
GROWTH AGENDA
Historic results show that, on average, 
businesses on a growth curve deliver 
higher margins and so agencies that 
can increase revenues in spite of 
industry and economic pressures  
are more likely to deliver stronger 
financials. That said, growth within 
the sector over the last few years 
hasn’t been easy with a tough 
economic climate, pressures from 
procurement, threats from in-housing 
and continued digital disruption.

Nearly 70% of respondents expect 
revenue growth this year, up from 60% 
last year and similar to the year before 
that. Around 10% expect to see growth 
above 20%, similar to last year, but still 
encouraging with just over a third 
expecting growth of up to 10% and a 
quarter expecting growth of between 
10% and 20%. Forecast growth reported 
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INTRODUCTION
Once again, we have conducted  
our annual media outlook survey to 
ascertain the expectations of finance 
and managing directors of marketing 
services, media and consulting 
businesses on the financial prospects 
of their business for the coming year. 
The majority of the responses we 
received were from independent 

PROFIT FOCUS
So, how is the expected change to the 
top line predicted to impact on profit 
levels and margins? 

Nearly 70% of respondents expect that 
profit levels will improve this year. This 
is around 10% more than thought profits 
would improve this time last year. This 
is exactly the same as the percentage 

companies; however, our survey also 
includes the responses from listed 
and private equity backed creative 
businesses.

The outlook for 2020 based on our survey 
results is positive with most businesses 
expecting to see revenue growth. Overall 
the forecast is more positive than last 
year. Perhaps now that Brexit is finally 
behind us, people can get on with 
business as usual and some of those 

expecting revenue growth, which 
suggests that most of the forecast 
growth in revenues is expected to feed 
through to the bottom line. This is 
particularly encouraging given that a 
number of the key challenges for the 
sector are around capacity management 
and controlling people costs.

Nearly 14% of respondents expect profits 
to increase by more than 20%. This is 

up on the 10% last year, but, given the 
improved revenue growth forecast, is  
to be expected. Advertising and media 
planning and buying agencies were 
two of the most optimistic about their 
profit forecasts, consistent with their 
bullish outlook in fee income. Those 
that considered themselves to be more 
of a consultancy and providing highly 
strategic services were also more 
positive about their growth.

client projects that seemed to be put 
forever on hold pending the outcome, 
will finally go ahead.

“The outlook for 2020 
based on our survey results 
is positive with most 
businesses expecting  
to see revenue growth.”

was well spread across the various 
individual disciplines which continues 
the trend seen over the past few years, 
although advertising and media 
planning and buying agencies were  
a little more bullish than others. 

Nearly a fifth of respondents expect 
revenues to be about the same as 2019 
but an unfortunate 10% expect to see 
revenues fall, although fortunately very 
few were concerned that they would 
fall by more than 20%. 

It is becoming increasingly difficult for 
agencies to forecast revenues; retainer 
fees have long been in decline and 
project fees and zero based budgeting 
are more the norm. Economic 
uncertainty has meant many projects 
have been put on hold – although, 
hopefully with the election and Brexit 
out of the way we should see some 
easing of the uncertainties causing  
this particular pressure.

How much better or worse do you 
think revenue levels will be in the 
calendar year 2020 compared to 2019?

 More than 20% less

 11 - 20% less

 0 - 10% less

 About the same

 0 - 10% increase

 11 - 20% increase

 More than 20% 
increase
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With 11% of respondents expecting 
decreases in operating profits it’s 
encouraging that circa 40% are still 
expecting to achieve at least a 15% 
pre-tax profit margin.

Some 15% of respondents expect to 
achieve a margin over 20% with the 
highest margins expected to be achieved 
by media planning and buying, PR  
and design and branding agencies  
and those that considered themselves 
to be in the consulting space.

We suggest that a well-run agency 
should aim to generate a profit margin 
of between 15% and 20%. So, while the 
forecast results are slightly better than 
expected, the majority of respondents 
are still some way off reaching our target. 
In order to meet this benchmark, it’s 
critical that agencies manage their 
people costs closely. We suggest they 
should aim to spend no more than 60% 
of revenues on people costs, including 
freelancers. However, as historic results 
for the sector show, many find this 
difficult to achieve. Nevertheless, those 
that do, almost without exception, 
generate healthy margins.

However, while the percentage of 
respondents expecting to meet our 
target profit margins have remained 
fairly consistent, over a quarter of 
respondents expect to generate a margin 

Unfortunately, nearly 11% of respondents 
expect profits to decline in 2020. Half of 
these expect the decline to be more 
than 20%. The key is to ensure that 
such a decline doesn’t continue and 
strategies are put in place to get profits 
back on track. Digital agencies were on 
the whole most pessimistic about their 
profit levels increasing, consistent with 
their pessimistic outlook for growth 
– perhaps indicative of the fact that as 
well as digital becoming more widely 
spread across all disciplines, it is also 
increasingly being done in-house.

of less than 10%. These pessimistic 
margin predictions were well spread 
across the various marketing disciplines. 
Those consistently generating less than 
10% profit margin, and thus in survivor 
mode, need to closely examine each 
area of the business, including clients 
and business development, people, 
finances and strategy, to identify the 
weak spots and ensure they focus on 
improvement initiatives in these areas. 
This is something we regularly help 
clients with in our half day MKS360 
workshops as part of our Strategic 
Growth Services offering for clients.

How much better or worse do you 
think your profit levels will be in the 
calendar year 2020 compared to 2019?

MANAGING  
THE ASSETS
As the largest cost and most important 
asset for agencies, talent will always 
be critical to success. Unprecedented 
changes in technology and economic 
pressures mean that agencies need  
to prioritise attracting, retaining and 
motivating the right talent in order  
to stay ahead of their competition.

Just over half of respondents expect to 
recruit to increase their staff numbers 
which is in line with the large percentage 
(68%) that expect to increase revenues. 
This does, however, suggest that some 
agencies are expecting to service new 
revenues with their current talent pools 
or by using freelancer resource. One 
would therefore hope this translates  
to higher profit margins.

Over the past few years the marketing 
services sector has increased its reliance 
on the use of freelancers. This has been 

a result of work becoming more project 
orientated and the variety of skill sets 
required to service clients widening 
further, meaning many skill sets are 
just not required on a full time basis – 
particularly in digital. While they offer 
greater flexibility than full time 
employees, they are often more 
expensive. Therefore, it is crucial agencies 
control spend on freelancers carefully 
in line with capacity planning. If this 
resource is managed badly it can have 
a significant negative impact on profit 
margins. The prospect of having to put 
many freelancers onto the payroll from 
2020 (as the new off payroll working 
rules come into force for non-small 
entities), is unlikely to help relieve 
pressures on margins. If you need any 
help assessing the impact the new 
regulations will have on your agency, 
please contact us and our specialist 
employment taxes team will be able  
to help. 

Given the level of competition in the 
market and the pressure profit margins 

are under, companies need to look for 
different ways to attract new talent and 
incentivise their current staff.

How do you think your staffing 
requirements will change in 2020 
compared to 2019?

What do you think your net profit 
margin (i.e. profit before tax as a 
proportion of fee income/revenues) 
will be for 2020?

VALUE BASED 
PRICING
Increasingly, agencies are looking at more 
creative ways of pricing their services 
and are reviewing their pricing strategies 
with the aim of ensuring that prices 
reflect the value of the service to the 

client. Thus value based billing, while 
nothing new, is becoming an increasingly 
widely used term. We asked respondents 
what percentage of their revenues 
come from value based pricing, with 
some 16% stating that 50% or more of 
their income derives from this method 
– those citing at least 50% were most 
likely to be a PR consultancy. Overall, 

on average, consulting firms and PR 
consultancies were most likely to price 
based on value whilst media buyers 
and digital agencies were least likely. 
As pricing models continue to evolve, 
agencies need to ensure they are 
regularly reviewing their pricing structure 
to ensure they are able to demonstrate 
ROI to the clients such that it makes 
buying decisions easier. 
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“Headline growth forecasts 
are positive, and more 
optimistic than last year”

CHALLENGES  
TO THE SECTOR
Our survey probed where the greatest 
challenges were for agencies; 
unsurprisingly (although in contrast to 
last year’s fee pressure), people costs 
and the ability to find and attract senior 
and middle level talent were named 
as some of the most challenging. 
Changing skill set requirements have 
pushed up the price and availability of 
talent. Therefore, it will become more 
and more important to ensure that an 
agency fulfils the softer non-monetary 
needs of staff, such as working with 
exciting clients and career progression 
opportunities in order to attract and 
retain the right people and limit the 
impact on profit margins.

CONCLUSION
Headline growth forecasts are positive, 
and more optimistic than last year. 
However, the climate remains tough, 
with only 40% of agencies forecasting 
a margin of at least 15% - our suggested 
minimum. The costs and scarcity of 
good quality senior staff only seem to 
go in one direction. Fee pressure from 

The next most highly rated pressure 
was that from clients over fees, as 
agencies continue to struggle with 
managing procurement and getting 
paid properly for the work they deliver. 
Economic pressures are being felt by 
clients and unfortunately in a lot of 
cases this is impacting marketing 
budgets and putting pressure on 
agencies to try and deliver the same 
scope for reduced fees. In order to 
insulate themselves as far as possible 
during inevitable fee discussions it’s 
vital that agencies have a strong 
proposition which differentiates their 
offering and is clear on how they are 
delivering value to their clients. This is 
important in shifting the conversation 
from cost to value. 

Concerns around Brexit related 
challenges softened hugely this year, 

clients continues to be an issue and 
the threat of in-housing is becoming 
more of a concern. 

Therefore, it’s more important than ever 
to try and keep ahead of the competition 
with a differentiated offering. Those 
agencies that are agile and can quickly 
capitalise on opportunities presented 
by the challenges will be the ones that 

with less than 10% of respondents 
citing any Brexit related pressures as a 
real concern for their business. Losing 
work to in–housing was considered 
more of a threat than Brexit with over  
a fifth of respondents quoting this as  
a big concern.

Our survey was carried out before 
coronavirus was predicted to be become 
pandemic. This has since become an 
additional concern for agencies as their 
clients grapple with the commercial 
effects of the outbreak.

prosper and become thrivers rather 
than survivors. 

Is faster, better, cheaper really possible 
in the face of all this?

M&A ACTIVITY
Considering the economic climate, 
2019 was unexpectedly buoyant for 
M&A activity within the marketing 
services and media sectors, with 353 
deals reported. However the buyers 
weren’t the usual multinational 
suspects and instead the market was 
held up by Private Equity, consultancies 
such as Accenture and Deloitte and 

tech companies. Digital, data and 
analytics businesses were the most 
sought-after sub-sector, accounting 
for over 44% of the marketing services 
deals in the year.

As we go forward into 2020, under 10% 
of respondents thought there would 
probably or definitely be some M&A 
activity within their business. However, 
nearly a third answered ‘maybe’ which 
perhaps suggests they may be open to 

offers, presumably at the right price!  
If you are looking to sell your business 
at any point in the next couple of years, 
now is the time to start planning to 
ensure that when you sell, you have 
maximised your potential proceeds. 
We can work with you to assess how 
your business compares to the ten key 
attributes that buyers are looking for 
which drive value into your business.

Which of the following do you think are likely to present challenges during 2020?

  Not a lot

  A Little

  A Lot

Ability to 
find/attract 

the right 
talent at 

senior level

Ability to 
find/attract 

the right 
talent at 

middle level

Ability to 
find/attract 

the right 
talent at 

junior level

Pressure  
on people 

costs

People challenges Brexit/international challenges Other challenges

Difficulty in 
attracting/
retaining 

non-British 
talent, as a 

result of
Brexit

Reduction of 
client spend 
from outside 
the UK, as a 

result of
Brexit

Other Brexit 
related issues

Ability to 
service 
clients  

internationally

Fee 
pressure 

from 
clients

Pressures 
on 

property 
costs

Losing  
work to 

in-housing

Investment 
required to 

keep up 
with 

changing 
technology

Competi-
tion  
from 

consultan-
cies

“people costs and the 
ability to find and attract 
senior and middle level 
talent were named as some 
of the most challenging”
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MOORE KINGSTON SMITH’S 2019 M&A HIGHLIGHTS
Our corporate finance team is proud to have advised on the following media transactions in 2019:

www.mks.co.uk/media

© Moore Kingston Smith LLP is registered to carry on audit work and regulated for a range of investment business activities by the Institute of 
Chartered Accountants in England and Wales. Any opinions, views or comments contained in this document are intended for those clients and 
contacts of Moore Kingston Smith LLP and associated companies to whom it has been distributed. No responsibility for loss occasioned by any 
person acting or refraining from action as a result of the material in this newsletter can be accepted by the firm. The investments or services 
mentioned in this document may not be suitable for all recipients or be appropriate for their personal circumstances. The information in this 
document is believed to be correct but cannot be guaranteed. Opinions or comments expressed constitute our judgement as of this date and 
are subject to change without warning. This document is not intended as an offer or solicitation to buy or sell any investment nor is it to be 
construed as a personal recommendation. Past performance is not necessarily indicative of future performance. If you do not wish to receive 
this publication or any other information in future, please e-mail us at pd@mks.co.uk.
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CONTACT US

Amanda Merron 
Partner, Corporate Finance 
amerron@mks.co.uk 

Esther Carder 
Partner, Marketing Services
ecarder@mks.co.uk 

Graham Tyler 
Partner, Film & TV
gtyler@mks.co.uk 

Ian Graham 
Partner, Marketing Services 
igraham@mks.co.uk 

Mark Twum-Ampofo 
Partner, Theatre 
mtwum-ampofo@mks.co.uk 

Nicola Horton 
Principal, Corporate Finance 
nhorton@mks.co.uk 

Robert Husband 
Partner, Marketing Services
rhusband@mks.co.uk

Val Cazalet 
Partner, Film & TV
vcazalet@mks.co.uk 

If you would like to discuss any of the matters arising in this edition or how we can help you, 
please contact one of the Moore Kingston Smith team by email or phone. 

Charlotte Building, 17 Gresse Street, London W1T 1QL
t: 020 7304 4646

ABOUT MOORE  
KINGSTON SMITH
The only firm of accountants and advisers with a dedicated 
office of over 100 media specialists that proactively support 
the extensive range of needs of independent media 
businesses – covering marketing services, film & TV  
and entertainment, theatre and mediatech.

We know it’s not just about the numbers. As well as providing 
accountancy, tax and corporate finance services, over the 
years, by working with some of the industry’s most successful 
companies, we have developed a deep understanding of what 
drives media businesses. As your trusted advisers we use this 
experience to work in partnership with you to help maximise 
your growth and profit potential. We conduct extensive 
research into industry performance every year with a view  
to understanding not just the benchmarking data, but also 
identifying what the best performers do to achieve exceptional 
results. Our well-developed structured approach to our 
strategic advisory services helps you effectively manage risks, 
build revenues, attract and engage people and identify key 
opportunities to improve performance and enterprise value.

All this means we are well placed to support you throughout 
the whole of your business lifecycle:

• Start up and small businesses – let our one stop shop 
approach take care of all your needs, including set up, 
company secretarial, legal, outsourcing, payroll, accounts 
and tax including R&D

• Growing and mature businesses – we can support you as 
your business grows with our award winning technology 
enabled audit approach, accounts preparation, tax compliance 
and advisory services such as HR and employee incentives

• International – we can leverage Moore Global’s network of 
accountancy and advisory firms in over 100 countries, to 
take the pain out of expanding into unfamiliar territories. 
We can co-ordinate your international audit requirements, 
and advise on international tax

• Exit planning – our media specialist award winning M&A team, 
with hundreds of transactions under their belt, will ensure 
you are well prepared for any transaction and maximise 
the proceeds from the value you have created within  
your business

We have hundreds of clients across the media sector who all 
benefit from our very personal partner led approach, providing 
the very best guidance, expertise and specialist sector insights.

In short, we’re more than just accountants who count  
your numbers – we’re business partners whose ambition  
is to help you grow your numbers so that you realise your 
fullest potential.


