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Important notice from Deloitte

This report (the ‘Final Report’) has been prepared by Deloitte LLP (‘Deloitte’) for the Advertising Association in accordance with the contract with them dated

8 August 2013 (‘the Contract’) and on the basis of the scope and limitations set out below.

The Final Report has been prepared solely for the purposes of identifying policy recommendations to enable UK businesses to expand, as set out in the

Contract. It should not be used for any other purpose or in any other context, and Deloitte accepts no responsibility for its use in either regard.

The Final Report is provided exclusively for the Advertising Association’s use under the terms of the Contract. No party other than the Advertising

Association is entitled to rely on the Final Report for any purpose whatsoever and Deloitte accepts no responsibility or liability or duty of care to any party

other than the Advertising Association in respect of the Final Report or any of its contents.

As set out in the Contract, the scope of our work has been limited by the time, information and explanations made available to us. The information

contained in the Final Report has been obtained from the Advertising Association and third party sources that are clearly referenced in the appropriate

sections of the Final Report. Deloitte has neither sought to corroborate this information nor to review its overall reasonableness. Further, any results from

the analysis contained in the Final Report are reliant on the information available at the time of writing the Final Report and should not be relied upon in

subsequent periods.

Accordingly, no representation or warranty, express or implied, is given and no responsibility or liability is or will be accepted by or on behalf of Deloitte or by

any of its partners, employees or agents or any other person as to the accuracy, completeness or correctness of the information contained in this document

or any oral information made available and any such liability is expressly disclaimed.

All copyright and other proprietary rights in the Report remain the property of Deloitte LLP and any rights not expressly granted in these terms or in the

Contract are reserved.

This Final Report and its contents do not constitute financial or other professional advice, and specific advice should be sought about your specific

circumstances. In particular, the Final Report does not constitute a recommendation or endorsement by Deloitte to invest or participate in, exit, or otherwise

use any of the markets or companies referred to in it. To the fullest extent possible, both Deloitte and the Advertising Association disclaim any liability arising

out of the use (or non-use) of the Final Report and its contents, including any action or decision taken as a result of such use (or non-use).
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FOREWORD

Andy Duncan, Managing Director, Camelot UK

Lotteries and President, Advertising Association

When Deloitte’s Advertising Pays report launched

in January 2013, for most, the economic game

remained one of survival. What a difference twelve

months makes. Confidence is returning. Growth is

back on the agenda.

So this sequel – Advertising Pays 2: How

advertising can unlock UK growth potential – could

not be better timed. It asks not how advertising

underpins GDP, but where the opportunities to

create growth lie and, critically, how to grab them.

It finds that UK SMEs – the engine room of our

economy – are significantly underweight in their use

of advertising and marketing, and explains why that

is stopping a sector full of talent and innovation from

maximising its potential to create revenues, jobs

and growth.



What is the size of the prize? Consider this.

If smaller businesses could raise their export

performance to just the EU average, it would be

worth over £40 billion to the UK economy. Great

advertising and strong brands will make that sort of

export success more likely. That is why I hope this

report will inspire not only those running SMEs, but

policy-makers and everyone in agencies, brands

and media to reconsider their role in allowing

advertising’s power to unlock growth in

UK businesses.

The Advertising Association wants to see an

environment in which businesses can maximise

their returns on UK advertising investment. This

report teaches us to apply that principle to every

business, no matter what its size. If we do, the

economic game really can change.
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HOW ADVERTISING CAN UNLOCK UK GROWTH

SMEs with fewer than 250 employees



99% of UK companies



£1 spent

on advertising

benefits an SME

8x as much as

a larger firm



50% of UK jobs



40%



of UK turnover



#adpays

Sources: Deloitte analysis based on econometric model described in Appendix A and data from BIS,

Nielsen Ad Dynamix and Fame databases
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POTENTIAL



18%



HOW?



WHAT WOULD

ENCOURAGE SMES

TO ADVERTISE MORE?



1.



Only

of

UK Adspend



19%



of UK SMEs export



25%



of EU

SMEs export



Help with managing the

short-term cost of advertising



2.

More practical advice

and support



3.

A clearer route into the

support that already exists
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EXECUTIVE SUMMARY

The return to growth in the UK economy has been

mirrored by increases in advertising expenditure.

Advertising Pays (2013) demonstrated that, in

2011, advertising added £100 billion to the UK

economy by stimulating competition, innovation and

investment. However, the country now faces the

challenge of maintaining economic momentum and

securing the recovery.

Our economic recovery depends on high

growth SMEs, particularly those medium-sized

businesses most poised for growth, but they

underinvest in advertising and therefore limit

their growth domestically and overseas.

Across the political spectrum, the future of small

and medium-sized businesses (SMEs) has been

recognised as crucial to realising economic

growth. Support for SMEs is at the heart of the

government’s growth strategy, and the government

is investing in improving access to finance for

SMEs. However, there is clear evidence that

SMEs are still struggling to grow. They face

particular challenges in accessing new customers

and expanding into new domestic and

international markets.



1
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This report considers the role advertising can play

in unlocking the growth potential of the country’s

SMEs and the wider economy. Analysis shows that

spending an additional £1 on advertising would

benefit an SME nearly eight times as much

relative to its size as an equivalent £1 spent by

a larger business.

Despite these potential benefits, SMEs account

for only 18% of total UK advertising spend, even

though they contribute nearly 40% of UK turnover.

The Advertising Association/Deloitte commissioned

YouGov to survey over 1,000 SMEs to explore

barriers to growth and attitudes towards advertising.

YouGov’s research confirmed that SMEs which

advertise are more likely to achieve growth.1 While

those who use advertising consider it beneficial,

those that do not are typically concerned with its

cost and are uncertain about the benefits.



There is naturally a question of causality – whether advertising causes growth or whether growing companies are more likely to advertise. This is addressed in the

appendix and also in the previous study, Deloitte/Advertising Association (2013), Advertising Pays



Advertising already

contributes £100 billion

to the UK economy.

With the right support

for SME growth, the

contribution could be

even greater.



How can the potential of SMEs be realised?



SMEs interviewed and surveyed as part of this

study recognised the importance of advertising to

their future growth prospects. They also identified

a number of areas where additional support would

better enable them to advertise effectively and

achieve their growth potential:

•	 H

 elp with managing the short-term cost of

advertising. SMEs face a difficult trade-off

between short term calls on their cash and the

long term benefits of advertising.

•	 M

 ore practical advice and support. SMEs

expressed a need for more practical help and

support from government and the private

sector in relation to both domestic and

international advertising.



MORE &gt;&gt;



•	 A

 clearer route to the support that already

exists. Many government SME support schemes

are in place, but few SMEs are aware that such

schemes even exist.
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