























WPP’s central objective remains the provision of the
highest level of client service in both the developed

and the emerging markets worldwide.

In 1994, as in the previous two years, the worldwide marketing
services industry continued to expand. Further strength in the
United States was reinforced by increased activity in most of
Europe. High growth continued in Asia Pacific and Latin America,
apart from Venezuela and Mexico. Economic prospects improved,
thanks in part to the political progress made, in Africa and the
Middle East. Prospects were less certain in Canada and in Central
and Eastern Europe.

During the year, there were signs of a change in the balance of
client investment towards main-media advertising. WPP believes that
this is due to the increased level of economic activity in the mature
markets and to increasing focus by clients on brand differentiation

to achieve revenue growth as cost reductions become more difficult.

Our worldwide position
While we do not seek to grow for growth’s sake, the Group’s business
i1s becoming increasingly multinational as the US and the UK grow
more slowly when compared to our performance in other markets.
Approximately 330 national or multinational clients employed
WPP’s services across at least three disciplines and 60 of these
employed our four principal services. We work with over 100 clients
across six or more countries and with more than 300 of the Fortune
500 companies.
In the faster growing markets, we are better placed competitively
than any other group. In each of the 10 fastest growing markets,
WPP 1s in the top four companies. In the largest markerts, we retain

our traditionally strong position.

Rank in 10 largest Rank in 10 fastest

markets growing markets

l WPP - WPP
USA i 1 | China- 1
Japan 12 Greece 1
Germany ; 3 Thailand 2 | j
UK 1 1 | Philippines 2 ;‘
France | 7 | Mexico 2 f
Canada | 3 l South Korea | 4 j;
Australia 5 | Indonesia | 2 | :E;
Netherlands 2 | Chile 9 | :Ef
Italy . a Colombia 2 \;
Switzerland 3 India 1 § =

At the end of 1994, the Group had 778 otfices in 78 countries.
Overleaf, we demonstrate our presence in the mature and emerging
markers of the world, together with charts illustrating the potential

growth tor these regions over the next tour vears.

New in 1994

Asia Pacific

In India, J. Walter Thompson Company
INncreased its stake in associate offices.

In China, Research International now has
local associates in Guangzhou, Shanghai,
Beijing and Chengdu. Millward Brown
opened an office in Hong Kong.

Ogilvy & Mather Worldwide has opened

an office in Vietnam. Ogilvy & Mather
Worldwide established an operation in Tokyo.
North America

WalkerGroup/CNI opened an office in

St Louis, Missouri. Ogilvy & Mather Direct
opened an office —in 1995 — in Raleigh,
North Carolina.

Latin America

J. Walter Thompson Company took full
ownership of its office in Colombia.

Ogilvy & Mather Worldwide has a new
office in Guyana and Ogilvy & Mather Direct
opened in Chile. Conquest opened in Brazil.
Western Europe

Research International has opened new
offices in Brussels and Milan. Millward Brown
has new offices in Rome and Milan. EWA has
opened offices in Amsterdam, Antwerp and
Neuss in Germany.

Eastern Europe

J. Walter Thompson Company has started
a joint venture in Russia. and now has
affiliate offices in Bulgaria. Romania, and -
from 1995 — in Slovenia. The agency also
has a new partner in the Czech Republic.
Conquest opened an office in Poland.

Hill and Knowlton opened an office

N Estonia.

Middle East and Africa

Research International has a new
associate with three offices in Turkey.

J. Walter Thompson Company was

one of the first agency networks since the
peace accord to establish a partnership

in Israel and. in South Africa. the agency
strengthened its position. In Jordan.

Ogilvy & Mather Worldwide’s affiliate.
MEMAC. has a new office. Ogilvy & Mather

Worldwide has a new office in Cyprus.
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Competition intensifies

A switch back to advertising?

In 1994 there were some signs of a shift in marketing
services expenditure back to media advertising.

Itis too early to say whether this represents a secular
shift in client thinking, or a short-term change
reflecting the increased difficulty of reducing costs
and a consequent shift in attention to the top line and
market share. Undoubtedly though, it reflects fiercer
competition and the growing need of marketing

companies to differentiate their products and services.

Low population growth
Low rates of population growth, particularly in the mature
markets, make it difficult for companies to achieve their

stated goals of increases in profitability or earnings per
share of 5% to 10% per annum.

Improved communications and free trade

Improved communications, both physical and electronic,
have made it easier to compete and to cross borders.
However, arguably the single most important contributor to
increased inward competitive activity has been the creation
of free trade areas throughout the world. For example,
economic advances in South America have been fueled

by the lowering of trade barriers, with Chile, Mexico and
Argentina the major beneficiaries. Given economic
fundamentals, the recent events in Venezuela and Mexico
represent buying opportunities and not a time for panic
selling. Similar free trade zones are being built throughout

the world in North America, Europe, and Australasia.

Technology transfer

Easier transfer of technology has not helped clients protect
their competitive position. In most industries — detergents,
credit cards, computers, automotive - it is increasingly easy
to replicate technological developments. Lead times for the
introduction of new products have been severely curtailed.
In as complex a business as the automobile industry,
product introduction periods have been reduced from seven
to three years and in some cases to 18 months. Clients no
longer have the luxury of experimenting with production
techniques or regional test marketing. The speed of
competitive response demands instant action.

One of the dangers of this increasingly competitive
environment is that mistakes, which will inevitably be made,
will make clients more and more risk averse. High flyers
who shift positions every three years, are anxious not to
disturb their progress and may concentrate on maintaining
rather than challenging the status quo.

Fear of failure and punishment of failure may lead to

excessive conservatism.

WPP Group plc

Growing retail power

The growing power of retailers and therr increasing control
of distribution is a major consideration tor many packaged
coods manufacturers. Many retailers have established their
own label or store brands as quality brands in their own
right. As retailers have concentrated on improving quality
and establishing different brands ar different price points
they have become signihcantly more competitive — a rrend
helped by the aggressive pricing policies of branded goods
manufacturers. These heavy premia prices were sustainable
in the higher inflationary times of the 1980s, burt have been
cruelly exposed in the detlationary conditions of the 1990s.
Marlboro Fridav and Rupert Murdoch’s aggressive price-
cutting (perhaps influenced by his directorship at Philip
Morris) are examples of pricing differences developed
between brands which could not be justified by the value
delivered and which have been reversed.

Interestingly, in the context of the growth of the new
interactive media, it has been retailers such as Lands End
and Eddic Bauer who have reacted most enthusiastically
to using TV, telephone and PC-based technology to reach
the consumer. Manufacturers will undoubredly follow
them and have already been involved in some of the home
shopping experiments launched by ShopperVision and

Peabod in the US.

New competitors emerge

It is not only packaged goods companies which are facing
increased competition. In many scctors, new and innovative
competitors are emerging, using strong brand names and
value-based products to penetrate established markets.

For example, in financial markets we have seen General
Motors, Ford and AT& T emerge as potent forces in the

US credit card market, with Virgin and Marks & Spencer

establishing themselves as unit trust providers in the UK.

Stable growth and low inflation

These trends — low population growth, advances in technology
and communications, the development ot tree trade areas,

the ease of technology transter, the growing power of retailers
and fiercer competition — have been sharpened by the slower,
less inflationary growth ot the 1990s.

If, and it is a big if, governments can refrain from priming
the economic pump just prior to general elections, 1t 1s likely
that stable, low inflationary growth might continue. These
are conditions which many clients find difficult to operate in
and ones in which it s difticult to pass on price nereases to
the consumer.

However. even if the incumbent administrations on both
sides of the Atlantic cannot resist the urge to stimulare
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the cconomy by mtlanionary tax cutting i 1996 and 1997,
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