt•a r · 

lhHh< th•htors 
:\ C I' n·t·,,\·t·rahh· 
Ut\ corporation tux n ·cml'nlhk 
\ i\Tt·t•nm.-rablt• 
Otlwr1khtnrs 

Am ounts falling dut' alkr mon• than om• yl'ar· 

' fi·<~dt·•l<'hltlrs 

15 . Cu rrent asset investments 

l'mperty ht·ld li1r ll._'Salt•. at markt•t n 1luation 

Tlw his torit" ('OS! of the prop<>rty at the d att' 
~ ~f !l('quisition by tht' Group was £605.(~10 
rtu· t'S\ imatl•d tax liabili ty 1\SStlt"i<Ht-d wtth tht• 

16. Creditors- a mounts falling duf' w i thin 
one year 
T lw l4ll low m l! amount~ an· indudt•d in <'IVllitnrs 
l"nll in)! thw w ith iu one .vt·ar: 

Bank loan ... and ov1·rdral"ts 
l)hli,lo(ati••ns undt•r h 1n· purdlitq· t·ontt·at·ts 
Tra dt"t"rt•ditors 
lil.'< a nd Sot"ial st'l"urih· 

lhu• "' vt 'lll ltws t• I"Ht·tjuin·d nllllpanlt'S 
ll"·tdt•tHis payHhlt· a nd pmposo.·d 
l lt·li•rn •d mt·"nH· 

( lihtT l"ll"dl\lll"S !Uld Ht"t"I"UiliS 
.-\mou n ts owed \11 ~uhsultarit•s 

Group Company 
1986 1985 1986 1985 
£000 £000 £000 £000 

10.201 868 
101 12 195 88 
2 18 
196 86 
413 33 I 
364 75 4 18 

9,424 974 

11,493 961 9,742 1.081 

359 

11.852 96 1 9.742 1.081 

Group 
1986 1985 
{000 £000 
1.040 

anticipated sale has been deducted from the 
rPvaluation surplus and is included in the 
provision for liabilities and charges. 

Group Company 
1986 191:15 1986 1985 
£000 £000 £000 £UlX) 

.2.0 59 14 14 
105 

5.554 384 
3.393 303 291 60 

3,388 2.342 

317 133 317 133 
7 35 

5.959 12 4 791 HG 
70 -HJ2 

---------- ·--- ··- ------------------ --

( "as h <tl h<1 11 k Hnd l!l hn nd tnd utk s \:2 .:142 .t l(ltl 
lu •lt l ttlt'St"l"t>\\ (ht"lll,lo(t"tjlll\"<tlt·ntto t ht•amtlllll\ 

2 1.5 10 95H 3.81 1 

dut" h~· tht• ( "omp<lll~' Ill wndors ,,r Hn ]uiiL'd 

n>mpHnu·s as shtiWtl aht.>w ) 

71:15 



WPP Group plc 

NOTES TO THE ACCOUNTS 

17. Creditors- amounts falling due after 
more than one year 
The following amounts are included in creditors 
falling due after more than one year: 

Bank loans 
Obligations under finance leases and hire 

purchase contracts 
UK corporation tax payable 
Accruals 
Loan note due to vendor of acquired 

company 

The loan note is repayable between 3rd September 
1987 and 31st May 1991, at the option of the 
holder, and bears interest at the rate of 8.5% per 

Analysis of bank loans. finance leases and hi re 
purchase contracts· 

Borrowings (all secured) are repayable by 
instalments as follows 
Within I year -bank loans 

-leases and hire purchase 
Within 1·2years- bank loans 

- leases and hire purchase 
Within 2-5 years- bank loans 

-leases and hire purchase 
Over5years -bank loans 

18. Provisions for liabilities and charges 
Pmvisions for liabilities and charges comprise 

Dc!Crrcd taxation 
HecoverableACT 
Provision for pension liabilities assumed on 

acquisition of subsidiary 

Deferred tax has been provided to the extent that 
the directors have concluded. on the basis of 
reasonable assumptions and the intentions of 
management. that it1s probable that liahilit i ~s 

4H 

Group Company 
1986 1985 1986 1985 
£000 £000 £000 £000 

673 35 35 

11 7 
154 156 
8 1 8 1 

1,700 1.700 

2,725 191 1.781 35 

annum until the date of repayment. The holder has 
indicated that it is not his current intention to seek 
repayment prior to 1st January 1988 

Group Company 

1986 \985 1986 1985 
£000 £000 woo moo 

125 14 14 
105 
126 14 14 
87 

379 21 21 
30 

168 

\ ,020 49 49 

Group Company 
1986 IYH5 1986 19H5 
£000 1.:000 £000 (4)4M) 

32 1 HI 56 4 
(32 1) (H I ) (56) (4) 

300 

300 

will crystallis(' The only amount not pno\"lrlt>d 
is I.:IOY.O()() whid1 wou ld an SI ' lfl"l'rta lll 

propf' rtif>S wt-n· so ld atLh1•1r 1"1'\"altwd am.,unl~ 



WPP Group plc 

NOTES TO THE ACCOUNTS 

The move ment on deferred taxation 
cornpnscs· 

Beginning of yea r 
Balances assumed on acquisition of 

subsidiaries 
Chnrgcd (credited) to profit and loss account 
'18..x related to surplus on rt'\·aluation 

of a ssets 

Adjustment for change in rate of tax 

19. Ca llcd·up s hare capital 

t\uthor"i.~l'd : 

1 ·1.0~ IO.(IOt I ( Hlt-15 : fi.OOO.OOO) Ordinan· 
~hnn•s nl' lOp 1-;wh · 

]()() ( ]~JK3 : 'Ji[) [kft'IT<'d )kdt•('llJHhlt• 

Convt•rtibl!' sha n•s ,,f\:1 t·ach 

,\llotlt·d. calll'd -up and fullv-paid: 
ll .J~JO.h ~m ( HIK 5: 5.(HJO.Oi)()) Ordinan 
. sha n·s,Jflllpl'ach . 
Jt lt I I l~JK5 : '\il) llt•l(•rn·t llkdl't'lllahl{' 

('t•nw·rtiblt· shan:sof\.:1 t'HCh 

During tht· yt•ar· thl' Co1npH11.\'11lildl' tht' Following 
allotnwnts .. rOnlinary shnrt's 

-h :l:'l.~U:! shan•s 1nth a llPilllllal \'alut' of 
Ui:l.l~n and :11 a pn·n1ium ool'\:1 .61'\h .'h)(i which 

;;;,·~:·. ~ ::::; ;~;\'1 .:< :';1' ~:~111: .',~,~~~r~~:·.: ~:: 1 :~ n ·~· Jltll i, m~ 111 

- 1.1'\MI .KI'd shart-s 1n!h a ntlln tnalnlhw nl 
1.: 1MK . t Kh <~nd at :1 pn·miwn ,,rt:7 .1 !i [.(1/~J 
t hrou~h a r: ghl., ~_.,. ,,llt' to -;han•hPido•rs 

-1~1 

Group Company 
1986 1985 1986 1985 
£000 £000 £000 £000 

81 89 

396 
(216) 52 

60 
( 10) 

321 81 56 

1986 1985 
£ £ 

1.400,000 600.000 

300 

1.400.300 600.000 

1.1 39.069 500.000 

300 

1.139.369 500.000 

The Dl•f&rrt•d shares wen• issued lO the vendors 
of a company acquired during the year and are 
rom·t•rtiblt• to Ordinary shares ofthc Company 
on dalt'S b<•twN·n 3tljune \988 and 30Junc 199\ 
nw number ofOrrlinary sha res into which the 
lkft·nvd Shares may be con\'f'ft('rl is d<'pendcnt 
upon the level offutlll't' profitability ofth<' 
n1mpany acquin•d 

Options ha11• ht·t•n granted undrr the Exerutivf' 
Shan• l)ption Scheme over a toll! I or 338.765 l tlp 
llrdlll<ln· shan•s. exercisahlt• at the fOllowing times 

1-1 .\pril 19M9-l-l :\pri l 199li. options owr 
9h.J~)-I shan·s <1\ a price of-146p pt•r share 

I~ .\ugus! 19~9-1~ .\ugust lmlli. optionsoW't 

-l'l.l 16] shart•s at a prire or --l -Hip per shan• 

7 .\pril Hl~l(l~ 7 .\pril\99/. uptionsowr Hl3.3ll8 
~han·~ at a prit·l' oi'~J-I()p 1wr shan' 



WPP Group plc 

NOTES TO THE ACCOUNTS 

20. Reserves 
a) Group 
Movements during the year were as follows: 

l'ru~• & ,.. Ho-.-oluotoun t::~~: '' ""' p.....,,.,m lt.•"'"'' ·\rrnunl 

'~ fiOO ~IXM I l i KNI 

Balance at beginning of year 390 50 1 1.278 

Premium on shares issued during the year 
(Note 19) 
- for cash 8.838 
-for acquisitions 17,947 

Expenses of issues of shares (832) 

Goodwill arising on consolidation written off (27.335) 

Unrealised gain arising on revaluation 
of assets 
- gross 375 
- less minority interest {1 87) 

Foreign currency revaluation {4 3) 

Retained profit for the year 749 

Balance at end ofyear 8.396 (9.388) 646 2 .027 

b)Company 
Movements during the year were as follows: 

Pnonl 6 .... ~: . ...... 
P"·mmm ·\ r n "'nl 

l iUI 

Balance at beginning of year 390 87 949 

Premium on shares issued d uring the year 
(Note 19) 
- for cash 8.838 
- for acquisitions 17,947 

Expenses of issues of shares 1832) 

Realised gain arising on disposal of assets (!H ) "7 

Profitfor the year 112 

Dividends paid and proposed (352 1 

Halanceat cnd ofyear H.396 17.947 796 

2 1. Minority interest 
The minority interest represents a hold ing o! 
frac tionally les~ than 50% of the •ssued share 
ca pital•lTh(' Grass Rrn>tS Group PI.( hy the 
dirN:tursof" that gm up 
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WPP Group plc 

NOTES TO THE ACCOUNTS 

22. Guarantees and other financia l commitments 
a ) Capital commitments 
At the end of the year, capital commitments were: 

Contracted for but not provided for 
Authorised but not contracted for 

b) Contingent liabilities 

Further consideration amounts, payable in cash 
and Ordinary shares of the Company, may become 
d ue to the vendors of certain companies acquired 
during the year. dependent upon the level of 
p rofitability of those compa nies over various 
periods up lO 3 1st March 1992. The quantification 
of these future payments is dealt with in Note 23 

c) Lease commitments 

T he Group has entered into non-ca~cellablc 
leases in respect of plant and macht~CI")( the 
payments for which extend for a penod of up lo 

5 years from inception. The total annual rental 
{includ ing interest) for 1986 \VaS £165.000 ( 1985· 

In respect of operating leases which expire 
-within I year 
- within 2-5 years 
-afterS years 
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Group Company 
1986 1985 1986 1985 
£000 £000 £000 £000 

450 10 
40 

490 10 

Nil ). 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 tease period at a nominal rental 

In addition. the Group leases certain land and 
build ings on short term and tong tenn leases. 
The annua l rental on these leases was £170.000 
(1985: £45.000). The rents payable under these 
leases are subject 1o 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 \ 987 
under the foregoing leases are as follows: 

Group 
Plant and 

Property Machinery 
£000 £000 

107 
160 
205 

58 
176 

472 234 



WPP Group plc 

NOTES TO THE ACCOUNTS 

23. Subsequent events 

a) On 24th February 1987 the Company acquired. 
for an initial payment in cash and shares totalling 
£1,250,000, the whole of the issued share capital 
ofScott Stern Associates Limited, a London and 
Glasgow based sales promotion and design 
company 

b) On 14th April1987 the Company acquired. for 
an initial payment in cash and shares lOtal\ing 
£4,700.000, the enti re issued share capital of 
Business Design Group Limited. a company 
providing an extensive range of design services. 

c) On 21st Apri\1987 the Company acquired, for 
an initial payment in cash of US $4,200,000, the 
business of Sidjakov Berm an Gomez & Partners, 
a packaging design and corporate identity 
business in the United States. 

d) On 16th March 1987 it was announced that the 
Company had conditionally agreed to acquire 
the entire issued share capital of The Walker 
Group/CNI Inc .. a retail desigrl company based 
in the United States. 

e) The initial payments. totalling approximately 
US $8,000,000, rela ting to the two acquisitions 
referred to in c) and d) above will be met out of 
the proceeds of the issue on 15th AprilJ987, 
by the Company"s whoiJy.owncd US subsidiary 
Rasor Communications Inc., of8.75% Loan 
Notes, totalling US $15.000.000 with detachable 
warrants for875,000 WPP Ordinary shares at 
£11.36 per share 

Thl' acquisitions rdl'rrcd to in a). h) and c) nbon• 
and thl' proposed antuisit ion rt'!Crred to in d) 
above may give rise to fu rther consideration 
amounts. resuhing in goodwill. in addition to the 
initial paymcni.S referred to above. in rash und 
Ordinary shares of the Company dependent upon 
the level o l" prolitability of these acquirx~d enti tic~ 

over va rious periods up to 3lstlkt:cmlwr 19~12. 
lt is not practicable to estimalC with a ny reasonable 
degree of certainty the total additional considera­
tion to he paid. Hov.-cvcr. the directors estimate tha t 
the maximum additional payments which may be 
payable in respect of all subsidiaries (including 
those referred to ahove) would amount to 

[000 
Within one year from 31st December 198fi 1.955 
From two to five years 34.383 
Over five years 14.662 

5 1.000 

No n:cluctio11 in thl" net as~wts ol" tlw Croup would 
orisc as a n ·sult of th<.· ahow t<ltUI puyrm·nts. ,,·hich 
on tht' assumption thut tht• \"l'lldor~ rhoost• <"ash 
rather than slum·s when•tlw option exists. woultl 
include a minimum of\:~I J.30 1 .iHX) in shan·s 

r hc Group's cashnow projections for the same 
period. after taking account of(a) to (e) above. 
indicate a net cash generation after taxation and 
dividends considerably in excess of these maximum 
contingent cash payments 
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AUDITORS'REPORT 

To the me mbers of WPP Group plc: 

We have audiled th e accounts set out on pages 35 to 52 in accordance with approved Auditing 
Stand ard s. 
In our opi nion. the accounts, which have been prepared under the historical cost convention, 
as modified by the reval uation o f la nd and bui ldings. give a true and fair view of the state of 
a ffairs of the Company a nd of the Group at 3 1st December 1986 and of the Group profit and 
source and appli cation of fund s fo r the year then ended . and comply with the Companies 
Act 1985. 

Arthur Andersen & Co. 
Londo n 

29th April. 1987 

FINANCIAL CALENDAR 

Inte rim s tatements for half-years ending 
June 30th are issued in August 

P reliminary announcements of results for 
financial years ending December 31st are 
issued in March . 

Annual Reports are posted to shareholders 
in May. 

53 

Annual General Meetings are held in London 
in June. 

Interim dividends are paid on Ordinary 
shares in January 

Final dividends on Ordinary shares are paid 
in July. 



WPP Group plc 

NOTICE OF ANNUAL 

GENERAL MEETING 

Notice is hereby given that the s ixteenth 
Annual General Meeting of the members of 
WPP Group plc will be held at 
The Savoy Hotel, Strand , London WC2 on 
23rd June 1987 at 12.00 noon when the 
following Ordinary business will be 
transacted. viz: 

I ) To receive and, if approved. adopt the 
directors' report and audited statement of 
accounts for the year ended 31st December 
1986. 

2) To declare the dividend recommended by 
the directors. 

3) To re-elect Mr 1 R Symonds as a director. 

4 ) To re-appoint Messrs. Arthur Andersen & 
Co as auditors of the Company and to 
authorise the directors to fix their 
remuneration. 

And the following Special business. viz: 

To consider and ifthought fit to pass the 
following Special Resolution:-

5) To em power the directors pursuant to 
Section 95 of the Companies Act 1985 to make 
allotments of equity securities as if sub-section 
( l ) of Section 89 of the Companies Act1985 
did not apply to any such allotment provided 
that this power shall be limited to the allotment 
of equity securities up to an aggregate nominal 
value of £80.000 and that this power shall 
expire at the Annual General Meeting of the 
Company to be held in 1988 save that the 
Company may before such expiry make an 
otTer or agreement which would or might 
require equity securi ties to be allotted after 
such expiry and the directors may notwith-

standing such expiry a llo t securities in 
pursuance of such offer or agreement a s i f the 
power conferred hereby had not expired . 

6) To transact any other busin('SS proper to an 
Annual Genera l r>.·leeting. 

By Order of the Board Industrial Estate 
C F Schultcn 1-lythe. Kent CT2 1 6PE 
Secretary 22 nd I\ lay 19H7 

Notes: 
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 a nd the power of 
attorney or other authority. if any. under which 
it is signed o r a notarially certified or oiTice 
copy of such power or authority. should reach 
the offices of the Registrars o f the Company at 
least forty-eight hours be fore the time 
appointed for holding the meeting or any 
adjournment thereof. 

The following documents will be availa b le at 
the registered o!Tice of the Com pany on any 
weekday except Saturday during normal 
business hours and at the place of the meetmg 
for a period of fifteen minutes before and 
during the meeting: 
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I . A statement of the transactions of each 
director and his family interests in the shares 
of the Company 

2 . A copy of the contract of service ht'twecn 
the Company and Mr G C Sampson. Th('re an· 
no other written directors· s<·rvice contracts of 
more than one ycar"s duration. 



Designed and Produced by Sampsonfl)'rrell Ltd. 
Assisted by Beverley Peck ofWPP Group Plc. 
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