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Who we are 
WPP is the world's larges t communications ser vices group. 

Our Group employs 22,100 people a nd o pera tes f ro m 

around 800 offices in 90 countr ies. Clients includ e m o re 

than 300 of the Fortune Globa l 500. 

Our mission 
To develop and manage talent; to appl y th a t t a lent , 

throughout the world, for the benefit of cli ents; to do 

so in partnership; to do so with profit. 

The role of the parent company 
To shoulder all those financial and a.dn1inis tra tive 

tasks which can most efficiently be undertaken centrally : 

so enabling the opera tjn.g companies to di rect the ir 

energies into c li ent se rvice. 

Increas ingly, to identify and deJjver across-Gro up se r vices 

which compl ement the profess ion a l ac ti vit ies o f the 

indi vidual compani es. Contributions a re a lread y be in g 

made in tra ining, recruitment a nd ca ree r d eve lo pm ent, 

medi a bu ying and re sea rch, hea lthca re, pri va ti sa tion, 

rapidl y-growing ma rk ets, new techno log ies a nd inte rnal 

communi cati o ns. 

In the inrc rcq s of cla rir1·, a nd to rdiecr rh c e vol ving na rurc of o u r h u > i n c~ s. wc \·c· m ad e so m e 
c h a nge ~ to the wav we dc.>cr ihc rhc C ro up a nd it ' d i ffL·rc n r ' ecror , . 

\XI PP ( . ro up, advc rt i, in g a nd market ing sc n ·ice' i' now WPP Group, communications services 

.'v1c:dia ad\t: rti sing i ~ now Advertising 

.'vlarkcr r~'carc h i, now Information & consultancy 
Publ ic rel at iOn'> is now Public rela tions & public affairs 
'>pcc1a li s t commu n ica t io n> r~ rn a in ' Specia list communicat ions 

... 
• .. 

•t.J 

·t ... .... 



Our operating companies 

Advertising 
j. Waiter Thompson Company 

O g ilvy & Math er Worldwide 

C ol e & Weber 

Conqu es t 

Information & consultancy 
The Kanrar Group: 

BMRB Inre rnational 

1\llillward Brown Inrernational 

Resea rch Inte rnational 

si 1111110n S 

Winona 

Public relations 
& public affairs 
Hill and Knowlron 

Ogi lvy & Mather Public Relations 

Ca r! Byo ir & Associates 

Ogilvy Adams &: Rin eharr 

Timmon s and Compan y 

T he Wex le r Group 

Each WPP company is a distinctive brand in its own right: 

with its own identity and own area of expertise. 

That is their strength. 

What they have in common is that they harness intelligence, 

talent and experience to bring competitive advantage 

to their clients. 

Specialist communications 
Branding, identity & design 

Coley Porrer Bell 

Enrerpri se Identity Group: 

Anspac h Grossman Enterprise 

Sampson T yrrell Enrerprise 

SBG Pa rtners 

Arr istree Enterprise 

O&M Identity Enterprise 

Sampson Tyrrell Corporate Marketi ng 

Scott Stern 

Direct, promotion 
& relationship marketing 

A. Eicoff & Co 

Ein son Freeman 

EWA 

Mando M a rk eting 

Oak ley Yo un g 

Ogi lvy & Mather Direc t 

Pro mo tiona l Ca mpa igns Group 

RTCdirec t 

The G rass Roots Group 

TM C 

Strategic marketing 

The Henl ey Centre 

The Futures G roup 

Media & technology services 

M etro Gro up 

Sector marketing 

Healthcare 

The CommonHealth 
Ferauson Communications Group 

b 

HLS CORP 

Zoe Medical 

Recruitment 
JW T Specialized Communi cat io ns 

Corporate & financial 

Brouilla rd 
Primary Contac t 

Retail & working environments 

BDG/McCol l 
Wa lkerGro up/CN I 

Internal marketing 

Banner McBride 

Real estate 
Pace Co mmuni ca tions 

Ethnic marketing 
Mencloza Di llo n &: Asoc iados 



Performance summary 

1996 financial overview 

Change(%) 

+8.1 °/o 

+20°/o 

+22°/o 

+35°/o 

+46°/o 

+29°/o 

- 32 °/o 

+55 °/o 

For a full fin ancial rev iew, plc:a'c tu rn ro page: S6. 



Performance summary 

Five-year performance 
\'\IPP has been the bes t performing and significant improvement in 

share among ma jor quoted margins across a ll of o ur businesses. 

communic1tions se rvices gro ups A breakdown of ou r performance 

in the UK and US in each o f th e las t by business secto r a nd geog raphy 

fi ve yea rs. We enjoved a reco rd yea r appea rs ove rl eaf and o ur co mpetiti ve 

in 1996 with good re\·e nue performance performance is discussed on page 6 . 

Revenue (£m) Operating p rofit (£m) Fully d iluted earn ings per share (p) 

Average net debt (£m) WPP total return t o share owners relative to peer group (rebased t o 1992) 
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Performance summary 

Sector performance 
Revenue(%) 

Operating profit (%) 

4 \\1'/J( ,p,\!pph 

Advertising 

1996 was ano ther good yea r fo r 

the Group's adve rti sing businesses. 

The combined revenues o f 

J. Wa iter Tho mpson Compan y a nd 

O gi lvy & Mather Wo rldw id e - o ur 

two la rges t compani es - rose 7% a nd 

operatin g margi ns improved fro m 

12.9% to 14.4% . 

Information & consultancy 

Thi s secto r continues to be o ne o f 

o ur bes t pe rfo rmin g areas . Revenue 

rose by nea rl y 11 %, g ross m a rg ins 

by ove r 10% a nd opera tin g m arg in s 

by 0.7% , contri buting to a 20% n se 

in opera tin g pro fit . 

Public relations & public affairs 

Th e Gro up's public reLnion s ~1nd public 

a ffa ir s bu s in esses sho\\T d a m a rked 

improve m e nt from a lo ss nu kin g 

po s iti o n in 1995 to profit a hili t~· in 

1996. T hi s res ulted fro m he rrn th a n 

expec ted reve nu e grow th of 1\..)'Y, , a nd 

s ig nifi ca nt improve m e nt in m ~ngin s. 

Specialist communications 

O ur spec ia li s t communi c ni o n s 

compa ni e s ha d a goo d yea r w ith 

revenu es up h y I l 'X, <1IHJ gro ss 111 <H g in s 

h y o ver S%,. In addi t ion to thi s top 

lin e g rowth , o pe ra tin g m a rgin s 

improved h y I •;;,, re sul t in g in <1 3 0'1., 

im p rove m e nt in ope ra tin g profit. 

Five-year trend of revenue by sector (£m) 

0 Sp ecialist communica tions 11 Public relations & public affa irs 0 Inform ation & con sultancy Cil Adve rti s ing 

Like-for-like revenue growth* (%) Operating margins (%) 

10.1 10.6 10.9 

I 
8.3 

6.7 7.2 

I 
4.9 

3.4 

I. I 
Advertising Information Public Specialist 

& consultancy relations communications 
& public 
affairs 

0 1995 G l! lll 0 1996 0 1995 13 11 B G 1996 



Performance summary 

Geographic performance 
Revenue(%) 

Operating profit (%) 

WPP d erives 80 % of its revenue 

from outside th e UK through its 

leadin g businesses in o rrh America , 

Continental Eu rope, As ia Pacifi c, 

Latin America, Africa a nd th e 

Middl e Eas t. 

C urrentl y, North Am eri ca a nd 

Europe eac h acco unt fo r roughl y 40% 

o f th e G ro up's reve nue but rh is sha re 

w ill fa ll ove r the co ming years as 

a result of th e better g rowth o f o ur 

business elsewhere in th e wo rld. 

Since 1990 these fas ter g rowing 

markers, together with Central and 

Eas te rn Euro pe, have ri sen fro m 11 % 

ro 20 % of th e Gro up's revenue a nd 

Braz il a nd C hina now ra n k sixth 

and seventh res pec ti ve ly in o ur top 

ten ma rkers wor ldw ide. 

In 1996, the G ro up's revenue 

increased by ove r 8% . Perfo rm a nce 

was we ll ahead of thi s in North 

Am eri ca, Asia Pac i fie , Lari n Ameri ca, 

Afri ca a nd rhe M iddl e Eas t. 

The UK also had a better vear with 

a pa rri cular I y s rro ng second ha! f. 

Perfo rm a nce in Continenta l 

Europe suffered in the face of 

hi gh un empl oyment and neg li gible 

econo mi c g rowth , a ltho ugh we 

continue to per fo rm ve n· 

competi t ively in thi s reg io n. 

Five-year trend of revenue by geography (£m) 

1!1 Asia Pa ci fi c, Latin America , Africa & Middle Eas t 0 Contine ntal Europ e Gl Unite d Kingdom il North Am e rica 

Like-for-like revenue growth* (%) Operating margins (%) 

0 1995 lil 0 0 1ll 1996 0 1995 Ill El 0 Ill 1996 



Performance summary 

Competitive performance 

Key competitive ratios: 

Revenue per head ($000) 

0 1995 1996 

W hil e the las t fi ve yea rs have see n a 

signifi cant improvement in th e G roup's 

performance we are still lagg ing behind 

th e two best fin ancial perfo rm ers in the 

industry - The lnterpubli c G ro up of 

Compani es (!PG) and Omnicom Group 

Inc. (Omnico m ). These companies 

regu larl y ac hieve ope ra tin g ma rgi ns 

in th e region of 13-15% compa red 

to our margin in 1996 of 10.8%. 

Over th e next two yea rs we 

are targetin g a further improve ment 

in marg ins o f 1% per annum to 

bring us mo re into line w ith these 

competitors. 

Operating margin (%) 

In addit ion , \\"C h ~l\"C hegun to look !llorc 

radica l!,· at the ,,.a ,· our bu sine sses ~He 

s tructured ;1!ld organi sed. r\ s di sc ussed 

o n page 26 , our indu s tn· remain s 

pretn· co nse n ·at iH· in ~1 ppro ~1L·h ~1nd 

return s h ~1 v e suffered ~lccording\, · . 

Thi s is es pecialh· t r ue in co!llp~nison 

w ith oth e r people - and kno\\·lcdgc­

hasecl indu s tri es (s uch as Ill ~llLlgcm e nt 

consulting ) where a 1.'\'X, return 

on sa les wo uld he con sidered poor. 

Staff cost/revenue ratio (%) 

0 1995 • 1996 

Source: Data from the ahfJVl' graphs has /Jecn extracted /r()nt re lcuant ( ll/1111tll re{J()r/ s tlnd \ J~J . (t1111,1!, S . r\ s dJsdusf·d /)( •f, /11 ·. , 11/ 111 ::. tnu ·nl :- 1 ~ .~ 1 · 1 • /Jt'l ' !l 111.1,/ , · u-l •t' l"l'. 

'''the hest of uur knfJwled;:e, these arc necessary ((Jr the fJurfJr,ses f1( OJ111/}(Irn lnl!lv. 

Figures tnesented are ha sed un repnrtah lc US d()lltu amuunts. Reucnue per hea;l .nul sta ff OJ:i- 1 t fl ret ' l' llfll ' s t.tl ~_,.,,, :- ,1r1• /,, 1::-c ,/ uf'' ,11 , 11 ·1 '1", / .l:.c · /• 1 ·. ,,/, , 111111 I ·'~" tl •c· 

year as adjusted. where t7fJ /JrfJfJrtate, fl)r acq ttiStft()l/5. All fig ures sh ()U 'II t n d u de /Jl ( 'JIJ/t' /n 11H n u H -cul/s(J itcltilcll ln t snlt 'iSr·::.. /1111 ,.y, /u,/ 1· , l '. l r!..:,t':- I · •I l.'• ",,/ u ·J/1 

am orltsa l/fJJI. Incom e rela tmg /() 1UJ11-fJ/JCra tmg actll'ilt('S f tnnnanl'y nllcres t 111tume and frJrcJgn ext'h,ntgf' ,!.!.dllls i /I,SSt '::-1 .. tnd ::-l'l 't'r. 111 , , . , h.l rl.'t'::- . 111 , / -·" ' {J.J r.u~·J , . 
ulenti(ied one-off ( OSts (s uch as uHusual OJ11l{)(.'H SntuiJ/ r c lnt cd )!.O lltS) ha s heen re t"i<~:;Sij i cd /IJ lfiJI/ - t, f )('l'.l l /11 ,1.!. lllc ' IIIJ/t ' ,u ,,/ _,, ,,,j, u::- 1-. . 1 .... ,f/ 1/'' ' '/'' t.lf, · . u ·l·,- ,.,. tl•~. .... 
mformalion!S Jnt!J!rdy af!nzlahlc. !PC. ()nl1licr,m. t111(/ the \VPP (n ns,,fuiated { tgurc:; m dude result s jr11111 """ , ltll ' t'r/1 :- !11:.:_ lnt ::-11 11' " -" 1' .' ,n, ,/ f 1. 1/c 'll l , , '' "/'·"" , , ,_,, _.;. _ 

whereas these .1re ""' 111cluded 111 j \\IT a11d O.:>M (1gures. 



Letter to share owners 

Dear share owner 
1996 was an even better year than 1995 with record pre -tax 

profits of over £153 million, earnings per share up 46%, 

dividends up 30% and the measure of your wealth, the share 

price, up 55 % . 

Like-fo r-lik e revenues we re up over 

8'Y., . They g rew well across a ll of o ur 

marketi ng di sc iplines; advertisin g, 

in formatio n a nd consul ra ncy, pub I ic 

re lation s a nd pub li c affa irs, a nd 

spec iali s t communications. They 

improved geograph icall y too , ac ross 

No rth Am e rica, the Uni ted Kin gdo m, 

As ia Pac ifi c a nd Latin Am e rica, 

per haps wi rh th e exception o f 

Continenta l Euro pe w h ich was las t 

into th e recess ion o f th e 1990s. 

Operati ng m a rg in s were up by we ll 

ove r ·1% as we ba la nced th e g rowth o f 

o ur inves tme nt in peop le a nd p rope rt y 

w ith ex pa nsio n in o ur reve nu es . 

As a res ult, ope ra tin g pro fit s w e re up 

o ve r 20% to more th an £ 182 milli o n. 

Pre- tax profits we re up eve n 

more, by 35% , as inte res t cos ts a nd 

s imil a r c ha rges were reduced lw 

lowe r US inte res t r<Hes ~1 nd improved 

profi tabi I i tY a nd cash f low. W/e are 

ge ne ratin g £75 -1 00 million free cash 

f low and ou r ave rage net d ebt fe ll 

32'Yo last vear from £2 14 m illi o n 

to £ 145 million. 

Fina ll v, e;l rnin gs per sha re ro se 

eve n fa s te r a s we reduced our t;l X 

L·lurge from 38'Y. , to 33%. 

In shorr, we we re firin g on all 

cdinde rs. 

199 7 h<lS started we ll a nd shou ld 

see furth e r improvem ent. After three 

month s, re ve nu es o n a li ke- for -

li ke h<l s is <liT up 6'Yu, a nd ncr debt has 

lu lvcd ro £7!\ mill 1o n. Opnar in g 

m ~Hgin s h<lVL' co ntinued to n sc 111 linL' 

w ith th e Gro u p's ob jecti ve of a n 

improve m e nt of a t leas t 1 'Yo per a nnum . 

H avin g ri se n to 279p, th e share p r ice 

has mainta ined its 1996 ~·ear - e nd 

positi o n . 

Since o ur recoven· fro m the da rk 

d ays of th e ea rl Y "1990s we have bee n 

focusi ng increas in g ly o n d eve lop ing 

o ur long-term s rra reg1· a nd o n hm.,· we 

ca n unloc k add ed va lue for o ur c lients 

and o ur peop le . 

O ur goa l is to becom e th e world 's 

m os t successfu l a nd pre ferred prm·ider 

o f communi ca ti o ns se rvices to both 

multinati o na l a nd nat io na l compa n ies. 

To ac h ieve thi s we have five ke,· 

obj ec ti ves . 

• First, ro continu e ro raise opera tin g 

marg ins ro th e leve l o f t he ve n · hest 

performing competiti o n, from a lmos t 

11 % last yea r to a pprox im ate lv 13°1.,. 

• Second, to increase th e f lex ibilitY 

in our cost s tructure to cope w ith th e 

inev itab le recess ion w he n lt comes. 

Our in vestm e nt in people a nd prope rr,· 

acco unts for a pprox im areh· 60'Y., o f 

reve nu es. V;lnahl e s taff costs. 1nc ludin g 

nor onlv incenti ve co mpe ns;Hi o n 

hur a lso fr ecbnce rs ~lll d consulro111rs. 

now acco un t for .lppn >X II11 <ltC h· 6"o 

of reve nu es ~1nd should he - -X",, . 

• Th 1rd, ro continu e ro reduc e 

rhe lcn· l <llld cost of d eht. \XIc arc 110\\ 

VtT\" c lose to o u r target of reducing 

a ve rage k ve ls o f d ebt ro ~lpproxim~HL'h 

L Ill () milli on <llld so \\·ill .1l so h L· 

l''<llllllllllg IH l\\" \\"L' c ~111 cnh~lllCL' slurc 

o\\·nt•r ,-,lluL· through 1111·csri ng no r 



Letter to share owners 

100 and 300 Clubs 

Members of these clubs are drawn 

from top management and senior 

professionals in Group companies. 

They participate in WPP's 

Executive Stock Option Awards 

program which encourages them 

to think and act with Group-wide 

interests in mind. 

Worldwide Ownership Plan 

Introduced in January 1997, 

the Plan enables our people to 

participate actively in the growing 

value of the Group through annual 

stock option grants to those with 

two or more years' service in a 

wholly-owned Group company. 

Worldwide Partnership Program 

This new annual Group-wide 

award program acknowledges 

and nourishes partnerships 

across companies and skills 

which demonstrably enhance 

client service. Clients are asked 

to endorse and comment on the 

effectiveness of the partnerships . 

Atticus Awards 

Launched in 1993, Atticus is WPP's 

annual internal award program to 

encourage and honour original 

publ ished thinking in adve rti sing 

and marketing services . lt is open 

to WPP professionals exclusively. 

Up to $45,000 is awarded each 

year and t he winning submissions 

are published in The Atticus File, 

our annual marketing journal for 

c lients , marketing professionals 

and media worldwide. 

Space Program 

Our Space Program offers best 

practice guide lines, case studies 

and videos to support Group 

companies in adopting innovative 

processes to improve the quality 

and eff iciency of the ir workplaces. 

onl y in cap ita l expenditures and 

acquisi ti ons, but a lso in increas ing 

di vidends and share buy- backs. 

As we are now an in ves tm ent 

grade credit we believe we have 

a good chance of reducing o ur 

borrowing costs by a further 112 %. 

• Fourth, to deve lop the role 

of the parent company - from that 

of a financial holdin g or in ves tm en t 

company (concen trating sole ly 

o n fi nanc ia l plann ing, budgeting, 

reporting and cont ro l, treasury, tax, 

mergers and acq ui sitions and in vestor 

relations) to one that adds va lue to 

clients and o ur people by identifyin g 

th ose functions that can mos t 

efficientl y be developed a t th e centre. 

To thi s end ove r th e last four 

yea rs importan t new ro les have 

been created a t the parent compan y 

in human resources, propert y 

manage ment, procurem ent, 

information techno logy and practice 

developm ent. Ind ivid ual s have 

been recruited fro m Towers Pen·in, 

Chestertons, Dun & Bradstreet , 

British Airways, Booz-AIIen Hami lton, 

the Monitor Company and our own 

H en ley Centre. Th ese appo intm ents 

a re now bea rin g fruit. 

Les t yo u think tha t we have 

remorse less ly hee n add ing overheads 

at the centre, th e pa rent compan y 

headcount has rema 1ned a r a pproxi­

mately 80 people, chi e fl y in London , 

New York, Hon g Kong a nd Sao Pa u lo . 

For ou r peopl e, we have 

impl emented both short- a nd long­

te rm incentive pl a ns, a nd 1nrroduced 

o ur Croup 100 and 3 00 Clubs , 

the Worldwide Ow n ership Plan , 

Worldwide Partnership Program 

and Atticus Awards . 

Our intens ive training and knowledge­

sharing programs - the Tuu •<~nis 

Brand L eadcrshifJ co urses, m ~1n~1gemcnt 

courses and specia li sed seminars on 

creati\· it\·, retailing ~1nd inrcr~1cti\'C 

m edi a are much in demand a nd a rc 

im·a luahlc in building inrcrdisciplinary 

relation ships . And in recruitm e nt, our 

WPP Fellowship Program , s ti ll uniqu e , 

now operates in the US ~1nd Europe . 

Eve r y indi vidual in the Croup l'l'\.·ei vcs 

a pe rson a l copY of thL· Navigator, 

th e G roup g uid e book to resources a nd 

capabiliti es, a s \\TI I a~ rhc Croup 

newspaper. 

Prope rt y management foniSL'S 

nor onlv on t he e liminati o n of s urp lu s 

prope rr v bur more import ~1ntl\ · o n how 

we can 1mprove our con1nlun1canons, 

speed of respon se an d dfici e iK\' h y 

improvin g rhe design and layout of the 

pre mi ses in which we in\·c s r a lmost 

$250 million or J()'Y, , of our re ven u es 

eac h yea r. To thi s e nd we h ave 

d eve loped th e WPP Space Program 

to which one of our own operating 

compa ni es, BDC /:VIc C:oll, ha s hcc n 

a m a jor contributo r. 

Through our procurement 

initiatives we cn--·ouragc more effective 

purcha se of goods ~md se n ·ices. 

We ha ve a l reach · e ntered in to wo rldwid e 

arrange m ents in t he a rea~ of ~1ir lin c 

tra ve l, accommodation and tr ~1\T I , 

compute r h a rdwa re /~ <>ftv.- ~lre ~1nd 

re i ecommu n i ea t i< >n". 

As a group we "pcnd $(;."\ mill1on 

on co mpute r ha rd w a re, "oftw ~HL' 

a nd Information m a n ~lgL' Ill L' IH '> ~lhric s. 

'Th e pa re nt comp ~ln\ · ' " lnin .Hi \L· ~ 111 

information tech n ology .lrL· dL' '>IgllL'd 

to de ve lop ~1 cohLTL'llt ~tr.ltl',l.'.' . 

a nd fra lll cwor k 111 rh1 ~ ,li' L' ,l 1\ · h1 ~· h \\ ·ill 

prt' I'Cilt vVd'>tl' tul dt1p l 1~.1tl<>ll .111d 



unnecessary re inventing o f whee ls 

in va ri o us parrs o f o ur o rga ni sa ti o n. 

Our rece nt wor ldwide intranet 

in ves tm ent is th e firs t ma jor exa mpl e 

o f rh is. 

O ur prac t ice deve lopment 

in it iat ives ensure th a t o ur ve rti ca ll y­

dri ve n o pera ti ng brand s a re 

encouraged to co-operate in developing 

revenu e-produc ing opportun iti es in 

growth areas such as media bu ying 

and medi a resea rch, hea lrhca re, 

pri va ti sa t ion , new tec hn o log ies , new 

markers and inte rn a l communi ca ti o ns. 

O u r portfoli o of digital media 

investments, w hich i ne I ud es 

Wired Ventures, Broad Vi sio n , 

M ed ia Tec hnology Ventures , Peapod , 

Syzygy a nd 1-l ype rPa ra ll el, provides 

us wit h access to ex perti se in th e 

new di g ita l med ia. 

New inte rn a l strateg ic a lli ances 

a re enablin g us to ex pa nd ou r offer 

ro c li ents. A recent example is 

Ba nner McB rid e, ou r new ly- laun ched 

employee communications 

consulta ncy. Backed by three WPP 

companies in pub li c relat io ns, 

co rpora te identity a nd medi a 

tec hn o logy, it enables us to help 

c lients co mmuni cate s tra teg ic and 

s tructura l change to th e ir people. 

Esse nri a ll y a ll th ese in i ri a ti ves 

a re d es igned to ensure th a t th e 

paren t compa n ,· inspires , moti vates , 

coac hes , encourages a nd incenti vises 

ItS opera t ing com pan 1es . 

• Fin a ll y, as we move up th e ma rgin 

cur ve it w i 11 he necessa ry to place 

g reater emphas is o n reve nue g row th . 

Th i~ w ill he done hv focu sing o ur 

reve nu e port fo li o o n th o se geog r;lphi c 

a nd fun cr ion ;l l a reas th a t ;l re g rowi ng 

fastest. C urrent lv, Asia Pac ifi c, l.;nin 

Training and knowledge­
sharing programs 

Strong commitment to education, 

training and (non-confidential) 

knowledge - sharing within the Group 

has inspired an ongoing program of 

intensive cross- company forums 

and seminars. To date, more than 600 

Group company professionals from 

around the world have participated 

in a knowledge-sharing workshop: 

a Towards Brand Leadership course, 

a themed seminar (retail , interactivity, 

creative) or a Leading the Firm 

seminar. These courses are aimed at 

developing expertise, best practice 

and insights in all aspects of our 

business. 

WPP Fellowship Program 

Now in its fourth year, this unique 

program aims to develop a new 

cross- disciplinary generation of 

management by offering first degree 

and MBA graduates a three-year 

work experience within Group 

companies and in client companies. 

Upon completion, Fellows take 

up a permanent position within the 

Group. Twenty-four graduates 

are currently participating in the 

program. 

Navigator 

All our 22,100 people worldwide 

receive a 200-page pocket-sized 

guidebook to Group companies , 

resources, capabilities and contacts. 

Feedback from users is enthusiastic : 

"a big step into building awareness 

and 'belonging ' feelings " (France); 

" re-emphasises the depth of 

resources available ... it impresses 

the hell out of newcomers to feel they 

are part of such a wor ldw ide enti ty" 

(China); "a good aid in recruiting " 

(US) ; " rea lly demonstrates tha t we 

are part o f a bigger whole " (Vietnam). 

Letter to share owners 

Procurement initiatives 

A network of Group company 

purchasing specialists was 

established in 1996 and a worldwide 

training program has been developed 

to push our collective skills up to 

best practice purchasing benchmarks. 

IT developments 

The major hubs of our Group-wide 

global network are currently being 

installed. The network will support 

a series of intra net applications which 

will allow us to share information 

across the entire spectrum of WPP 

companies , in addition to p roviding 

the basis for several other strategic 

in itiatives in 1997. Knowledge 

management is the most important 

of those initiatives. We are also 

undertaking a number of studies to 

assess the impact of new technologies 

(interactive, lnter/ intra net ) on ou r 

businesses and consumers . Other 

IT activities include t he rationalisation 

of our support services and hardware 

and software procurement. 

Digital media investments 

WPP is developing a portfolio of 

investments in lead ing-edge digital 

m ed ia companies to help clients and 

our people to understand better the 

impact interacti ve technol ogies will 

have on t hei r businesses and to 

develop appropriate services. 

Investments to date, mostly US-based, 

include Wired Ventur es (adverti sing­

driven content ), Br oadVision 

(ln ternet-re lated di rect marketing), 

Individual (cust omised news), 

Peapod (on-line home shopp ing) , 

Syzygy (innovati ve digital media 

applications) and HyperParallel 

(knowledge discovery) . In addi t ion, 

we have participated in a West Coast ­

based ve nture capital f und in co­

operat ion with companies such 

as Sun Micr o-systems and Motor ola . 

The company, Media Technology 

Ventures, has a $50 m illion fund 

which it w ill use to f inance start-ups. 



Letter to share owners 

Ameri ca, Africa and the Middl e Eas t , 

Centra l and Eas tern Europe acco unt 

fo r 20% of our reve nu es as compa red 

w ith 11% five years ago. We would 

like them to account fo r 33% w ithin 

the next fi ve years. In fo rmati on and 

consultancy, public rel ati ons and publi c 

a ffa irs, and spec iali st communicatio ns 

account fo r 45% of our reve nu es . 

VX/e would like to see th em account 

fo r 55% over the same fi ve yea rs. 

To achi eve thi s we will expand 

our strong adve rti sing netwo rk s ­

Ogil vy & Math er Worldwid e, 

J. Wa iter Thompso n Co mpany and 

Conquest- in hi gh g rowth markets 

o r where we feel th eir mark et sha re 

is in suffi c ient, such as France o r Japan. 

We will enh ance our leadership 

pos iti on in info rm ati on and 

co n ulrancy by continuing to develop 

our ma jo r ma rker resea rch brands ­

Resea rch Inte rn ati onal, M ill wa rd 

Brow n and BM RB - with pa rti cul a r 

emphas is on Asia Pac ifi c a nd Lat in 

Ame ri ca . We wil l also rein fo rce o ur 

leadership posit ion in direct mark etin g 

thro ugh Ogil vy & Math er Direct and 

continu e to nurtu re th e developm ent 

of d ig ital media thro ugh small 

strateg ic in ves t ments in rhi s vo latil e 

and cash-guzz ling a rea . 

Las t!)', we wil l continue ro develop 

o ur spec ialis t ex pert ise 111 a reas such as 

hea lrhca re, reta il , telecommuni ca tion s 

and in fo rm a t io n techn o log y, and 

ide n t ifv new a reas for deve lopm ent. 

10 \\ 1'1 '1 JH llljl plr 

As you ca n see , we have a trem endou s 

amount yet to do. G ive n the pace of 

change, and the inc rea sing ly g loba l 

environment in whic h o ur cli ents have 

to operate, it is ce rtai n th a t, as 

imm edi ate objecti ves are ach ieved, new 

cha ll enges wil l swiftl y replace the m. 

But I have no doubt th at o ur people 

-by far our mos t important asser­

w ill respond in th e years ah ead a s the y 

have durin g th e yea r on wh ich we 

now report. O ur end-product- that 

which our c li ents c hoose to bu y from 

us - is in al l secto rs th e di sc iplined 

application of ha rd s log , ex pe ri e nce, 

intu i rion and im ag ina ti o n. The m o s r 

sat isfactor y aspect of our fin a ncial 

res ults is th e ev idence they provid e 

of th e pro fess io na l success o f those 

22,10 0 people across 90 diffe rent 

countri es . Th e stro ng sta rt we have 

ex peri enced to 1997 suggests rh a r rh e ir 

e ffo rrs a re undimin ished . We a pp la ud 

th e ir ra lent- a nd tha nk th em for th e ir 

co mm it ment and the ir ha rd wo rk . 

Afte r s i :-; 1-c a rs ~1 s a non-e :-; ccur i1·e 

director, Sir J> ~wl .ludge h ~h indiL- ~HL'li 

he ll'ould li ke ro srep do11·n fo ll oll· in g 

t he Annua l Ccncr~1l \k L"t in g in .lu nc. 

Paul ha~ scn'l'd a ~ ~1 illL' Illhcr of 

the Compc n s~nion com nl irtec, ~1nd on 

rhe Audit a nd Nomin~Hion c·ommirrees. 

\Xlc cliT indebted ro him for hi s 

con s iderable he lp ~1 nd scrl'lce o1·cr 

rh is pe riod . 

hn ~1lh · , I 9';)(-i sa11· a c·hange 

of ch a irman. After fill· c· h ~1llcn g ing 

and prog re s s i ve !~ · s ucce ssful , · c ~H s, 

Cordon Sreve n s w elcomed hi s 

s uccessor and retired from rhe Board. 

T he compan1· remain s for c1·LT 

ind ehred to h1111 for hi s gre ~H good 

humour and h ~1Llnced c·ou ilSe l. 

As hi s s uccessor, we a re e :-; rre mel1· 

fortuna te 111 ha ving pers u a ded 1- lami s h 

.'VIa xwc ll ro join u s. He write s on 

page 11 of rh is report. In e :-; perienc·e, 

ach ieve m e nt, per son ~1lir1 · ~1nd 

reputat ion it is diff icu lt ro im ~1gi n e 

an v herrer ca ndi lbtc as chairn1;1n 

of rh e WJ>P C ;roup Board. ( ) n hehal f 

of a ll our people and sh ~HL' O\l 'nLTS, 

I a m d e li g hted ro 11·ekome him and 

wi s h him we ll . 

Martin Sorrel! 

( •r<>UJ1 c' hi L' f· L' '. L' L' llti\ ' L' 



Hamish Maxwell is British by 

birth and has been a US citizen 

for 25 years, having spent most 

of his working life in America. 

He represents successful 

experience in marketing, finance 

and the media. 

He has had an international 

marketing and management career 

with Philip Morris Companies lnc, 

serving as chairman and chief 

executive from 1984 to 1991. 

Under his leadership, Philip Morris 

underwent fundamental change 

involving some of the largest take­

overs the consumer goods industry 

has known: General Foods in 1985, 

Kraft in 1988 and Jacobs-Suchard 

in 1990. 

He is also a non-executive director 

of Bankers Trust, News Corporation 

and Sola International. 

Chairman's statement 

Why I joined WPP 
I was pleased and gratified to be asked to join the Board 

of Directors of WPP Group plc. 

I enjoyed my own early experience in market research and 

advertising, and throughout my career I learned the crucial 

contributions that skilled and outstanding communications 

services can make to all kinds of business success. I believed 

that WPP exemplified a whole range of just those superior 

and creative skills that clients value, and I admired its 

management for creating a resourceful Group and for bringing 

the company through some adversity: I liked its style. 

Since I joined WPP, I have seen the Board and management 

sharing a keen focus on improving financial performance. 

We also join in a lively concern with constant refinement of 

strateg ies, to improve the value of WPP and its related parts 

to all its constituencies: share owners, clients and our people. 

Our quantitative objectives and strategies cannot be realised 

without our qualitative ambition of trying to be the very 

best at what we do. A determination to do what it takes 

to provide consistently superior products and services must 

support- and does not conflict with - our financial goals. 

I am confident in the future of WPP and am privileged to 

share its commitment to be the best and most successful 

company in its field. 

Hamish Maxwell 

C hairm an 







Operating company highlights 

Highlights of the year 
We invited our companies to list their defining moments o f 1996. 
This is what they said .. . 

A. Eicoff & Co 

elped introduce an HIV test ing sys tem for a cli ent 

through th e innovat ive use of direct response 

television adverti sing . 

Pa rrn ered O gilvy Chicago on major accounts 
Sears and Sunbea 1 · · m resu nng 111 synergy a nd success 
for eve ryone in vo lved. 

BDG/McColl 

Anspach Grossman Enterprise 

• 

• 

• 

In partn e rshifJ zl'ith (u u r CruufJ ident ity CIJIII/Idnics I<II III Ch e d 

Ente rprise Identity Cruuf' a s d 111<1/ur gl" l" lfj(,rce . 

Develo pe d strung g ruzuth in /inanci<II SCI"l'i <·cs <~nd u ti l i tY 

industries. 

Co-operate d wi th sister culll fhlnies . 8ruuil/,u·d <lill l l~esc£1rch 

In t e rn at ion a I. 

BMRB International 

• Worked in partne h " . 
rs lp With the WPP team and Sampson Tyrrell Corporate 

Marketing to d 1 

Ga in ed ;1 JH.l implemented ;ln im ;1ge/ 

ad vc rri s in g trac kin g/c ustomer 

sa ti sfaction stu d\· in e :-: LTSS of eve op the WPP Space Program, a worldwide Group initiative 
to create effective d · · 

an mnovat1ve working environments and encourage 
best pract· · 

Ice Ill property management. 

$2 m illi on for a m ajor :1ir li ne a nd 

\Vas appo inted to h:1ndlc research 

cons ult :ln c\· fo r s is ter co mp:ln\· 

T he Henle\· C:e nrre. 

• Recently w h . 
on s oppmg centre design 

projects in v· 
Jenna, Cottbus, Strasbourg 

and Paris. In the UK schemes at 

Weymouth w k. 
' 0 mg, Heathrow Airport 

and Exeter ·11 
WJ soon be under way. 

• Sister eo 
mpany Dovetail Contract 

Furniture · 
gamed the contract for the 

total furnish· 
mg program at Wait Disney's 

London HQ d 
an won more projects in 

Europe for Bloomberg. 

Car! Byoir & Associates 
Succes f 11 · 

s u y Introdu ced the People Link reg iona l 
te lephon e se rvic h US . 

e tot e , th e f1r s t suc h se rvice 
to c ha ll e nge reg io na l Be ll s. 

Coiey Porter Bell 

Brouillard 
TV campa ig n fo r Gree1zPoinl Ba nk: ll'IJ/1 u s Be~r of Show dll"<Ird 

fro m Fin ancia l C ommunications Society ji J! · s ecrJ!z d str,I igh t ycc~r. 

\"X/o n 10 new accounts, seve n rJ/1 the s trength u/ crc·<~tiz •c ll'rJr/.:. 

fo r t w o existing clients . 

M o ved t o n e w s tate-of-the -a rt u(fices . 

Cole& Weber 
• Renovation. We tore down the walls between our Cole & 

Weber offices in Seattle and Portland this year, and joined 

forces to work together, pooling resources and talent. 

• "Hey, here's my card." We engineered a brand new 

corporate identity, which reflects who we are and where 

we're headed. The new look oozes with insight and 

creative thinking for the next century. 

\XIe CIJ117fJ ie t ed h · 1 1· · · . w a t we ?e 1eve 1s the h zgg est paclwging 
IJruJect ever u nd t k · 1· . 

• We're flattered. President Clinton liked our spot for 

Boeing, " The American Century," so much that he directed 

his staff to create a campaign film based on the same 

theme, the same footage and the same beautiful music. 

er a ' en 111 -. u m fJe, (1Jr re tailer Pr() m odes. 

I n the U J< we won Seagram an d I<) S an d 
alsr, la u n ched f l . 

. a n ew way o · r)()long a t clien t hriefs, 
v , ~ u a l Pl a nn ing. 

All client s 1 , . 1 r 
71J ll u n n p e te a pe r11Jrma n ce munitur 

a ft e r a /JI"f'J ert I I I d Jas 1ee 11 C fJ171 1J e te . \XIe ha ue ve t tiJ receive 
a II CJ.!. <if ll'e C IJ I/i 117 C I1{ . . 

• A site for sore eyes. Happily, Cole & Weber is one of the 

first advertising agencies to turn interactive into profit . 

Our work on Silicon Graphics and Nestle S.A. is 

recognised internationally. Texas Instruments , our most 

recent win, can expect more of the same. 



CommonHealth USA 
• Billings rose 20% to almost $500 million. 

• Added 10 major pharmaceutical clients 

to our portfolio. 

• Received 19 new assignments and launched 

12 new products. 

• Formed The Quantum Group 

specializing in direct-to-consumer 

communications. 

Einson Freeman 

Operating company highlights 

Conquest 
Co nquest Italy was nominated as Agency of the Year ,md 

awarded the best international campaign (A /fa Romeo cars}, 

best-liked food campaign (Maxibon from Nestle} and 

Adve rti s in g Grand Prix Publi ca ti o n s lta lia for a WWF anti­

hunting campaign. 

EWA 
Deve lo ped th e concep t of 

Contac t Managem e n t Units, 

des ig ned to ma n ~1ge direct 

contact between c lients and 

th ei r c us tom e rs, ha ndling 

sa les support , market ing 

ad mini s tr ~uion, d irec t sales, 

in formation se rv ices a nd 

• Won the IBM personal computer account worldwide in partnership with 

Promotional Campaigns. EFPC therefore became the world 's first global 

promotion agency. 

• Leading US promotions executive John Hopper joined as senior partner. 

• In US won Nestle and Dove (Unilever). 

• Opened in California and Mexico City. 

The Futures Group 

cu stome r se rvices. E\V'A now has units 

wo r king in gove rnm ent, ed ucat ion, th e 

m otor indu str y, agric ulture, reta il a nd 

th e fm cg sector. 

With the Gartner Group, a Connecticut-based information technology 

consulting group, zue have agreed to collaborate on a llltmber o{ customised 

st rategic planning pro1ects that will combine TFG's planning expertise with 

the Gartner Group's broad knowledge of emerging techno logies . 

The Henley Centre 
Fo ll owing th e appOintment 

of Richard H yrn e r a s chi e f 

exec ut ive and Paul Edwa rds 

The Grass Roots Group 
Succeeded in working with 

seven out of the top 10 UK financial 

institutions. 

as deput y ch ,1 i rm ~1n t he co m pa n y reo rgani sed into four new rea m s. 

Suhscqu e nrh·, Henley wo n a m a jo r s trategic co nsulta ncy 

ass ign m e nt from Ge ne ra l Cahl e, follmvin g a recomme nd a tion 

fro m s is te r comp~1n y J. Wa ite r T hompson . 

T he produc t ion of our new propri erarv Medi,l Futures progra m 

o n C: D-ROM d es igned b y s is te r co mpa n y, C leve r Med ia . 

J . Waiter Thompson Company 
Thompson Total Branding, JWT's proprietary interactive strategic 

planning system is now a key part of all 232 offices worldwide, making 

global brand communication planning a reality. 

JWT added Mazda Europe to its burgeoning 

Hill and Knowlton 
• Hill and l<nmcltons he c~ l thc<~re unit was chosen 

lJI' Th e European Commission tu commt111icate 

the health bene{its ol oliue oil. 

• Brit ish Te/ecom conso/idLited its /1.siLI P,1ci{ic 

pu/1/ic re latio ns require111 ents at Hill ,111d 

1\.nu[u/trm . inuolz •ing Hung 1\. ong . SingL!pore. 

Austr,zli,T. N ew Z e,zland. ChinLI <~nd .fc~pan . 

• Hill and l<nntulton US introduced ·nta trix' 

nzanc1gement. creating fhll'ltv betw een gc11e r, TI 

munagers . core scrl'i cc dnd pructice lcL!de r::: 

tu prol'ide clients tuith the hc:::t te<Tms f in 

their lmsiness . 

Ford business and, in the US, appointed Helayne 

Spivak to work alongside Alien Thomas as 

worldwide creative directors. 

JWT Specialized Communicat ions 

Launched its most far-reaching and 

successful integ rated marketing effort eve r on 

behalf of De Beers, combining trade promotion, 

consumer publicity, on-ai r celebrity promotion, 

consumer contests with national print and 

television advertising. 

No longe r J WT Recru i rnwnr Ad verr isi ng, .I \'>(IT Speed izcd 

Communica tions rt"ficds t ilL' comp~1111 · \ gnn1·1ng husli lL'SS ourSiLk 

t" mpl oy·mcnr commun 1 L· ~uions, in thL· h ig h- tt'c h, hc<1l rhcJ rL' ~ ~ nd 

'se ni o r lil·ing' sccro rs. 

New bu si ness in I Y96 111cl ud L·d ,-\llinlSign;li, Hoffm ~1n L1 RochL· 

a nd Com puter SLT\' iC t'S Cnrpor:ni o n , helpi ng ro producL' t hL· mos t 

succ ess ful ,.L'ar 111 rhL· comp~1m· 's 50-H'<H hi s ton. 

OrgJn iscd <1 g rL'<H l' osr-s uinnwr ouring. whi c h fell P ll rlw llltl:.; r 

beautifu l da1· of thL· , . L.~1r. . . 



Operating company highlights 

Mando 
Major ralenr hired in Ph ilip Penl ingron w ho was respons ibl e for m a jo r 

new direct cl ient, We ight Watchers . Mendoza Dillon & Asociados 
Attended stimulatin g W PP Leadership course wi th li ke minds from 

Group companies at London Business School. 

\\'Io n the !vlission Fouds .111 d A::.tc, ·£1 J\!l i l/ing 

lntsincss. 

Metro 
Presentations and events company Metro 

abandoned modesty and created Clever 

Media, bringing together the company's 

creative expertise in events, multimedia 

solutions, videos and selling environments. 

One of Clever's first accounts was 

Interface Inc., working alongside sister 

company BDG/McColl. 

Millward Brown International 
l l t h ;H <J7" .. o f our LJ J..: L· l ic nts said they A recent c lient sa ti sfac ti o n s tu c \" r e porrel 

wou ld recomm e nd t he compa n ~·. 74'1,, sa id the U )J11p ;1n \· \\";1s kno\\·kdgcahle 

a bo ut ad ver ti si ng, its ke y a rea. 

The compan y also s uccessfull y la un c hed Hr<~nd f)vn,nnics, ;l new sc rnce 

adding consulta ncy ro researc h expert ise . 

The company also opened Metro Ecosse in Edinburgh 
Oakley Young 
Designed and ma nu factured shu jJ-in-shojJS jin· J\!lotorula . 

Samsung and Voda(onc in J.')() Tc~ndv s tou·s , j i.llcd 
to service clients in Scotland and the North of England. 

Ogilvy & Mather Direct 
• We won Reader's Digest worldwide. 

• We opened new offices in Kua la 

Lumpur, Paris, London (te leservices) 
and Warsaw. 

• We continued to dominate the 

pres tigious Echo direct marketing awards 

(06M now totals 141, next hest 31). 

Ogilvy Adams & Rinehart 

in six week:s. 

Set up p oint of ;n u ·chasc clinic , 71 sister colll /hlll)'. 

Promotiu11a l Campaigns CruufJ. 

Ogilvy & Mather Worldwide 
Some things we're proud of: 

• Brand Stewardship, Ogilvy & Mather's commitment "to be most valued 

by those who most value brands," continues to strengthen campaigns, 

· · t f m clients around the world. Will new busmess, and earn respec ro 

• A robust new business record on both the local 

and international levels, including significant new 

worldwide clients such as ITT/Sheraton 

Orches tra ted media coverage of th e 11 rh I nrernational Confere nce 

o n A I DS in Vancouver, Canada, a ttended by more th a n 15,000 

delega tes and considered one o f th e mos t success fu l AIDS 

conferences to date. OA&R se rved as strategic counse llors to the 

conference organ ise rs for th e yea r pr io r to the co nfe rence, a nd 

managed th e media ce ntre which se rved more th a n 1,500 reporters . 

and Lotus, and important global assignments 

from existing clients such as Ford, Kodak, 

and Unilever, among others . 

• The designation of Ogilvy & Mather Rightford, 

our South African office and one of the industry's 

pre-eminent creative agencies, as International 

Agency of the Year by Advertising Age magazine. 

• 
Pace 

• Presen ted real es tate clients with 

ca pability to develop Weh sites. 

Exciting inroads in Africa and the Baltic States 

(where we established new networks); Southeast 

Asia (where we added new offices in Vietnam 

and Sri Lanka); and China, where we celebrated 

our fifth anniversary, and our advertising 

leadership position in an emerging market of 

1.2 billion consumers . 

• New branch netwurl~ estahlished. 

Primary Contact 
As the UK's leading business-to-business 

agency (Campaign magazine 1996) we 

have set about form ing Europe's leading 

business-to-bus iness agency network. 

Promotional Campaigns Group 
Rela un c hed compa n y as l'romor iona l C .a lllJ> <11)2.ll' C o~·oup \\ ·irh lll'W 

ide nrity from s ister co mpa n y Cole y Porrcr Bell .111d upgr,JLkd ll lL'L'flll ,L?. 

room s wi rh rh e a iel of :Vlcrro C, roup. 

Pa r tners hi p w irh J-:in,on l·' rL-cman 111 rhv [ I<.., 1n l ro Il-l\ I ·'I'I '" '' Hill,L?. 
fi r ~r g loba l pronwrio Jh age nu·. 



Operating company h ighl ights 

RTCdirect 

Won new business from US West, Federal Express, Trigon Blue Cross Blue 

Shield, The D iamond Promotion Service (DPS/De Beers), the United States 

Mint a nd IBM. 

To help handle this explosion of growth three 

key appointments were made: managing director 

Peter Koren joined from J. Wa iter Thompson 

Singapore, Becky Chidester was promoted to ch ief 

operating officer and John McCracken joined as 

partner, director of operations from National Direct 

Marketing Corporation. 

Research International 
• Established a team o f G lobal Accoun t Directors for six key 

m ultinational accounts. 

• Gained Investors in People accreditation in the UK. 

• Appointed Roger Banks as CEO o f the com pany's fast­

g rowing Asia Pacific network. 

• Completed an in te rna tional elect ronic network linking the 

compan y with its clien ts in mo re than 40 countries. 
Fostered closer working relationship with sister 

companies- EWA, Einson Freeman, JWT, Eicoff, 

CommonHealth USA. 

Sampson Tyrrell Enterprise 

• Enterprise Identity G roup was created 

in A pril 1996 bringing toge ther a number 

of WPP 's international design companies 

to crea te a world-scale competitor. 

• A new internal com m unica tions co nsultancy 

- Banne r Mc Bride - was laun ched. 

• Sa mpson Tyrre/1 Co rporate Marketing turn ed 

over £ 7. 2 mill io n in its first year. 

SBG Partners 

• We launc hed our Web site (www.sbg.co m ) a nd ave rage 22,000 hits 

a mo nt h . We have res po nses fro m prospective cl ients, but m a n y a re 

looking for product information o n packaging pro jects in o ur po rtfo lio. 

O ne wanted t he dosage for a n acid b locker, a no ther w a rra nty 

info rmati o n on the ir persona l compute r fo r w hich we did the brand 

iden tity. We've had req ues t s for free product samples, w ine la bels 

wi tho ut glue, and co llectabl e ti n co nta iners. As a business too l, 

o ur site is valuab le. As a n enterta in m ent m edi um , it 's a d a ily surpri se . 

• We introd uced a c rea t ive process, 

• Somehow o r other 10% of Sampson Tyn ·e /1 Simmons 

SBG Charrette - a two-d ay c rea t ive 

wo r k sess io n , w ith o u r seni o r people 

a nd o ur c lients' m a nage m ent inten se ly 

expl or ing pos iti o ning po renti a ls for 

t heir bra nd . 

staff fo u nd tim e to co nceive or p ro du ce 

babies in 1996 ! 

Scott Stern 
Es ta b li shed itse lf as a ma jo r co mm unicat io ns 

resource fo r a numbe r o f cli en ts. 

For the Bri t ish Airpo rts Au tho ri t y Sco tt 

Stern was a ppo in ted to help implement 

reg io nal! y and g lo ba ll y the Aut ho ri ty's 

Freedom to Manage prog ra m inc lud ing a new 

b ra nded g loba l compu ter network, Deskto p, 

fo r BA A m a nage rs. 

C rea ted a ' b ig picture' solu t io n invo lving 

re ta il e r a nd d is t r ibutor prese nta t io ns, po lll t 

of sa le a nd adve rti s in g fo r Li nn Products, 

a n inte rn a ti o na ll y renow ned hi -fi a nd sound 

reproduct io n sys tems compa n y. 

Wa lkerrGil"O lUip/CN I 

Appoin t ed a new p resident, Patricia Or is, 

a nd a new execut ive vice p reside nt Randall Ng. 

We ea rne d t wo g reat domestic clients bac k: 

AT&T and Niem an Marc us . 

Simmons revenues from custom 

research grew significantly, 

reflecting an increase in large 

scale recontact studies as well 

as magazine subscriber studies. 

The company received 

Electronic Media Ratings 

Council accreditation for Study 

of Media & Markets , making 

Simmons the only EMRC 

accredited print ratings service. 

TMC 

Launched a new po p singer with 

ou r countrywide C itroen Fashi o n 

Da nce 'n' M usic Show in the UK. 

• We reorga ni zed o ur m a nage m en t 

structure w i rh interna l p ro mo ti o ns 

to secure t he fo undatio n fo r com pany 

lead ershi p fo r the next decad e. 

New m a nage m ent tea m initi a t ives 

include pos iti o n ing t he firm as 

' Partners in Building Brands', 

emphas izing o ur stra tegic se rvices 

in brand deve lopm ent in add iti o n 

to o ur renowned c rea t ive d es ign . 

Also a n agg ressive s taff t ra ini ng 

p rogra m , a process fo r recogn it io n 

of Innovat io n . a nd a New Med ia 

G ro up a re unde r way. 

In 199S, elect rical retai ler Powerhouse le{t TMC {or 

a larger compet itor agency. In 7996 they came back. 

Successfu llv laun ched Product Simu i,Jtor. a resea rc h tec hnique 

a im ed a t redu cing r isk a nd cos t at t he resea rc h and d eve lopm ent 

s tage of new pro du ct deve lopm ent in packaged §!:Onds companies 

and R,1pid Reach, a fu llv auro m a ted inre rac:ri ve vo 1ce response 

inte rview ing svstcm. 





Communications services 

Competition ... 
you ain't seen nothing yet 

~re in a privileged position. Like management 

consultants and investment bankers, we can see the 

dramatic changes that are taking place within industries 

and within countries. Every day we see the impact of 

change on a wide variety of clients throughout the world. 

Our general impression is that the pace of change is 

increasing. It may be an uncomfortable thought but if you 

think that the last decade has seen cut-throat competition, 

wait for the next one. Moore's Law can be applied to 

competition as well as microprocessors. 

Lower population growth, improved communications 

and free trade, technology transfer, growing retail power 

and the consequent blurring of industry boundaries will 

all heighten competitive activity. Continued stable growth 

and low price inflation will also stimulate the competitive 

environment. In these conditions, brand differentiation 

will become more important- and that's where we come in , 

writes Martin Sorrel/. 

Before we discuss the wider issues , let 's take a look 

at the trends in our industry ... 
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Communications services 

The top 12 US industries by final 
dollar sales 

1995 
US industry 

Sbn Rank 
Health and medical services 1,070 
Insurance 

655 
Construction 

500 
Food and related products 498 
Educational se rvices 

490 
Travel services 

430 
Motor vehicles and parts 

320 
Aerospace 

270 
Communications 

251 
Electronic equipment and components 245 
Telecommunications serv ices 

230 
Apparel and related goods 

160 
Top 12 total 

10 , 
12 

T he_top 12 US industries ranked 
by f ive-year growth 
~ndust ry 

~tronic equipment and components 

!:.!:_communications servic es 

~municat1ons 
~services 
~iona l services 

1995·200 0 

% Growth• Rank 

9.2 

8.8 

7.0 

6.7 

6.5 ~ion 
~ •• ----------------------~6~.2----~ 

~s o:tnd pan s 6.1 

~d P•oducts 
5

"
8 

Aerospace ------...::.. ____________ _'5~.1~--2.... 

~~-~~~=-----------~4-~4----~10~ ~~cal services 4.1 11 
~~la"-t e~d~9~0~od~s~----------~~--_2~ 
~tal ---'---------------..:.2::'.9:_ __ _'1~2 
Nominal G~DlfP;-------------=5-~8:_ __ 

·~-~::~--------------~5~. 5~-----
\,ll ltc~s· \' llmru.Jf g rnu:lh 

. ~ff'l lll j (iuMt'r d- ·hsnna ., L li IJc{l.:l r tr11c ,zt (r{ Ccmr,:::~e\~ llko{sk)' Gn1e11 Assonates, 

Top 20 d . . 
· a vert.smg markets 
1n 1996 

~Y/Ra n k 
Poputalion Ad spend 

Ad spend 

(m) 
pc• Ad spend 

I USA (Sm) capita (S) % of GDP 

2 J~an 
263.0 101,148 384.6 1.32 

~rmany 
125.0 45,471 363.8 0.87 

81.6 22.977 281.6 4 UK 1.04 

~cc 
58.4 16,456 281.8 1.42 
58.0 10,502 18 1.1 6 Bra:zit 0.66 

~thKorcn 
159.2 7,790 48.9 1.41 
44.5 6,995 157. 2 

~y 1.36 
57.2 5,817 101.7 0.51 9 Chmn 

10 sp-;m 
1,208.8 5,14 1 4.3 0.62 

~ 
39.2 4.889 124.7 0.83 
18.1 4,691 259.2 1. 26 ~nada 29.6 4,094 138.3 0.70 13 Ta•wnn 
2 1.1 -- 3,978 188.5 1.40 14 M ex ico -
94.8 3,810 

15~t~dc 40.2 1.10 

~~;;,d 
15.5 3,557 228.5 0.88 

1 7Arg~<l--
7.0 3,113 tltl4.7 1.01 

18 Hong Kong 
35.0 2,717 77.6 0.95 

19C0i;;~n-
6.2 2,320 374.2 1.44 

20 Sv,cden 
35.1 2,188 62.3 2.26 

7.0 1,905 272.1 0.62 
I " \~ / IJ: III t' .J/ 

- ---------
,,,,,,,. / ("11/r/· 
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Industry overview 

The demand for communications services 

In 1996 wor ldwid e ex pe nditure o n com mun ica ti o n s se n ·iL·es g re \\" 7'1., 

to $900 bil li o n (from $84 0 b ill io n in 1995) . T h e indu s tn r:1nk s :1nw n g s t t he 

top 10 in the United Sta tes, the wo rld 's la rge s t indu s tri a l n a ti o n , a nd is a mon gs t 

the fas tes t g rowin g. 

T he US m a rket was s t imul a ted by th e US !' res id e n ti a l elect ion :1nd th e 

01 ympic Ga mes. Europe, pa rti c ul a r ly C onri nc n ta l Euro pe , \\'as s t i 11 a ffcc rcd 

by the recess io n o f t he ea rl y 19 9 0s, whi ls t As ia Pa cifi c and Latin A merica 

continu ed to g row a t do ub le- d ig it ra tes . 

The two bigges t segm ents o f th e co mmuni ca ti o ns se n ·ic cs indu s tr y 

(adve rti sing acco unt ing fo r 40% a nd promotion about 35 %) \\'<.:re w orth :1ho ut 

$850 billi o n between th em . 

In 1997 wo r ldwide ex penditure is forecas t to co ntinu e to g row s tro n g ly, 

but at a s lightl y s lowe r ra te o f 5-6 % . Th e US shou ld re lax s li g ht ly, with Euro pe 

(pa rti cu larl y Contin enta l Euro pe) s tre ng th e nin g, a nd r\s ia Pac ifi c :llld La t in 

Ameri ca co ntinuing the ir s t ro ng growth. 

In 1998 the pa tte rn sho ul d be simil a r vv ith o ve ra ll wo rld w ide g row th 

s lightl y lower at 4 -5 % . The fo ll owing two yea rs sho u ld he s tronge r, be nefiting 

fro m the prospec ts o f the US Pres id enti a l e lec t io n, th e mill e nn ia ! O lvmpics 

and o ther events. 

O ve ra ll wor ldwide g rowth sho uld contin ue a t th e mi d-s in g le- di gi t lcn ·l 

m the 1990s un less infla ti on acce le ra tes an d gove rnm ents a rc fo rced to res trict 

g rowth- in wh ic h case t he re wo u ld be a n in iti a l s urge in comm u nicati o ns 

se rvices spending fo ll owed by a fla t te ning o ut. 

The two long-term trends in the communications services industry 

We fo un ded W PP 11 yea rs ago to capita lise o n two long- te rm tre n d s. 

First , w ith in th e co mmuni ca ti o n s se r vices indu s try, ex penditure o n infornuti o n 

and co nsul ta ncy, pu blic rela t ion s a nd pub lic affa irs a n d s pe L· i ~l li s t 

commu n ica ti o ns is g rowing fas te r th a n ad ve rt is in g ex pe n d iture. W h \· is t h is? 

Pa rt ly because , in th e 1970s and 1980s, d e m a nd fo r advc rr is ing o ut st ripped 

supply - particu la r ly in th e case of network te lev is ion . As a res ul t m cdi ,l priL· in g 

g rew at a fa s te r ra te th a n ge ne ra l p r ice infl at io n , a nd c lient s b ega n ro q ues tion 

the e ffec t iveness o f adve rt is in g. In th e 19 90s w ith i n cr e:1 ~i n g m n li :1 

fragmentat io n , the pe rso na lisa ti o n of m edi a a nd on l·- to -o n e ..:omm u n iL·:nio n , 

cli ents a re inc reasing ly com mi tt ing to in fo rm a t ion a nd co n <; ult :l nL·\·, puhl iL· 

relations and pub lic a ffa irs a nd spec ia lis t commu n ica ti o n -. . 

Second ly, communi cat ion s se rvices ex penditure I'> grow 1ng f,l s tL-r ou h id c 

the US than inside. 

Both rhese trends have s t reng th e ned eve n mo re '> lg n Jfic :l lH II· 111 r L' LT IH I"L':lr s. 

But th is doesn't mean tha t if you a re in a cl ve rri-.in g in rhc Ll<., th a r 1·o u -. ho uld 

comm it har i- kiri . l t do es , howeve r, m ea n tha r t hL· ta'>tc r g rowt h <> ppo rrun i ri c~ 



arc el sewhere as our clients face increas ing competitive pressures in their 

domest ic m <Hkcts . South Korea (rh e second larges t market in Asia Pac ific ), 

C hina , Indon es ia, ;v taLn·s ia, Me~ico, Argentina, Co lombia, Peru , Venezuela, 

Hungary, rh c Czec h Republic, Russ ia, India a nd South Afri ca all offer sign ificant 

opportun ities. Those to co m e, when political deve lopments permit, will include 

M ya nmar w ith 45 million people and C uba with 11 milli o n. 

T he opporrunit1· is s ignifi c1 11t as advertis ing per capita, and as a percentage 

of CDP, is low e r in a ll t hese markers. However, growth is li kely robe stronger 

in As ia Pacific a s governments are more stab le and welcoming and people ve ry 

e ne rgetic, w ith Latin Am eri ca a c lose second due to hi sto ri ca lly g reater 

inst<1hiliry. If pol itica l d eve lopm ents are favourabl e, Africa a nd the Midd le East 

could prove more promising than Ce ntral and Eastern Europe as political 

insrahilir1· and lack of infra structure dog the latte r. 

Fear in the short term 

The 199 0s arc very d ifferent ro rhc 1980s . The 1980s were characte rised by 

rc la riv ch · high leve ls of infl ation, hi gh growth of money incomes and prices, 

and high le1·e ls of e mploym ent. H isro r ica lh· we we re all Key nes ians tr ying 

to achi e1-c so-c1 ll cd full emploYm ent and tol e ratin g rei<1tively hi gh leve ls 

of inflation. TodaY we arc all Friedmannites tr ying to erad icate inflation and 

tolerating relati ve h · high leve ls of un e mploym ent. 

l t w ill he inrerL·s ring ro sec whether in C ontinenta l Europe, for example, 

th ese econo mic policies C<ln he m <linra ined. In Fr<lnce a nd G erma1w, 

u nemploYment IS <1t it s hi ghest level Since the Second \XIo rld \Va r. In Spai n, 

(-)()'!{,of gradLwtes •1t some uni1-c rsiri es cannot find jobs. It is difficult ro see how 

gove rnm e nts particuLHI)· in front of elections, wi ll be <1ble ro mainta in ant i­

infbrion•HY po li cies. C:crt<1 inl1· in L1tin Ame ric1 it ha s bee n di fficul t for 

governments in r\rge ntin ,1, Pe ru <1nd :VIexico to mainta in moneta ri s t polici es 

a nd they halT ., hiftcd to more populi s t <1ppro<1ches to attract the e lectorate. 

\X! h ,1teve r rhe outcom e, fe<H of unemploYme nt has a ffec ted horh consume r 

and m ,1n ,1ger, suc h rh ,1t L·omnHiniL- ,1tions sen·ices ex penditure now see ms to 

L1g r.1thn rh,ln Ic .1d the c1·clc . The co nsum er has hcco mc more conce rn ed ahom 

rhc rc hrion ship hcrwcc n priL' L' ,1 nd qu <11Itl·, a nd has hec n concenrr,uing on 

'<1VI ng r,uhcr th ,ln ~ pe nding . The m ,1n,1gn Is unwillin g ro rake ri sks. needs more 

evi den ce of ITcmTn· ,1nd confid enc e. <1nd is onh· wi llin g to comm it after clc<H 

CI'ILkncc of rCUliT rl· h ,1, r.1kcn phce. • 

Communications services 

Worldwide marketing services 
expenditure 1996 (Sbn) 

A MR PR&PA 

USA 16 8.6 3.9 15.2 

UK 16.2 1.4 2.5 

France 12.0 0.8 0.7 

Germany 19.5 1.0 0.9 

Japan 40.8 0.9 3.8 

ROW 126.0 2.1 2.4 

Total 383.1 10.1 25.5 

A Advertising MR M arket research 

PR&PA Public relations & public affai rS 
SC Specialist communications 
'• •nr.-,·: \\: 1'/',·:.tuu.uc.< frut/1/".lrl"t'~ tr.:.J,· ~"ur•c~ 

Unemployment rate (%) 
12 , 
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Employment rate (m) 
Est imated change 1970-1994 

40 -

20 -
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0 " 

Japan 

se 

248.3 

35.9 

16.7 

23.9 

44.4 

109.0 

478.2 

- 10 
European Union North America 

• Governm ent e Pnvatc 

/I l''•:tl-.•1• /'•'· 
\ •!tfo 1 ~ 4 1/ I /l. / :1' · ·,!,/! 

Total 

436.0 

56.0 

30.2 

45.3 

89.9 

239.5 

896.9 
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Population growth by region (%) 
Average annual growth 1992·2000 
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Factors leading to increased competition 

Underlying trends 

Lower population growth 

Most cha irmen and chief exec uti\'CS prom ise their ~hare o\\ · ner~ long-term 

growth rates in profit s, earn ings pe r share or ca s h f lo\, . of <H le ast :i - I O'.Y. , pe r 

ann um . Popu lat ion growth in a lmost a ll co untri e~- particular!\· in the Luger, 

mature econom ies - is less th an thi s . So compa n ies ca n onh· a L·hiL'\'t.' their 

stated ob jec ti ves by taking m a rk et share from a competitor. 

Improved communications and free trade 

Im proved access throug h eas ier trave l and e lec tronic con1m uni c:Hions h <l\·e made 

g lobal competiti o n a rea lit y. Howeve r, th e s in g le biggest sti mulant to our L·iicnts' 

businesses- a nd hence o ur ow n - has bee n economic liher<liisation. T h is usua ll y 

invo lves a pattern of moneta ry a nd fi sca l restra in t, 1-cmo\·a l of tr;lde harrJL'rs, 

privatisation of s tate run indu s tri es (in c ludin g pen s ion s ) and c:-;porr-lcd growth . 

Thi s has probably been most m a rk ed in La ti n Ame r ica. C hile ha s a lw<l:·s 

see med to be pursui ng th ese o bject ives , but more rece ntl y ,\llc:-; iL·o, Argentina, 

Peru and Co lo mbia have joined th e m. As a resu lt (a lthough it is no longe r 

essenti a l for Braz il to flourish for Lat in Ame ri ca to grow), t he continent 's Lugcs t 

country now seems to be building a stro nge r ba se lw adopting s im il ar 

economic pol icies. Even Fidel Castro see m s to he think in g <l iong s imil ;u lines­

as it is rumo ured th a t he cc)llsu lted form e r Me x ica n Pres ident s ,,Jina s on the 

priva ti sa ti o n of teleco mmun ications in C uba. 

Stab le growth and low inflation 

All these trends have been he ig hte ned b y th e re la ti ve ly more St <lhlc, s lown, 

less infl ati o na ry g rowth of t he 1990s. In these condition s th e effec ti ve n ess 

of manufacture rs' s trateg ies a re more likely to be ex posed as th e y a rc less ah le 

to pass o n infl a ti onary pr ice inc reases to the co n su m e r. Th e uncomfort;lhl e 

fa ct is that we a ll pre fer a small clo se of inflat ion. 

Business trends 

Technology tran sfe r 

Tech no logical advantages eva pora te qu ickly as compe titor s cop\· new idc;l s . 

Competitive adva ntages a re difficult to m ai nta in eve n in wh a t ~ ee m to he 

techn o logica lly sophi s ti ca ted indu s tri es; compute r ~, tcl ecommunic:Hion s <l nd 

automob il es - wh ich see m to he complex p roduc ts- s hare th e >.a me 

cha racteri st ics as d ete rge nts, food s a nd c redit ca rd s . Product !1 fe cyL·Ics · 

shorte n and bra nd cyc les le ng th e n. Lead tim es for th e int rodudion of produL'ts 

sho rte n, produc t tes ting a nd le ng th y con s um e r rc ~ea rc h a rc lu x un c~ . 



Life is further complicated by the tendency for hitherto fierce competitors 

to form strategic alliances- for example, US and Japanese companies in the 

automobi le and photographic industries. In these market conditions it is 

more important to rake calculated r isks and, as the chance of fai lure is greater, 

nor to punish it too severely. 

Growing retail power 

Control of the channels of d istri bution is being increasingly concentrated in the 
hands of a small number of retailers. For example, in food retailing in the UK 

four companies conrrol over half o f the market. 
Retailers have also reinforced their position by developing their own products 

-store labels or own brands. Some years ago these were not competitively 

sign ificant as they tended to be poor quality and cheap, nor a dissimilar situation 

to the way the consumer used to think of Japanese or Far Eastern merchandise. 

In the last economic cycle retai lers have developed the quality of their store 

brands significantly, and indeed have introduced several brands a t different price 

and q uality points, so rhar in many cases store brands have become synonymous 

with the highest quality. 

In the high-in fla tionary I9H0s manufacturers compounded the problem 

by predatory pr icing which increased the price differential between manufacturer 
brands and own lahel. In the 1990s this has served to enhance the brand image 

of retai ler own-labels. More recentl y, it has resulted in manufacturers making 

substantial pr ice cuts in categories such as cigarettes, cereals and other foods. 

Interestingly, the new electronic media, which have a direct relationship 

with the consumer, offer manufacturers the opportunity of a direct dialogue. 

T his is particularly important given that 50% of a manufacturer's costs can be 

in d istribution. However it is the retailt:rs who have tended to grasp this 

opportunity more aggressively- makin~?, investments in home shopping and retail 

television channels. Perhaps th is is because the manufacturers have become 

too trade-focused, leavi ng retailers (who, after all, have more direct day-to-day 
contact with the ..:on~umcr ) to fo..:u~ on customer needs. 

Increasingly we may he witncssin~ the ~rowth of new virtual manufacturers 

who explo it the new te..:hno lo~ics and direct relationships with the consumer. 

An example wou ld bl· the personal computer industry where Dell ;md 
Catl"W<lY 1000 S11ppl y the business and home markets hy tr lephone whilst 

mainraini n~ link or no inventory. 

New competitors 

Nn product or snvi~·e cate~ory is prott·creJ from ..:ompetitinn. This trend is not 

..:on fined to pa1·ka~ed ~oods. Br;mds that ~o:nnsumers trust are invading new 

~.:are~ories. Who would h;we rhnu~ht that in our own industry a small 

HcJIIywcJtld-h<l '>Td talL·nr ;l~e11L"Y wc1uiJ h;tve cJUt·prcsentcd M..:Cann-Eri..:kson for 

rhe Co..:a-Cola <h :<:CHI!1t or th;H <l fi lm producer like Spike l.ee would have formed 

an il).:l"ll~·r with ])])!\ r-.;n·diMm ~ Or that Sw<H<:h would join Mcr..:edes Benzin the I 

Communications services 

Growth of retail power 

lW .. ·MartSIOffil 

"' ZMOiroGroup 
-.oy!Swi« orlan<l' 

•• e:-tonHud"""' 

Z5 KaroladiiHOruoGr""~ 
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Internationalisation of 
multinational companies 
% of sales outside home markets 
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Source: The data sho~tm rs based 11/10 11 the aggrcga ttcm of refJOrted 

revenues (or Amertcar1 £xfness, Ford, IBM, Kellogg, 
Kodal.: , Plnl1p Mu"ts, Umlevcr a1zd \Va mcr- Lambcn 
0_"d 'U.0S sourud from annual repo rts , Sra11dard & floors, 
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Output versus jobs (%) 
US manufac turing 

2 

_, 
79 - 94 

I Output e Employme nt 
\tmt rc I/\ l..ubm dcp.1 rtme,:t 

94- 0 5 est 

automobil e bu sin ess ? Or th a t Sa m sun g w ould e nter th e <llltonH>hik bu s in ess too ? 

Or that Virg in and M a rk s & Spe nce r w ould entn th e fin <liKi ;ll ~e n· i n·s bu s in ess ? 

Or tha t Virg in wo uld compete with Co ke a nd Pe p s t in the -. o ft drink ~ bu s iness 

o r with IDV, Distill e rs a nd Seagra m in th e s pirit ~ hu -;i m·~-..? 

Geographical expansion 

Give n thi s backg ro und it is easy to see wh y our c l ie nt -> h ;l \'l' c:q >a nd ed their 

operatio ns geographi ca ll y. H oweve r th e re is s till a lon g ,,.a , · to go. So m e 3 0 , ·ca rs 

ago mos t US compa ni es be li eved th ey we re multin a ti o n ;l l. St ill to lLl~ · th e a vc r ~1 ge 

US multinati o na l compa n y o nl y h as 20 '?;, o f it s sa les out -;t d c the US. T h e typi cal 

company is no t Coca-Co la with 80°/r, of it s sa le s out s id e th e US. It is more lik e 

Pepsi- Cola with 80 % of its sa les in th e US. 

No wo nder then th a t o ur bu s in ess is ex pa ndin g so ra pidh· in ,\ sia l'a L·ifi c 

and La tin America . Even during th e recess ion of the ea rl ,· l ';)';l()s d o uh il'- c.li g it 

g rowth co ntinued . Eve n in the m id -1 990s, w he n th e m a ture, s lo \H'r-grm vth 

markets recovered , the e m e rg in g, fas te r-g ro w th m a rk e t s w e re grow ing almos t 

twice as fas t . Ge nera ll y the US a nd Wes te rn Europea n economi cs s h o uld g row 

at 2-3% , with the world ave rag in g 3- 4 % , a nd As ia Pa c ific and L n in A m e ri c a 

6-7% . Cent ral and Eas tern Europe a nd Afri ca and the M iddle East 

w ill inc reas ing ly com e into the pi c ture, p a rti c ul a rl y if th e pol iti c 1l c lim a te 

is favo urabl e. 

Client strategies 

Our c li ents have respo nded to th ese tre nds in three wav~ . w h ic h seem to varv 

with the state o f the econo mi c cyc le. 

Cost cutting 

Particul a rl y at the downturn of a n econo mi c cyc le , i nc rea~ed ~HtL· nnon is r ~1id 

to reduc ing costs . W ith com pa ni es proba bl y bloa ted h y t he prev io u s c , ·c lc, 

there a re ma jo r oppo rtuniti es fo r fo c usin g th e hu s i ne~~ a nd re mov in g p L-rtph c r ~ll 

acti viti es . With the deve lo pm ent o f info rm a tion tec hn o logy th e re w ill h e 

substanti a ll y inc reased opportuni t ies for ze ro- hased budget in g , to ta l qu a lit Y 

ma nage ment, process re-e ng ineering, d e laye rin g, dow n - ~ t z tn g, o ut - ->o urc ing 

o r whateve r tec hni q ue beco mes fas h io na bl e . 

Compet iti ve pressure w ill continu e to d e m a nd th <H co-.r~ a rc ~ L· rutini -; ed. 

In addi t ion it is c lea r th a t old hi e ra rc hi ca l orga ni ~a nona l ~ tru c tuiT~ ;H e 

Ina ppropri a te g ive n new tec hn o log ica l devc lopm c n h . Th c~c e n L·o ttr ;lge ;1 network­
type st ruc ture. 

Howeve r, as th e dow n tu rn in t he econom ic cvc le ~t <Hh to horro m o u t, 

ma jor cost reduct io ns beco m e mo re d iffi c ult to ach teVL'. a nd t h<Ht g h t-> t urn 

to ways of adding and ge ne ra tin g reve nu e~. 



Acquisitions 

As concerns ~1bour costs srarr to recede, as quantum changes become more 

difficult (and perhaps as a boredo m factor starts to ope rate), chairmen and chief 

exec uti ves turn th e ir minds to acquisitions as a mea ns o f ex pansion. This is 

usua ll y s timulated hy hi gher stock marker val uari ons and lowe r cos ts of capital. 

For example in th e last cycle, th e pe riod .I 99 1 to 1992 saw significant cost 

cutting, wh il e I 993 onwards saw a s ignificant increase in acquisit ion activity. 

Surpri s in gly, ~1cqui s irion pricing does not see m to va ry significantly at any 

s tage of th e economic c~rcl e. Va lu a tions in the packaged goods secto r, for 

exa mpl e, see m to remain significantl v above revenues, and price ea rnings 

multip les paid rem ~1in in the high double -di gi ts o r 20s. Thi s see ms to refl ec t 

rhe scarc ity of wor kl -class br ~1nd s and rhe difficulty o f deve loping them. 

lt's the revenue, stupid 

Ar rhe top of the cycle more and more attent ion see ms to be being paid to organic 

g rowth . Stock markers on both sides of rhe Atl antic see m to be focusing on 

top line reve nu e g rowth , and awarding hi gher va luarion s to companies that grow 

organical ly eithe r by d eve loping new product or se rvice lines o r ex panding 

geographicall y. 

Somewhat ~1mu s in g l v thi s h ~1 s led to the deve lopment of a number of new 

m anage m ent book s and th eor ies which are e nco uragi ng companies to focus 

on revenu es rath e r than costs. To so me extent thi s simpli sti c academic response 

see m s to be following rhc s tate of the econo mic cycle and may go some 

W<l Y to explain in g w hy aLh-crtising ex penditures s tarted to pick up in 1994. 

C lea rly with d1ffe rentiarion becoming increasi ng ly difficult, and (fo r 

w ha teve r reason) g rea te r c mph ~1 s i s be in g placed o n revenue growth, the ro le 

of commu n1 c 1tion s se rvices will beco me more and more import ant. Revenue 

g rowt h ca n be st imulated hv geog r~1phic ex pansion . Manufacturers wi ll continue 

to innovate in o rd e r to g~1 in ~1 tec hnological ~1dva nrage, no matter how transitory. 

Serv ice w dl become a n increasingh· impo rtant discriminator, es pecial ly 

wi th the deve lopm ent of direc t market ing ~111d its protege. the new interactive 

meck1. A one - to-o nL" pnson~1l relat io nship \\·ith the con sumer w ill enab le 

m a rk eting compan ies to difk renriate themse lves more effec ti ve \\' and develop 

a herre r unde r sr~1 nd1ng of the consumer. 

Communications services 
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Communications services 

Opportunities for the communications services industries 
(which can become threats if ignored) 

I would li ke to tr y a nd g roup these in relation ro rh e four kL'\ · L'klllL' IHS of our 

mi ss ion st a te m e nt: talen t, world, p a rtn e rship :1nd profir. 

Talent 
The right structure 

The co mmunicati o ns serv ices indu s tr~ · is perc e in:d :1 ~ heing moLkrn, 

revo lu tionary and o n the c urri ng edge of progres .... N o rh i ng L·otdd he fu rthe1· from 

the truth. We are probably more conse r va ti ve rhan acco trrlt:uns, 111\·csrmenr 

bankers, lawyers or eve n actuaries . 

Some of o ur spec ia li s t communi ca tion s compa nie .,, w hich :1re of :l more 

recent vi ntage, m ay have flatter, more proces ~- dri\Tn organi-.:H ional structures, 

but our large r, more well - es tab li sh ed unit s ha ve gone through lirrk or no 

sign ifi cant organisational change in decade s. Thi ... d e.,p ltL· thL· fact rh :H mo s t, 

if no t a ll , of ou r m a jo r nati o na l a nd multin a tional client~ :He conrinu :1ll y go in g 

through significant s trategic and s tru ctural c h a n ge . . \!lost comnH!Ilic:Hions 

services compa ni es rema in rooted in th e pas t w ith ve rric :1l, functiona ll y dri ve n, 

sil o -like structures . Man y indus tri es ha ve see n ra dical reductions of hc :1ckounr, 

with some companies reducing the numbe r of their people h v :1s much as 50 ':X,. 

Our industry squeals with disp leas ure if th e numbe r fall s h y as much :1s 5'1.,_ 

The streng th s of well- es tabli s hed age nci es in c lude their in s tirution :l l qualiti e s, 

but these can be the ir Ac hill es hee l if th ey a re not prepared to e ven consider 

organi sa tional change. Sad ly, hum a n n a ture b e ing what iri s, L·hangc rends 

to on ly happen a fter di sas ter. Th e rul e see m s to he: if i r ain'r hrokL· , don't f ix ir. 

Advert ising age ncy s truc tures, for exa m p le, remain vcr v rnuch :1s th e y were 

50 years ago. Th e on ly change in rh e o rgan ag ra m is rh e ch::mgc of n :Hn e of rhe 

edito ri a l publicity department to th e creative departm e nt. Rooted in geog raph y 

first , function second and c lient third, ad ve rti s ing age nci es rc m:1in function :1ll y 

dri ve n, w ith a stra teg ic p la nnin g department, d ea lin g w ith a n accou nt handlin g 

department, dea ling with a c reative d ep a rtm ent, d ea lin g with a media departm e n t, 

dealing with a financial depa rtm ent a nd on a nd on. The opportun iti e s 

for mi scommuni ca tion, co nfu sed briefin g a nd rh e d eve lopment of turf a nd 
territo ri al ba rri ers a re consid e rabl e . 

However, o ne of our s tre ngth s (or is it our in s tin ct for ., ur viva l ?) is th:H vve 

do obse rve o ur c li ents - a nd the s tra teg ic a nd structura l change s rhev :11-e m :1king 

- ve ry c l.ose ly. Probab ly rh e s in g le mos t common fea ture among a ll our c l icnrs 
istheirdes ire toc d . 1 · f · 1 j 1 · · · o-or 1n ate tle rr· uncnona anc geogra p11c ac t1 v 1t1 e s n1 ore 
effecti ve ly In e h . . 1. · · sse nce t ey are seek1ng econom1 es of kncl\·v lcdgL· or L·o -on rr1 :H1on , 
no t econo mi es o f s 1 cl k . 1 1 · · 1 . ea e, an are see 1n g to avo iL con ... t a nt v 1Trr1ven t1ng t 1c 
wheel. Thi s 1s not · ·1 · ' hi · 1 I · · necessa rr y 1nco mpat1 e Wit 1 moc er n pre kiTilCL'~ tor 
empowe rm ent dece nt 1· · T'l · · I · · ' ra ISa tron or a utonon1 y. 1crc ~~ ~ 1n1 p \. ll<> po1 1H 111 nor 

bene fitin g from sha rin g knowl edge - pa rticu la r ly w he n mod e rn tec hnol og~ · 
enab les you to do thi s so effec ti ve ly. 



In li g ht of this , age nci es w ill have to adapt the ir organisati o nal structures to 

m o re hori zonta ll y, c li e nt -dr iven s tructures. These ch anges wi ll require the 

sk ill s a nd q ua liti es of long-forgo tten organ isa ti o na l and methods departm ents, 

as it w ill req uire a ri goro us anah· sis of th e process by w hich c rea tive work 

is d eve loped, app roved and impl e m e nted . O nce the process has been analysed, 

th e appropriate o rga ni sa tiona l s tructu re ca n be deve loped. 

Some ho ri zo ntal or 'cluster'-n·pe st ructures have bee n tri ed in mature markets 

and have bee n <lhandoned. Thi s lll<W he clue to th e fact that th e processes 

in vo lved had not bee n ana lysed suffic1entl y befo re ha nd. Iro ni ca ll y, in th e fas ter 

growin g market s of the Far East a nd South America (i n Bangkok, Manil a 

and Buenos A ires, for exa mpl e) s im ilar st ructures have bee n tr ied successfu ll y. 

Wi rh in WPP s ig n i ficanr progress is being made towards such structural 

c hange, wit h 14 res t heel s estab li shed in 1996 an d a furth er seven in 1997. 

T hese have bee n selec ted from the g ro up's seven brand profit cent res - Ogil vy 

& Mather Wor ldwide, J. \'\/alter Thompson Compa ny, Conquest, Kantar, Hill 

and I<nowlton, Ogi lvy Adams & Rine ha rt and Specialist Communicat ions. 

Eac h profit ce ntre has selected three wor ld w ide cli ent units or geog raphic profi t 

centres to improve the process and profit a nalvsis, and th en the o rgan isationa l 

s tructure. The objective is better work, faste r. 

A pleas in g aspect of th ese inJti ,uives is tha t a number of o thers have been 

s tarted as a result. For example, in Brusse ls 10 Ogi lvy units have grouped 

togeth e r :1nd- using th e g roup 's office des ign capabiliti es at BDG/McColl- have 

des igned th e 'offic e of t he futur e'. Essentiall v th ey ha ve c rea ted an open plan 

structure, wit h no offices and movab le pa rti tions to enabl e better comm unication 

a nd expa nsion. 

To some this m ay see m a long wav away from th e creative process. Howeve r, 

unl ess we ana lyse our reven ue s treams more ca re full y, o ur resource a llocation, 

our processes a nd our org<lnisational structures, we w ill not be a position 

to respond to th e increas in g ly com peti ti ve enviro nm ent that our cli ents fac e. 

The right size 

Big or small 

C lo se ly re la ted to the iss ue of st ru cture is th e q ues tion of size. The common 

pe rce ption is that as organi sa tions grow in size thev beco me un w ield v, 

unres pon sive and laL·k 1n g in cre<ltivit\'. In li ght of thi s how w ill th e adve rti sing 

indust r y d eve lop? W ill la rge agencies with th e1r worldwide reso urces a nd 

co -ordin a tio n s tre ng th s dominate th e m<Hk et ) O r wi ll th e sma ll er age nci es wit h 

rh e 1r pe rc e ived LTt' <lti\'t' strength, flex ibil1t\ <lnd respons iveness, re inforced 

h y new rec hn o log\, ourrna noeuvre rhe1r la rger uJm petirors? Or will mid-s ized 

age nc ies provide a ha ppv L·o m prom JSt') 

For the moment th e cln swn SC'L' Ill S to he th<lt th en" w ill he in LTe <lsed 

po la r1' ari on a t hoth e nd s of th e lll<Hker. The I;Hgn agl' JKi es L·onti nue to increase 

rhe1r mark er sh <Ht' as L·IJcn rs c·on so !Jdcltt' the ir <lgt·ncY ro sre rs. The la tes t 

consolJLLlt ion trc·nd -.t;Htnl \\·1rh IB!Vl movin g from 40 <lgencies to o ne-
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Communications services 

Market share of Advertising Age 
top 10 agencies (%) 
59 

55 
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Srmrce: Ad1•errtsmg Age 

Increased consolidat ion 
Ownership of top 25 US agency brands 
(ranked by worldwide income) 

Brands 
in 

Pa rent top 
company 10 

lnterpublic 

Omnicom 

WPP 

O thers 

Brands 
in 

top 
25 Agencies 

5 McCann-Erickson Worldwide 

Ammirati Puri s Lintas 

Lowe & Partners/SMS 

Campbell Mithun Esty 

CKS Group 

3 BBDO Worldwide 

DDB Need ham Worldwide 

TBWA Chiat/Oay 

3 J. Wai ter Thompson Company 

Ogilvy & Mather Worldwide 

CommonHealth USA 

14 V& A Advert ising 

Grey Advertising 

Leo Burnett Company 

Foote, Cone & Balding 

Saatch1 & Saatch1 Ad verti sing 

D'Arcy Masius Benson & Bowles 

Bates Worldwide 

Bozcll Worl dwide 

Carl son Marketing Group 

TMP Worldwide 

Gage Milrkct ing Group 

Wells Rich Grccnc BDDP 

DIMAC Direc t 

Brenner Slosbcrg Humphrcy 

\•.;IT,, ,\dt·,•r(t'IIH' i;:l" 

28 \\PI'C.J•HljljJ/r 

Ogilvy & Mather Wor ldwi d e - in th e la rges t account ""·itch 111 ad\nt is JJl g 

hi sto ry. Simi lar conso lida ti o ns followed in vo h ·in g De Ben'> , F ,l ~t nun kod ,l k, 

SmithKiine Beecha m a nd Kimbe rl y-C ia r k!Scort Pa per (a ll goo d fo r u -..), 

Baye r, Reckitt & Co lm a n and Co lga te- Pa lmoli\-c (which Llid nor ,1ffecr u s) ,1nd 

S.C. Jo hnson a nd Nabisco (bad fo r us) . 

At the sam e rime the la rger agencies arc con solidating th e 1r nurkL·t s h ,HL' 

thro ugh acqui siti o n. Mid-s ize age nc ies like C hi a t Da,·, TB\V:\ , t\ mmJr ,ni 0-:_ l'uri s 

and Kerc hum have a ll fall en to IPG a nd O mni com, despite idJo s nlLT,ltJc a nd 

iconoclastic owners w ho a lways promi sed neve r to succumb. BDDI' ha s form L·d 

a larger mid- sized, heavil y leve raged unit w hil e N. \X!. r'hcr ,,·as aL·quirnl In­

another top 10 agency, D ivi B&B. C lea rl v some of the se tL1n S,1ction-.. \H're dri \"l·n 

by financial mori va tion s, bur ju s t as c lear ly these mid -s i;.ed age nc ies were un ,1ble 

to compete for majo r accounts beca use th cv lacked J-c-..o urce'> o n ,1 \\ ·orldwJde sc,1l e . 

At the sma ll er end of the sca le, in a hea lth y Darw JnJ an-n·p e process , '1ge n c ie s 

continue to be formed as indi vidual s break aw,n· to SLHt their o\\·n bu s in esses . 

Bu t even here there is inc reas ing a n x ie t v o ve r th e need to ,1l1gn ,,·ith m ,1jor 

internati o na l reso urce in o rd e r ro co mpere for s ignifi c1 nt inrern ,HJonal bu s iness. 

Eve n c rea ti ve hot shops suc h as We ide n & Ke nned y, .VI & C: Sa,nchi ,1JH.I 

Ki rsc henba um & Bond ha ve soug ht inte rn a ti ona l aff ili ,n ion -, w h1 c h w ill gin· 

t hem the g lobal re source th ey need w hil s t the y rc tam their ,HJtonom\· ,1nd 

independence. 

As a res ult the m a r ket sha re of th e b igge r a ge nci es h ,1-.. grow n ,1nd onlY 16 

age nc ies owned by ni ne holdin g compani es ope rate 111 more th ,1n 40 co untri es . 

With th e except io n o f Japan or In d ia , w he re age n c i e~ h ,1\T de\-cloped s trong 

ma rk er shares, the re is a n o li gopo ly of inte rnational ad\·LTtising ,1g L·n c ics c 1pa hle 

of ha ndling multin ational client bu s in ess . Th is i ~ mo-..r clear !,· '>L'l'll w h e n ,1 nujor 

mu ltin atio na l p iece o f bu sin ess is rev iewed- as 111 the c1~e s of :Vbrs and BrJstoi ­

M ye rs, where few conte nde rs could he d eve loped, g 1ve n c li ent conflict po l1 cies. 

At th e o th er end of th e spec trum Coca-Cola e<> ntinu e-.. to s pllllter it s ,1gcnc\· 

ros te r. Us in g ove r 30 age nc 1es, t he c li e nt d evel op" the -.r r ,HL'g' ,111d c,1 1l s o n each 

age ncy to perform th e fu nct io n of a n id ea facto r\·. T h e ro le -.. of -.. t LHcg ic thinking 

and crea ti ve execution a re le ft to t he c li ent . 

In essence big age nc ies ha ve to lea rn to be ha ve IJ!.;c -.. 111 ,111 <>IlL''>, aL·nng more 

responsive ly a nd emph as is in g c rea ti vit y, w hiht >m J II age JlL. IL' ~ han· rod e, c lop 

g rea te r leve ls o f reso urces a nd co -ordi natio n to offLT wor ld ,,·Jdc .h :C L'S'> to c iJcJlt s. 

T he iss ues fac ing the la rge r age nci es a re no d 1ffe renr to rill' I '>'> LIL'~ f.lC 111 g rhL' Jr 

la rge r c li ents as the y in turn tr y to s timulate more '1ggrc~ ~J\ · L· .111d L' JltrcprcnL·uri ,11 

ma nageme nt. 

A further surge of consolidation- new partners for the dance 

In the short te rm th ere m a y we ll he ~ i gn ifi can r ~h 1fh 111 r hL· .lLh c-rtl~ lll g JndtJqn 's 

co mpetiti ve str uctu re . Young & Ruh ica m h a~ rcn· Jn J, ~, >Jcl .1 ~ ~ ~ Jl dJc.l JH 

sha rcho ld 1n g to a West C:oa<;r invcqme nr f1r m. lr w 11l p r"h.1 hl , ()Jl l\ h e· .1hk 

to sec ur e a .)O'X, compo und ra re of rcr urn h,· going t<> rhc· llLn k c· r . 



Uncharactcr isti<.:;tlly, Leo Hurncn h;ts m;tdc sudden management changes 

purported ly because of fin;tnci;tl pressures. True North has res trw.:tured 

to ;tcquirc another network hm following i ts split with Puhlic is, this leaves 

rwo significa nt a~cncics looki ng to bu ild worldwide networks. DMB&B has 

a lso become ThL' Nla..:i'vlan us Group and restr uctured to build another network. 

Bozell is looking to mcrgL· with ano tlw r pa rrncr and Havas Advertising's 

control ling share hokkrs ;trL· l.nll.:crt;tin con..:crn ing the logic of t he link between 

media ownership ;t nd L·omnmn i..:;Hions scn·i..:L'S. hnally, Cordiant has d isbanded 

into t hn:c sL·p;uatc busin~:sscs and r umours abound ahout their independence. 

All in all,'' recipe for sign ificant dt;lngc. 

The right people 

The strength of an y p ro fcssion:1l Sl'rvi .. :c husitH'SS w ill depend on who it rc..::ruits, 

t ra ins and JL·vd o ps. Ma ny pcopk in tlw com munications servi<.::cs industry 

compla in that too few talented yuun~ pt"ople ;tre att racted to the industr}'. 

T h is is not a ttcw compLt inr. D:1Yid Ogilvy. whl'lt he founded Ogil,•y over 40 years 

ago, re m arked how successful h is friend .'vb rvin Bower h<1d heen at McKinsey 

in l·nns is u:nrly ;HtT;lCti ng t hl' ht·st ~·oung first - and second-degree graduates and 

that he and his o..:ompctitors had not bl·cn as SUCCl'Ssfu l. 

T he reason why the communi..:;Hio ns servi~·es industry h<1s found it d ifficult 

w arr rao..: t the hest talent is that it does nor try h;trd enough- certainly not as 

hard as t he lcadin).!; man;tgL'tlll'nt ..:onsuhan..:ies and invt.'stment hankers. Fort)' per 

cent o f many ~raduating classes arc goin~ into these professions (more tha n 50% 

at Ha r vard Bus iness School th is ye;tr). Tht· most senior personnel :IT McKinsey. 

Goldman Sachs and Arrhu r AndN sl·n Mt' intimately involved in the recruitment 

process, w ining ;1nd di ni ng tlw prnspc .. : t ive talent (not surprising when )'Otl think 

t ha t Andersen is having to recru it two Hnoz t\ lkn's every year). In most 

communications scrviL·cs busincsSl'S tht· rt·sp(Htsihility for the recruitment effo rt 

is delegated - str;tngt·. when you ~·onsider th;lt t he biggest investmt·nt mo1de 

hy SlKh firms is in hl.lrlUn c 1pital a nd rlut senior man;1gcmcnr will be intimatdy 

involved in making d eo..:is ions ;\hour <lCljuisi tions ;tnd ..:apital expcnditu rt'. 

~urthcrm(ln·. in managt•mt' ttt L'tl1\Sult<11k 'it·s t he newly recrui ted t<t lenr 

is thrown hc;td first inw the husinl·ss. Br ight. roun~ people who ;tre able to take 

o n t he rl·Spon~ihi l i ty a rt· ~ in·n t hl· ir head. and not forced to l' ndun· length~ 

appren t i..:eshipo,;. All too <lftt·n Sl' tl ior people in C<Hn muniL·,Hions servi..:es 

The communit;Hions Sl'TViCl'S indusrn- h;ts ;I \or ro offer. hrst and foremost 

it is fun- <111 extn: nH'\\ <:'rl j<Jy;thk a nd al!,rec;lhle wa~- of l'<1rning <1 living . 

In addi t ion. ,, Ion~ W i t h th<.· managt•ment ..:onsulun..:y ;md investmt·nt h:1nking 

indu.,.rrie~ it ~>lkrs unp<H<111l'lnl t·, pnsu rl' to a widl' ra nge of indust ries throughout 

thl' w< 1rld. r\t t\w n ·11tn· <lf tn<llt•r ~tr<t tegic ;lnd ~rructur,l l ..:hangl' ;1t tJur ..:lients. Wt' 

"t·t· t hl' impa..:r ol U ll111Wti rin· adil H~ . h s l'x..: ireml'nt li,·s in its v;~r i et~· an,\ ahilin 

to inllul'llO..:<.' ..: li,·nts .IT tlw hi,e.lwst k vds. T lw ..:ha\ k ng<.' is w ~·ommuni..:a tt' this 

t·x .. : i tl·nknt ;lnd v;~ri<.·t~· tn ••rh<.•r, throu,e.h pro,e.ra m~ SliL'h ''~ th<.' \X1P\' Ft'llowships 

Communications services 

Client consolidations 

Bayer 

Colgate 

Reckitt &Colman 

S.C.Johnson 28 

Eastman Kodak 

De Beers 

SmithKiine Beecham 

European business graduates' 
choice of employer 

1 McKinsey & Company 

2 Boston Consulting Group 

3 Andersen Consult ing 

4 Procter & Gamble 

5 Nest16 

6 Unilever 

7 GoldmanSachs 

8J. P.Morgan 

9 Microsoft 

10 Merriii Lynch 

1\1'\' • •h•Up l'l• 2 Q 



Communications services 

Adoption curves for various media 

40 

Years to reach 50m users: 
Radio = 38 
TV = 13 
Cable = 10" 

Internet = 5 • • 

20 _J 
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World 
The new media -will they really 
make a difference? 

Sometimes it is bette r to tra\-cl than to 

arrive. The ea rh· in\·L·s tnl e nts in the so-called 

new inte racti ve m e uia e:-;emplif\' thi s. 

Early initi a l public offerings soa red ro 

s tratos pheri c multipl es of re\-cnues; lo sses 

were va lu ed more highl v th ;ln profits; 

a nd th e n , as th e s upply of issues increased , 

rea lit y set in. Afte r this ininal e uphoria 

it is eas ie r to judge th e potential 1mpact 

of these so -ca ll ed new m edi a. 

Interac ti ve meuia are in rea lit v a s ub ­

se t o f direct m a rk et in g , w hich is 110thing 

new. When David Ogilv\· founded his 

agency, he rea li sed the imporLlllCL' of th e 

development of one-to-one communication 

an d the personalisation of m essages. 

Hence today Ogilvy & Mather Direct is th e leadin g direc t mark e ting brand 

throughout the wor ld. 

You could a rg ue that a pprox im a tel y 80olr, of a ll newspa pe r advertising is 

interactive in so m e res pec t, whether it's di sp lay adve rti sm g with a phon e numbe r 

or coupon, or classified advertising. So no, inte rac ti ve adve rti s ing is not n ew. 

What is new is the techno logy and its power and effec ti ve n ess in reac hing 

consumers in a targeted way. 

Interac tive advertising in 1995 totalled a bo ut $25 million in th e US ;lnd 

probably $50 million wor ldwide. In 1996, it probabl y totalled $300 million 111 

the US and $600 million ac ross th e wor ld. By 2000, acco rdin g ro some for ecasts, 

it mi ght to tal $2 billio n in the US- still sma ll in co ntrast ro $300 hill ion 

of communications serv ices expen diture currently in th e US. There ;H e seve ral 

problems hinde rin g g rowth of the m ed ium. 

First, traditional m ed ia are eva lu ated h y cos t per thou sa nJ. The n ew m edi <l 

are much more effect ive in reac hin g a defined audience. As a res ult, e ffecti ve L-os t 

per tho usa nd will become a muc h more re leva nt m eas ure . 

Secondl y, com muni cat ion s se rv1ces bu s in esse s te nJ to h e run h v late forrv 

or fifty year o lds (like me) w ho, a lthoug h th ey m ay ha ve a we ll d eve l<>pL·d 

understanding of the new tec hnology, are not na turall v <H ea'>e w ith 1t ;lnd 

resist change , part ic ul a rl y if things a re go in g we ll. lr w ill h e the nc xr gcnn;Hion 

of management who really com e to g r1ps w ith 1t a nd w 1rh the opportunities 

it presents ro reac h consum ers direc tl y. (E\ur hear in lllllld, I' m onlv L1lk111g 

about two o r three fiv e-yea r plan s into the fut ure. I 

Fina ll y, most of th e new tec hnologica l thinking orJgl11 <HC'> Ill rh e m cd1a 

departm ents of ad verti s ing age nc1 es, nor 1n th e c rea ti ve d e pa rtlllL' IH~. 



The re is a ii·ead\· s ignifi canr c lutter on the Inte rnet w hich mo re than ri va ls the 

clutte r o n net w ork te le\· is ion. C: lc;uh· th e c re ;Hi ve co mmunity w ill have to 

wres tl e with th e opportuniti es prese nted and o ffe r arres ting so luti o ns to ga in 

consum e r a tte nti o n . 

Conflicting media trends -the need for media power and the 
co-ordination of media and creative 

Eve ry week sees furth er conce ntrat ion o f m edi ;1 ow nership on a g lo bal bas is. 

No t ju s t th e ubiquitou s and s tr;Hegic ;1lh· foc used M r M urdoch, but Disney 

a nd A BC, T im e W;un e r and Turn e r, a nd \XIes tinghou se, C BS a nd Infinit y. 

And no t ju s t 111 th e m a tu re s low g ro w th econ o mi es , bur in the fas ter g rowing 

e m e rg in g m a rk ers, w i rh AzcHrag;1, ivh ri n ho , i'vhl o ne a nd M urdoch, o r 

Hug hes in La tin Am e n c 1. 

As a res ult we arc see in g spe cracubr conce ntra tions o f mo nopo ly media 

po we r. Fo r exa mpl e , in th e US, \XIes ringh o use contro ls c lose ro som e 50% -70% 

o f reg io na l radi o m ;nk ers . Simll ;Hh· 111 rh e Uk , C arlron , G ranada a nd Uni ted 

contro l 70<1,, of ne t work TV saks. \XI hcn thi s in c reas ing contro l is co mbined 

w ith s tro ng economi c co ndition s th e impact o n m edia pric ing ca n be seve re. 

In rh e US a n d rh e U K ove r th e la st two or three yea rs te lev is io n m edi a price 

infl a ti o n h as b ee n doubl e- di g it w hil s t ge ne r;1l p ri ce 111fbtio n has bee n o nl y 

a ro un d J'"Y,.,_ For ad ve rti ser s lik e Proc re r & G ambl e a nd Unil eve r w ho spend 

$3 -4 billion o n ad ve rti s in g a vea r thi s is equi va le nt to los ing $200-300 millio n 

in e ffici e ncy each yea r. C: l1 c nr s would ne,-e r accept o t he r 's upp li ers' exe rting 

simil a r m o no po li s tic 1nflue n ce . If labo ur or ca pital threa tened to inc rease 

the ir rea l pri ce h y 7% or so ea c h vear, th ev wo ul d he shown the doo r. 

Th e d ete riorat ion in e ffect ive ness has bee n he ightened by rh e unce rta inty 

surroundin g rh e qu a lit y of tr aditi o na l m etho ds o f audi ence m easurement and 

th e degrad a tion o f te lev is1on a udi e nces in pa rticul a r hy m ed ia fragm entati o n. 

T he re is a soluti o n ro rh is : rh e con ce ntra tion of m edia buying power to 

counte rba la nce th e se lli ng poin ts - nor necessa ril v in a n antago ni sti c way, 

but by h a rn ess in g th e co ns tructi ve oppo rtuniti es of progra mm ing, sponso rship, 

syndi ca ti o n a nd ba rte r, a nd mo st impo rt;'lnrl y m edia resea rc h. In additi o n , 

th e m edi a o w ne rs th e m se lves a re lo oking for g re;He r g lo bal cove rage a nd a re 

w illin g to t rade-off sha re o r modifv r;Hes in m a ture m a rke ts fo r sha re o r 

en ha nced ra tes in rh e e m e rgin g m a rk ers. C lea rl y rh e ability to explo it these 

o ppo rtuniti es w ill de pe nd o n how e ffec t ive medi a o w ners and age ncies a re in 

deve loping co -orcl1n a red wo rld w 1d e s tructures . lr is mo st li ke ly that M urdoc h 

o r D isney w 11l he a hl e to do so , be in g m o re LT ntra ll y dri ve n a nd entrepreneuri al 

compa ni es. Ti m e Wa rn er ;1 nd T u rner 1s a m o re 1nt ri gu1n g case , whose long- term 

success m ay de pe nd o n th e a hi l1 t y o f o ne fac tio n o r a nother to exe rt contro l. 

G 1ve n rh1 s bac kgro und 1t 1s no r surpri s in g th at 111creased foc us has deve loped 

o n m edi a hu y1n g wi th th l' g rowth of m edi a Indepe nde nts like Cara t a nd CIA, 

o r bu yin g c luh ~ betwee n u> mpcnt in· agt' IK lt'S such as T he ivlt'di a Pa rtnershi p, 

or age ncy g ro up a i!J a n LT~ suL·h as t he u ne betwee n J \XIa lrer T ho mpson Co mpan y 

Communications services 

Growth of interactive 
promotion (Sbn) 

1994 1995 Change 

Premium incentives 20.0 20.8 4.0% 

Point -of-purchase displays 11.1 12.0 8.3% 

Coupons 7.0 7.0 - 0.6% 

Sponsored events 4.3 4.7 10.6% 

Interactive 1.1 1.5 36.8% 

Promot ion agency fees 0.8 1.0 20.0% 

In-store market ing 0.8 1.0 19.4% 

Sampling 0.7 0.8 9.9% 

Other 19.8 21.2 7.2% 

Tota l 65.7 70.0 6.7% 

Suura: w·,·sl Em/ Rcsr.l rch 

Who's on the Web (%) 
Oemographics of tnternet /World Wide Web users 

Age 

• 18 - 24: 18% 

• 25-29: 14% 

• 30-39: 23% 

40-49: 26% 

I 50-64: 14o/o 

I 65+: So/o 

Sex 

1 Male: 59% 

1 Female: 41% 

Education 

e High school or 
less: 27% 

e Some co llege: 32% 

1 College grad: 23% 

• Post grad: 18% 

Income 

e No response: 7% 

• Below $15,000: 12% 

• $15,001-S25.000o 6% 

• S25.001-S35.000o 12% 

S35,001 -S50.000o 21% 

• S50.001-S75.000o 20% 

t 575.001 nnd over: 22% 



Communications services 

Estimated Web use rs vs 
advertising revenue 1995-2ooo· 
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Ad revenue @ 59/user 

a Ad revenue @ $50/user 

• Ad revenue @ 525/user 

Web Internet users 
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Top five market research 
firms worldwide 
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Rank/Group Brands 
Revenues (Sm) 

1 D&B M;:trkctmg A C N1clscn 
lnformutmn Cogntzant 

2 Kan tar Reocarch International 

1,286 

1,102 

2.388 

233 
M1llward Brown lntcrnaltonal 137 
MRB Group 63 

433 

3 IAI 
400 

4 G fK 
311 

5 So fres 
252 

32 \\ JlJ • ( "' 1!1(1 pit 

and Ogilvy & Mather Worldwide . Howen:r, some of thi~ pre<>c.·c.·tq> ;H ion with 

media pricing may be driven too much h:· ~ horr-rerm co~r Ulll-.c.·iou sne-.s. 

Media fragmentation in te lev is ion, newspaper!->, !ll ;1ga z ine~ and r;1dio i-. inc.·reasing 

significantly. As a resu lt creative m essages ha\·e ro he c;1rL·fu l h · cr;lfrnl ;Jcross 

a multiplicity of m edia outlets. The need for co-ordin;Hion het\\ 'L'L' Il rhe c.TL' ;Hive 

and media functions will there fore i ncrca ~e and rhc dc111 ;1 nd for inrcgr;Hed 

approaches intensify. No t an easy si tu a tion to m a n;1ge. 

Market research and corporate identity go global 

All of us look for, or worry about quantum shifr s in our hu~incs~cs. If we 

examine the commun ications se rvices industry, proha h l\· rhe single higgesr 

change in the industry is th e globa lisarion of marker resc;Hch .. -\" ;J rcsulr rhc 

industry has grown rapidl y, in th e clouhle-dlgit range, L'\ell during rhe rL'L·ession 

of the ea rl y 1990s. Kantar, WPP's internal m arke r IT!->carch p~Hc.'IH c.·ompany, 

has grown its relationships with most of it s rop 10 c l1 ents from one or rwo 

countries two or three yea rs ago ro 30 or 40 counrrie~ no\\ '. 

There ma y be a number of reasons for rhis. All cliL'IH!-> in rhe 1r qucsr fo r 

growth are expanding their bu s inesses geogra phica l!:· and looking fo r common 

languages to compare and contrast expe rience. Effecti\TI\· thL·\· ;HL' looking 

for economies of knowledge or lea rning across geogr;1ph 1cal hoLII1Lhrics . 

As competition inten sifi es and diffe rentiation of product-. ~1nd scn·ic.·L·s hL·comes 

even more difficult, intuitive dec is ion making in ru rn becomes more u>mp l iL·~Hcd 

and dec ision makers seek more dara. Even rh e mo~r e1Hrcprcncuri ;1l ;He thinking 

rhis way. Finally, as cost pressures ha ve Inte ns ifi ed , man\· c.·o mp~1nies ha\·e 

radically reduced or re s tructured th e ir inter na l marker resc ~Hch deparrmenrs 

and out-sourced rhi s capabi lit y. (Thi s m ay nor he in clienr~· hcsr inrcrcsrs, 

as in the pursuit of headcount reduct ion rhe y mav he Jetti so ning ~~ c.·orc 

competence o r a competence th at could g ive rhcm a compcriti\·c adLJnt ;1gc. ) 

In the next few years th e market research inclusrn· ha-. a numhcr of significant 

opportunities fo r even g rea te r g rowth. To dare, man)· ~enior m ;l!Llgers feel rh ;H 

resea rch res ults and data are ga th e red roo s low !:· ;1nd a rc roo comp lic;Hcd-

often results are ava il able onl y a fter rh e problem ir self ha~ c.·h ;Jnged. The new 

technologies and media w ill enab le fa s ter sample re~pon~e~ , and ~~~ ;1 result, rhc 

comm erci a l usefu ln ess a nd effec ti ve ness of rhe dara Will i ncre;1-.e ~ ign i fic.·;lnr l 1'. 

As direct ma rk eti ng g rows in import a nce , d a raha ~e man;1gei11L' IH a nd 111111ing 

wil l becom e more importan t a nd rh e houndari c~ lwrwcc n d1re<..'t llLlrknlll g ;Jnd 

ma rk er researc h will becom e blurred. Th e rwo indu~rric~ will lll LTgl'. 

Marker re sea rc h will have ro move up rhe value c.·h ;llll ;lnd inro rhe L·hicf 

exec utive's office w irh th e d eve lopm e nt of high e r \';11U l' adlled produc.· r~. 

An exa mpl e of thi s wo uld be Millwa rd Krown·~ Hrc~nd I )\'11<11111<:; \\ ·hic.·h 111 e.1surcs 

brand va lue and th e 1111pacr of cha nges in rhe pcrn·prion of ;1 hr ;lnd in ilLHkL·r 

sha re and vo lum e a nd he nce dollar~ a nd cenr~. 

Fina lly, as med ia bu ying and ~e ll ing poillt '> g row 111 "/l' rhLTL' \\ ·ill hL· .1 llLJjor 

opportunity to d eve lop proprieta ry medi <l r e ~earc h produd~. l ' llL'~ L· \\ ·, 11 hL· liSL'd 

to ana lyse rh e inc reas ing ly compl ex qu c~ ri"n~ "f llll'LII .l ~L· kL· t,<>fl. 



A simil ar ch;lnge seem~ to he l' ngul t in g the L'<>rpo r;Hl' identin· business. 

As co mpa nies e:-; p a nd geogr;1phiL·,1Ih· thl'\ seck the deYt·lopmenr of commo n 

iden titi es . r\s , , ·orld,,·ide IlllTgn~ ;1nd .1L· qui ~ ition s ro1h· pbce. clicnrs seck ro 

m ax imi se inte rna l opporrunitil·~ for gro,,·t h h,· d e\·L· Iop ing common identiti es and 

buil di ng common ;l ppro ;1c h e~ . ,\ ~ di ttcrenti ;Hion ;H th e product or se rvice leve l 

beco m es more difficult, corpor;ne hr;1nds , ,·ill heco m e more and mo re impo rta nt 

to co nsum e rs . The,· ,,·il l Jn <.: r l''1~ J J1gl, · hu,· bra nd s. o r hr,111d s produced by 

companies ,,·hich th e,· tru~r. I kne e corpoLHl' hr ;1nds hL·comc more impo rtant. 

WPP's res pon se to th is i~ th e crc ;Hion of thl· g loh ,11 Enterprise IdcnritY G ro up 

whi c h unites fi,T co rporatl' identit\· un1h in s ,1 n Fr;1nCJSL'<>. Ne\\· Yo rk , Lo ndon , 

H o ng Kong a nd T1 ipe i. 

Partnership 
Moving up the va lue chain 

Unfortunately, as ;1 r c~ u l t of co rnpl·titi,·e prl·ss urcs. the communications se rvices 

indu str y is b ecomin g more and Ill<ll'l' l':-;ecution ;11 - l"ll shed dm,·n the va lue chain . 

C reat ive hip-s hootin g to ~o h · e m ;Hkl·ting pro h kms h;ls hccoml' mo re im porta nt 

th a n s trateg ic brand de\TiopnlL'nt. 

At th e sa m e tim e, man age m en t cons ul tancies see m to h;l\T ex haus ted th eir 

oppo rtuniti c~ on th e co~t s id e of the ir c lrenrs' bu s inesses- in bu siness process 

re-e ng in ee ring, dcbH·rin g. o ut -sourcrng ;1 nd a ll the other huzz-wo rd d ri ven a reas­

a nd a rc now sta rring to e:-;;lmin e the reYe nUl' s id e. Realising that a ll business 

strategy is m a rk etin g s trategy·. srouting \\ 'ith the consum er ;1nd wo rkin g backwa rds, 

they have begun to target the ;Hcl s of hr;1nd ­

buildin g a nd the more 'touclw-fceh·' ;He;1 S 

of m a rk et ing. In a ddition, theY ;He Sl'l'king 

to advi se c li e nt s on t he a pproprr ;He ~ i/. L' 

a nd di spos ition of th e ir nl ;Hk e ting hudgct~. 

T hi s re prese nt-. a rea l opporrunin· for 

communi ca tion !'. -.e n• icc~ hu ~i ne ~~c~ to mo\·L· 

up th e va lu e c ha in c1nd d c\T iop l'\ 'l'n st ronger 

s tr a teg ic relation~hip~ . Thi ~ ca n hl· don e 

hy deve loping the qrcHL·gic C;1p;lhilrties 

th a t ex ist a t th e p cuc rH o r o pe rat in g e<llnpa n \· 

leve l a nd rcc r u irrn g addirron ;11 qr;neg rc 

market in g t a lent. C )r it c ;1n lw ;lc hr e\Td 

by acq ui ~i tion, al thou gh the prl' Cl' dcnt~ .1re 

not part ic ul a r!,· ;H"pi c i o u ~. C )r ir l·<n rld 

be ac hrc vcd J-,, · jornr ,·erH urc or ~tr ;Hl·gil· 

a lli a nce w ith '>LI IL1hk C <lll~lllnn g l"·nrnn~ 

w ho ofte n '>l'l'll1 to h L·k .1 ft llld .1rllt' 11L11 

a pprccr a tion a nd tlll lkr ~r.lndrng "f thl· 

more rnra ng1hk rn :nk,·r 111g . nr~ . 

Communications services 

Top global ident ity f irms 

Worldwide Worldwide 

Rank/Group fe e income staff 

1 Enterprise Identity Group £6~m 355 

2 Landor Associates £41m 465 

3 RPA £28m 140 

4 Cambridge Consultants £27m 615 

5 lnterbrand £24m 356 

6 Siegel & Gale £20m 187 

7 Fitch £17m 300 

8 Imaginat ion £16m 219 

9 Havas Group £15m 161 

(inc Conran Design Group) 

10 Minate Tattersfi eld £12m 175 

.\ n :my: 0 r fiJ!I1 \rt•t•k 
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UK advertising vs GDP 
{constant 1990 prices) 
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US network television advertising 
spending and nominal GDP growth 
1991-2000 
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Profit 
How we are paid 

Fee-based remunera ti o n has ce rt a in!>· Increased o \·L-r rhe h -. r Ill H ';H s . In rhc c a se 

of WPP it a m o unts to a bo ut 30 'X, of a d\T rti s in g in com e, a nd a lmost all of our 

info rmatio n and consultanc y, publi c re lation s a nd puhi1 L· a tf;1ir s and s peci a li s t 

co mmuni cati o ns inco m e. As we a re in th e hu s1ness o f seJJ,n g and m ;1n ;1g ing rim e 

thi s is appropriate. 

H oweve r, ove r the pas t few yea rs th e re h ave h ee n m a jor re -n egot! ;Hion s w ith 

man y la rge adve rti s ing c li e nt s suc h as Krafr Food s, N e s rk and UnilcnT \\'hich 

have re ta ined th e co mmi ss ion sys te m a nd res ulted in ge n e ral k \·e ls of commi ss io n 

of 13% on gross (ove r 15% o n ne t ) w irh m edi a hu\·in g ac coun t ing for 1.5'X, 

to 2% . Success commi ss io ns a re ad ded res ultin g in a rena l o f ;1s much a s 17'X, 

of g ro ss, whi ch are based o n th e ac hi eve m e nt of cli e nt profitabilit y, marker s hare 

o r sales ta rgets. These remun era tion s rrucru res prohahh· r L·fkc r cli e nt 

apprec ia ti o n o f the difficulti es o f differe nti a tin g th e i r produ c t s a nd rh e re lati ve 

sca rc it y of m a jo r multina ti o na l age n c ies . 

This a lso seem s to have led to a g ra du a l we ak e n1n g 111 rhe attitud e of cli e nt s 

to conflict. Thi s is pa rt ic ul a rl y so as c li e nt s w res tl e \\' ith gloh;1] g row rh, m e rge r s, 

acqui sitions and jo int ve ntures . Both .\li a r s a nd Procrer & (; ;1mhk, for c x ;1mpl e , 

have modifi ed hith erto ri g id a pproac hes. 

The message from the world's biggest advertiser 

As th e wo rld 's bi gges t adver ti se r, it is inte res tin g to ex;1mine how Procrcr 

& Ga mbl e is behav ing . A cou p le of yea rs ago- you w ill proh;1hl\· r e m e mber 

rumo urs c irculated th a t Procte r was po 1sed to clras ti L·a ll v r e du ce 1ts ;1dve rrising 

expenditure. Thi s has n ' t ha p pened. lr might he in s rrudi \T m se L' v.- lw. 

In th e hi gh in fla ti o n 19il0s ir was rc la ri vc ly C;1sv ro p ;1 ~'> o n -. uhs ra nti ;1] pnce 

increases to rh e consum e r w ho was recei vin g suh sL1n t i;11 in L. l'L';1,.,L'S 111 money 

wages. At th e sa m e tim e reta il e r s' ow n s to re o r pri\·;HL' hhc l hr ;1nd s prov id e d 

relati ve ly low qu alit y a lte rna ti ves. M a nufact u re r s al ~o ~ ought g re a ter k\'L'L1 g c 

by ex tending or s rretc h1n g the ir hra nd ~ t hro ug h l111 e L'Xte n ,., io n ,., or ll L'\·V 

product i nrrod uction s. 

In th e lower-infl a ti o n , m o re s ra hl e -g row rh , hi g he r - tll1 L'lllJ'I"\.lll e lH Jl)90s , 

thi s strategy no lon ge r wo rk s. T he con ~um e r i~ wo rrlL'd ;1hour UllL' lllPio\'lncnr 

a nd is un w illin g to pay a s ig nifi ca nt prem 1um (w hi L·h L·;1 11 h e . 1 ~ h1 g h ;1S .') () ";., ) 

fo r branded goods. Ret a il e rs have introdu ced h1gh e r qu ;1l1n· <I W11 -L1ht· l 

merchandi se o fte n a t d iffe re nt p r ice p < Hnr ~ . In th e l a~ r L' Ulll < H l ll~- ~· \ L· k rt' L1ikrs 

have establi shed t he ir ow n produ c t ~ a~ hr ;1 n d~ 11 1 rh L· 1r <I\\ ' 11 r1 g h r. r\ r thL· sa m e 

t ime manu fac t ure rs have s ta rred ro q ue..r ion t he v,· , ~ d o m <>t' purtll 1).!. mort' ;1nd 

more money into t rade pro m ot ion to ~t·c u!T d"tr! h ll tl<> ll. \\ h l' n .1 ll rh, .., do t's 

is ensure pri ce lo ya lty- rhe co n ~umu· w;11 r~ ic1 r rh c pr<> tlu ~ r tc 1 ~0 111 ~ · <HI o ffe r 

a nd then r et rea t~ to oth e r hran d ~ w he n 11 ~· , I llll' ~ '1ft', 1tkr. 



As a resu lt , manufacrurl'r s li kL· Proctl'r ha\"C L·h;111t?.cd their s trateg ies. First, they 

have reduced their prices ro hl'comc more compcriti\T with retail er brands 

thro ugh programmes such as Procrn·s C\"LTY d :1\· low pricing. Secondly, they 

have funded these price rl'ductions lw reducing trade promo ti o n a nd by reducing 

the number of lin es and concL·nrraring on their lcadint?. brands. Finally, media 

adve rti sing ha s b een focused on kc\· brands and cxendirure has been increased 

sharply. In Procrer 's G1SL' for exa mple. in 199() , mcdi ;1 expenditure on its top 

seve n brand s in th e United St;HL'S incrc;1 sed h\· 16.3'X, while its ove rall advertising 

expenditure increased lw 5.5' X,- as \·<nl can sec. incrc;1sed focus on the market 

leaders. At the same rime pri cc- pronwtion ;1 l couponint?. acti\·ity has been reduced. 

A ll thi s has resulted in ;1 rL'\"LTs ;li in rL·cenr n ·;us of rhe increasing share 

of promotiona l spending in m ·cr;111 m ;ukcting budgets . In ;1ddirio n pri\·a te label 

or store bra nd shares of m ;Hkl't ha\·c ropped our. and m ed ia advertising is 

increas ing. In turn rh is see m s ro suggest ;1 resurgence in the importance of brand 

building and m edia advertising. 1-1<>\\T\"L'r, th e problem remains of how to so rt 

o ut how much of thi s is secula r rarhn than c\·cliL·al. 1996 S;1w a continuation 

of the same beha viour vvc s;1\\. in 1995. If thL·rL' is a cn:lical downtu rn it wi ll be 

inte res ting ro se e if th e new ;1ppro;1c h wi ll he mainL1ined. • 

Communications services 
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Board of Directors 

Hamlsh Maxwell Age 70 
Chairman (non-executive) 
Hamish Maxwell became chairman 
of WPP in October 1996, after 
joining tbe Board in July 1996. 
Previously be had an international 
marketing and management career 
with Philip Morris Companies Inc, 
serving as chairman and chief 
executive from 1984 to 1991. 
He represents successful experience 
in marketing, finance and the media. 
Under his leadership, Philip Morris 
underwent fundamental change 
involving some of the largest t ake­
overs the consumer goods industry 
has known: General Foods in 1985, 
Kraft in 1988 and jacobs-Suchard 
in 1990. He is also a non-executive 
director of Bankers Trust, News 
Corporation and Sola International. 

Martin Sorrel! Age 52 
Group chief executive 
Martin Sorrel! jo ined WPP in 1986 
as a director, becoming Group chief 
executiv~ in the sam~ y~ar. 

H~ is also a non-~xecutive director 
of Storehouse plc. 
e-mail: msorrell@wpp.com 

Paul Richardhn Age 39 
Group finance director 

P.au\ Richardson became Group 
fmance director of WPP in December 
1996 after four years with the 
Company as director of treasury. 
He is responsible for the Group's 
worldwide finance function, 
including external reporting, 

Brian Brooks Age 41 
Group director of human resources 
Brian Brooks joined WPP in 
September 1992. He is respo nsible 
for co-ordinating the recruitment 
and development of senio r talent 
throughout the Group, as well 
as career and succession planning 
for key people. He manages rota! 
remuneration programs and ail WP~ 
stock ownership plans, in partnership 
with each WPP company. Previously 
he was a partner in Towers Perrin 
in New York and London. 
e-mail: bbrooks@wpp.com 

Eric Sa1ama Age 36 

Group director of strategy 
Eric Salama joined the parent 
company of WFP in 1994 and 
the Board in July 1996. H e is 
responsible for developing and 
implementing the Group's strategy 
including practice development 
of integrated teams for clients, . 
management training and the creauon 
of new opportunities in media, 
interactivity and internal marketing. 
Previously he was joint managing 
director of The Henley Centre, 
a WPP company. 
e-mail: esalama@wpp.com 

Gordon Sampson Age 73 

Chief executive, manufacturing 
Cordon Sampson founded the original 
W ire and Plastic Products company 

~:!:~!e7:~:~~:~.r~~ !:~tn~0;hief 
taxation, procurement, property, 
t reasury and internal audit. Previously 
he spent six years with the central 
team of Hanson plc financing major 
acquisitions and disposals. 

executive of the manufacturing 
company and, since 1989, has been 
deputy chairman of WPP. 

.John Quelch Age 45 
Non-executive director 
John Que\ch was appointed a d irector 
in 1987. He is the Sebastian S. Kresge 
Professor of Marketing at Harvard 
University Graduate School of 
Business Administ ration. A prolific 
writer on marketing and public policy 
issues, he is the author of 12 books 

He is a chartered accountant 
and member of the Association 
of Corporate Treasurers. 
e-mail: prichardson@wpp.com 

on marketing management. 
He is also a non-executive director 
of US Office Products Company. 

JeremY Bull more Age 67 
Non-executive d irector 
Jc remy Uullmorc wns appointed 
a d irector in 1 'JH H ;tftt:r 33 years at 
J. Walrc:r Thompson, London, 
the la s t 11 n s chairman~ ~e was 
chairm a n of th e Advcrnsmg 
Association from J9H I ro 1987 _and 
has written a n d h:crun.:d _c~renstVely 
o n marketing <ln d advc:rtlSlll~-
He is also a non-executive director 
of the Guardian Mcdin G roup plc. 

John Jacks on Age 67 
Non-executive d irector 
Jo h n Jackso n was appointed a . 
d irec tor in September ]993. H e IS d 
chairman of Lad broke <?roup plc ~n 
a number o f other puhh_c compames. 
H e is a lso rhe non-solicttor 
ch airm an o f Mishcon de Reya. 
He has extens ive experience of a. 
broad range o f businesses~ includmg 
television broadcasting, hl~h. 
tech nology industries, retadmg, 
publ ishing, prin ting, biotec~nology, 
electronics a nd pharmaceuncals. 

S i r Paul Judge Age 48 
Non-executive director 
Sir Paul Judge was appointed a 
director in 199 1. H e spent 12_ years 
w ith Cadbury Schw~ppes, ulnma~ely 
a s group p lanning director, befor 
leading a m anagement buy-out 
in 1985 to form Prem ie r Brands. 
H e is a benefactor of rhe Judg: 
Institute of Management Stu dies 
at Cambridge University. 

Stanle y Morten Age 53 
Non-executive d ire ctor 
Sran ley Marten was ap~ointed . 
a d irec tor in 199 1. He IS the chief 
operating officer of Punk, Z iegel 
& Company, a N ew York-~ased 
investmen t banking firm w 1th 
a focus o n selected eme rging g rowth 
sectors in the hea lthcare and 
technology industries. He previou_sly 
was managing director of rhc equity 
division of Wertheim Schroder & 
Co., Inc. in N ew York. 



Parent company senior executives 

Company secretarial and legal 

M W Capes (Company secretary) 
D FCalow 

Specialist communications services 

J F Zweig 
ME Howe 
S Sampson 
K Herrick 

Group strategy and practice development 
M CScott 

Communications and investor relations 
F McEwan 
A H N Hall 

Financial control and 

management reporting 

D Barker 
jDrefs 
W F Hickson 
N P Douglas 

Internal audit 

NE Read 
LA Mellman 

International tax 

D M Roberts 
TO Neuman 

M L Rocker 

International treasury 
R Meehan 
S M Howard 

Human resources 

A R jack son 

Property 

A M Burkirt 
j Murphy 

Procurement 
PE Williams 

Information technology 

D MacBlane 
DA S Nicoll 
L H Baxrer 

Senior WPP executives and advisers to the Board 

Merchant bankers 

Goldman Sachs International Ltd 

Peterborough Court 
133 Fleet Street 
London 
EC4A 2BB 

HSBC Samuel Montagu 

10 Lower Thames Street 
London 
EC3R 6AE 

Wasserstein Perella & Co., Inc. 

27th Floor 
31 West 52 Street 
New York 
NY 10019 

Legal advisers 

Alien & Overy 

One New Change 
London 
EC4M 9QQ 

Davis & Gilbert 

1740 Broadway 
New York 
NY 10019 

Edge & Ellison 
18/19 Southampton Place 
London 
WC1A2Aj 

MacFarlanes 

10 Norwich Street 
London 
EC4A 1BD 

Stockbrokers 
Panmure Gordon & Co. Ltd 
New Broad Street House 
35 New Broad Street 
London 
EC2M lNH 

Merrill Lyncn International 

Corporate Braking 

20 Farringdon Road 
London 
EC1M3NH 

Auditors and accountancy advisers 

Arthur Andersen 

1 Surrey Street 
London 
WC2R2PS 

Coopers & Lybrand 

32 rue Guersant 

75833 Paris Cedex 
France 

Price Waterhouse 

Southwark Towers 
32 London Bridge Street 
London 
SE19SY 

Executive remuneration consultants 

New Bridge street Consultants 

20 Little Britain 
London 
EC1A 7DH 

Towers Perrin 
335 Madison Avenue 
New York 
NY 10017-4605 

Property advisers 
James Andrew International 
72175 Marylebone High Street 

London 
W1M3AR 

Knight Frank 

Kings House 
36 King Street 
London 
EC2V8QQ 
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Directors' responsibilities 

Corporate govemance 

During 1996, the Company has continued tO adhere to all 

the recommendations contained in the Cadbury 

Committee's Code of Best Practice. The Auditors' report 

on this statement appears on page 62. 

Directors' operational role and responsibilities 

The Board of Directors is responsible for approving 
Group policy and strategy, meeting at regular intervals 

to discuss these matters and to review the Group's 

financial and operational performance. Responsibility 

for the development and implementation of Group policy 

and strategy, and for day-to-day management issues 

is delegated by the full Board to the executive directors. 

Non-executive directors of the Company are drawn 

from a diverse range of backgrounds in order to provide 

a wide range of views in respect of the business, financial 

and strategic activities of the Group. Although certain 

non-executive directors hold shares in the Company in 

order to enhance their independence they currently do not 

participate in the Company's share option schemes. They 
take an active role on Board committees, which include: 

Audit committee 

The Audit committee meets at least three times a year 
to monitor accounting issues, the Group's internal 

control systems and audit-related matters. The committee 

comprises the following non-executive directors: 

Messrs J A Quelch (chairman), J J D Bullmore, 
S W Marten and Sir Paul Judge. 

Compensation committee 

The Compensation committee, whose report is set out 

on pages 47 to 55, reviews the remuneration and terms 

of employment of executive directors and senior executives 
of the Company, and directors and senior executives 

in operating companies. The committee comprises the 

following non-executive directors: Messrs SW Marten 

(chairman), H Max.well, Sir Paul judge and J A Quekh. 

Nomination committee 

The Nomination committee considers appointments 

to the Board of Directors and makes recommendations 

in this respect tO the Board. The committee comprises 

the following directors: Messrs H Maxwell (chairman ), 

8 J Brooks, SW Marten, M S Sorrell and Sir Paul judge. 
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Internal financial controls 
The Board of Directors ha s overall responsibility for the 

system of internal financial control thro ug hout the Group. 

In the context of the size anJ complexi ty of this system, 

it can only provide reasonable hut not absolute assurance 

against material misstatement or loss . 
The key elemen ts of the sys tem of inrernnl financial 

control are set out below: 

Financial reporting 
The Group has a comprehens ive system for reporting 

financial results to the Board. Each opernting unit updates 

a three-year strategic plan annually which inco rporates 

financial objectives. These are reviewed hy the Group's 
management and are agreed w ith the chief executive of 

each operating unit. In addition, towards th e end of each 

financial year, operating units prepare derailed budgets 

for the following yea r. The G roup's budget is reviewed by 

the Board before being adopted fo rmall y. Operating units' 

results are reported monthly and compared to budget and 

prior year, with full-year forecasts prepared quarterly 

throughout the year. The Company rcporrs to share 

owners four times a year. 

Quality and integrity of personnel 

Quality and integ rity of personnel is regarded as vital 

to the maintenance of the Group's system of internal 

financial control. Guidance on identified ke y policies 

is provided in the WPP Policy Book, whi ch includes 

a Code of Business Conduct setting out rhe principal 

obligations of directors and employees. 

Operating unit controls 
Procedures have been developed wherehy each operating 

unit completes a Se lf-Certification Questionnaire 

con firming compliance with key financial controls and 

procedures. These questionnaires are reviewed by the 

internal auditors and the resu lts reported to the Audit 

committee. 



Review of k ey risk areas 

The Company assesses the risks facing the business 

o n an ongoing basis and has identified a number of key 

areas which a re subject to regu lar repor ti ng ro the Board. 

These include such areas as ope rationa l performance, 

treasury matters (inc luding management of working 

capital), compensation of key execu t ives, capital 

expenditure and lega l matters. 

Monitoring of the system of internal financial control 

Monitoring the effe<.:ti veness of the sys tem of interna l 

fin anc ial contro l is undertaken on an o ngoing basis by 

the Aud it com m i tr ee, which receives regular reports 

from the director of interna l aud it and, where re levan t , 

from exte rn a l aud itors. 

Going concern 

After rev iewing th e J 997 three-yea r plan and budget, 

the directors be li eve that the Group and Company have 

adequate resources for the foreseeable future. For this 

reason, they continue to adopt the go ing concern basis 

in preparing the financial statements. 

Directors' responsibilities 

Responsibilities in respect of the preparation 
of financial statements 

The directo rs are required by company law to prepare 

financial statements which give a true and fair view of the 

state of affairs of the Company and Group at the end of 

each financial year and of the profit or loss of the Group 

for that year. The financial statements must be prepared 

in compliance with the required formats and disclosures 

of the Companies Act 1985 and with applicable 

accounting standards. In addition , the directors are 

required to: 

• select suitable accounting policies and apply them 

consistently; 

• make judgements and estimates that are reasonable 

and prudent; 

• state whether applicable accounting standards have 

been followed, subject to any material departure 

disclosed and explained in the financial statements; 

and 

• prepare the financia l statements on a going concern 

basis unless it is inappropriate to presume that the 

Group will continue in business for the foreseeable 

future . 

The di rec tors confirm that the financial statements 

comply with the above requirements. The directors are 

also responsible for maintaining adequate accounting 

records to enable them to ensure char rhe finan cial 

statements comply with the requirements of the 

Companies Act 1985, for safeguarding the assets of the 

Group, and therefore for taking reasonable steps for the 

prevention and detection of fraud and other irregularities. 
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Directors' remuneration and interests 

Directors' remuneration 

The compensation of all executive directors is determined by the Compensation commirtee of the Board . 

('the Compensation committee') which is comprised who lly of non-executive d irectors. The Compensation commtrtee 

is advised by independent executive remuneration consultants. 
The compensation of the Chairman and other non-executive di rectors is determined by the Board, which is simi larly 

advised by independent executive remuneration consultants. 
The components of executive directors' remuneration and the basis on wh ich these are estab lished are described 

in the Report of the Compensation committee on pages 47 to 55. 

Remuneration of the directors was as follows: 

L ong- term Pension 
Short-tenn incentive p lans m contr ibut ions 

incentive 1995 1996 1995 
1996 1995 1996 Salary Other plans(annual Total Total Total 

Total Total ancl faas benef its bonus)l ' l Total 
£000 £000 £000 Chairman Location £000 £000 £000 

£000 £000 £000 

HMaxwellt31 UK/USA 
(appolrrted10ctober1996) 25 25 

GKGStevens UK 
(retlreci30Saptember1996) 131 131 175 

ExecutiYa dlrecton: 

MSSorrell fll UK/USA 734 21 734 1,489 1,452 982 111 877 318 

BJBrooks USA 160 88 250 239 18318) 900 18 

PWGR.ichardsonr.il UK 
(appointed 5 December 1996) 15 24 115 (111 11"1 

ERSalamalBI UK 
(appolrrted15July1996) 50 30 86 

5111) 

R E Lcrwill UK 
{resigned 5 December 1996) 217 99 316 357 1,483 110) 221 80 

GCSampson UK 68 73 73 

Non·executiYa dlrecton: 

JJDBullmorc i•ZI UK 73 17 90 92 
JBHJackson UK 20 20 20 
Sir Paul judge UK 20 20 20 

SWMortcn USA 22 22 22 

jAQuelch1•21 USA 98 24 122 77 

Total remuneration 1,633 176 859 2,668 2,527 2,763 1,998 422 

1 Amounts incll.lded In short-term lncantlve plans represent bonuses In respect of 1996 performance, paid in 1997 
2 Amounts incll.lded In long-term Incentive plans represent awards paid under the performance share plan. detai ls of which are referred to on paga 49 
and the difference between the market value and the eKerclse price of share options eKercised during tha year. In the case of Mr M S Sorrell, the 
performance requirements were satisfied on 11 September 1996 in respect of the first tranche of the Capital Investment Plan (see page 51). The value 
of this tranche on that day was £2.7 million (228.5p per share). This amount Is not included In the above table as the ultimate value will depend on 
the share price In September 1999 and beyond. 

3 Appointed a non-executive director on 15 July 1996. From date of appointment as Chairman (1 October 1996). the annual fae is £100.000. 

318 

17 

85 

420 

4 The amount of salary and tees comprlsas the fees payable under the UK Agreement with JMS Financial Services Limited ('J MS') and the _salary payable 
under the US Agreement referred to on page 51 . tn 1996, as in previous years. JMS discharged all relevant UK national insurance costs attrobutable to the 
provision of the services of Mr Sorrel! under the UK Agreement. The salary and pension contribution payabla under the US Agreement has been converted 
ioto£sterllngat$1.5616to£1. 

5 From date of appointment: the annual sa!ary is £180,000 and the annual bonus for the year under review was £79.000. 
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Directors' remuneration and interests 

Notes coot inued 
6 From date of appointment : the annual salary is £110,000 and the annual bon<Js tor thuyear under review was £66,000. 
7 This performance share plan award was liSed to acquire 386,420 shares from a WPP Group plc Employee Share Ownership Trust ('ESOP1 at a price 
of 2:>4p per share (1995: 535,053 shares at 164p per share). 
8 This performance share plan award was satisfied 75% in cash. and 25% by 18,000 ordinary shares from an ESOP at a price of 254p per share. 

The 1995 figure includes a gain of £736.000 on the eJCercise of share options. and an award which was satisfied 50% in cash, and 50% by49,858 ordinary 
shares from an ESOP at a price ol164p per share. 
9 This perfO<lllance share plan award was satisfied 45% in cash, aod 55% by 25,000 ordinary shales from ao ESOP at a price of 254p per share. 
tO Gain on share option exercise in August 1996. 

11 Company pension contributions since date of appointment as directors. 
12 Messrs Bullmore and Quelch have consulting arrangements with the Company in addition to their respective fees as non-executive directors. 

Share options 

Outstanding options g ranted to the directors are as follows: 

E~terclsed E~tercised At31 Dei:: 
Granted/ """ ,,.. .... Market 

All Jan (lapsed) realised retained 2May Elcerclse price per 
1996 " 1996' 199&· 1996· 1997 Exercise dates - "''"" ,., on date of 

Number Number Number Commencement Expiry .... ~ exercise 

229,331 229,331 Sep 1996 Sep 2003 102.0p o/a 
180,717 180,717 Sap 1997 Sep2004 119.0p o/a 
68,967 68,967 Oec 1998 Dec 2005 158.0p o/a 

B J Brooks 

58,674 (58,674) Apr1989 Apr 1996 307.0p o/a 
16,548 (16.548) Apr1990 Apr1997 647.0p o/a 
11,632 (11,632) Sep1990 Sap 1997 589.0p o/a 
58,777 (58,777) Sep1991 Sap 1998 429.0p o/a 

535,162 (535,162) Apr 1996 A+K2003 52.5p 225.5p 

321,981 (321,981) May1996 May2000 52.5p 225.5p 

195,652 (195,652) Apr 1997 Apr2004 115.0p o/a 

166,667 (166,667) Apr1998 Apr 2005 108.0P o/a 

41,667 (41,667) Apr 1998 Apr2002 108.0p o/a 

R Elerwill 

PWGRichardson 100,000 100,000 Jan 1996 Jan 2000 40.0p "'' 
102,941 102,941 Sap 1996 Sep2003 102.0p o/a 

88,235 88,235 Sep1997 Sep 2004 119.0p ola 

32,468 32,468 Sap 1998 Sep 2005 154.0p ola 

24,497 24,497 Sep 1999 Sep2006 233.5p o/a 

67,227 67,227 Sep 1997 Sep2004 119.0p "'' 
90,909 90,909 Sep 1998 Sep2005 154.0p "'' 

ER Saiama 

G CSampson 4,313 4,313 Apr 1998 Apr2005 108.0p o/a 

190,476 (190,476) Apr1996 Apr 2003 52.5p 209.5p 
M SSorreil _ _ __:.::~::_ _ _ _:_ _ _ _ .:_-'C.:::C::'!.._ _ _ _:__~~~_::_~~-__::=----'-
'Or date of appointment. I! later. 

Share options are granted under the WPP Executive Share Option Scheme or under an ESOP in which directOI'$ and other senior executives participate. 
These options are granted at the market price at the time of grant. 

Phantom options were granted to JMS in relation to 1993 in respect of 2,196.190 ordinary shares at a base price of 52.5p per share, exercisable betweeO 

April 1996 and April 2003 and in relation to 1994 in respect of 577.391 ordinary shares at a base price of f15pper share. exercisable between septembef 
1999 and April 2004. As at 2 May 1997. JMS had exercised 625,000 phantom options In relation to those granted In 1993. which it did on 21 Apri11997 at a 
share price of 247.5p per share, resul1ing in a payment after deduction of the base price of 52.5p per share of £:1,218,750. This leaves 1.571,190 unexercised 
phantom options granted in relation to 1993. 

llle closing share price at 31 December 1996 was 254pand the share price during the year ranged between 157pand 254p 
Share opt ions eKisting prior to 8 April 1993. and their exercise prices, have been adjusted to reflect the impacl of the rights Issue which OCCUI'f1!d 
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Directors' remuneration and interests 

Other long-term incentive plan awards !1l 

Long-term Incentive Plan awards granted to directors are as follows: 

At1 Jan ,,. 
(or date of Granted/ 

appointment, (lapsed) vested At31 Dec Granted Vested At 2May Price per 

if later) 1996 1996 1996 199< 1997 191Jl share on 

Number Number Number Number Performance per iod 

BJBrooks 99,715 (99,715) 1 Jan 93 - 31 Dec 95 164p 

72,000 72,000 (72,000) 1 Jan 94 - 31 Oec 96 254p 

48,869 48,869 48,869 1 Jan 95 - 31 Dec 97 n/a 

73,933 73,933 73,933 1 Jan 96 - 31 Dec 98 n/a 
60,864 60,864 1 Jan 97 - 31 Oec 99 n/a 

RELerwill 134,615 (134,615) 1 Jan 93 - 31 Dec 95 164p 

97,200 (97,200) 1 Jan 94 - 31 Dec 96 n/a 

69,140 (69,140) 1 Jan 95 - 31 Dec 97 n /a 

101,124 {101,124) 1 Jan 96 - 31 Dec 96 n /a 

PW GRicbarrlson 45,370 45,370 (45,370) 1 Jan 94 - 31 Dec 96 254p 

32,265 32,265 32,265 1 Jan 95 - 31 Dec 97 n /a 

42,172 42,172 42,172 1 Jan 96 - 31 Dec 98 n/a 
67,925 67,925 1 Jan 97 - 31 Dec 99 n /a 

E RSalama 17,559 17,559 17,559 1 Jan 95 - 31 Dec 97 n /a 
49,438 49,438 49,438 1 Jan 96 - 31 Dec 98 n /a 

56,604 56,604 1 Jan 97 - 31 Dec 99 n /a 

MSSorrel\131 535,043 (535,043) 1 Jan 93 - 31 Dec 95 164p 
386,420 386,420 (386,420) 1 Jan 94 - 31 Dec 96 254p 

6,445,912 6,445,912 6,445,912 4Sep94 - 4 Sep 99 nta -1 An awards shown on this table, except the 6 ,445,912 shares referred to in note 3, were made under the performance share plan (formerly performance unit 

~~~==c:.~~==r~t ~~ ~=~9~he rehwant per1onnance perkld. 
3 The awards of 535,043 aod 386,420 performance shares represent entitlements to the cash equivalents o f the market value of the equivalent number 

of ~ry sharas at the date of vesting. The 6,445,912 shares repfesent the maximum number of shares, or cash equivalent of shares which could vest , 
assurlllng lhat a~ of the criteria specified were met under the Capita/Investment Plan and the Notional Share Award Plan. Details of these two Plans are set 

out on pagas 5t and 52. A.fr.t such sheres and awards in respect of which the criteria are met, must be retained until September 1999 and consequently their 

:~~~':::::~~~'::~~~r:~::~1~99~he:is~=7~~;:~:!!:nr:;::t=~~;:;:tr=::n~h:~~;~eCna:~:~lrn:~::::. PWn 

:at:,:,:U:: ===~:::::;::~==~~=~~~~;;~e~ ~~~:r1~~:~r:s;::::,~~~C:;h~;~,~:.'~~~ ~~ol~~:,'~sa 
S47,156 (£30,147} 011 behalf of Mr MS Sorrel/ in respect of US withholding tax which remained outstanding at 31 December 1996 and which was repaid on 
16 Apr~ 1997. No lmerest iS payable by Mr So1J911 on thiS amount. 
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D irectors' remuneration and interests and other statutory information 

Dire ctors ' interest s 

Ordi n a ry s h a r es 

Directors' interest in the Company's share capital, all of which were beneficial, were as follows: 

""'~ 
At31 Oec acquired 

At1 Jan Shares acquired Other 1996 1hrough 

1996 through long-term movements (or earlier long-term 

(or data of incentive plan awards 1996 date of Incentive 

appointment, in 1996 purchased/ resignation/ plan awards At2May 

If later) Vested (sold) (sold) retirement) in1997 1997 

BJ Brooks 90,000 49,858 139,858 18,000 157,858 

J J D Bull more 20,065 20,065 20,065 

J BHJackson 12,500 12,500 12,500 

HMa xwell 35,000 35,000 35,000 

SWMorten 20,000 20,000 20,000 

JAQudch 10,000 10,000 10,000 

P W G Richardson 25,000 25,000 

ERSalama 400,715 (102,500) 298,215 298,215 

G CSampson 550,000 550,000 550,000 

MSSorrell 3,286,982 725,519 4,012,501 386,420 4,398,921 

RELerwill 73,738 73,738 "'' 
GKGStevens 18,000 18,000 

Subscription warrants 

In addition to the above, d uring the yea r under review and prior to their lapse on 30 June 1996, subscription warrants 

were held by the fo llowing directors: Mess rs J J D Bullmore 375; RE Lerwill 7,509 and MS Sorrellt16,285. 

Each subscr ipt ion warrant carried the right to subscribe for one ordinary share of the Company on 30 June 1996 

at a subscript ion price of £10.00 per share. 

"'' 
"'' 

Other interest s 

Each of the executive di rectors has a technical interest as an employee and potential beneficiary in one of the Company's 

three ESOPs in shares in the Company held under the relevant ESOP. At 31 December 1996 the Company's ESOPs held 

in to ta l 13,748,628 sha res in the Company (1995: 11,282,693 shares). 
Save as disclosed above and in the Compensation comm ittee report, no director had any interest in any contract 

o f significance with the Group during the year. 

Re-ele ction of d irectors 

Details of the directors who under the Articles of Association of the Company are to retire and who offer themselves 

for re-election are set out in the Notice of Annual General Meeting. 



Other statutory information 

Substantial share ownership 

As at 2 May 1997, the Company has been notified of the 

following interests of 3% or more in the issued ordinary 
share capital of the company: 

% 

Tiger Management LLC 5.01 

Fidelity Investments 3.99 

The disclosed interests of both Tiger Management LLC 

and Fidelity Investments respectively, refer to the 

combined holdings of those entities and to interests 
associated with them. 

The Company has not been notified of any other 
holdings of ordinary share capital of 3% or more. 

Profits and dividends 

The profit on ordinary activities before tax for the year 

was £153.3 million (1995: £113.7 million). The directors 

recommend a final ordinary dividend of 1.144p (net) 

(1995: 0.865p) per share to be paid on 14 July 1997 

to share owners on the register at 13 June 1997 which, 

together with the interim ordinary dividend of 0.556p 

(1995: 0.445p) per share paid on 29 November 1996, 

makes a total of 1.7p (net) for the year (1995: 1.31p). 

The retained profit for the year of £87.6 million is carried 
to reserves. 

Group activities 

The principal activity of the Group continues to be 
the provision of communications services worldwide. 

The Company acts only as a parent company and 
does nor trade. 

Fixed assets 

The consolidated balance sheer includes a conservative 

estimate of certain corporate brand names. Details of this 
and movements in fixed assets are set our in notes 12 13 
and 26. ' 

Share capital 

Details of share capital movements are given in nO[e 23. 

Charitable and political contributions 

The Group contributed £0.3 million m UK c harities 

in 1996 (1995: £0.3 million). No conrri hutions were 

made to political parties. 

Supplier payment policy 

The Company's policy is to settle the terms of 

payment with suppliers when agreeing the terms 

of each transaction, and to ensure rh at suppliers are 

made aware o f the terms o f payment a nd abide by 

the terms of payment. 

Auditors 

The directors will place a resolution before the 

Annual General M eeting to reappoint Arthur Andersen 

as auditors for rhe ensuing year. 

By Order of rhe Board 

MW Capes 

Secretary 

2 May 1997 



This repo rt by th e \X/ PP G roup plc Compensation 

commirree o n beha lf o f rhe Boa rd conforms with the 

Listing Rules of th e London Stock Exchange. Additional 

inform a ti o n o n executi ve remuneration similar 

to a US prox y disclosure is a lso included in this report. 

Th e Com pensa ti o n committee considers that 

throug ho ut th e yea r unde r rev iew the Company has 

complied wi rh Sec ti on A of the bes t practice provisions 

annexed to rh e Li sting Rules and th at full consideration 

has been g ive n to rh e best practice provisions set out 

in Section B of th ese Rul es in determining total 

remune ra ti o n fo r directors and senio r executives during 

1996. The Repo rt s of the Auditors o n the financial 

statem ents set our on page 62 confirms that the scope 

of the ir repor ts cover the disclosures conta ined or 

refe rred to in this Report th at are spec ified for their 

examination by Th e Lo ndo n Stock Exchange. 

Details o f eac h individua l director's remuneration 

and of th e ir beneficial ho ldings of th e Company's shares, 

warrants a nd options over shares a re set out on pages 

42 to 45. 

Compensation committee report 

Role of the Compensation committee 

The Compensation committee is comprised onl y of 

non-executive directors, currently Messrs S W Marten 

(Chairman of the committee), Hamish Maxwell , 

Sir Paul Judge and John Quelch. No member of the 

Compensation committee has any personal financ ia l 

interest, other than as share owners, in the matters 

to be decided, no potential conflicts of interest 

ar ising from cross-directorships and no day-to-day 

involvement in running the Company's business. 

The Compensation committee, wh ich seeks the 

advice of independent remuneration consultants , 

is responsible for establishing and overseeing the 

implementation of remuneration policy for the Group, 

with specific reference to the following: 

• assessment of competitive practices and determination 

of competitive positioning; 

• base sa lary levels; 

• annual and long-term incentive awards; 

• policy and gran ts relating to WPP share ownership 

(in this report referred to as 'WPP stock'); 

• pensions and executive benefits. 

The Compensation committee determines all 

remuneration matters, including awards under annual and 

long-term incentive plans and awards of WPP stock, for 

Group employees who are paid a base salary of $150,000 

or more. 

The Compensation committee determines the 

remuneration of the Group chief executive, a summary 

of which is set out on pages 51 and 52, on the basis 

of a comparison with the chief executives of other 

globa l, multi-agency communications serv ices companies, 

including the Omnicom Group and The Interpublic 

Group of Compan ies. The remuneration of the other 

executive directors is based on comparable positions in 

multinational compan ies of a simi lar size and complexity. 

The criteria established for each element of total 

remuneration are set out on the fo llowing pages. 
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Compensation committee report 

Remuneration policy for executive directors 
and senior executives 

The remuneration programs established for executives 

of the Group's operating companies and the parent 

company are designed to provide competitive total 

remuneration opportunities which will attract, motivate 

and retain the best talent available in the communications 

services industry. A significant portion of total 

remuneration for all senior executives is variable and 

tied to the achievement of specific, quantifiable 

performance objectives, in order to align executive 

rewards with increasing the value of the Group to share 
owners. In addition, the total remuneration program 

includes significant opportunities to acquire WPP stock 

consistent with the Group strategy of building a strong 

ownership culrure. 

The following comprise the principal elements 

of executive remuneration: 

I Base salaries 

Base salary levels are established by reference to the 

median base salary for similar positions in directly 
comparable businesses. In the case of the parent company, 

this includes other global services companies and, for 

J. Waiter Thompson Company and Ogilvy & Mather 

Worldwide, the competitive market includes other major 

multinational advertising agencies. For each of the other 

operating companies in the Group, a comparable 

definition of business competitors is used to establish 

competitive median salaries. Individual salary levels are 

set within a range of 15% above or below the competit ive 

median, taking a number of relevant factors into account, 

including individual and business unit performance, 

level of experience and scope of responsibility. 

Salary levels for executives are reviewed every 18, 

24 or 36 months, depending on the level of base salary. 

Executive salary adjustments are made on the advice 

of the chief executive officer of the operating company. 

Recommendations concerning the remuneration 

of operating company chief executive officers and parent 

company execut ives are made by the Group chief 

executive and reviewed by the Compensation committee. 
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11 Annual incentive remuneration 

Annual incentives are paid under plans established for 

each operating company and for cxco..:utives of the parent 

company. Groupwide, there are approximately 2,200 

participants in annual incentive plans, or \O'X, o f all 

employees in the Group. In the case of the Group chief 

executive and o ther parent company cxeo..:utives, the 

total amount of bonus payable is based on crite ria w hich 

include the achievement of Group o perating profit and 

operating cash flow targets which are established by the 

Compensation commitree. In the case of each operating 
company, performance targets for determining the 

overall level of annual bonuses are ag reed each year 

in one or more of the following areas: 

• operating profit or operating cash flow; 
• operating profit margin ; 

• improvements in the s taff cost to revenue ratio; 

• revenue growth o r revenue conversion. 

Individual bonuses a re payable from the available 

bonus pools and a re determined on the basis of 

achievements agains t individual performance objectives, 

encompassing key st rategic and fina ncial perfo rmance 

criteria, including the level of co -ope ration between 

operating companies. In each case, the annual incentive 

objectives relate to the participant's own operating 

company, division, client or functiona l responsibil ity. 

Each executive's annual incentive opportunity 

is defined at a 'target' level for the fu ll achievement 

of objectives and a 'maximum' level for outstanding 

performance in excess of target. The target level for 

the Group chief executive is 67% of base fees/sa lary and 

the maximum level is 100%. For other Group executive 
direcrors the ta rget is 40% of base sa lary and the 

maximum is 60%. For a lim ited numher o f rhe most 

senior execut ives in the twn major advertising agenc ies, 

the target level is 50% of base sa la ry and the maximum 
level is 75%. 



Ill Long-term incentive remuneration 

long-term incentives comprist· a s ignificant portion 

of total remuneration for senior executives in the parent 

company and L"ach operating company. Groupwide, 

approximately 400 or 2% of a ll employees participate 
in a long-rcrm inccntiw pla n . 

Parent company 

The only long-term incentive program for executive 

directors (excluding the Group chief executive) consists 

of annual grants of WPP pr:rformance shares. The value 

of each performance share is l'quivalent to one ordinary 

WPP share. The number of shares vesring over each 

three-year performance period is dependent on the total 

share owne r return of WPP relative ro the total share 

owner return of seven major publicly rraded multinational 

marketing services companies, over the same period. 

These companies are Asarsu, Cordianr, Grey Advertising, 

The lnrerpuhlic Group of Companies, Omnicom Group, 

Havas Advertising and True North Communications. 

Where the G roup's total share owner return is below the 

median level of the peer group, none of the performance 
shares vest. At median performance for the 1996-98 

period, 50% of the performance shares vest, with higher 

percentages'vesting for superior performance up to 

100% if WPP ranks at least equa l to the second ranking 
peer company. 

Over both of the firs t two pe rformance periods 

(1993-95 and 1994-96), WPP's performance ranked 

first among the peer g roup companies. The Group chief 

executive participated in these performance per iods, 
bur nor in subsequent periods. Contingent grants 

of performance shares for the 1995-97, 1996-98 and 

1997-99 periods range from 25% to 80% of base salary 
for all participants. 

Compensation committee report 

Operating companies 

Senior executives of most Group operating companies, 

participate in long-term incentive plans, which provide 

rewards in cash and restricted WPP stock for the 

achievement of three-year financial performance targets. 

These plans operate on a rolling three-year basis with 

an award becoming payable in March 1997 under the 

1994-96long·term incentive plans of a number of 

operating companies. The value of payments earned 

by executives over each performance period is based on 
the achievement of targeted improvements in two or 

more of the following performance measures: 

e average operating profit or operating cash flow; 

• average operating margin; 

• average ratio of staff costs to either revenu~ or 

gross margin. 

Depending on the plan, the stock portion of each 

payment ranges up to 50%. Restrictions on the sale 

of this stock are lifted after one year in respect of 50% 

of the shares and after two years for the balance, 

assuming the executive remains employed in the Group. 

In addition, some executives also receive annual grants 

of WPP stock options through their membership of the 

WPP Group 'lOO Club' or '300 Club'. This recognizes 

their importance to the achievement of WPP's s[fategic 

aims, including business co-operation across operating 

companies. All members of the 100 and 300 Clubs, 

including the chief executive officer of each operating 

company, receive an annual grant of fair market value 

WPP stock options, which are exercisable either three 

or five years from the grant date assuming that specific 

performance conditions are mer (including achievement 

of the employing company's long-term rargers). Each 

year the grant value (number of shares times fair marker 

value at rhe grant dare) of these awards ranges from 

approximately 10% ro 100% of base salary. 

Stock option awards under the 100 and 300 Clubs 

are in addition to competitive total remuneration 

opportunities provided under the other programs 

described above. 
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Compensation committee report 

Executive Stock Ownership Policy 

During 1996, the Company introduced stock ownership 

goals for the most senior participants in executive 

incentive programs. These range from 50% to 400% 

of salary. Stock option grant levels will va ry after 1999 

depending on whether an individual's ownership goals 

have been achieved. 

Executive Stock Option Plan and 
Wortdwlde Ownership Plan 

In June 1996, the Company obtained the authority 

to grant fair market value stock options under the 1996 

Executive Stock Option Plan. This Plan will be used to 

make option grants to members of the 100 and 300 Clubs 

and key employees of the parent company, excluding 

executive directors and the Group chief executive. 

Additionally, the Company has broadened stock 

option participation by introducing the Worldwide 

Ownership Plan for all employees of 100%-owned Group 

companies, with at least two years' service, in order 

to develop a stronger ownership culture and greater 

knowledge of Group resources. 

Retirement benefits 

The form and level of company-sponsored retirement 

programs varies depending on historical practices and 

local market considerations. The level of retirement 

benefits is considered by the Compensation committee 

when reviewing executive remuneration levels. 

In the two markers where the Group employs the 

largest number of people, the United Stares and the 

United Kingdom, pension provision is increasingly raking 

the form of defined contribution benefits. This trend is 

consistent with the Group's policy, although the Group 

still maintains one defined benefit plan in the US and 

three defined benefit plans in rhe UK. In each case, these 

pension plans are provided for the benefit of employees 

in specific operating companies, and in the case of the 

UK plans, are closed to new entrants. All Company 

pension coverage for the parent company's executive 

directors is on a defined contribution basis and neither 

annual nor long-term incentive payments are pensionable 

under any Company retirement plan . Derails of pension 

contributions for the year under review in respect 

of executive directors are ser our on page 42. 
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Notice pe riods 

Each of the executive directors is hound ro provide his 

services under a contract of service or other 

arrangements, derails of whi ch, in !.: l udin~ the notice 

per iods, are set out on pages 5 1 and 52 . 

The Compensation committee !.:onsiders that there 

are special circumstances in respect of the notice period 

applicable ro the Group chief executive, which is 

for a fixed term of three years from I September 1996, 

renewable for a term of three years on or he fore 
1 September each year. 

The contractual arrangements relar i n~ to rhc 

Chairman are set out on page 52. 



Directors' service contracts 
The Group chief executive: Mr M S Sorrel! 

Mr Sorrell 's se rvices ro th e Group o uts ide the USA are 

provided by J MS financial Services Limited ('JMS') and 

in addition M r Son·e ll is di rec ti y employed by \X/PP Group 

USA, Inc. re latin g to hi s acti\·iti es in the USA. Taken 

toge the r, th e ag ree ment with J MS (' the UK Agreement') 

and the ag ree m e nt with Mr Son·e ll directl y ('the US 

Agreement') prm·ide for the following remuneration a ll 

of which is di sc lo sed on pages 42 to 44: 

• annual sa la ry a nd fee s of £734 ,000 ($ 1, 145,000); 

• a nnua l pens ion contributions of £3 18,000 ($500,000); 

• sho rt-term incenti ve (annual bonus) and long-term 

incenti ve entitl ements (sec below); 

• the Capita l In ves tment Plan (see below); 

• the Notional Sha re Award Pl an (see page 52). 

In addition J MS is entitl ed to phantom opti ons linked 

to the \X/PP share price, granted in rela ti on to 1993 

and 1994 as disclo sed o n page 43 . No further phantom 

options have been or will be g ra nted. 

Long- term incentive plans 

JMS participated in the lo ng- te rm \X/PP Perfo rmance 

Share Pla n in respect of th e pe rforma nce per iod 1 Janua ry 

1994 to 3 1 D ecem be r 1996 . .J MS (and Mr Son·ell) will 

not participate unde r that Pl a n in subsequent periods. 

In respec t of the per iod to 31 December 1996 and 

pursuant to the te rms of th e Pl a n , JMS became entitled 

to th e value of 386 ,420 ordinary sha res at a price 

of 254p pe r sh a re. 

Compensation committee report 

The Capital investment Plan (CIP) 

The CIP provides Mr Sorrell with a capital incentive over 

a five-year period with effect from 4 September 1994. 

The CIP required Mr Sorrell to inves t approximately 

£2 million in order to acquire 1,129,305 ordinary shares 

which were required to be retained until at least 

4 September 1996, and a further 747,252 ordinary shares 

which are to be retained until 4 September 1999. If the 

criteria descr ibed below are achieved, which will result 

in substantially increased share owner va lue, Mr Sorrel] 

will become entitled to certain Performance Shares, 

a ll of which have to be retained until 4 September 1999. 

The max imum number of Performance Shares to which 

Mr Sorrell could become entitled under the CIP is 

4,691,392 in four equal tranches of 1,172,848. These 

Performance Shares have already been acquired by an 

ESOP at a tota l cost of approximately £5.5 million 

and to the extent not utilised for the purposes of the CIP 

will be ava ilable for use in rhe ESOP for other purposes. 

The specific performance conditions are: 

• if the WPP share price achieves certain levels for 60 

consecutive trading days by 4 September 1999. These 

levels, each of wh ich relates ro one equal tranche of 

1,172,848 shares, a re 198p per share, 230p per share, 

265p per share and 304p per share; and in addition 

• if the WPP share price (measured as an average over 

the same 60-day period) also has outperformed 

the FTSE 100 Index from 4 September 1994 until 

the achievement of the relevant pr ice level (measured 

as an ave rage over the same 60-day period); and 

also further 

• the Earnings Per Share ('EPS' ) of the Company for 

the las t financ ial year of the Company before the two 

conditions referred ro above are satisfied, must have 

exceeded 5.75p (being the ave rage EPS of the 

Company for 1993 and 1994) by an amount which 

expressed as a percentage, is equal to or greater than 

the increase, a lso expressed as a percentage, in the 

Retail Price Index plus 1% per annum compound 

measured from June 1994 to the last mon th in such 

complete financial yea r. 

As at 2 May 1997, the criteria referred to above in 

respect of the first and second share pri ce levels of !98p 

and 230p respectively were met. The criteria in respect of 

the other share pr ice leve ls had not been met at that dare. 
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Compensation committee report 

The Notional Share Award Plan 

The Notional Share Award Plan ('the Notional Award 

Plan') was established in order to compensate JMS for 

agreeing not to participate in future performance periods 

under the long-renn share plan referred to on pages 

44 and 49 and not participating in further phantom 

option grants orher than those referred to above. Under 

the Notional Award Plan, JMS was granted an award 

in respect of up to 1,754,520 Notional Shares with a 

contingent right to payment on 4 September 1999 based 

on terms, conditions and performance criteria which 

correspond with those of the CIP referred to on page 51. 

The principal difference in the performance criteria 

between the Notional Award Plan and the CIP is that 

under the former, the first WPP target share price to 

be achieved is 230p whilst under the CIP it is 198p, the 

second target price under the CIP being 230p and the 

remaining target prices of 265p and 304p being identical 

under the two plans. 

As at 2 May 1997 the criteria referred to above for 

the first share price level of 230p had been mer, but the 

criteria in respect of the other share price levels had not 

been met at that date. 

BO[h the CIP and the Notional Award Plan contain 

derailed provisions concerning special c ircumstances, 

such as death, disability, dismissal with or without cause 

and change of control. 
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Other executive directors 

Mr B J Brooks, the Group human resources director is 

employed under a service conrra<.:t dared I June 1993 with 

a 12-monrh rolling no t ice period. Mr P \XI(; Ri<.:hardson, 

the Group finance direcror is cmployt·d under a service 

contract dared 8 January 1997 wirh a 12 -month notice 

period. Mr ER Salama, the G roup srratc~y d irecto r 

is employed under a service contrac t d;;~tt•d I April 1997, 

also with a 12-month notice period. 

The Chairman 

The Chai rman, Mr H Maxwcll is suh jc<.:t to a i.:ontract 

dared 9 September 1996 for ;;1 period expirin~ on 

30 September 1998, subject to Mr Maxwcll hcing able 

to terminate by giving not less th;;~n rhrec months' notice. 



Compensation committee report 

Compe n sat io n of 'executive officers ' 

The following tahlcs set forth compensation derails for the Group chief executive and each of the other five most highly 

compensated executive offi~.:ers in the Group as at 31 Decembe r 1996 (the 'executive officers'). As used in this statement, 

the 'executive offio..:L' ts ' ;\n' deemed to include executive directors of the Company, or an executive who served as the 

chief executive offi..:er of o ne of rhc Group's major operating companies. 

This information covers compensation for se rvices rendered in all capacities and paid in each of the two calendar 

yea rs ended 3 1 Decem her 1995 and 1996. Incentive compensation paid in 1997 for performance in 1996 and previous 

yea rs, is not indudcd in these rabies. consistent wirh US reporting requirements. 

1996 executive re muneration 

Shareoptlons Allother 
SARs and compensation 

Name 

Qtharannual phantom Restricted (exc: ludingthB 
Salary Bonus l') eompensatlonl21 sharesP) value of LTIP) t•) 

Principal position £000 £000 £000 Number £000 

_M_s_s_"'_'"_" _ _ _..;I~;~~;~,~~:~~~-.:"_"_"'_ni-vc _ _ ___.2:~~~~.:_~ _ _'~:'~~J__ _ _t;~!Jt~<_ ___ ~--_:_.--_:_.--_;:c..:;: 21 

16 
CBeers Chairrn:m/ 

C h ief execu tive officer 1996 640 
Ogilvy & Mathcr Worldwide 1995 634 

B Manning t~) Chairman/ 

Chi..-f executive officer 1996 633 
J. Waiter Thompson Company 1995 627 

RE Lerwill 

P Barnard 

KantarGrnup 

Notes 

480 
309 

73 
72 

17 

99 
19 

20 
11 

10 
6 

387,206 
617,169 

208,334 

24,497 
32,468 

107,066 
129,870 

44,967 69 

735 
702 

~ :~~==~~e s::t~;:oi::~:t~":a:;ac~~~~dmd~;;~i~:::~:u~:~:~: aa::: 0~= ::~r:::/ ~:;,::e:~::::7:el:~rarx:e, aM In relatM)n 

to Ms C Beers. the economic imputed value of an interest-free loan. 
3 As used in this report, the term 'phantom shares' (as used in the UK) and the term 'free-standing SARs' (as used in the US) are Interchangeable. 
Both are analogous to a share option. 
4 Includes accruals during each calendar year under consideration. under defined contribution retirement plans and defined benefit retirement arrangements. 
The annual value of defined benefit retirement plans is not included In this table. tn relation to Ms C Beers, forgiveness of a part of a loan. 
5 Amounts of $1 million were accrued for Mr B Manning in each year under an Individual incentive compensation arrangement established in 1987. 

Opti_on_u•_•_n~:_~~in 1 996:__--------------------.,.;;.,;;;"'fu;;,;;;;co;;;,;;;;llsa;;b;;I,~.,J.;;,_;-;;;., 
assumedannual ratesofstockprlce 

Stock options, options granted 
granted by Company Exercise price 

---- ---~~~~!shares) in1996 (ppershare) 

MSSorrellm 

C Bee rs 

~~a~~-~~ ·-
R E Lerwi ll 

112,765 
274.441 

0.01 
0.03 

214p 
233.5p 

Expiry data!') 

June2006 
Sep2006 

appreciation for option term 

0% 5% 10% 

' ' ' 
152,233 384,529 
403,426 1,020,920 

P W G Richa rdsnn 

P Barnard 

24,497131 

107,066 

o.ou.o2'_ _ ____:2::>3::03.s"----_ _:J~"":::'~2~oo~6---_:_.---;3;:;6;:·o~11_--;;;;9~1.1;:;;2' 
0.01 233.5p Sep 2006 157.387 396,266 

1 All options granted to e~ecutives in th1s table are exercisable three years from the grant dale and expire ten years from tha grant data 
2 Mr MS Sorre ll did not partocipate m any stock option award in 1996. Particulars ofthaCIP and Notional Award Plan in which he did participate an~ sat out 
on pages 51 and 52 
3 Granted prKlr to appointment as a director. \VPP'-~""'1' rk 53 
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Stock option, SAR and phant om stock exercises In las t financial y ear a nd final y ear-end s h a r e option , 
SAR and phantom stock values 

Number ol shares underlying Value of unexercised in-the-money 

une11ercised share options, SARs stock options. SAAs and phantom 

Shares acquired Market value at and phantom stocks at year-end slacks a t year-end (£)" 

on exercise S)(ereisedate(£) Unexerclsable Exercisable Unexercisable 
~~~~-

MSSorre\1 190,476 299,047 2,196,190 577,391 4.425,323 802,573 
·~ - ·-·~~~ 

CBeers 500,000 1,20 3,955 1.007,500 1,050,761 

B Manning 500,000 1,007.500 

R E lerwill 857,143 1,482,857 

P WGRichardson 163,899 242,571 202,941 145,200 370,470 156,607 
- - ----

PBamard 100,000 181,000 377.023 351,102 

"value calcuLated 17f subtracting the lllercise price from the lair marl«<l value of the Group's ordinary shares on 31 December 1996. namely 254p. 

Long-term incentive p lan aw ards made In 199 6 

Number of units 
Performance period Tar get 

MS Sorrel! nla n/a nla n la nla 

CBcers 3,563C71 1 Jan 96 - 31 Dec 98 nil £226,242 £342,245 

BManning nla nla nla n/a n/a 

R ELerwill 101,12411) 1 Jan 96 - 31 Dec 98 n/a n/a nla 

PWGRi<:hardson 42,172111 1 Jan 96 - 31 Dec 98 n/a n/a n/a 

PBarnard 1,000131 1 Jan 96 - 31 Dec 98 nil £ 100,000 £ 150,0 00 

Notes 

1 Each unit is aoaJogous to an Ofdil'\ary share of WPP Group plc, granted under the WPP Performance Share Plan (previously named The Performance Unit 
Plan) for senior e.:oteeulives of the parent company. Shares normally vest under this Plan three years from the date of grant on the bas is of total share owner 
return relative to seven other major publicly traded communicatioos services and advertising companies. However. in relat ion to the 1996-1 g98 performance 
period the award was made on the basis ol common share equity market value relative to the same seven companies. The number of shares which vest 
between the threshold and maximum performance levels is pro rated on the basis of performance relative to these levels 
2 llnils granted under the Ogilvy & Mather Worldwide long-term lncllfltive plan are valued on the basis of average operating cash f low and operating margin 
ewer a ttvee-year performaTlCe period. relative to targets established with WPP. The value of the units may be reduced where targeted levels of stall cost 
to tellel1lleratiohavenotbeen achievedoverthesameperiod. 

3 Units granted under the Kantar long-term Incentive plan which are valued on the basis of average operating p rofit and operating m argin over a three-year 
period,relativeto targets establlshedwithWPP. 

The table on page 3 compares the return W investors in WPP stock with the average return in the Company's peer g ro u p, 

the UK ITSE 100 Index and the US S&P 500 Index, over a fi ve-year period, with all income reinvested. 

154 Wl'l'lir""l' f'l' 



Policy on external appointments 

The Compa n y recogn ises rhar ir s exec uti ve directors and 

senio r executives from rime ro rim e m ay be invited to 

becom e no n- exec uti ve direc to rs of o th er compani es and 

tha t ex pos ure ro such non- execu ti ve duti es ca n broaden 

expe ri ence and know ledge, which will bene fit 

the Compan y. Con scq uenth·, su bj ect to o bta ining 

the approva l of the Croup c hi ef exec uti ve in the case 

of seni o r executi ves and rh e approva l of th e Board in 

the case of exec utive directors, th ey are a ll owed to 

accept no n-exec uti ve appo intm ents, as lo ng as rhese are 

no r with compering companies a nd are no r like ly to lead 

to con flict s of interest. Any fees rece iva bl e ou t o f such 

appo intments a re reta in ed b y rh e individu a ls conce rned. 

Equal opportunities 

The Compensat ion co mmittee and rhe Group endorses 

and supports th e principles of Eq ual Employment 

Oppo rtunity. lr is rh e policy o f rhe G ro up in ir s businesses 

th roug ho ut th e wor ld to provide equa l employment 

oppo rtuniti es to a ll a ppropri ate ly qualifi ed individua ls 

without rega rd to race, creed, co lo ur, age, religion, sex, 

di sability, sex ua l o ri entation, marital status, milita ry 

se rvice, nationa l origin or ances try. 

T he purpose o f the G roup's policy is to ensure that a ll 

empl oym ent d ec is io ns are m ade, subj ec t to its lega l 

obligation s o n a non-discrimin a tory bas is , whether at rhe 

time o f empl oy m ent, in promo t ion, tra ining, 

rem une ra ti o n, termination of employment o r whenever 

an y t e rms and cond iti o ns of employm ent w ith any Group 

compan y a re being consi dered . 

Compensation committee report 

Employee consultation and involvement 

The Group places great importance on the contributions 

made by a ll employees to the progress of the Group 

through the activi ti es of their respective companies and 

aims to keep them informed on matters affecting them 

and our business. This is achieved by: 

• formal and informal meetings at the individual 

company level; 

• monthly chief executive reports to participants in 

short- and long-term incentive plans; 

• distribution of the Annual Report and Accounts 

and the Navigator; 

• a regula r newsletter throughout the Group; and 

• the circulation , as appropriate, of explanatory 

booklets in relation to stock ownership and other 

compensation plans. 

Employees of rhe Group, including those participating 

in the Worldwide Ownership Plan refe rred to on page 50, 

are elig ible to receive stock option grants. As at 

2 May 1997, options have been granted to a total of 

10,999 (May 1996: 736) employees over 36,198,729 

(May 1996: 28,608,096) ordinary shares of the Company. 

Employees own approximately 10% (1995: 8%) 

of the issued share capital of the Company. 

Remuneration policy for non-executive directors 

Remuneration for non-executive directors consis ts 

of fees for their services in connection wi th Board and 

Board com mittee meetings and, where appropriate, 

for devoting additional rime and expertise for the benefit 

of rhe G roup. They are not eligible for membership 

of any Company pension plans , and do not participate 

in any of the Group's short- or long-term incentive 

prog ·atM ov in an.v of the Group's stock ~l a ns .. 

U d I \. 1· t rfr~ Ct'J.flli}flh"ID'Y s Arncles 
n r n e pro -

of Asso iation, all di r ·ct rs retire 6 [·otttrion . 

On behalf of the Board 

S \'(/ Morren 

Chairman of the WPP Group plc 

Compensation con-tmittee 

2 .Nlay 1997 
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Summary of results 

Turnover was up 8.1% to £7.1 bil lion, revenues up S.S % ro £ 1.69 1 billion and 

gross profit up 8.2% to £1.436 billion . On a like-fo r-like anc.l constant currency 

basis, revenues were up 8.3%. 

Operating profit rose by 22% to £182.4 milli o n from £149.5 million. Profit 

before tax rose 35% to £153.3 million from £113.7 million, chiefl y re flecting 

improved profitability and cash flow and a reduction in interest costs. 

The Group tax rate on profits was 33%, an improve m ent on the prev ious 

year's 38% . This reflects the positive impact of the Group's tax res tructuring. 

Over the last four years the Group has reduced its ta x rate on profit s b y a lmost 

one-third from 47% in 1992. 

Fully diluted earnings per share rose 46 % to 13.3p from 9.1 p, well above the 

Group's financial objective of increasing earnings per sha re b y 20% per annum. 

Fully diluted earnings per share have a lmost quadrupled over th e last three yea rs. 

The Board recommends an increase of 32% in the fin a l div idend to 1. 144p 

net per share, making a total of 1.7p net per share for 1996, a 30°/., increase 

over 1995. 

Operat ing margins 

Operating margins rose by over 1% for the fourth yea r in a row, up 1.2°/0 

to 10.8% from 9.6%. This was ahead of the Group's financial objective of 

increasing margins by 1% per annum between 1993 a nd 1996 to a leve l of over 

10%. Although performance is still below the very best performing competition, 

the gap is narrowing further. 

Operating margins before short- and long-term incen ti ve pa yments rose 

to 14.1 % from 12.8%. 1997 will be the third year of sign ificant payments 

to a broader group of our key people under the long-term 'phantom' share 

incentive plans established in 1992. These shares are va lued on the basis of the 

worldwide performance of the operating companies in which our people work, 

and awards are paid partly in cash and up to 50% in rest ricted WPP ordinary 

shares. Operating costs rose by 6.4%. 

The Group's staff cost to reve nue ratio fell by I.O 'X, to 50.4% from 5 1.4% 

in 1995 and 51.6% in 1994. As variable staff costs, th a t is principall y inc entive 

compensation, have been increas ing a t a ra te genera ll y in line with increases in 

the Group's operating profits, the leve l of variab le staff cos ts as a proportion of 

revenues has increased, from 2.4% in 1993, to 2.9 % in 1994, to 3 . .'1% in [ 995 

and 3.7% in 1996. This increase in the proportion of rura l s ta ff costs which are 

va riabl e, has resulted in a continuing improvem ent in the Group's ratio of fixed 

staff costs to revenues from 50.7% in 1993 to 4S. 7'Y., in 1994, to 4 7. 9 <Y._, in 1995 

and 46.7% in 1996. As a result enhanced fl ex ibility has hee n 111troduced into 

the cost st ructure. 

Establishment O'l t !:l have h:J uced as a pe rce nt age of reve nu e in parr d ue 

to th b ant-ia f p rog re ~ <; made ove r the las t fi ve yea r~ in rcduung th e leve l 

of surpl us property. Over 5 8.5,000 sq fr wi rh a cas h L·o" t of a ppro x i lll <HL'l y 
L14 million ($22 mil lion) per annum ha s been suh iL' t or a hsorhed b y other 

Group compan ies. 



Like-for-like performance 

A sign ificant proportion of the G rou p's revenues, operating profits and 

cash flows {approximately 30'Yu to 90%) are in currencies other than sterling. 

As there a rc few instoln<.:cs of s ig ni ficant cross-border trading, commercial 

exposures to foreign exchange fluctuatio ns are limited. 

The reported earnings of rhe Group, however, are affected by the value of 

sterling relative to overseas currencies, the most s ignificant being the US dollar, 

the Dutch guilder, french franc, German mark and Italian lira in Europe, 

and the Austra lian dollar, Hong Kong dollM, Japanese yen, Singapore dollar 

and Taiwan dollar in Asia Pacific. The Group does not hedge reported earnings, 

although our predominantly Jollar denominated debt is serviced primarily 

by dollar earnings in the US. As,, result the Group analyses and reports its 

performance on a like-for- like basis (excluding the impact of currencies and 

acquis itions) wherever relevant. 

As mentioned above, on a like-for-like basis, revenues rose by 8.3%. 

On the same has is, gross profit was 7.7% up on 1995. Operating costs were 

5.8o/o up on the previous year. The Group's staff cost to revenue rat io improved 

to 50.3% from 5 1.5'X,. St3ff costs rose by 5.8%, and average salaries per bead 

by 4 .6%, reflecting the need to maintain competitive salary levels. As a result 

of addit ional hiring total salaries rose 7.7%. 

On a cons tant basis, pre· tax profits were slightly higher than reported 
profits, as sterling strengthened not only against the dollar but against most of 

the G roup's key trading currencies particularly in the fourth quarter. If sterling 

bad s tayed at the same levels as the first nine months, pre·tax profits would 

have been almost £ \55 mi llion. 

Headcount 

Our staff numbers averaged 21,166 against 20,152 in 1995, up 5.0%. On a like­

for-like basis, average headcount was up 608 to 21,166 from 20,558, an increase 

of 3.0%. At the end of 1996 staff numbers were 22,102 compared with 21,618 

on a like-for-like basis at the end of 1995, an increase of 2.2%. 

Sector performance 

Advertising 
Combined advertising revenues at J. Waiter T hompson Company and Ogilvy 

& Mather Worldwide rose b y 7.2%. Combined operating margins for the two 
brands were 14.4%. Combined operating costs rose by 5.3% and the combined 

staff (;o sts to revenue ratio fell to 56.9% from 57.8%. J. Waiter Thompson 

Company generated net new billings of over £263 million ($411 million) and 

O gilvy & Mather Worldwide £255 million ($399 million). 
Despite a fa ll in Conquest's revenues, operating costs were more than 

similarly reduced resulting in increased profitability. 

Financial review 
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Information & consultancy 

The Group's businesses continued their strong ~row rh with j.\ross profit r is ing 

by over 10%. Operating costs rose by over 9°/., and ;lS :t rcslrlt, margins rose 

by 0.7% over the previous year. Particularly s trong pcrformarKL'S were reco rded 

by Millward Brown, Research International, BMRB and Winona. 

Public relations & public affairs 

The Group's public relations and public affairs acrivitiL·s contirwcd ro strengthen. 

Hill and Knowlton's revenues rose by RA 'Y., and opc rarin~ co s t s hy 1.6o/u. 

As a result, Hill and Knowlton continued its return to profit:thilit y. Most of 

this improvement occurred in rhe Un ited Srnrcs and Europe, with pnrt due to 

a reduction in property costs. 
Ogilvy Adams & Rineharr's revenues rose by 7"/c, and opcratin~ ..:os rs by 

approximately 5%. Profitability and marg ins continued to improve over last year. 

Our public relations business as a whole showed operarin~ margins in line 

with the Group's objectives for 1996. 

Specialist communications 

Specialist communications revenues rose hy almo'it 11 '!/,,,Gross margins rose 

by ov~r 8% and op~rating costs by 4%. As a result, overall operouing ma rg ins 

increased . Several of our companies in this sector performed particularl y well, 

including in direct , promotion and relationsh ip marketing: Ogilvy Direct in 

the US, Einson Freeman, RTCdirect, EWA, Mando Marketing, Promo tiona l 

Campaigns in the UK and in The Netherlands; in br.mdin~. identity and des ign: 

Coley Porter Bell, Sampson T yrrell Enterprise, BDG/McColl , Oakley Young, 

AG Enterprise, SBG Partners and the Walker G rnup/C NI; in hen lthcare 

marketing: Ferguson Communicat ions Group and HLS CORP and in other 

specialist communications services: Pace and J WT Specialized Communications. 

Manufacturing 

The Group's manufacturing division had a better year with operating profits 

rising ro £0.3 mi llion from £0.2 million. 

Parent company Initiatives 

The parent company sets short- and lo ng-term inccnrivt• plan ohjectives w hich 

have been based on improving absolute levels of profit, opcratin~ m a rg ins, sraff 

cost to revenue ratios, incremental revenue convers ion, revt"nue ~rowth and 

Group co-operation . As our margins imprt)vt~ a nd come c lo se!' ro marching the 

very best performing competition, increas ing emphasis w ill be pla~.:cd on revenue 

generation through these incent ive objectives. 

To aid the achievement of these objectives a nd ro develop rhc be ntdits of 

membership of the Group for both clients a nd our people, tht• parent company 

continues to develop its activities in the areas nf human rl'soun::cs, properry, 

procurement, information technology and pract in· J t'VL'II•fH1ll'nt. The obje..:t ivc 

behind these initiatives is to po sition tht> parent ~.:omp;my ;\ S mor~· th<lll iust 

a fi nancial brand which concentrates o n finan~.:ia l n ·pnrtin)!,. ,,;ontro l. 



acqui s iti o ns a nd Ji sposal s, t a x, treasury and investor relations. Innovative 

g radua te rec ruitm ent sch em es, awa rds and tra ining programs have all continued 

to be impl em ented a nd d evel o ped in 1996 . In the fir st few months of 1997 

the pa rent com p;lll y impl em ented a worldwide sha re ownership program for 

a ll o ur people w 1rh o \-cr two years' se rvice, a pa rtne rship prog ram rewarding 

outst a ndin g e:..:;llnpl es of coll a bo ra t ion ac ross operating companies with 

the o bj ec ti ve of ;ldding , ·a lu e ro o ur c li ents' businesses and tra ining programs 

o n the new m edia a nd to enlunu: a nd s timul ate c reativity. 

A ll o f these new fun c tion s, whi ch add va lue to the Group, are ca rri ed 

o ut b y ex pe ri enc ed indi vidu ;ll s o pe rating fro m the UK , US and internationall y. 

Whe re appropriate we rech a rge th ese cos ts to reflec t the va lue we contribute 

to o ur o pe ra ting compani es . 

Cash flow 

As a t 3 1 D ece mbe r I '::!'36, th e G roup wa s cash pos it ive with net cash of £159 

milli o n compa red w ith £7 1 milli o n a t 3 1 December 1995 (1 995: £57 million 

o n the bas is o f 1996 year- end exchange ra tes) . As usua l, this was primari ly due 

to the seaso nall y s tro ng fo urth qu a rte r and manage ment efforts to improve 

wo rking cap it a l. 

N et d ebt a ve raged £ 145 milli o n in 1996 aga inst £214 million in 1995 

(1 995: £2 .18 million a t 1996 excha nge rates) . These net debt figures compare 

with a n equit y m a rk e r capitali sati o n o f ove r £ 1.8 billion (up 56% on las t yea r ), 

g iving a total ente rpri se va lu e o f a pprox imately £2.0 billion at the time of 

go ing to press. 

For m a nagem ent purposes , we m o nito r the free cas h fl ow generated by the 

G ro up. Ove ra ll, thi s was be tt e r th an anti c ipated as a result of improved 

profitabilit y a nd d ebt manage m ent. In 1996, ea rnings befo re interest and taxes 

('E BIT') w e re £ 11:) 2 million, capita l expenditure £36 million, deprec iation 

£2 8 milli o n, t ax pa id £3':) milli o n and inte res t and similar cha rges paid 

£2 7 milli o n . r ree cas h fl ow ava il abl e fo r debt repay ment, acquisitions and 

divid ends w as th e re for e £ I Ol:\ m i 11 io n. This exc ludes the additiona l benefi t 

we rece ive from th e year-on- year improvements in wo rking capita l management. 

Ove r th e las t three yea rs thi s ha s contributed mo re than £100 million to 

G ro up liquidit y. 

Assumin g modes t revenue g ro wth and tha t operating margins will continue 

to g row in lin e w ith t he C ompa n y's o bj ec ti ves o f 1% per annum, 1997 will see 

enh a nced free cas h fl ow a nd sho uld gene rate liquidity a ft er tax ava ilable fo r 

acq ui s iti o ns, d ebt repay m ents a nd di stributi o ns ro sha re owners of £75 million­

£"100 milli o n. Thi s would m ean th a t the current ave rage level of indebtedness 

could be redu ced to ze ro in approx im ate ly tvvo yea rs. 

In o rde r to e nh <lnc e sh ;n e o w ne r va lu e as liquidity improves, your Board 

has hee n g ivin g con s id era ti o n to th e re la ti ve me rits of increas ing the dividend 

payou t ra tio a nd sha re bu y- hack s. As no ted above, your Board has dec ided to 

inc rease th e full vea r"s d1 vidc nd b y 30 'X, to 1. 7p net pe r share which is 

a ppro x ima te ly e 1g ht r im es L·o ve red. In add iti o n , as cur rent opportuni ties for 

acq ui s iti on s a t sens1hl e p r1 ces a re limited, th e Companv has made £25 million 
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available for share buy-backs in the open market when markt:t ..:ondirions are 

appropriate. Whilst Advance Corporation Tax will he im.:urrcd ini tially on any 

such share repurchases, this will be recovered at a later d ate hy m:Jtt.:hing 

with Foreign Income Dividends received in the United Kingdom. Although such 

a share repurchase represents a nominal amount of approximately I-2'X, 

of the Company's share capital it is indicative of your Board's view as to one 

of the ways in which share owner value can be enhanced. 

In the first three months of 1997, rhe period for which information 

is available prior tO printing, liquidity impmvcd still further with ne t dchr 

averaging £78 million versus £154 mi llion for rhc same period last year 

(1996: £160 million at 1997 exchange rates). 

As a result of this improved cash flow, and the possihil it y o f an improved 

credit rating, the Company intends to renegotiate its banking arrangements 

with the objective of reducing interest costs. 

Net balance sheet assets 

No hedging is undertaken in relation to the accounting translation of overseas 

balance sheets. This results in a fluctuation in the ste rling va lue of share owners' 

funds due to movements in exchange rates. 

In 1996, net assets of £27 million compared w ith net liabilities o f 

£58 million in 1995 (1995: net liabilities of £33 million on the basis of 1996 
year-end exchange rates). 

Treasury activities 

Treasury activity is managed centrally, from the parent company's London and 

New York offices, and is principally concerned with interest rate and working 

capita l/debt management. 

The Group's interest rate management policy is to ensure rhat a significant 

proportion of its borrowings either are o n a fixed rate has is or arc hedged 

against significant increases in medium-term interest rates. The majority o f the 

Group's floating rate borrowings are hedged at US dollar I.IBOR of 6°/,, and 

below (excluding margin and hedging costs ), w ith maturitics extending into 

January 2001. 
Targets for average net debt are set on an annual has is, ;lllJ to assist 

in meeting rh is, working capital t a rgets a re scr for al l the (;roup's ma ior 

operations. As mentioned above, over the las t three years, improv<:menrs 

in working capital have made a s ignificant contrihut inn to Group liq uidity. 

The Group also enters into shorr-re rm forward foreign ex~.:hange 

transactions when it is necessary to hedge crnss-horde r t rading exposu res. 

No speculative foreign exchange trading is unde rta ken . 

1997 outlook 

As usual, our budgets for 1997 have heen prepared on a conserv<~tive basis. 

They predict like-for-like, year-on-yea r revenue incrt•ast::s of 6'!1,, o ver 1996. 

This compares with budgeted growth tlf 3.5 'Y,, a nd 4'!1,, in 19'-:IS and 1996 

respectively against actual outcomes of H% and H.VY..,. In tht• first three monrhs 



of 1997 we arc showin)!. a like-for-like increase of 6%. Although at current 

exchange rates stcrlinJ!. has st rengthened against the Group's key trading 

currencies by approximately H% on a weighted average basis when compared 

with the avcra~c f11r 1996, it is anticipated that currency movements will 

nor have as si~nificm t an impa<.:t at the operating or pre-tax level because 

of improved profit;lhility and cash fl ow. 

In these circumstances there is no reason to believe that the Group cannot 

achieve the objec tive set in 1996 of further improving margins by 1% in 1997 

and by another I 'Yo in 1998. Your Board does not believe that there is any 

functional, ~eo~raphi c. account concentration or structural reason that should 

prevent the Croup achievin~ operating margins of over 12% by 1998. After all 

that is where th e two hes t listed performers in the industry are, and where 

we would want to he. 

1997, WPP"s twelfth year, should be another good year. Whilst growth 

will not he huoyed as it was in 1996 by the coincidence of the US Presidential 

election and the Olympic Games, early indications are that the worldwide 

growth rate of communications se rvices will only be slightly lower at 

approximately 5-6°A •. Despite this positive environment there remains the risk 

that Government pol ic ies will over inflate key economies and trigger the 

need fo r deflationary corrco..:tion. Hence the continued need for our controlled 

growth and inc reasi ngly fl exible cost structure. 
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Reports of the auditors 

Report of the auditors to the members 
of WpP Group plc: 
We have audited the financial statements set out on pages 
63 to 90, which have been prepared under the historical 

cost convention (as modified for the revaluation of certain 
fixed assets) and the accounting policies set out on pages 
63 and 64. We have also examined rhe disclosures relating 

to the emoluments, share options and long-term incentive 
scheme interests of the directors referred to within 
rhe disclosure of Directors' remuneradon and interests 

on pages 42 ro 44. 

Respective responsibilit ies of directors and auditors 

As described on page 41 the Company's directors are 
responsible for the preparation of the financ ial statements. 

It is our responsibility to form an independent opinion, 

based on our audit, on those statements and report our 

opinion to you. 

Basis of opinion 

We conducted our audit in accordance with Auditing 

Standards issued by the Auditing Practices Board. An 
audit includes examination, on a test basis, of evidence 
relevant to the amounts and disclosures in the financial 

statements. lt also includes an assessment of 
the significant estimates and judgements made by the 
directors in preparation of the financial statements, 
and of whether the accounting policies are appropriate 

to the circumstances of the Company and of the Group, 

consistently applied and adequately disclosed. 
We planned and performed our audit so as to obtain 

all the information and explanat ions which we considered 

necessary in order to provide us with sufficient evidence 

to give reasonable assurance that the financial statements 

are free from material misstatement, whether caused 
by fraud or other irregularity or error. In forming our 
opinion we a lso evaluated the overall adequacy of the 
presentation of information in the financial statements. 

Opinion 

In our opinion, the financia l statements give a true and 
fair view of the state of affairs of the Company and of the 
Group at 31 December 1996 and of the profit and cash 

flows of the Group for the financia l year then ended and 

have been properly prepared in accordance with the 

Companies Act 1985. 

Arrhur Anderscn 
Chartered Accountants and Registered Auditors 

London 
2 May 1997 

Report of the auditors to WPP Group plc 
on corporate governance matters: 

In addition to our audit of the financ i;ll statements 
we have reviewed the directors' statl'ment on p;tge 40 

concerning the Companr's corn pi iancc \\" ith the 

paragraphs of the Code of Hest l'ra..:rict' '>pt·cifieJ for our 
review by the London Stnek Ex..:han~e ;mJ thl·ir adoption 
of the going concern basis in prep:nin~ thl· fin;"tncia l 
statements. The object ive of nur review is ru dr;"tw 

attention tO non-compliance with Listin~ Rules 12 .43(j) 
and 11.43 (v). 

We carried our our review in a<.:<.:or,t.mce with 

guidance issued by the Audi t in~ Practices (kl;"trd. That 
guidance does not require us to perform the additio na l 
work necessary to, and we do not, express any opin ion 
on the effectiveness of either the Company's system 

of internal financial control or it s corporate governance 

procedures nor on the abi lit y of the Company and Group 
to continue in operat ional existerKc. 

Opinion 

With respect to the directors' statements on inte rnal 

financial control and go ing concern o n pa~es 40 and 4 1, 
in our opinion the direc to rs h;~ve provided t h t· disclosures 
required by the Listing Rules referrt.·J to ;~how ;~nd such 

statements are not inconsis tent wi th tht• information of 
which we are aware from our audit work on the financial 

Based on enquiry of certain dire..:tors ;md officers 

of the Company, and examination of relevant documents, 
in our opinion the directors' statement on page 40 

appropriately reflects the Company's compliance with 

the other aspects of the Code- specifieJ fnr Ollr review 
by Listing Rule 11.43 ( j ) . 

Arthur Andersen 

Chartered Accountants 
London 
2 May 1997 



The financial s r.n .. ·rn .. ·nt<. hat.-c h .. · .. ·n prepared in 

~c:i::~a~~c 'wrth appli .. ·ahk· au.:ounring standards in the 
mgd01.11. A "llllllllarr nl tht· Grou p's principal 

a~counting pcllro..:iL·s, whro..: h h:l\'l' ht'<.'n :lpplied consistently 

t roughout tht· ~· .. ·a r :lnd w ith rh .. • prt.·o..: .. ·Jing vear is set 
our below. · ' 

1 :::i~a~fc~:~c:t~~!i::.::t:d Presenta t ion 

The f~nancia~ St:Ht.'llll'llts ;lrt.· prcp:ucd under the historical 
costconvcnncm, rncJJificd tcJ i r~<: luJe the revaluation 
of corpo ra re hrand nanws. 

The presentation of thl· consolidated cash flow 

"r'F"R"S"J"Rt h;~s hccn nwdifil·d to r..:flt·o..:t the early adoption 
o evrscd. 

2 Basis of consolidation 

The consol id.:ar ·d f . .· 1 f h C o.: lll,liKI;l statemen ts indudc the results 
o t c ompany and a ll its subsidia ry undertakings made 

::::;":.same ac~:ounting ~are. The results of subsidiary 
. r a rngs acquirt.·d or drsposed of during the ear are 

~nclud~d or ex~luded from tht.• profit and loss acc:unt 
ram t e effectrvt• date of acquisition or disposal. 

3 Goodwill 

G~odwi ll represents the excess of the f:t ir value attributed 

to mv~sr~n~nts in businesses or subsidiary undertakings 

:;:~;ire ac31 :i::;~e of t he un~crly.i~g net assets at the dare 
· . q ~n . Gondwrll a n s rng on consolidation 
Is ~ntren off agamst reserves in the year in which it 

a~!Se~. ~he profit o r loss nn the disposal or termination 

~o :es:;~::.ss ln<.::luJes gOilJwill previn usly wrirren off 

Accounting policies 

4 Intangible fixed assets 

Intangible fixed assets comprise certain acquired 

separable corporate brand names. These are shown at 

a valuation of the incremental earnings ex~cted to 

arise from the ownership of brands. The valuarions 

have been based on the present value of notional royalty 

savings arising from the ownership of those brands 

and on estimates of profits attributable to brand loyalty. 

The valuations are subject to annual review. 

No depreciation is provided since, in the opinion 
of the directors, the brands do not have a finite useful 

economic life. 

5 Tangible fixed assets 

Tangible fixed assets are shown at cost or valuation less 

accumulated depreciation. Depreciation is provided ar 

rates calculated to write off the cost or valuation less 

estimated residual value of each asset on a straight-line 

basis over its estimated useful life, as follows: 

Freehold buildings - 2% per annum 
Leasehold land and buildings- over the term of the lease 

Fixtures, finings and equipment- 10%-33% per annum 

Surpluses arising on the revaluation of tangible fixed 

assets arc credited tO a non-distributable revaluation 

reserve. On the disposal of a revalued fixed asset the 

revaluation surplus is transferred to distributable reserves. 

6 Investments 
Except as stated below, fixed asset investments arc shown 

at cost less provision for permanent diminution in value. 

The Group's share of rhc profits less losses of 

associated undertakings is included in the consolidated 

profit and loss account and the investments are shown 

in the Group balance sheet at the Group's share of the 

net assets. The Group's share of rhe profits less losses 

and net assets is based on current information produced 

by the undertakings, adjusted to conform with the 

accounting policies of the Group. 
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Accounting policies 

7 Stocks and work In progress 

Work in progress is valued at cost or on a percentage 

of completion basis. Cost comprises outlays incurred 

on behalf of clients, and an appropriate proportion of 

direct costs and overheads on incomplete assignments. 

Provision is made for irrecoverable costs where 

appropriate. Stocks are stated at the lower of cost 

and net realisable value. 

8 Debtors 

Debtors are stared nee of provisions for bad and 

doubtful debts. 

9 Taxa tion 

Corporate taxes are payable on taxable profits at current 

rates. Deferred taxation is calculated under the liabili ty 

method and provision is made for all timing d ifferences 

which are expected to reverse, at the rates of tax expected 

to be in force at the time of the reversal. 

10 Pension costa 

The charge to the profit and loss account in respect of 

defined benefit pension schemes is the estimated regular 

cost of providing the benefits accrued in the year, adjusted 

to reflect variations from that cost. The regular cost is 

calculated to achieve a substantially level percentage 

of the current and expected future pensionable payroll. 

Variations from regular costs are allocated to the profit 

and loss account over a period approximating ro 

the scheme members' average remaining service lives. 

For defined contribution schemes, contributions a re 

charged to rhe profit and loss account as incurred. 

11 Operating leases 

Opera ting lease rentals are char~ed ro the profit and loss 

account on a systematic basis. Any premium o r d iscoun t 

on the acquisition of a lease is spread over t he life of the 

lease. 

12 Turnover, c ost of sales and r eve nue 

Turnover comprises the gross amounts billed to dients 

in respect of commission-based income together with 

the tota l of m her fees earned . Cost nf sales comprises 

media payments and production costs. Revenue comprises 

commission and fees ea rned in respecr of turnover. 

Turnover and revenue are stated exclusive of VAT, sales 

taxes and trade discounts. 

13 Translation of fore ign currencies 

Foreign cur rency transactions arisin J?; from normal 

trading activities a re recorded in local currency a t current 

exchange rates. Monetary assets and liahil it ies 

denominated in fore ign currencies at the year-end are 

t ranslated at the year-end exchange rate. Foreign currency 

gains and losses are credited or char~ed ro the profit and 

loss account as t hey arise. The profit and loss accounts 

of overseas subsidiary undertakings a re transla ted into 

pounds sterling at average exchange rates and the year­

end net investments in t hese companies a re trans lated 

at year-end exchange rates . Exchange differences a r ising 

from retranslarion at year-end exchange rates of the 

opening net investments and resu lts for t he year are dealt 

with as movements in reserves. 



Consolidated profit and loss account 
For the year ended 31 December 1996 

199 6 1994 1SI96 1995 1994 
Em ""' $ m Sm Sm 

Turnover (gross billings ) 7,084.0 6 ,553.1 6,0~3.7 11,062.4 10,342.1 9,214.8 

Cosrofsales (5,392.7) (4,998.2) (4,586.6) (8,421.3) (7,888.2) (7,028.4) 

Revenue 1,691.3 1,554.9 1,426.9 2,641.1 2,453.9 2,186.4 

Direct COStS (254.8) (226.9) (223.0) (397.9) (358.1) (341.7) 

Gross profi t 1,436.5 1,328.0 1,203.9 2,243.2 2,095.8 1,644.7 

2 Operatin'=. cxpenst:s (net) (1,254.1) (1,178.5 ) (1,083.4) (1,958.4) (1,859.9) (1,660.0) 

Ope ra t ing profit 18 2.4 149.5 120.5 284.8 235.9 184.7 

Net interest payahlc and similar charges (29.1) (35.8) (35.2) (45 .4) (56.5) (53.9) 

Profit on ordinary a ctivities b e fore t ax a t i on 153 .3 113 .7 85.3 239 .4 179.4 130.8 

Tax on pru fi r on o rdinary a'" t ivit ies (5 0 .6) (43.2) (35.8) (7V.O) (68.1) (54.9) 

Profit on o rd ina ry act ivities a fter t a xa tion 102 .7 70.5 49.5 160.4 111.3 75.9 

Minority i n tc~~s ___ (2.7) (1.8) (2.1) (4.2) (2.9) (3.2) 

Profit fo r the financial ye ar 100.0 68.7 47.4 158.2 108.4 n .1 

• Preference dividends (1.1) (1.7) 

Profit a ttributa b le to ordinary s h a re owners 100.0 68.7 46.3 156.2 108.4 71.0 

• O rdinary d ividen ds (12.4) (9.7) (8.2) (19.4) (15.3) (12.6) 

Re taine d profit for the year 87.6 59.0 38.1 136.8 93.1 58.4 

7 Ea rnings p e r s h a re (net bas is) 

Basic e arnings per ordinary share 13.7p 9.5p 7.9p 21.4C: 15.0$ 12.1C: 

Full y dilured e a rnings per ordinary share 13 .3p 9.1 p 6.5p 20.84 14.44 10.04 

• Ordinary dividend per s hare (net) 
lnre r im divide nd 0.556p 0.445p 0.385p 0.87c: 0.70$ 0.594 

Fina l dividend 1.144p 0.865p 0.750p 1.79 C: 1.374 1.154 

Earnings per ADR (net basis) 

Basic earnings pe r ADR 137.0p 95.0p 79.0p $2.14 $1.50 $1.21 

Full y diluted earnings per ADR 133.0p 91.0p 65.0p $2.08 $1.44 $1.00 

Ordin a ry d iv id e nd per ADR (ne t) 
Interim S .S8p 4.45p 3.85p a.7c 7.04 5.94 

Fin a l 11.44p 8.65p 7.50p 17.8C 13.74 11.54 

The 9CCQ!llpanylng notes form an integral part of this p rof it aod loss account. 
The main reporting currency of the Group is the pound sterling and the financial statements have been prepared 011 this basis. Solely lor convenience. 

the finar>eia l statements set out on pages 65 and 67 are also e)(pressed in US dollars using the approximate aventge rata for the year for the profit and loss 

account (1996: $1.5616 ,. £1, 1995: $1.5782 .. £1. 1994: $1.5323 = £1) and the rate in effect on 31 Deoombarfor the balance sheet (1996: $1.7113 = £1. 
1995: $1.5526 a £1, 1994: $1 .5645 a £1) 

Th is t ranslat>on should not be construed as a rep.-esentat>on that the pound sterling amounts actua•y represant. or could be converted Into, US dollars 

at the rates indicated 
A ll the operat ions of the G roup continued throughol..lt each of the years aboVe and no material operations wara acquired or discontinued. 
There is no material difference between the resotts d isclosed in the prof it and ~oss·account and the historical cost profit as defined by Financial Reporting 

Standard 3. Movements in share owner's fuods are set out in note 23 



Consolidated cash flow statement 
For the year ended 31 December 1996 

Notn 

9 Net cash inflow from operating activities 

10 Return on investments and servicing of finance 
United Kingdom and overseas tax paid 

10 Capital expenditure and financial investment 
Acquisitions and earnouts 
Equity dividends paid 

Net cash Inflow before f inancing 

10 Net cash outflow from financing 

Increase in cash and overdrafts for the year 
Translation difference 
Balance of cash and overdrafts at beginning of year 

Balance of cash and overdrafts at end of year 

Reconciliation of net cash flow to movement in net funds: 
lncreasel(decrease) in cash and overdrafts for the year 
Cash outflow from decrease in debt fi nancing 
Other movements 
Translation difference 

Movement In net funds In the year 

8 Net funds/(debt) at beginning of year 

8 Net funds/(debt) at end of year 

The accompanying notes form an inti!Qral part of this cash now statement. 

Consolidated statement of recognised gains and losses 
For the year ended 31 December 1996 

Profit for the financial year 
23 Exchange adjustments on foreign currency net investments 
23 Gain arising on expiry of subscription warrants 
23 Exchange adjustments on conversion of Convertible 

Cumulative Redeemable Preference shares 

Total recognised gains and losses relating to the year 

88 WI'J•c;"~'r>l'k 

237.7 

(28.2) 

(38.6) 

(41.0) 

(10.8) 

(10 .4) 

108.7 

(31.5) 

77.2 

(44.8) 

342.2 

374.6 

77.2 

34.9 

1.2 

(25.5) 

67.8 

71.4 

159. 2 

1996 
tm 

100.0 
22.3 

1.9 

124.2 

1995 

235.8 166.5 
(38.6) (38.5) 
(29.0) (22.0) 

(39.1) {28.2) 

(12.5) (19.6) 

(8 .7) (8.2) 

107.9 50.0 
(38.5) (58.4) 

69.4 (8.4) 
4.3 (11 .0) 

268.5 287.9 -------
342.2 268.5 

69.4 (8.4) 

38.5 58.4 

(0.7) (12 .6) 

2.2 8.3 

109.4 45.7 
(38.0) (83.7) --- ----- -
71.4 (38.0) 

---- -
1994 

tm 

68 .7 47.4 

(5.3) 26.8 

(1.0) (23.6) 

62.4 50.6 



1995 

"" -----~~-· 

F ix e d asset s 

12 l n ran~ihk :lssct s 350.0 350.0 
13 Tan~ihlc assets 138.6 139.2 
14 lnvestm~:nrs 45.8 35.3 

534.4 524.5 

Cur r e nt asse ts 

15 Srock.~ and work in pro~rcss 94.1 92.5 
16 Debtors 765.0 803.4 
17 Dehwrs wirhin work in~ capit ;l\ facility: 

Gro ss dt.>hts 2 64.1 245.1 

___ N_<_m~~rurn_ahlc p ro ceeds (175.0) (160.3) 

89.1 84.8 
Cash at han k <1nd in hand 412.2 376.0 

1 ,360.4 1,356.7 
18 Cre d itors : amoun ts falling due 

with in 01~_:·_ycar (1,508.0) (1,521.7) 

Ne t current lia bilities (147.6) (165.0) 

Total a ssets less curre nt liabilities 386.8 359.5 
19 C red itors: amou n t s fa ll in g d ue a fte r 

more than one year (281 .7) (328.7 ) 
20 Provisions !o~ liabilities a nd cha rges (78 .2) (88.8) 

Net ass e ts/(llab illt ies) 26.9 (58.0 ) 

C a pita l a nd reser ves 
22,23 Ca lle d up sh are c apital 74 .1 73.7 

2 3 Share premiLml account 416 .5 409.0 

2 3 Goodwil l wri te off reserve (1,068.8) (1,040.2) 

2 3 O ther reserves 117.8 97.4 

2 3 Profit and loss account 482.7 397.7 
--- ---·· ··- --

Sha re owners ' funds 22.3 (62.4) 

__ M~~~~~n_r::_~.:_~-----· ... 4.4 

To t a l capita l e mploye d 26.9 (58.0 ) 

The accompanying notes form an Integral par1 o f tnis balar.ce sheet . 

Sig ned on be h a lf o f t he Hoard o n 2 Mar 1997: 

M SSorrel l 

Gr()up chief exenttil 'l' 

P W (; RicharJ~on 

Gro ufJ final/CC dirccfot 

Consolidated balance sheet 
As at 31 December 1996 

1994 1995 1994 

"" $m $m $m 

350.0 599.0 543.4 547.6 

129.7 237.2 216.1 202.9 

25.9 78.4 54.8 40.5 

505.6 914.6 814.3 791.0 

103.8 161.0 143.6 162.4 

673.9 1,308.1 1,247.4 1,054.4 

200.6 452.0 380.5 313.8 

(112.1) (299.5 ) (248.9) (175.4) 

88.5 152.5 131.6 138.4 

314 .6 705.4 583.8 492.2 

1,180.8 2,328.0 2,106.4 1,847.4 

(1,327.5) (2,580.6) (2,362.6) {2,076.9) 

(146.7) (252.6 ) (256.2) (229.5) 

358.9 662.0 558.1 561.5 

(387.7) (482 .1) (510.3) (606.6) 

(76.9) (133.8) (137.9) (120.3) 

(105.7) 4 6 .1 {90.1) (165.4) 

72.6 126.8 114.4 113.5 

406.9 712.8 635.0 636.7 

(1,032.9) (1,829.0) (1,615.0) (1,616 .0) 

103.7 201.6 151.2 162.2 

339.8 828.0 617.5 531.6 

(109.9) 38.2 (96.9) (172.0) 

4.2 7.9 6.8 66 

{105.7) 46.1 (90 .1) (165.4) 
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Notes to the consolidated profit and loss account 

1 Segment information 

The Group is the leading worldwide communications services organisation offering national and mu ltinational d ients 

a comprehensive range of communications services. These services include advertising, inform:nion ~md ..:onsu ltancy, 

public relations and public affairs, and specialist communications. The Group derives a substantial proportion of its 

revenue and operating income from North America, the Un ited Kingdom and Continental Europc and rh._· (;ruup's 

performance has historically been linked with the economic performance of these regions. However, due to th e greate r 

rate of economic growth in the world's emerging markets, in particular Asia Pacific, Latin Amcri.:a and Centra l and 

Eastern Europe, and the increasing activities of clients in such regions, these areas are contr ibuting an increasing 

proportion of the Group's business. 

Contributions by geographical area were as follows: 

Change Change 
% % 

Tu mover 

United Kingdom 770.4 6.2% 725.2 1.0% 718.4 
United States 3 ,043.9 11.4% 2,733.3 4 .7% 2.611 .6 
Continental Europe 1,595.6 2.9% 1,550.9 15.1% 1,347.6 
Asia Pacific, Latin America, Africa & Middle East 1,674.1 8.4% 1,543.7 15.5% 1,336.1 - - --- - -

7,084.0 8.1% 6.553.1 9 .0 % 6,013.7 

Revenue 

United Kingdom 317.3 7.1% 296.1 5.0% 282.1 
United States 667.2 12.2% 594.8 3.2% 576.2 
Continemal Europe 352 .6 2.6% 343.6 18.1% 290 .9 
Asia Pacific, Latin America, Africa & Middle East 354.2 10.5% 320.4 15.4% 277.7 

1,691 .3 8.8% 1,554.9 9.0% 1,426.9 

Operating profit 

United Kingdom 28.0 22.8% 22 .8 54.1% 14.8 
United States 77.5 27.7% 60.7 12.6% 53.6 
Continental Europe 38.8 - 1.0% 39.2 58.7% 24.7 
Asia Pacific, Latin America, Africa & Middle East 38 .1 42.2% 26.8 - 2 .2% 27.4 

182.4 22.0% 149.5 24.1% 120.5 

There is no significant cross-border trading. 
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Notes to the consolidated profit and loss account 

Contribut ions h ~· opcrat i n~ sc..:tor were as fo llows: 

1996 Chongo 1995 Chaogo 1,.. 
- ---- <m " £m " £m 
Turn over 

Advertising 
6 ,023.6 7.3% 5,613.9 9.3% 5,137.5 

Information anJ consulrancv 273.0 9.9% 248.5 9.6% 226.7 
Public relations and puhlic ~Hai rs 106.5 8.9% 97.8 1.9% 96.0 
Special ist corn rn u n i..:ario ns 680.9 14.8% 592.9 7.1% 553.5 

7,084.0 8.1% 6,553.1 9.0% 6,013.7 
Revenue 

Adverti si ng 
930.2 7.6% 864.8 11.7% n4.4 

Informat ion and consulrancv 2 73.0 9.9% 248.5 9.6% 226.7 
Public rclarions and puhlic ;Hairs 106.5 8.9% 97.8 1.9% 96.0 
Speciali_~-~~~~2.~ni cations 381 .6 11 .0% 343.8 4.2% 329.8 

1,691.3 8.8% 1,554.9 9.0% 1,426.9 

Ope rating pro f it/(loss) 

Adverti s ing 
125.3 15.5% 108.5 18.4% 91.6 

In formation a n d c onsultancy 
22.0 19.6% 18.4 44.9% 12.7 

Public re lations and publi c affairs 3.7 260.9% (2.3) 61.0% (5.9) 
Spcciali~ communications 

3 1.4 26.1% 24.9 12.7% 22.1 

182.4 22.0% 149.5 24.1% 120.5 

2 Ope r a t i n g exp enses 

111!UI 1995 "" <m £m £m 

Total s taff costs (note 3) 852.4 799.2 736.3 
Establishment costs 137.0 132.1 125.5 
Other operating expenses (net) 276.6 260.9 233.8 
Share of profits of associated undertakings before tax (12.3) (14.5) (12.3) 
Loss on sa le of tang ible fixed assets 0.4 0.8 0.1 

1,254.1 1,178.5 1,083.4 

Operat i n g exp e n ses inc lude: 

Deprec iat i o~ 28.4 26.2 26.6 

Prope rty ope rating lease rentals 81 .7 86.0 90.7 

Auditors' remum•rati o n : 
Au dit fees 

- Arthur Andersen 1.8 1.8 1.8 
- other 0 .3 0 .3 0.3 

- - ---- ·-- - - 2.1 2.1 2.1 

Fees in respect o f other ad visory work 2.0 1.8 2.6 



Notes to the consolidated profit and loss account 

2 Operating expenses continued 

Minimum committed annual rentals 

3 

Amounts payable in 1997 under the foregoing leases will be as follows: 

Plant and machinery Property 
19 97 1996 1995 

£:m £m 
1996 1995 

£m £m 

In respect of operating leases which expire: 
- within 1 year 4.7 4.9 5.6 7.9 14 .9 8.8 
-within 2-5 years 9.1 11.2 10.1 15.6 9.6 21.6 
-afterS years 0.3 0.9 45.7 55.4 58.7 

14.1 17.0 15.7 69.2 79.9 89.1 

Future minimum annual amounts payable under lease commitments in existence at 31 Decem her 1996 are as fo llows: 

Minimum Less 
rental sublet 

payments rentals payment 
£m £m £m 

Year ended 31 December 
1997 83.3 (4.3) 79.0 
1998 79.1 (4.1) 75.0 
1999 77.3 (4 .1) 73.2 
2000 70.6 (3.8) 66.8 
2001 66.0 (3.6) 62.4 
Later years (to 2009) 371.9 (20.6) 351.3 ·--- - --

748 .2 (40.5) 707.7 

Our people 

Our staff numbers averaged 21,166 against 20,152 in 1995, up 5.0%. Their geographical di stribution was as fo llows: 

United Kingdom 
United States 
Continental Europe 
Asia Pacific, Latin America, Africa & Middle East 

Number 

3,673 

6 ,387 

4 ,004 

.. _ ____ - .!! ~2 
21,166 

1994 
Number Number 

3.503 3.327 

6 ,164 6,191 

3,793 3,646 

6.692 6,034 - --··- - --
20,152 19,198 

At the end of 1996 staff numbers were 22,102 compared with 20,412 at the end of 1995, op('ratin~ from over SOO offices 

in 90 countries. 
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Notes to the consolidated profit and loss account 

Total s taff <,;<>~t~ \\'l'rl· madt.' up as follows: 

---------------------=~-=--~ 1996 "'' "'' 
Wages and snl;lrics 
Paymen ts anJ prm·isions durged unde r short- and long-term incentive plans 
Social sc..:urity ..:osts 
Other pens ion o.:osts 
O ther s taff o.:osrs 

Staff cos t to r e venu e ratio 

Directors' l"moluml'ntS ;H l' dis..:loscd on page 42. 

£m 

613.8 
56.7 

70.4 

22.9 
88.6 

852.4 

50.4% 

£m £m 

569.3 526.4 

49.3 36.0 

66.7 63.2 

25.1 22.7 

88.8 88.0 

799.2 736.3 

51.4% 51.6% 

4 N_•_•_;n_•_•_••_s~p-~yable and sim_;_'•_•_c_h•_•::_••_•- --------------c=----;::;;;---;;;;:-
1996 "" "'' 

On hank loans anJ O\"t:rdrafts, and o ther lo ans 
- repayable within f ive ye;us, h v instalments 
- rcpayahlc within five years, n~r by instalments 
- on a ll other loans 

Interest payable 
Interest receivable 

Ner inrc:rcsr p aynh lc 

21.5 

8.0 
0.2 

20.7 

(11.5) 

18.2 

"" "" 
26.1 25.4 

9.7 9.7 

0.5 0.5 

36.3 35.6 

(10.8) (8.8) 

25.5 26.8 

10.S» 10.3 8.4 

29.1 35.8 35.2 
C harges in re~pc:~_r_ of w_:"'::_~kc:;n:!:gC::'~"P::i'~"~l f~ao~i~li tc:iec:_s _ ___________ _ ...:::~---;;;-:--:;-:;-

Net imcrc~r payable ft·ll to£ IH-2 m illion from £25.5 million, reflecting improved profitability and cash flow, and lower 

US interest rates. 

In previous! y reported fi~urt:s t he working capital facility charges were charged against operating profits. 

The wci~htcd average inrerest rate on short-term bor rowings at 31 December 1996 was 6.4% (1995: 6.8% and 

1994: 7.X'Y., ). The dfc.:tivt~ interest rate on long-term borrowings was 6.9% as at 31 December 1996 (1995: 7.3%; 

1994: 7.2%). including a marp.in o f 1.1% over US dollar LIBOR. 

Derivative financial ins t ruments 

The Group entered inro vario us types of US dollar inrerest rate contracts in managing in interest rare risk, as below. 

The rarcs helow l'xdudc m.ugin a_n_d _he_d_::g_in:_g_co_' _"_· -----,=----- ----:=-- ------::;;;;---

'"' 
, ... 

Swaps c ... ..... Caps ..... Caps 
------~-· 

Notional principal amount $300m nil $300m $100m S200m $.300m 

Average pay rare 5 .79% n/a 5.79% n/a 5.64% n/a 

Average receive ra te LIB OR n/a LIBOR n/a UBOR n/a 

Averaj!;e fi xed .:ap rare n/a n/a n/a 5.50% n/a 5.83% 

Average rcrm 6 monthly n/a 6monthly 6monthly 6monthty 6monthly 

l.a rest matu ritv dart' Jan 2001 n/a Jan 2001 Jan 1998 Jan 1999 Jan 1998 



Notes to the consolidated profit and loss account 

4 Net interest payable and similar charges continued 

The Group enters into interest rate swap agreements to reduce the impact of changes in interest rates on its float ing 

rate debt. Under the swap agreements the Group agrees with other parties to exchange, at spn:ificJ intervals, 

the difference between the fixed strike rate and prevailing floating US dollar LIBOR calculated hy reference eo the 

agreed notional principal amount. 
The differential paid or received by the Group on the swap agreements is charged/(creditcd) to inrcrL·st expense 

in the year to which it relates. 
The term of such instruments is not greater than the term of the debt being hedged and any anticipated rcfinandng 

or extension of the debt. 
The Group is exposed to credit-related losses in the event of non-perfo rmance by counrerpartics to finan~.:ial 

instruments, but it does not expect any counterpanies to fail to meet their obligations given the Group's roli~.:y 

of selecting only counterparties with high credit ratings. 
The Group does not utilise any other derivative financial instruments. 

5 Tax on profit on ordinary activities 

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

Corporation tax at 33% (1995 and 1994: 33%) 
Deferred taxation 
Overseas taxation 
Tax on profits of associate companies 
Advance corporation tax written off 

Effect ive tax rate on profit before tax 

The following table reconciles the Group's tax to the United Kingdom statutory rate of 33%: 

4.2 

40.2 
5.4 

0.8 

50.6 

33% 

1996 

0 .8 

31.9 
6 .8 
3 .7 

43.2 

38% 

, ... 
0 ,, 

3.7 

25.4 
4.3 

2.3 

35.8 

42% 

1994 
rm ·-- ----- -

Tax on pre-tax income at statutory rates of 33% 

Effects of: 
Permanent differences between expenditures charged 
in arriving at income and expenditures allowed for tax purposes 
Utilisation of tax losses brought forward 
Unused tax losses carried forward 
Differences between UK and overseas statutory standard tax rates 
Advance corporation tax written off 

Tax on profit on ordinary activities 

50.6 

3.7 
(7.3) 

2 .6 

0 .2 

0.8 

50.6 

37.5 28.1 

(1.7) 4 .8 
(1.6) (7.0) 

2.7 u 
2.6 5.9 

3.7 2.3 

43.2 35 .8 



Notes to the consolidated profit and loss account 

6 Ordinary and preference div idends 

Ordin a ry diviJ,_. IH.I 

19 96 1995 1994 19116 1995 1994 

Pence per share (net) £m £m £m 

Interim dividend p;1 iJ 
Final d ividend propos ... ·J 

0.556p 0.445p 0.385p 4.1 ~· 
2.8 

1.144p 0.865p 0.750p 8.3 6.4 

1.7p 1.31p 1.135p 12.4 9.7 

Prefcren~c dividends ttltalling £1. 1 m ill ion ( 1.7ct per share) were paid in 1994 in respect of the Group's Convertible 

Cumulan vc Rcd ... · ... ·mahk Pn..' ft . .'rc n (:L' shares, w hich were converted into ordinary shares in early 1995. 

5.4 

8.2 

7 Earnings per ordinary share . . 

Basic c~rnings per sha re h ;lVt . .' ht:cn cnkulared using earnings of £100.0 million (1995: £68.7 million, 1994: £46'3 nulhon) 

and wc•ghred a\'t:r3 AL' shMcs in issue during the year of 728,263,475 shares (1995: 722,550,473 shares, 
1994: 589,802,460 shar~s) 

Full y dilun.·d earnings ~t.'r sha re have been cnlculared on a weighted average of 767,570,424 shares 11995: 756'641'018 

shares, 1994: 734•74H,662 shares). This rakes into account the exercise of employee share options where tb.ese are 
expec ted to dilute earnings. 

\VI'I'GI<>uppk 7 3 



Notes to the consolidated cash flow statement 

8 Sources of finance 

The fo llowing table is a supplementary disclosure to the consol idated cash flow statemen t, sumnurisin~ rhl· l'q u iry and 

debt financing of the Group, and changes during the year. 
---~---

1996 1995 1994 
Debt Shares Debt Shares Debt 

Cm Cm 
----- -

Analysis of changes In financing during 1996, 

1995 and 1994 

Beginning of year 482.7 479.5 306.5 455.1 371.6 
Conversion of Convertible Cumulative 

1.0 23.6 
7.9 2 .2 0.8 

Redeemable Preference shares 
Other issues of share capital 
Repayment of bank loans (40.5) (20.6) (47.2) 
Increase/( reduct ion) in drawings on bank loans 
Amorrisation/(payment) of financing costs 

included in net debt 

4 .4 

1.2 

(12. 1) (1.4) 

(5.4) 
Exchange adjustments on long-term borrowings (20.5) 24 (19.3) 
Loan notes issued in respect of acquisitions in prior years 2.8 

End of year 490.6 215.4 482.7 270.8 479.5 306.5 

The above table excludes bank overdrafts which fall within cash for the purposes of the consolidated cash flow statement. 

Shares 

At 31 December 1996, the Company's share base was entirel y composed of ordinary equity sha re c:1piral and shart· 

premium of £490.6 million (1995: £482.7 million, 1994: equity share capital and share premium of £47]. 1 mill ion and 
non-equity interests of £6.4 million), further details of which are disclosed in notes 22 and 23 . 

Debt 

Credit Facility Agreement 

The majority of the Group's debt is funded under a $800 million syndicated Credit Facility AgrL"emenr dated Au~ust \ 995. 

The initial facility comprised $400 mill ion of term debt and a $400 mi llion working capital faci lity, which cove red the 

majority of its facility requirements. At the year-end term borrowings of $325 mi ll ion were outstanding 

(1995: $380 million) and are repayable in instalments of $65 mill ion during 1997,$75 mil lion duri ng 199H, $~5 mi ll ion 

during 1999 and the balance of $100 million by August 2000. The Group's syndicated term and workin~ .:api ral , and 

other borrowings drawn down under the agreement at 31 December 1996 total led $.354. 1 mil lion ( 1995: $420.2 million). 

Interest on the majority of the Group's borrowings is payable at a margin of between 0 .75'Y,, and 1.375'Y., 

over US dollar LIBOR (determ ined by the level of borrowing and on certain covenant .:onditions he in~ mr.-t) and, 

for a significant proportion of borrowings, is hedged for the next th ree to four years at US dollar I.I BOR rates off>% 

or less (exclud ing margin and hedging costs). 

Borrowings under the Credit Facility Agreement are secured by guaranter.-s given by various of t hr.- C roup's opt·ratin~ 

subsidiaries and pledges of the issued share capital of certain companies which own rhc majority of the (;roup's opr.- rarin~ 

subsidiaries, and are governed by certain financial covenants hased on the results and finan.:ial pos irinn of tht· C rou p. 

Other facilities 

The Group's debt also included amounts funded by certain other medium-term finan.:ing arran~enwrns, and unsc.: urcd 

loan notes wh ich were repaid during 1996. 
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Notes to the consolidated cash flow statement 

T he followin!!, uhk· j.., ;Ul .m;dysis of n N funds/(debr) with debt analysed by year of repayment: 

Debt 
W ithin I yt·ar 
Between 1 and 2 n.·ars 
Between 2 anJ S ycnrs 
Over 5 yc:trs - h~· ins t;l lmc nts 

D ebt f i n a nci ng under the Cre dit Facility Agre ement 

and from uns ecu red loan n o t es 

Short-term h <l nk l o:~ns :tnd overdrafts - within 1 year 
Cash at hank a nd in h and 

Net funds/(de bt) 

Chongo 
In year 

£m £m 

(48.1) (9.9) 

(43.8) (0.1) 

(122.6) 65.3 

(0.9) 0.1 

(215.4) 55.4 

(37.e ) (3.8) 

412.2 36.2 

159.2 87.8 

9 Reco n c iliation o f ope rating profit to ne t cash inflow from operating activities 

Notes 

Ope l'"ating profit 

13 Depreciation char~e 
Decrease in work in~ capita l and provisio ns 
Sha ~c of associa ted undertaking pro fi ts before tax 

~~~:_n~s and ~rh_:_:_ re~o7c ipts from associated undertakings 

Profit of asso ..:iatcs less dividend received 

c ..... 
1995 inyear 

£m £m 

(38.2) (22.5) 

(43.7) 1.2 

(187.9) 57.0 

(1.0) 0.0 

(270.8) 35.7 
(33.8) 12.3 

376.0 61.4 

71.4 109.4 

1996 "" £m £m 

182.4 149.5 

28.4 26.2 

33.7 68.8 

(12.3) (14.5) 

5 .1 5.0 

(7.2) (9.5) 

1,.. 
£m 

(15.7) 

(44.9) 

(244 .9) 

(1.0) 

(306.5) 

(46.1) 

314.6 

(38.0 ) 

1994 
£m 

1"20.5 
26.6 
27.1 

(12.3) 
4.5 

(7.8) 

Lo ss on sa!_:_o~~~gihle'_f'Cix~<~d_"'~"~"~'---------------::::':----:;;';;---;;~ 
Ne t cash inf low from o p e ra ting activitie s 

... 0.8 0.1 

237.7 235.8 166.5 

The fo llo w ing table analyses the changes in working capital and provisions in 1996, 1995 and 1994 that have contributed 

to the ~~r ___ : ash_ in flow from operating act ivities in the consolidated cash now statement: 
1996 1995 1994 

£m 
.. -- -·-·--------- --- --- ---,---,-:-:-__ __::<m::,_ _ _:<m::;_ __ 

Ana lys is of c h a nge In w o rking c a p ital a nd provisions during 1996, 1995 and 1994 
(lnc reasc)ldel.:reasc in stocks and work in progress 
(lncreasc)/dec rcasc in debtors 
lnc rcase/(dccn::ase) in credito rs- short-term 

- long-term 

(8.6) 

(12.8) 
8 3.6 

15 .4 

12.7 (28.8) 

(107.9) (95.2) 

154.0 164.8 

0.2 (11.6) 

~~'=-~-~-e~/incr.:_~~e in p rovision'_' - --- - ------- - ----"==:'----:::::--- --:;-:-; 
De crease in workin g cap ital and provisio ns 

(13 .9) 9 .8 (1.9) 

33.7 68.8 27.1 
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Notes to the consolidated cash flow statement 

10 Analysis of non-operating cash flows 

The following tables analyse the items included within the main cash flow headings on pa~e 6 6: 

Returns on Investments and servicing of f inance 

Interest and similar charges paid (39.1) (48.1) (46.4) 

Interest received 11 . 7 10.8 9 .4 

Dividends paid to minorities (0.8) (1.3) (1 .5) 

Net cash outflow (28.2} (38.6) (38 .5) 

Capital expenditure and financial Investment 

Purchase of tangible fixed assetS (note 13) (35.7) (35.0 ) {30.0) 

Purchase of own shares by ESOP trust (note 14) (6.9) (6 .2 } 

Proceeds from sale of tangible fixed assets 1 .6 2.1 1.8 

Net cash outflow (41.0) (39.1) (28.2) 

Financing activities 

Net repayment of bank loans (40.5) (20.6) (47.8) 

lncrease/(reducrion) in drawings on bank loans 4.4 (12 .1) (1.4) 
Financing costs 1.2 (5.8) (9.2) 

Proceeds from issue of shares 3.4 

Net cash outflow {31.5) (38.5) (58.4) 
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11 Segme nt Information 

Assets b y ~co~r:tphi ...:al ;H l'<l we n · a s fo llo ws: 

United Kingdom 
United Stare-s 
Continenta l Europe 

Asia Pacific, Lar_il_l_:_~,~_:~ icn, Africa & M idd le East 

N e t in terest h c:uing funds/(dch r) 

Net assets/(llabilities) in the consolidated balance s h eet 

Notes to the consolidated balance sheet 

Non·intenntbea!lng 
Total assets employed assets/( liabilities) 

1996 1995 1994 1996 1995 1994 
£m £m £m £m £m £m 

349.5 292.5 272.1 26.7 13.7 24.1 

497.9 508.1 558.5 (260.9) (253.7) (240.2) 

508.5 564.5 447.1 22.1 30.5 36.3 

538.9 516.1 408.7 79.8 80.1 112.1 

1,894.8 1,881.2 1,686.4 (132 .3) (129.4) (67.7) 

15 9 .2 71.4 (38.0) 

26.9 (58.0) (105.7) 

Asset s h y ope rating se c t o r were as fo llows: 

--------------------~==-~-Noll-interestbearing 

Advertis ing 
Info rmation and consulta ncy 
Public relations and public affairs 

Total assets employed 

1996 1995 1994 
£m £m 

1,424.4 1,511.0 1,282.3 

101.3 131.3 119.4 

133.8 62.5 66.5 

assetsl(liabililies) 

1998 '"' 
1,.. 

[m £m 

(123.7) (144.4) (97.2) 

(0.9) 1.6 12.1 

4.0 10.4 12.0 

236.3 176.4 218.2 (11.7) 3.0 5.4 

1,881.2 1,686.4 (132.3) (129.4) (67.7) 
Specia lis t com~.~nicarions ---------~~~-~~-~~-::~=---;:~;;---;-;;; 

1,894.8 

Net interest hearing fu:"n~d~,/~(d'."':':bt~) ---,,---,--,-------------~~--;;;';;;-~~';, 
Net assets/(llabilltles) In the consolidated b a lance sheet 

159.2 71.4 (38.0 ) 

28.9 (58.0) (105.7) 

Certa in item s, induJing the valuation o f corporate brand names, have been allocated within the above analyses on the 

basis o f the revenue o f the subsidiary undertakings to which they relate. 

12 Inta ngible fixed assets 

--------------------------------------------7.1.~.~. -----,1~995~--~1~~ 
£m £m 

Corporate brand na m es 350.0 350.0 350.0 

Corpora te b rand na m es represent the directors' valuation of the brand names J. Waiter Thompson and Hill and Knowlton 

which we re 11rig ina lly V<llued in !988, and Ogilvy & Mather Worldwide acquired in 1989 as part of The Ogilvy Group, 

Inc. These assets have bt•en valued in accordance with the Group's accounting policy for intangible fixed assets. 

In the course o f t heir an nual review the directors consulted their advisers, The Henley Centre and HSBC Samuel Monragu. 
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Notes to the consolidated balance sheet 

13 Tangible fixed assets 

The movements in 1996 and 1995 were as follows: 

Land and buildings Fix tures 
Short fittings and 

equipment 
Coat: Cm 

------ --
1 January 1995 11.8 98.0 140.9 250.7 

Additions 1.0 10 .1 23.9 35.0 

Disposals (0.5) (2.9) (5.6) (9.0) 

Exchange adjustments 3.8 3 .7 7.5 

31 December 1995 12.3 109.0 162.9 284.2 

Additions 1.4 7.1 27.2 35.7 

New acquisitions 0.1 5.2 5 .3 

Disposals (0.5) (1.6) (1.6) {8.7) 

Exchange adjustments (0.9) (10 .3) (18.7) (29.9) 

31 December 1996 12.3 104.3 175 .0 286.6 

Depreciation : 
1 January 1995 2 .6 30.5 87.9 121.0 
Charge 0.4 7.0 18.8 26.2 
Disposa\s (0.3) (1.9) (3.9) (6.1) 

Exchange adjustments 1.5 2.4 3.9 

31 December 1995 2 .7 37.1 105.2 145.0 

Charge 0.2 7.0 21 .2 28.4 

Disposals (0.3) {0.6) (0.8) (6.7) 

Exchange adjustments (0.2) (4 .9) (13.6) (18 .7 ) 

31 December 1996 2.4 38.6 112.0 148.0 

Net book value: 
31 December 1996 ... 65.7 63 .0 138.6 

31 December 1995 9 .6 71.9 57.7 139.2 
------·----

1 January 1995 9.2 67.5 53.0 129.7 

Leased assets (other than leasehold property ) included above have a net book value of l !. S million ( 1995: £1.6 million, 

1994:£2.0 million). 

At the end of the year, capital comm itments contracted, but not provid ed for we re: 

Capital commitments 0.3 
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Notes to the consolidated balance sheet 

14 Fixed asset investments 

The following <Hl" in .. :ludo.:d in th•.: net -::'":::"':::k:::":::"':::"::_e:::of:::f:::ix:::ed::_:::":::_":::_':::;o:::_v<:::':::'m:::e:::n:::"_,' =:=:;----;;;;;;---o;;;;;----
Associated Total Owo othe• 

undertakings £m shares investments 
£m £m 

1 Janua ry 1995 
Additions 
Share of profits ;l f r..: r ta x ot associated undertakings 
Dividends a nd other n.:..:cipts 
Exchange ;:u1ius~!ncnrs 

31 Deccmhcr 199.'i 
Additions 
Associates now CtHlsoliJareJ 

Share of profits nftt:r t;\x of nsso~:inted undertakings 
Dividends and orht•r n.:c ... · ipts 

£m 

21.7 

7.7 

(5.0) 

(0.8) 

4.2 

6.2 

10.4 
6.9 

1.3 

1.3 
2.2 

25.9 
7.5 

7.7 

(5.0) 

(0.8) 

35.3 
10.1 

(1.2) 

6.9 
(5.1) 

(0.2 ) 

Exchange adi~~~':!~ ~::_ 

23.6 
1.0 

(1.2) 

6.9 

(5.1) 

(0.2) 

17.3 
3 .!5 45.8 

31 Decemb er 1996 25.0 

The Group's prim:ip;l l ;\ SSo<.:i;ttcd undertakings include: 

%owned eoun~ 
·,-,-- - -------------"_c_:;;;-- - - India 

Hindustan Thompson Associ;.ltcs Limited 49 South AfriCa 
Ogilvy & Marhcr Rij.;htford Pry 40 Netherlands 
Mediacenrcr BY 50 
-------- . I ee Share Option Plan 
The Compnny's ~old m~~ of own shnrcs nre stnted at cost, and represent purchases by the ~mp oy·term incentive plan 
('ESOP') trust ot shar('S m WPP Group pk for the purpose of funding certain of the Groups long 

liabilities, d ctn ils ()f which <\n: disclosed in the Compensation committee report on pages 47 _to ~~-nds provided by rhe 

The trustees of the ESOP purchase the Company's ordinary shares in the open market usm!nable it ro meet irs 

Comp~ny. The C ompany a lso has nn o bligation to make regular contributions to the ES~P tO b the trustees other than 

admimstrativc cos ts. R1ghts to dividends on certain shares held by the plan have been wa•ve:er : he Trustee Investment 
O.Olp per share to ensure rhat the sha res continue to qualify as wider-range investments un 

Act 1961. at 31 December 1996 
The nurnb(:r and n1arkct value of the ordinary shares of the Company held by the ES?~ 994. £6.0 million) 

was 13,74X,62H ( \ 995: \ 1,2H2,693 , 1994: 5,469,031) and £34.9 million (1995: £18.5 m•lhon, 1 · 

respectively. 

1S Stocks and work In progress 

The fo llowing a re included in the net hook value of stocks and work in progress: 
1SISI6 1995 

tm 

0 .5 0 .6 

Raw materia ls and consuma hles 90.8 88.5 
3.4 

1994 

0 .5 
99.9 

3.4 Work in pro gress 

Finished ~<_wds_an~ _goods_!o ':...r:~~~·-----------------~--;:;;---~~ 
... 

94.1 92.5 103.8 
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Notes to the consolidated balance sheet 

16 Debtors 

The following are included in debtors: 

Amounts falling due within one year: 

Trade debtors outside working capital facility 
VAT and sales taxes recoverable 
Corporate income taxes recoverable 
Other debtors 
Prepayments and accrued income 

Amounts falling due after more than one year: 

Other debtors 
Prepayments and accrued income 

Movements on bad debt provisions were as follows: 

Balance at beginning of year 
Chargedl(credited): 

To costs and expenses 
Exchange adjustments 

Other 

Balance at end of year 

601.1 

11.9 

12.6 

84.7 

43.0 

753.3 

8.3 

3.4 

11 .7 

765.0 

17.3 

5.1 

(1.8) 

(5.9) 

14.7 

638.6 538.5 

13.6 8.3 
4.1 4.4 

83.7 46.0 
41.3 46.2 

781.3 643.4 

17.2 24.7 

4.9 5.8 

22.1 30.5 

803.4 673.9 

18.5 15.2 

3.5 2.8 
0.6 (0.3) 

(5.3) 0 .8 

17.3 18.5 

The allowance for doubtful debts is equ ivalent to 2.1% (1995: 2.3%, 1994: 2.9%) of gross trade a!.:counts rc!.:civahle. 

17 Debtors within working capital facility 

The following are included in debtors within the Group's working capital facilities: 

Gross debts 
Non-returnable proceeds 

1996 
tm 

264.1 

- - - ----------- (175.0) 

89.1 

1994 

245.1 200.6 

(160.3) (11 2.1) 

84.8 88.5 

Within the Group's overall working capita l facilities, certa in trade debts have been assigned as secu rit y a~ainst the advan!.:e 

of cash. This security is represented by the assignment of a pool of trade debts, held by one of the Group's subsidiaries, 

to a trust for the benefit of the providers of this working capital facility. The financing provided against this pool rakes into 

account, inter alia, the risks that may be attached to individ ual debtors and the expected collection period. 

The Group is not obliged (and does not intend ) to support any cred it-related losses arisin~ from the assigned dehts 

against which cash has been advanced. The providers of the finance have confirmed in writing that, in th e event of defau lt 

in payment by a dehtor, they will only seek repayment of cash advanced from the remainder of t hl· pnnl nf debts in whi~·h 

they hold an interest, and that repayment will not be sought fro m the Group in any other way. 
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Notes to the consolidated balance sheet 

18 Creditors: amounts f alling due within one year 

The following <HL' in,:hu.kd in ..:n:di _w_'_'_fo_ll_;"_:_"_d_"_' _w_irh_;_n _o"_'_:_Y_"_"--------=-- = - -= 
1996 1995 "'' £m £m £m 

85.7 70.1 57.1 

1.9 4.7 
Bank loans and o\'l·rdrnfrs ( nor~,_· H) 
Unsecured lonn 1Hlrt,:s (note H) 
Trade crcdiroro,; 952.8 1,008.7 861.5 

Corpornrc in...:on H: T:l XL'S p ;ly<thlc 
Other r:-.xnrion and so..:i ;l l SL'<.:uritv 
Dividends p ropost.:d · 
Othe r creditors :md :1..:..:rua ls 
Deferred in..:omc 
----·- ·- --

38.8 
57.7 ... 

263.6 

101.1 

1,508.0 

Bank loa ns and ovL·rdrafts in..:ludc ovc:rdrafts of £37.6 million (1995: £33.8 million, 1994:£46.1 million). 

19 Creditors : amounts falling due after more than one year 

T he fn llowin).! arc im: ludcd in creditors fn ll ing due after more than one year: 

1998 

23.5 24.3 

60.6 46.9 

6.4 5.5 

273.8 286.4 

76.7 41.1 

1,521.7 1,327.5 

"'' 1"' 
£m 

Bank loans··- -----------------------~~-~;--2.7.2 
£m 

187.3 230.8 287.2 

Unsecured loan notes 
Corporate income taxl'S payahlc 

Other crcd~r~_s .~~-d_a..:..: r "'u a'.!_l ':_ ________ _ _ _ _ _____ ~;:;:;---;;.;-;---;g,:? 

1.8 3.6 

85.3 66.7 58.2 

49.1 29.4 38.7 

281.7 328.7 387.7 

Fu rthe r derails o f thl· Croup's hank loans and loan notes are included in note 8. 
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Notes to the consolidated balance sheet 

20 Provisions for liabilities and charges, and contingent liabilities 

The movement in the year on provisions comprises: 

taxation 
£m 

1 January 1995 7.5 

Charged w the profit and loss account 0.8 

Ud lised 
Transfers (1.4) 

Exchange adjustments (0.2) 

31 December 1995 6.7 

Charged in profit and loss account 
Utilised 
Transfers 3.0 

Exchange adjustments 0 .2 

31 December 1996 9.9 

Deferred taxation 

Long-term 
Pension incentive 

and other Pro perty plans 
£m £m 

43.1 13.2 13.1 

5.8 16.2 
(0 .7 ) (6.2 ) (7.5 ) 

(0.3) 3 .2 

2.1 0 .1 

50.0 10.3 21.8 

5.0 14 .2 

(2.3) (2.0) (1 2 .6) 
(0 .9) (8.3) 

(6.1) (0 .8) 

45.7 22.6 

Deferred tax has been provided to the extent that the directors have concluded that it is probable that liabi liti es will 

crystallise. No provision is made for tax that would arise on rhe remittance of overseas earn ings. There is no material 

unprovided deferred tax at 31 Decem!xr 1996. 

Deferred tax assets: 
Unutilised tax losses 26.8 31 .3 
Deferred compensation 27.1 26.2 
Acquistion related provisions (principally property, 

working capital and staff-related liabilities) 9.9 15.9 
Advance corporation tax wr itten off 6.8 6.0 

Other 5.0 5.8 

Intercompany interest payable not paid 3.7 

External interest payable not paid 2.4 2 .3 

78.0 91.2 

Less: 
Provision against deferred tax assets 6 6 .4 77.9 

Deferred tax liabilities: 
Accelerated capital allowances 6 .7 6 .4 

Interest receivable 12 . 7 12 .8 

Other 2.1 0 .8 

Temporary timing differences 21.5 20.0 

9.9 6.7 
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To ta l 

76.9 

22.8 
(14.4) 

1.5 

2 0 

88.6 

19.2 

(16.9) 

(6.2) 

(6 .7) 

78.2 

39.7 
19.3 

22.9 

2 .3 

4 .1 

8 .6 

3 .9 

100 .8 

87.1 

7.8 

10.9 

2 .5 

21.2 

7.5 
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The provision aga inst <..k·t ... ·rn:J tax nsscrs represents a provision for uncertainty as to the realisation of the Group's 
de ferred t ;lx ;l s.,~·ts. The IH:t d e...:n::as<..· in the year in the total provision was £11.5 million (1995: £9.2 million; 1994: 
£9.2 mi ll ion). 

Suhsra nri:tl portions of unuti lised rax losses relate ro tax losses arising in the US. These losses do not expire for more 

than ten years. LIK ltlSSL"S m:ty he ..::arried forward for an indefinite period. The life of losses carried forward in other 

internarion;t\ iurisdi..:rions V;tri ... ·s ;h.:corJing to local tax laws. Deferred rax liabilities and assets attributable to different 

tax jurisJi~.:tions han· not been offset. 

Pension provis ions and pension arrangements 

Compnnic.:s w it h in rht.: (;nnlp t1per:1rc a large number of pension schemes, the forms and benefiu of which vary with 

conditill!ls :1nd pr:1..: ri ..:L·s in rhL' ..:<mnrrics concerned. T he schemes are administered by trustees and, in mosrcases, 
arc indcpL·n1.knt of the.: G roup. 

Pension and othc.:r provis ions rebtcd primarily to unfunded pension costs which are provided for in the Group's 

balance sheet, and :1risc main ly in the United Smres and Continental Europe. 

The Group 's pc.:nsion ..:osts :uc analysed ns follows: .... 1995 "" £m 

Def;ncd comcih~, ;;~n •ch-cm-c,------ --------::::::-----:;;;- -;;a 
~'2~fir sche~n~e~'---------------------::7---~';--22:7 

tm £m 

15.4 1.6.9 14.8 

7.5 8.2 7.9 .... 25.1 22.7 

Where d t:finc.:J hc.:nc.:fit s..:h cnu:s exist the pension cost is assessed in accordance with the advice of qualified actuaries using 

the projccrc.:d un it ..:rL•Jir nnd anained age methods. T he latest actuarial assessments ofthe schemes were undertaken within 
the last three years. 

Details o f actuarial valuations over the last three years are as follows: 

Assuntp tions 
Return o n plan a ssets 
Salary increa ses 
Pension inc rea ses 
Assess1nents 
M a rket va lue of pla n assets a t ye:1r end 
Value of a sset s to hene fir s ratio 

Other provis io ns 

per • nnum 

9% 
5-8% 
3-6% 

£121m 

103% 

1994 
peraMum per annum 

... ... 
4-8% 4-8% 

3-6% 3-6% 

£99.2m £112m 

102% 104% 

Properry provis io ns comprised amounts set aside in respect of certain property leases carrying commitments in excess 

of foreseeable rcqll irements and for suhlet losses. 
l.on~-term incen t ive p lans are operated by certain of the Group's subsidiaries, the provision representing accrued 

compensation to .11 December !996 that may hecome payable after more than one year, as described in the Compensation 

comm ittee re p11rt tm pages 4 7 ro .'i5. 

Contingent liabilities 

The Compa n y <lnd v;lrious \lf its subsid iaries arc, from time to time, panics to legal proceedings and claims which arise 

in the ordinary <.:ollrSt' t>f business. ThL' di rc.:nors do not anticipate that the our..:ome of these proceedings and daims will 

have a matcri,l l aJ vL'fSL'" c ft'e..:t on the Group's fi mm..:ia l position or on the results of its operations. 
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21 Fair value of financial Instruments 

Derivative financial instruments 

The fair value of derivatives, based on the amount that would be received if the Group had sought ro entt:r inro such 

financial instruments, based on quoted market prices where possible, was as follows: 

31 December1996 

Swaps 
£m 

Caps 
£m 

Swaps 
£m 

Caps 
£m 

Fair value 
Book value 

Nonwderivative financial instruments 

5.0 

nil 

n/a 

n/a 

2.1 

nil 

The Group estimates that the aggregate fair value of non-derivative financial instruments at 31 Decem her \996 does not 

differ materially from their aggregate carrying values recorded in the consolidated balance sheer. 

The Group has used the methods and assumptions detailed below to estimate the fair values of the Group's financial 

instruments at 31 December 1996. 

n/a 

n/a 

Cash, accounts receivable, accounts payable, overdrafts and short-term borrowings- considered to approximate to fair 

value because of the short maturity of such instruments. 

Long-term borrowings- considered to approximate to fair value based on available market information and because 

a proportion has been settled early at par. In addition interest is payable at a variable rate linked to US dollar LIBOR. 

Considerable judgement is necessarily required in interpreting market data to develop the estimates of fair value, and, 

accordingly, the estimates are not necessarily indicative of the amounts that could be realised in a current market exchange. 
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22 Authorised and issu e d s h a r e capita l 

Autho rised: 

Equ ity o rd inary s hares of lOp each 
Equ it y lllld<1ss i fi e J shnres of $0.10 each 
Non-equ ity C:onvcrrihle C umulative Redeemable 

Prefe rence (CCRPl shares of $0.10 each 

Issu e d: 

Equity o~dinary shares of l Op each 
N on-equ1 t y C:onveniblc Cumulative Redeemable 

Prefe re nce (CCRP) shares of $0. 10 each 

Movemenls in each year are shown in note 23. 

Notes to the consolidated balance sheet 

1996 
Number Number 

£m 

1,000 100.0 

236.8 15.2 

799.7 80.0 
226.2 14.5 

1,000 100.0 

23.0 1.2 33.5 1.8 

1996 1998 1995 "" Number 
£m 

741.4 74.1 737.0 73.7 720.5 72.0 

10.5 0.6 

At the 1996 annua l ~cneral met•tin~. share owners approved a resolution cancelling all outstanding authorised unclassified 
shares a n d CCRP shares. 

Warrants 

S,O? l ,Ol.'i subscription W:lrrants, each of which carried the r ight to subscribe for one ordinary share ofthe Company 

on 3 0 June 199() inclus ive at :1 subscription price of £ 10.00 per share, expired during the year. 

Share o ptions 

As at 31 Del:cmhcr I 996, unexercised o ptions totalling 33,637,466 have been granted under the WPP Executive Share 

Opt1on Scheme as follows: 

~~;-nary Exerc ise price Number of ordinary Exercise price 
Exercise dates 

~~i~n pe r share (£:) Exercise dates shares under option 
per share(£) 

76,671 6.46 1990-1997 990,089 0.295 1995 2002 

112,581 5.89 1990 - 1997 1,052,064 0.525 1996 - 2003 

140,0 2 8 4.12 1991 - 1998 896,800 1.02 1996 -2003 

104.1 20 4.06 19 91 - 1998 381,006 1.15 1997-2004 

185.21 1 4 .29 1991 -1998 6,488,364 1.19 1997-2004 

113.165 5.49 1994 - 1999 2,294,531 1.08 1998 - 2005 

151.782 6 .2 0 1994 - 1999 7,559.589 1.54 1998 - 2005 

36,938 5.43 1995 - 2000 1,189,100 1.54 2000-2005 

73,606 3.97 1995 - 2000 68,967 1.58 1998 - 2005 

707,383 1.33 1996-2001 2,347,695 2.14 1999 - 2006 

---.!_:186,197 0 .56 1997 - 2002 7,481,579 2.335 1999 - 2006 
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23 Share owners' funds 

Movements during the year were as follows: 

Ord inary CCRP Share Goodwill P ro! it 
share premium Other and loss 

capita l capita l account reserves account 
Cm Cm Cm Cm Cm Cm 

Balance at 1 January 1994 52.0 9 .6 393.5 (829.1) 10 0.5 111.7 (161.8) 

1994 movements 

Transfer from special reserve 
to profit and loss account {190 .0) 190.0 

Conversion of Convertible Cumulative 
Redeemable Preference shares into 
ordinary shares 19.2 (9.0) 13.4 (23.6) 

Other ordinary shares issued 0.8 8 .5 9.3 
Write off of goodwill arising on consolidation 

in the year {22.3) (22.3) 
Currency translation movement 26.8 26.8 

Retained profit for the financial year 38.1 38.1 

Balance a t 31 December 1994 72 .0 0.6 406. 9 (1 ,032.9) 103.7 339.8 (109. 9) 

1995 movements 

Conversion of Convertible Cumulative 
Redeemable Preference shares into 
ordinary shares 1.2 (0.6) 0 .4 (1 .0) 

O ther ordinary shares issued 0.5 1.7 2.9 (1 .1) 4 .0 
Write off of goodwill arising on consolidation 

in the year (10.2) (1 0.2) 

Currency translation movement (5.3) (5.3) 
Retained profit for the financial year 59.0 59.0 

Balanee a t 31 December 1995 73.7 409.0 (1,040.2) 97.4 397.7 (6 2 .4) 

1996 movements 

Ordinary shares issued 0.4 7.5 (4.5) 3.4 

Write off of goodwill arising on consolidation 
in the year (28.6} (28.6) 

Currency translation movement 22.3 22 .3 

Retained profit for the financial year 87.6 87.6 

Transfers between reserves (1 .9) 1.9 

Balance a t 31 December 1996 74.1 416.5 (1,0 68.8) 117.8 482.7 22 .3 
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23 Share owners' funds continued 

Reserve-. a-. ;t t .l I ik..:~.: rnht.:r l 996 were c:omposed entirely of equity interests. 

Otlwr n"wn·c-. ;lt .l I Dc<.:L'mhcr \996 comprise: capital reserve nil (1995: £1.9 million, 1994: £1.9 million), currency 

trans lation Lkfi..:it {57.2 million ( 1995: £79.5 million, !994: £73.2 million), and revaluation reserve £175.0 million 

( 1995: L\75.0 rnillion, \9':)4: £ 175.0 m illion). Cumulative goodwill resulting from acquisitions which has been written off 

to the 1-:<HJdwill \Hit<.: tlff n:scrn:, ncr of ~oodwill relating ro disposals transferred to the profit and loss account, amounts 

to £ 1,\ X'J. I lllillion. 

Th~.; h:nm. ',f i-.sut.: of tht.• CCRP shan:s required that they be revalued at the rare of exchange prior to conversion. 

The o.:x .. :han).:c d i ff1.: r ... ·n..:<..'S arisin~; from the revaluation of CCRP shares in previous years were transferred to the currency 

trans lation r<..·s ... ·n·.._. in thc C ompan y's financial statements. 

24 Acquisitions and disposals 

The Group did nor m:tk...· omy material acquisitions or disposals during 1996. 

25 Principal operating subsidiary undertakings 

A lis t of the princip:t\ opcrating suhsidiary undertakings is given on page 1. The Company directly or indirecdy holds 

IOO'Y., ol rho.: issucJ sh;Hc ..:otpital of these ~mdertakings with the exception of The Grass Roots Group, and The Futures 

Gnmp in wh i..:h the C:<llllpany indirecrl y holds 48% and 25% respectively of the issued share capital. 
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Company balance sheet 
As at 31 December 1996 

Notes 

Fixed assets 

Tangible assets 
26 Investments 

CurTent assets 

27 Debtors (including amounts falling due after more than one year) 
Cash at bank and in hand 

28 Creditors: amounts falling due within one year 

Net current assets 

Total assets less current liabilities 
29 Creditors: amounts falling due after more than one year 

Net assets 

Capital and reserves 

30 Called up share capital 
30 Share premium account 
30 Mergerreserve 
30 Currency translation reserve 
30 Profit and loss account 

Total capital employed 

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

Signed on behalf of the Board on 2 May 1997: 

MSSorrell 

Group chief executive 

P W G Richardson 

Croup finance director 

1 .5 

974.7 

976.2 

259.7 

32.4 

292.1 

(159.7) 

132.4 

1,108.6 

(301.1) 

807.5 

74.1 

416.5 

120.5 

(33.2) 

229.6 

807.5 

1.2 1.0 

930.7 803.6 

931.9 804.6 

357.4 282.8 
7.2 35.5 

364.6 318.3 

(346.4) (177.9) 

18.2 140 .4 

950.1 945.0 

(142.3) (188.5) 

807.8 756.5 

73.7 72.6 

409.0 406.9 
120.5 117.6 

(33.2) (32.2) 

237.8 191.6 

807.8 756.5 

As provided by Section 230, Companies Act 1985, the profit and loss account for the Company has nnt been presem ed. 

Included within the consolidated profit and loss account for the financial year is a profit of £4.2 mi ll ion 

(1995: profir of £55.9 million, 1994: loss of £6.5 million) in respect of the Company. 
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Notes to the Company balance sheet 

26 F ixed asset inves t ments a nd t angible f i xed assets 

The following a rt· indudt·d in the net book value of fixed asset investments: 

1 janu arr 199S 
Additions ------
3 1 December 19'-JS 
Add ition s 

31 D e c e mbe r 1996 

Subsidiary 
undertakings 

£m 

799.4 

120.9 

920.3 

37.1 

957.4 

....... 
£m 

4.2 

6.2 

10.4 

6.9 

17.3 

Furrher dt.:ta ils of tht• Comp•llly's holdings of own shares are derailed in note 14 to the consolidated balance sheet. 

There were no s igniti...:anr movements in tangible fixed assets during the year. 

27 D e bto r s 

The fo llowing art· induded in debtors: 

.... "" 

ToW 
£m 

803.6 

127.1 

930.7 

44.0 

9 741.7 

"'4 

------~--------~--;s,:a~ Amounts owed h y subsid iary undertak ings 
Other debtors 

Em £m £m 

217.4 350.8 278.2 

4.3 
Prepa ymenrs and acc rued income 

42.3 6.2 
0.4 

2 5 9 .7 357.4 

Included with in arnounrs owed by subsidiary undertakings are loans totalling £186.4 million 11995: £235·0 million, 
1994: £ 17S.9 million) whic h fall due for repayment after more than one year. 

2 8 Creditors: a rnounts f a lling due w i thin one year 

The following are induded in cred itors falling due withi n one year: 

Bank loans a nd overdrafts 
Unsec ured loan notes 

Amounts du e to subsidia ry undertak ings 
Taxation and soc ia l security 
Dividends proposed 

~~~<:_~~~ors and accruals 

199 11 

27.2 

116.9 

8 .3 

7.3 

159.7 

"" £m 

23.4 

305.7 

0.1 

6.4 

10.8 

346.4 

0.3 

282.8 

21.2 

2.8 

137.8 

2.8 

5.5 
7.8 

177.9 



Notes to the Company balance sheet 

29 Creditors: amounts falling due after more than one year 

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

Bank loans 
Amounts due to subsidiary undertakings 
Other creditors and accruals 

The following is an analysis of all bank loans and unsecured loan notes by year of repayment: 

Within 1 year 
Within 2-5 years 

12.5 

270.6 
18.0 

301 .1 

12.5 

12 . 5 

29.5 

104.4 

8.4 

142.3 

1995 

29.5 

29.5 

The Company's bank loans and overdrafts form part of the Group's facilit ies under the Credit Faci lity Agreement 
(note 8). 

30 Share owners' funds 

Movements during the year were as follows: 

Currency 
Share premium Merger translation 

capital account reserve reserve 
£m £m £m £m 

Balance at beginning of year 73.7 409.0 120.5 (33.2) 
Shares issued 0.4 7.5 
Retained profit for the financial year 

Balance at end of year 74.1 416.5 120.5 (33.2} 

~0.9 

177.6 

188.5 

24.0 

10.9 

34.9 

Profit 

account 
£m 

237.8 

(8.2) 

229.6 

Reserves as at 31 December 1996 were entirely attributable to equity interests. At 31 Decembe r 1996 the Company's 

distributable reserves amounted ro £229.6 mi llion. Further details of the Company 's movements in share capital are shown 
in note 23. 
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Reconciliation to US Accounting Principles 

T he fo llowing i ~ a summary of rhc es t imated mater ial adjustments to profit and ordinary share owners' funds which 

would he rcqui r l·d i f US (;cnc ra ll y Accepted Accounting Principles {US GAAP) had been applied: 

N ot es 

N e t inco me b e fol"e d i v idends 

N et in..:ome hdorc dividends unde r UK GAAP 

US ( ;AA I' ad justnH' n t s : 

Amortisa t ion of ~-:oodwill ol nd o the r intangibles 
Dc fc r n.·d tax ite m s 
E x o.:curivc c ompen satio n 
A mortisatio n of Ju ly 1992 capita l rest ructuring costs 

~<:_'2.0:lt ion (lf Convertible C umulative Redeemable Preference share issue costs 

__ P~~a~y_:.arn i ngs pe r share a s adjusted fo r US GAAP 

C:nkulatio n of p r imary earn ings per share: 
Net earn ings pe r share 
Pre fe rence dividend accrued pe r share 
Primary ea rn ing s pe r share 

For the year ended 31 Deeember 

1996 

100.0 

(35.2) 

7.4 

(5 .1) 

(32.9) 

67.1 

9.2p 

9.2p 

.... 

"" £m 

68.7 

(35.7) 

(1.3) 

(43.0) 

25.7 

3.6p 

3.6p 

"'' £m 

47.4 

(34.7) 

(3.2) 

(4.1) 

(42.0) 

5.4 

0.7p 

0.9p 

(0.2)p 

0.7p 

N . d ' 'din the net income as adjusted 
er m comc pe r share and the prefe rence d ividend per share have been calculated by JVl g h · ·ssue during 

for US ( iAAP difference s. and the preference dividend, by the weighted average number of ordinary s ares 10 1 

the yea r, <l S d eta iled in note 7 to the conso lid ated profit and loss account. 

Sha re owners' funds 

Sh a re o w n er s' fu nds unde r UK GAAP 

US G AA P ad jus tmen ts: 
C apital isatio n o f good w ill a rising on acquisition (net of accumulated 

a mortisa tio n and amounts capita lised under UK GAAP) 
Reve rsa l o f revaluatio n o f corporate brand names 
Shares owned by Employee Sha re Option Plan (ESOP) 
D eferred ta x items 
Reclassi ficatio n o f Convertible Cumulative Redeemable Preference shares 

to lo ng -term c redito rs , net of issue costs carried forward 
Proposed fina l ordina ry dividend , not yet declared . . 
C o s t of July 1992 capital rest ructuring carried forward for future amom sauon 
Othe r 

Sh a re o w ners' funds as adjusted for US GAAP 

~at :31 De<:ember 

1996 "" "'' £m £m 

.... (62.4) (109.9) 

82&.7 1,054.7 1,021.6 

(175.0) (175.0) (175.0 ) 

(17.3) (10.4) (4.2) 

7.4 

(7.4) 

8 .3 6.4 5.4 

7.3 

(4.6) (4.9) (5.1) 

745.6 870.8 842.6 

787.8 808.4 732.7 

(;ross ~oodwill ..::apitalised under US GAAP (before accumulated amort isation) amounted to £l ,l8l.) millio: at .11 
.) 1 De •. :cmhe r 1996 { 1995: £ 1,300.9 millio n, I994 : £1,196.7 million), net of disposals made. The movem:nt 111 so: dwl 

a r i!';es prim:u ily ch Je to its denom inatio n in various currencies, result ing in exchange rate movements agamst sterltng. 
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Notes to the Reconciliation to US Accounting Principles 

1 Significant differences between UK and US Accounting Principles 

The Company's financial statements are prepared in 

accordance with Generally Accepted Accounting Principles 

(GAAP) applicable in the UK which differ in certain 

significant respects from those applicable in the US. These 

differences relate principally to the following items: 

Goodwill and US purchase accounting 

Under US and UK GAAP, purchase consideration in respect 

of subsidiaries acquired is allocated on the basis of fair 

values w the various net assets, including intangible fixed 

assets, of the subsidiaries at the dates of acquisit ion and 

any net balance is treated as goodwill. In conformity with 

the preferred treatment under UK GAAP, the Company has 

fully written off goodwill against share owners' equity. 

Under US GAAP, goodwill in respect of business 

combinations accounted for as purchases would be charged 

against income over its estimated useful life, being not 

more than 40 years. Accordingly, for US GAAP purposes, 

the Company is amortising goodwill over 40 years. The 

Company reviews the carrying value and useful life of 

goodwill on an annual basis, giving consideration to the 

results of the entities to which it relates, and no write· 

down or shortening of the life is considered necessary. 

Corporate brand names 

Under UK GAAP, the Company carries corporate brand 

names as intangible fixed assets in the balance sheet. 

The brand valuation held in respect of the J. Waiter 

Thompson and H ill and Knowlron brand names was 

booked as a revaluation in the year following acquisition, 

and is nor recognised under US GAAP. The Ogilvy & 

Mather brand name, acquired as part of The Ogilvy Group, 

Inc., was booked as an acquisition adjustment to balance 

sheet assers acquired and is amortised as pa rr of goodwill 

over 40 years. 

Refinancing costs 

The UK banking syndicate expenses in respect of the 

July 1992 restructuring were written off to the profi t and 

loss account in the year in which they were incurred, in 

accordance with UK GAAP. Under US GAAP such costs 

must be capital ised and amortised against income over 

the expecred future periods to which the funding relates. 

Following the refinancing of the Group's facilities in I 995 

(note 8), rhe ha lance of rhe unamortised expenses from 

the 1992 restrucmring were charged against 1995 income 

for US GAAP purposes. 
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Dividends 

Under UK GAAP, final ordinary dividends are provided 

in the financial statements on the basis of recommendation 

by the directors. This requires subsequent approval hy the 

share owners to become a legal obligation of the Company. 

Under US GAAP, dividends are only provided when the 

legal obligation ro pay arises. 

Convertible Cumulative Redeemable Preference shares 

Under UK GAAP, the Company's Convertible Cumulative 

Redeemable Preference (CCRP) shan:s issued in 1992 

are considered to be parr of share owners' equity, whereas 

under US GAAP they should be classified as long-term 

borrowings. In addition, under UK GAAP the costs of 

issuing such shares may be written off against the share 

premium account, whereas under US GAAP the issue ~.:osts 

should be amortised ro the profit and loss account over the 

period between issue and redemption of the shares. 

Under US GAAP, the CCRP shares qualify for treatment 

as Common Stock equivalents in the computation of primary 

earnings per share, if and when their effect is dilutive. 

Deferred tax 

Under UK GAAP, deferred tax is accounted for to the 

extent that it is considered probable that a liability or asset 

wil l c rystallise in the foreseeable future. Under US GAAP, 

deferred taxes are accounted for on all timing differences 

and a valuation allowance is established in respect of those 

deferred tax assets where it is more likely than no t that 

some portion will remain unrealised. 

Executive compensation 

Under UK GAAP the parr of executive compensation 

satisfied in stock is charged through the profit nnd loss 

nccount at the cost to the company of m:qui r ing the stock. 

Under US GAAP such compensation is measured ar the fa ir 

value of WPP common stock ar rhe date the performance 

condition is met or the award vests wirh the employt'e. 

Differences occur as the WPP Share Ownership Plan 

acquires stock before the liabili ty to the employee arist'S. 

Cash flows 

Under UK GAAP the Group complies with the Financial 

Reporting Standard No I Revised 'Cash Flow Statements' 

(fRS I Revised ), the ohject ive and principles of w hich a rc 

similar to those set out in SFAS 9.' 'Statement of Cash 

Flows' (SfAS). The principal difference ht·tween tht• two 

standards is in rt'SpCl'l of dassifio.:ation . Under fRS I 
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Revised. t h <..· Group pr<..'SL'nts its ..:ash flows for 

{a) opcr;1ring <Kti\-itit.:s ; (h) r..:rurns on investments and 

servicing of fin;Hh:<..': (!.:) t;lx;u ion; (J) investing activi t ies; 

(e) equi tr dividends p;lid ;md (f) fi na n..:ing a~.:rivities . 

SFAS 95 r n Ju ircs o n ly three c1to.:goric s of cash flow 

activity (a) operating; ( h ) inn:st ing; and (c) financing. 

Cash flows ;uising iron1 rax:u ion :1nd returns on 

investmen t and :-.~o.·n· i..:int-: tlf finam:c u nd e r FRS! Revised 

would he indutkd as ;l finan..:ing ::l<.: t i,·iry under SFAS 95. 

2 Move m e nt In share owne r s' funds under US GAAP 

Payments made against provisions set up on the 

acquisition of subsidiaries have been included in investing 

activities in the consolidated Statement of cash flows. 

Under US GAAP these payments would be included 

in determining net cash provided by operating activities. 

Shares owned by Employee Share Option Plan (ESOP) 

Under UK GAAP, shares purchased by the ESOP are 

recorded as fixed asset investments at cost less amounts 

written off. Under US GAAP, these shares are recorded 

at cost and deducted from share owners' equity. 

------------------------~~~~~ 1996 1995 199< 

- ----
Net income for the ve~~ under US GAAP 
Prio r yea r fina l d ividend 
C urrent yea r interim d ivid end 
Prefe re nce d ividend 

Retained earn ings/(dcfic it) for the year 
CCRP d e bt conve rsion into ordinary shares of rhe company 
Sha res issued in con sideratio n fo r the acquisitio n of subsidiary undertakings 
Share options l'xcrc iscd 
Sha res owned h y Employee Share Option Plan 
Exc hange ad jus tments: 

Revaluation o f goodwi ll 
Other 
Foreign c urrency net investmen t 

£m 

67.1 

(6.4) 

(4.1) 

56.6 

3.4 

(6.9) 

(121.1 ) 

22.3 

£m £m 

25.7 5 .4 

(5.4) (2.8) 

(3.3) (3.4) 

(1.1) 

17.0 (1.9) 

7.6 126.6 

3.2 9.3 
0.8 

(6.2) (4.2) 

58.6 12.1 

5 .1 

(5.3) 26.8 

Executive compensatt~;""-"'---------------------~:::::-:--~---:;:;:-:­
New additions to share owners' funds 

0 .1 

(40.6) 75.7 173.8 

Sha re owners~ funds at l _~.Ja""":"":".a''2Y'_ _ _______________ -:::::----;;::::--~~ 
Share o w ners' funds at 3 1 December 

808.4 732.7 558.9 

767.8 808.4 732.7 

3 Othe r U S GAAP d isclosures: Pension schemes 

As a resu lt of their ;mnua l reviews, the Group's actuarial advisers have confirmed that, in respect of the Group's defined 

bene fit pension sdlL"m\.'S, there arc: no m:u erial underfunded schemes under Statement of Financial Accounting Standards 

N o . 8 7, 'Emplo yers' A..:..:ounring for Pensions' ('FAS 87'). In performing this review, a discount rate of between 4% and 
12'Y., was used . 

Under Statem ent of Fin:1n..: ial A .. :couming Standa rds No. 112, 'Employers' Accounting for Post Employment Benefits' 

('FAS 112'), tht: Group is not cu rrently required to ac..: rue any post-employment obligations. 

T he (;rou p has no material non-pension post-retirement benefit obligations. 

4 Recently issu e d FASB pronouncements 

Dur ing rh~ year Sratcmenr~ of Finam:ial A..:..:ounting Standards (SFAS) Nos 121, 122, 123 and 124 have become effective 

and havL· hL·e n <.t pplied w ht.'rt.' <lpp rupriate. The comp;my has decided that it will continue to account for its stock-based 

cotnpem,;,uion ;lrr:ln~t·mt•nts in a~.:..:ordano:t" w irh the method prescribed by APB Opinion No 25. The additional disclosures 

requ ired h y "oi-A.., 12 .' wJ IIIw in .. .- I,Jdt,•d in the o.:ompany's Form 20-F . 

..,FA.., 12' w;b i .~sunl Jmin~ tht· fC<l r anJ wi ll ht.• effective: for finam·ia l years beginning after 15 December '1996. 
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Five-year summary 

1996 ,., ,., 
£m £m £m 

Profit and loss 
Turnover (gross billings) 7,084.0 6,553.1 6,013.7 6 ,029.9 5,367.1 

Revenue 1,691.3 1,554.9 1,426.9 1,430.7 1,273.4 

Operating profit (' I 182.4 149.5 120.5 99.7 75.1 

Profit before tax 153.3 113.7 85.3 54.4 7.8 

Profit for the financial year 100.0 68.7 47.4 22.9 (11.9) 

Balance sheet 

Fixed assets 534.4 524.5 505.6 504.5 517.3 

Net current liabili ties (147 .8 ) (165.0) (146.7) (149.2) (60.9) 

Creditors: amounts falling due after more than one year (281.7) (328.7) (387.7) {412.3) {579.7) 

Provisions for liabilities and charges (78 .2 ) (88.8) (76.9) (103.9) (118.6) 

N etassets/(liabilities) 2 6.9 (58.0) (105.7) (160.9) (241.9) 

Net funds/(debt) 159.2 71.4 (38.0) (83.7) (239.8) 

Average net debt (145.0} (214 .0) (268.0) (361.0) (437.0) 

... , 
Ou r people 

Revenue per employee (£000) 79 .9 77.2 74.3 70.1 61.6 
Operadng profit per employee (£000) ... 7.4 6.3 4.9 3.6 
Average headcount 21,166 20,152 19,198 20,416 20,664 

Share information 

Basic earnings per o rdinary share {net basis) 13.7p 9 .5p 7.9p 4 .9p (S.O)p 
Fully diluted earnings per share (net basis)131 13 .3 p 9.1p 6.5p 3.4p n/a 
Dividends per share 1 .7p 1.31p 1.135p 1.0p 
Dividend cover 12) !3) 7.8 6 .9 5.7 3.4 n / a 
Share price - high 2 5 4p 168p 132p 107p 102p 

- low 15 7p lOOp 87p 41p 23p 
Market capitalisation at year end {£m ) 1,883.2 1,208.7 785.3 463.2 104.8 

1 The 1992 results have been restated to take into accOUfltthe implementation of Financial Reporting Standard 3. The above results have been restated 
to inclode the reclassifiCation of the costs of the working capital facility. 
2 Fully diluted earnings per share (net basis) d ivided by divlderlds per share. 

3 Fully diluted earnings per share ar.d dividend cover figures are not disclosed prior to 1993 due to a change In basis following the 1992 r~hts Issue. 
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Glossary 

- ----- --
~~~-annu-:•::'-'-':'""::"::".:_ _________ ___:U:::S:_:e~q':::ul::v•::••::•::•.:::••c:b::'':::••:..:•::·=·•:::":c_••:::•·:::• _____ _ 
Advance corporation tax No direct US equivalent. Tax paid on company 

distributions recoverable from UK taxes due on income 
Allotted 

Issued 
Cadbury Committee 

UK committee set up in 1991 to address the financial 
aspects of corporate governance 

~~~~~r~a~itac_• _______ _____ _co~,~d~;n~ac!_Y_'C'h~a~,.2,,~;,~,u~ed::an~d:::fu::_IIY:.!Pc:•::::;d'-.:---;:;::-~::--

Cashatba~andin~h~a~n~d------------~Ca~<~h _____________ _ 
C red itors Accounts payable 

Capital a llowances Tax term equivalent to US tax depreciation allowances 

Creditors: amounts falling due after more than one year Long-term debt 

Creditors: amounts fall ing due within one year Cur rent liabilities 

Debtors Accounts receivable 

Finance lease Capital lease 

Freeho ld Ownership with absolute rights in perpetuity 
Greenbury Committee 

Inte rest receivable 

Other reserves 

Profit 

Profit and loss account {statement) 

Profit and loss account reserve 
(under 'capital and reserves') 

Profit a tt ributable to o rdinary s hare owners 

Proposed dividend 

Share capital 

Share premium account 

Shares in issue 

UK commirree set up in 1995 to address the issue 
of directors' remuneration 

Interest income 

Additional paid-in capital or paid-in surplus 
{distributable in certain circumstances) 

Income 

Income statement 

Retained earnings 

Net income 

Dividend declared by directors bur not yet approved 
by share owners 

Ordinary shares, capital stock or common stock issued 
and fully paid 

Additional paid-in capital or paid-in surplus 
(not distributable) 

Stocks ·--:c---,.----------------,''"~'~'":"'O~'~;,~, ;-~=~---------
~~~~se:~toc__ ________________________ ~p~,o~~~·~•y~a~n~d~eq~u~<p~m~en~'------------------

Shares outstanding 

Provis ion against deferred ta::>~: assets Valuation allowance 
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Information for share owners 

Share owners' register 

A register of share owners' interests is kept at the company's head office and is available for inspection on request. 

The register includes information on nominee accounts and their beneficial owners. 

Analysis of shareholdings at 31 December 1996 

Issued share capital as at 31 December 1996: 741,415,349 ordinary shares. 

Number of shares held Number of owne r s % Total of shares 

1-100 504 8.30 23,870 

101-250 374 6.16 71,425 

251-500 478 7.88 197,865 

501 - 1,000 819 13.49 698,476 

1,001 - 5,000 2,017 33.23 5,171,407 

5,001 - 10,000 447 7.37 3,316,135 

10,001 - 25,000 368 6.06 6,110,658 

25,001 - 50,000 213 3.51 7,718,987 

50,001 - 100,000 228 3 .76 17,615,039 

100,001 - 500,000 376 6.19 89,451,150 

500,001 - 1,000,000 106 1.75 79,042,111 

1,000,001 2,000,000 65 1.07 92,956,574 

2,000,001 - 3,000,000 27 0.44 67,648,110 

3,000,001 - 4,000,000 14 0.23 48,049,188 

4,000,001 and above 34 0 .56 323,344,354 

Totals 6,070 100.00 741,415,349 

Share owners by geography Share owners by type 

United Kingdom 56% Institutional investors 

United States of America 40% Employees 

Asia Pacific, Latin America, Africa & Middle East and 
Continental Europe 4 % Other individuals 

Total 100% Total 

Dividends 

Ordinary share owners have received the fo llowing dividends in re spect of each financial year: 

Interim dividend per ordinary sha re 
Final (1996 proposed ) dividend per ordinary share 

96 \l;' l' l' '•''"'f'PI• 

0.556p 0.445p 0.385p 
1.144p 0.865p 0.75p 

1.70p 1.31p 1.135p 

0.35p 
0.65p 

1.00p 

% 

0.00 

0.01 

0.03 

0.09 

0 .70 

0.45 

0.82 

1.04 

2.38 

12.06 

10.66 

12.54 

9.13 

6.48 

43.61 

100.00 

84% 

10% 

6% 

100% 

nil 

nil 

nil 



Information for share owners 

Ame rican D e pos ita ry R e c eipts (ADRs) 

Each AOR rcprescnrs I 0 ordinary shares. 

ADR holders receive the annua l and interim reports issued by WPP Group plc. 

WPP Group pk is subject to the informational requirements of the US securities laws applicable to foreign companies 

and files an annual report on Form 20-F and other in formation with the US Securities and Exchange Commission. 

Form 20-F is also available from our Investor Relations departments in London or New York. 

ADR divide nds 

ADR holders arc t:ligible for a ll srock dividends or other entitlements accruing on rhe underlying WPP Group plc shares 

and receive all r.::ash divid!.!nds in US dollars. These are normally paid twice a year. 

Dividend chcqucs arc mnilcd direcrly ro the ADR holder on the payment date if ADRs are registered with WPP's 

US depositary. Dividends on ADRs that are registered with brokers are sent tO the brokers, who forward them to ADR 
holders. Wrr·s US depositary is Citibank N.A. (address on page 98). 

ADR ho lders should be aware of tax refunds that increase the cash dividends paid to qualifying US residents. 

Dividends per ADR, including UK tax refunds but before US tax credits, in respect of each financial year are set out below. 

1995 1993 

In s t e rling 

Interim 5 .56p 4.45p 3.85p 3.50p 

Final (1996 proposed) 11.44p 8.65p 7.50p 6.50p 

17.00p 13.10p 11.35p 10.00p 

In dolla r s (>) 

Interim 8.88$ 6.81~ 6.00~(2) 5.20~ (2) 

Final 17.86$ 13.0811: 11.9511:(2) 9.8WQI 

26.54$ 19.89~ 17.9511: 15.00~ 

Notes 

1 The ADR dividends represent a s terling liability. but for convenience have been translated to US dollars at the average rate fof the year of US$!.5616 
to the pound. 

2 These amounts have been restated to reflect the current value of oneAOA to 10 ordinary shares (prior to 15 November t995oneADR represented two 
ordinary shares) 

nil 
nil 

nil 

"" nil 

nil 

The figu res above include a refund of the related UK tax credit less the UK withholding tax. Since 1993 the tax credit has 
been one-quarter of the amount of the d ividends on the ordinary shares. Prior to 1993 it was one-third. UK withholding 

tax is 15% of the total o f the dividend and the tax credit. For 1996 the total of the declared dividends per ADR is 16.0p, 

the re la red tax credit per ADR is 4 .0p and rhe withholding rax per ADR is J.Op, giving a net UK tax refund of l .Op per 

ADR and a total cash payment of I7.0p per ADR. 

ADR holders who a re US residents for tax purposes may normally credit the withholding tax against their federal 

income tax liabi lities. The UK net tax refund together with the US tax credit can, therefore, effectively increase the value 

nf the gross dividends paid to qualifying ADR holders by up to 25% in sterling terms over the amount of the declared 

d ividend s on the underl ying ordinary shares. The amount of the credit is specified on Internal Revenue Service Form 1099, 

wh ich is provided to ADR holders automatically by the depositary agent. 
Dollar amounrs paid to ADR ho lders depend on the sterling/dollar exchange rate at the time of payment. 
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Information for share owners 

Financial calendar 

• The 1996 fina l dividend will be paid on 14 July 1997 to share owners on the register at 13 June 1997. 

• Interim statements for the half-year ending 30 June are issued in August. Quarterly trading announcements are issued 

in April and October. 

• Interim dividends are paid in November. 

• Preliminary announcements of results fo r the financia l year ending 31 December are issued in February. 

• Annual reports are posted to share owners in May. 

• Annual general meetings are held in London in June. 

Share price 

The mid-market price of the shares at 31 December was as follows: 

1996 

O rdinary lOp shares 
Subscription warrants (lapsed on 30 June 1996) 

254 .0p 164.0p 

n/a 3.0p 

Within the UK, the latest ordinary share price information is available on Ceefax and Teletext and also rhe Cityl ine 

service operated by the Financial Times (telephone 0891 434544 or 0336 434544; calls charged at SOp pe r minute 

at a ll times). 

Access numbers 

Ordinary shares 
American Depositary Receipts 

Registrar and transfer office 

Royal Bank of Scotland plc 

PO Box 82 

Caxton House 

RedcliffeWay 

Bristol B$99 7NH 

Reclaiming Income tax on d i vidends 

NASDAQ 

WPPGY 

American Depositary Receipts (ADRs) 

Citibank N.A. 

111 Wall Street 

5th Floor 

New York 

NY 10043 

Reuters 2000 Topic 

WPPL. l 52945 

WPP registered office 

Pennypot Industrial Estate 
Hythe 

Kent CT21 6PE 

The Company's registered 

number is 1003653. 

Dividends are paid with income tax deducted at the lower rare (20%). The amount deducted is shown on the dividend 

tax voucher. If your total income is less than your tax a llowance you can claim back all the tax from the Inl and Revenue. 

If your income is more than your tax allowance, only the amount in excess of the a llowance is liahle to tax. Those most 

likely to be entitled to a repayment of tax include married women not in employment, pensioners and chi ldren. 

If you think you may be entitled to claim, ask your local Tax Office for leaflet IR 112. The address can he found in the 

telephone book under ' Inland Revenue'. 

Capital gains tax 

The market va lue of an ordinary share at 31 March 1982 was 39p. Since that date rights issues have occurred 

in September 1986, August 1987 and April 1993. For capita l gains tax purposes the acquisit i1 m cost of ordinary shares 

is adjusted to take account of such rights issues. Since any ad justments wi ll depend on individua l cin:umsranr.::es, 

share owners are advised to consult their professional advisers. 
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W PP L o n d o n 

WPP Group plc 

27 Farm St re e t 

London 

W1X 6RD 

Tel +44 (0)171 408 2204 

Fax +44 (0)171 493 6819 

Investor relations 
Paul Richardson 

Group fina nce director 

London 

Tel +44 (0)171 408 2204 

Fax + 4 4 (0)171 493 6819 

E-mail pric hardson@wpp.c om 

Andre w H a ll 

Vice p reside nt c orpora t e fina nce 
New York 

Tel (212) 632 2200 

Fax (212) 632 2 222 

E-mail a ha ll @wpp.com 

• 

WPP Group plc 

WPP New York 

WPP Group USA, lnc 

Worldwide Plaza 

309 W est 4 9th Street 

New York NY 10019-7399 

Tel (212) 632 2200 

Fax (212) 632 2222 

Media relations 

Fe ona McEwan 

Communications director 

London 

Te l +44 (0)171 408 2204 

Fax +44 (0)171 493 6819 

E-mai l fmcewan@wpp.c om 

WPP Asia Pacific 

c/o J . Waiter Thompson 

Shui On Centre (3/F) 

6-8 Harbour Road 

Wanchai , Hong Kong 

Tel (852) 2584 4628 

Fax (852) 2598 1770 

Group information 
If n>u IHJU id like furrher 

in fo rm a ti o n ~1 hout rhe Group, 

its companies or an1· of rh e 

prog ra ms, pu hl icario ns or 

in itiari,·e s menrioncd in rhi s 

Repo rt , p lease cont<Kt: 

Feona McEwan or Nick Hayes 

at WPP in London 

Tel +44 (0)171 408 2204 

Fax +44 (0)171 493 6819 

E-mail fmcewan@wpp.com 

nhayes@wpp.com 

Grace D'Alessio 

at WPP in New York 

Tel (212) 632 2302 

Fax (212) 632 2300 

E-mail gdalessio@wpp.com 

\"XIr irrcn and produced hy \VPP ( 1roup pk. Oc;:.. igncd h~ ~.llllp"tHl 1 ·~ rn:ll l. ~orpor.u~..· .\ l.trkl..'ring. 

Prinrcd in the LJ J-: I"· \X 'c~tcrh:lln !'res~ . Sr li es pk. \!..) \\ 'PI' Croup pk l'l'r 

WPP Latin America 

Sao Paulo 

Brazil 

Contact: Sheila Wakswaser 

Tel (5511 ) 210 0982 

Fax (5511 ) 870 3063 

http://www.wpp.com 
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