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Who we are 

The WPP Group provides communications services 
to clients throughout the world, including more than 
300 of the Fortune Global 500. Our 24,400 people 
work out of 8 ro offices in 9 r countries. 

Every WPP company is a distinctive brand in its 
own right: all with their own identities and own areas 
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. 

Advertising 

Ogilvy & Mather Worldwide 
www.ogilvy.com 

J. Waiter Thompson Company 
www.jwtworld.com 

Conquest 

Cole & Weber 

Batey Holdings' 
http://bateyads.com.sg 

Media planning, buying & research 

MindShare 

The Media Partnership ' 

Portland Outdoor' 

CIN 
www.cia.co.uk 

Information & consultancy 

The Kantar Group: 

Research International 
www. research-int.com 

Millward Brown International 
www.millwardbrown.com 

Kantar Media Research 
- IBOPE Media Information' 

www. ibope.com 

- Symmetrical Resources' 
www.symmetrical.com 

-Simmons' 

BMRB International 
www.bmrb.co.uk 

IMRB International' 
www.imrbint.com 

Winona Group 
www.winonaresearch.com 

Goldfarb Consultants 
www.goldfarbconsu~ants.com 
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Public relations & public affairs 

Hill and Knowlton 
www.hillandknowlton.com 

Ogilvy Pub lic Relat ions Worldwide 
www.ogilvypr.com 

Timmons and Company 

The Wexler Group 
www.wexlergroup.com 

Carl Byoir & Associates 

Buchanan Communications 
www. buchanan.uk.com 

Chime Communications PLC ' 

Specialist communications 

Branding , identity & corporate consu ltancy 

Addison 
www.addison.co.uk 

Banner McBride 

BOG McColl 

Brouillard 
www.brouillard .com 

Coley Porter Bell 

Enterprise IG 
www.enterpriseig.com 

SBG Enterprise 
www.sbg .com 

JWT Specialized Communications 
www.jwtworks.com 

Scott Stern 
www.scottstern .co.uk 

1 Associate investment 
2 Minority investment 



Specialist communications cont 
Direct, promotion & relationship marketing 
A. Eicoff & Co. 

BF&A 

DSB & K 

Einson Freeman 

EWA 

Mando Marketing 

Oakley Young 

OgilvyOne 
www.ogilvyone.com 

Primary Contact 

Promotional Campaigns Group 

RTCdirect 
www. rtcdirect.com 

The Grass Roots Group ' 
www.grg.co.uk 

Strategic marketing consult ing 

Charles River Strategies 
www.crstrat.com 

The Futures Group' 
www. tfg.com 

The Henley Centre 

Management Ventures (MVI) 
www.mventures.com 

MSI Consulting 
www.ms1consulting.com 

Specialist communications cont 
Sector marketing 
Demographic marketing 

The Geppetto Group 

The Intuition Group 

Mendoza Dillon & Asociados 

Healthcare 

Common Health 
- Ferguson Communications Group 
- Health Learning Systems 
- OZM Group 

Real estate 

Pace 

Retail 

Walker Group/CNI 
www.wgcni.com 

Technology 

Smith and Jones 
www.smithandjones.co.uk 

Med ia and technology services 

Clever Media 
www.clever.co.uk 

The Metro Group 
www.metrogroup.co.uk 

Savatar 
www.savatar.com 

1 Assoc1ate investment 
2Minonty investment 
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New media investments 

BroadVision 2 

www.broadvision.com 

Wired Ventures2 

www.hotwired.com 

HyperParallel 2 

www.hyperparallel.com 

NewsEdge Corporation2 

www.newsedge.com 

Media Technology Ventures 2 

www.mtventures.com 

Peapod 2 

www.peapod.com 

Syzygy2 

www.syzygy.co.uk 



1997 financial summary 

The 1997 results represent record profits in our 
twelfth year, with continued improvements in 
revenues, margins and earnings and a further 
reduction in net debt. 

1997 1996 

Turnover (gross billings) £7,287m £7 ,084m 

Cost of sales £5,540m £5 ,393m 

Revenues £1,747m £ 1,69 1 m 

Earnings before interest, tax, 

depreciation, and amortisation £235m £211m 

Operating profit £206m £182m 

Operating profit margin 11·8% 10 ·8 % 

Profit before tax £177m £ 153m 

Fully diluted earnings per share 15·4P 13 ·3p 

Fully diluted earnings per ADR' $2·52 $2·08 

Ordinary dividend per share 2·13p 1·7p 

Ordinary dividend per ADR' 34·9CI: 26·6ct; 

Net cash at year-end £195m £ 159m 

Average net debt £115m £ 145m 

Share price at year-end 269·5p 254·0p 

Market capitalisation £1,984m £ 1 ,883m 

'One American Depositary Receipt (ADR) 
represents 1 0 ordinary shares 
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Change 

(%) 

+2·9 

+2·7 

+3·3 

+1 1· 

+1 2·7 

+1 ·0 

+1 5·7 

+ 15·8 

+21 ·2 

+25·3 

+31·2 

+22·6 

-20·7 

+6·1 

+5·4 



Re\lenue (£m) 

After tax return on average c apital 
employed' (% ) 

1Ca1culated gross of goodWill , revaluatiOn reserve and us1ng 
prol1t after tax 

Average net debt (£m) 

& interest cover (multiple) 
- Net interest cover 

u; 
M 

8 

6 

5 

3 

Net in terest 1ncludes w orking 
o capital facility charges 

Earnings before interest, tax, 
depreciation, and amortisation (£m) 

Operating profit (£m) 

Fully diluted earnings per share (p ) 

Revenue by geography (%) 

41 North America 
19 United Kingdom 
20 Continental Europe 
20 Asia Pacific, Latin America. 

Africa & Middle East 

Operating profit by geography (%) 
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4 3 North America 
1 6 United Kingdom 
2 1 Continental Europe 
20 Asia Pacific. Latin America, 

Africa & Middle East 

/997 financial sumntal)' 

Operating margins (% ) 

WPP total return to share owners 

relative to peer group (rebased to 1993) 
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Revenue by sector (% ) 

5 4 Advertising 
16 Information & consultancy 

7 Public relations & 
public affairs 

23 Specialist c ommunications 

Operating profit by sector (% ) 

64 Advertising 
13 Information & consultancy 

4 Public relations & 
publ ic affairs 

19 Specialist communications 



Letter to share owners 

Dear share owner, 
I997 was a record year despite the strength of sterling 
and economic difficulties in Asia. 

Pre-tax profits were up I 6 o/o to £I 77 million, 
earnings per share up I6°/o and dividends up 25o/o. 
The real measure of your wealth, the share price, 
rose only 6o/o during I997, but since the year-end 
has appreciated a further 4 I o/o, to 3 8 I p. 

The rest of this report is based on a 
constant currency compari son, which ma y 
be more meaningful beca use o f the grea t 
strength of sterling in 1997. 

Constant currency revenues were up over 
11 %. All our di sciplines - adverti sing, 
information and consultancy, public 
relations and public affairs and spec ia li st 
communica tions - grew we ll with the 
grea ter growth outside adve rti sing. 

The same was true geographica lly w ith 
North America, Continenta l Euro pe and 
Asia Pacific, Latin America a nd the Middl e 
East growing by double digits and the 
United Kingdom a little less . 

Operating margins were up by over 1% 
in line with our o bjectives, as numbers o f 
people increased by 2 % while revenues 
grew by fo ur times as much. Consequentl y 
operating profits grew by over 23 % to 
£205 ·5 mill ion. 

Pre-tax profits were up by even more at 
over 28%, refl ecting lower interest costs 
and improved profita bility and cash fl ow. 
We generated over £100 million of free 
cash fl ow and average net debt fell over 
20 % from £145 million to £11 5 milli on. 

Finall y, ea rnings per sha re rose a t a 
similar ra te at over 2 8% . 

1998 has sta rted well and sho uld see 
similar improvement. After th ree month s, 
reven ues are up over 13% (over 8% on a 
like-fo r-like basis) . Liquidity improved still 
further. Net debt averaged £84 million ve rsus 
£92 million fo r the same period last yea r. 
Operat ing margins are on budget w hich 
indicate improvement by 1% in 1998 in line 
with our objectives. 

We continue to seek ways of unl ock ing 
added va lue for both our c li ents a nd o ur 
people and proving the rea l va lue in WPP 
and its strategy. O ur goa l remains to become 

th e wo rld 's m os t s uccess ful a nd pre fe rred 
prov ide r of communi ca tion s se r vices to 
bo th multin a ti o n a l a nd n a ti o n a l compa ni 

Our o bj ecti ves a re a s fo ll ows : 
- First, to continue to ra ise o pera ting ma rgi 
to the leve l of th e b es t pe rfo rming 
co mpetiti o n , fro m a lm ost 12 o/o las t yea r to 
a lm os t 13 % thi s yea r a nd to 14% by the 
yea r 2000. 
- Second, to inc rease th e fl exibility in o ur 
cost structure to co pe with the recess io ns 
when they com e. O ur in vestment in people 
and pro pe rty account fo r a pprox im a tely 
60 % o f revenu es . Va ri a bl e sta ff costs, 
including n o t o nl y in ce nti ve co mpensa tion 
but a lso free la nce rs a nd con s ulta nts, 
acco unt for a pprox im a te ly 6°/o of revenue 
and w e a im fo r 7 -8'Yo. 
- Third , h av in g ac hi eved o ur o bj ec ti ves of 
reducing ave rage n et d e bt t o a pprox imately 
£ 100 milli o n a nd inc reasing inte rest cover 
to 6-7 times, t o foc us o n how w e can 
impro ve sh a re o wn e r va lue thro ugh 
a lte rna ti ve in vestm ents in ca pita l 
expenditures , acqui s iti o n s, dividends a nd 
sha re bu y- back s. 

As ca pita l ex penditures a re unlike ly to 
a bsorb m o re th a n 120 % - 130 % o f 
deprec ia ti o n ; as acqui s iti o n s in ce rta in 
di sc iplines a nd m a rk et s seem to be full y 
priced a t th e mom ent, re fl ec ting premium 
stock m a rk et valu es ; as increas ing di v idends 
rai ses th e le ve l of fi xed ch a rges in the 
business; a nd as we have co nfiden ce in the 
g rowth o f o u r busin ess , it is like ly tha t we 
will consi d e r in ves t ing a s ig nificant a m o unt 
o f o ur free cash fl ow in sh a re bu y-backs. 
We a re a lread y committed to a ro lling bu -
hack prog ra mm e o f .t.:SO milli o n per a nnum 
eq ui va len t to 2 -3°/., o f t he o utsta nding 
sha re ca pita l. 
- Fo u rth, to d eve lop th e ro le o f th e pa rent 
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company: from that of a financial holding 
or investment company (concentrating solely 
on financi a l planning, budgeting, reporting 
and control, treas ury, tax, mergers and 
acquisitions and investor relations) to one 
that adds va lue to clients and our people by 
iden tifying functions that can most efficiently 
be developed at the centre. 

Over the past five years, important new 
roles have been created at the parent 
company in human resources, property 
management, procurement, information 
technology and practice development. 
Individua ls have been recruited from Towers 
Perrin , Chestertons, Dun & Bradstreet , 
British Airways, Booz Alien & Hamilton, 
The Monitor Company, and our own 
Henley Centre. These appointments are 
now making significant contributions. 

However, we have not been adding 
overheads at the centre. The parent company 
head count has remained at approximately 
80 people, chiefly in London and New 
York, w ith some support in Hong Kong 
and Sao Paulo. 

For our people, we have implemented 
both short- and long-term incentive plans, 
and introduced our Group 100 and 300 
C lubs, the Worldwide Ownership Plan, 
the Worldwide Pa rtnership Program and 
Atticus Awards. 

Our intensive tra ining and knowledge 
sharing programs - the Towards Brand 
Leadership and Leading the Firm courses, 
specialised seminars on creativity, retailing 
and interactive media - are much in 
demand and are invaluable in building 
interd iscip linary relationships. 

In recruitment, our unique WPP Marketing 
Fellowship Program operates in the US, 
Europe and soon elsewhere. Every individual 
in the Group rece ives a personal copy of the 
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Navigator, the Group guidebook to 
resources and capabilities, as well as the 
Group's worldwide newspaper, the WIRE. 

Property management focuses not only 
on the elimination of surplus properry but 
more importantly on how we can improve 
our communications, speed of response and 
efficiency by improving the design and 
layout of the premises in which we invest 
over $250 million or approximately 10% 
of our revenues each year. To this end, we 
have developed the WPP Space Progra m to 
which one of our own operating companies, 
BDG McColl, has been a major contributor. 

Through our procurement initiatives, we 
encourage more effective purchases of goods 
and services. We have entered into worldwide 
arrangements in the areas of airline travel, 
accommodation and travel, computer 
hardware/software and telecommunications. 

As a Group, we spend over $65 million 
each year on computer hardware, software 
and information management salaries. The 
parent company's initiatives in information 
technology are designed to develop a coherent 
strategy and framework in this area which 
will prevent wastefu l duplication and 
unnecessary re in venting of wheels in various 
parts of our organisation . Our recent 
worldwide intranet investment is the first 
majo r example of this. 

Our practice development initiatives 
ensure that our vertically-driven operating 
brands are encouraged to co-operate in 
developing revenue-producing opportunities 
in growth areas such as media planning, 
buying and media research, healthcare, 
privatisation, new technologies, new markets, 
retailing and interna l communications. 

Our portfolio of media investments -
which includes Wired Ventures, 
BroadVision, Media Technology Ventures, 



Letter to share ow ners continued 

Peapod, NewsEdge Corporation, Syzygy 
and HyperParallel - provides us with access 
to expertise in the new digital media. 

New internal strategic alliances and start­
ups are enabling us to expand our offer to 

clients. Recent examples include Banner 
McBride in internal communications, 
Geppetto in youth marketing, Savatar in 
technology marketing and The Intuition 
Group in marketing to women. 

Essentially all these initiatives are 
designed to ensure that the parent company 
inspires, motivates, coaches, encourages 
and incentivises its operating companies. 
- Finally, as we move up the margin curve 
we are placing greater emphasis on revenue 
growth. This will be done by focusing our 
portfolio on those geographical and 
functional areas that are growing fastest. 
Asia Pacific, Latin America, Africa and the 
Middle East, Central and Eastern Europe 
account for more than 20% of our 
revenues compared with 11 % a few years 
ago. Despite the current economic 
difficulties in Asia, which we believe offer 
significant buying opportunities, these 
faster-growing markets should account for 
33% of our business within the next five 
years. Information and consultancy, 
public relations and public affairs, and 
specialist communications account for 
45% of our revenues. We would like to 
see them account for 55 % over a 
similar period. 

To achieve this we will expand our strong 
advertising networks- Ogilvy & Mather 
Worldwide, J. Waiter Thompson Company, 
Conquest and Batey - in high-growth 
markets or where we feel their market share 
is insufficient such as France, Australia or 
Japan. We will enhance our leadership 
position in information and consultancy by 
continuing to develop our major market 
research brands - Research International, 
Millward Brown, BMRB International with 
particular emphasis on Asia Pacific and 
Latin America. We will also continue to 
develop Kantar Media Research, which 
includes IBOPE, our new media research 
brand. In addition, we will reinforce our 
media position in direct marketing through 
OgilvyOne (the new name for Ogilvy & 
Mather Direct), and continue to nurture the 
development of digital media through small 
strategic investments in this volatile and 
cash-guzzling area. 

Lastly, we will continue to develop our 
specialist expertise in areas such as 
healthcare, retail, telecommunications and 
media technology and to identify new areas 
for development. 

As you can see, we have a tremendous 
amount yet to do. Given the pace of 
change, and the increasingly global 
environment in which our clients have to 
operate, it is certain that as immediate 
objectives are achieved, new challenges 
will swiftly replace them. 

Hamish Maxwell 
Chairman 
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Underlying our satisfactory figures, both in 
the results of last year and the encouraging 
start we have made to 1998, lies a truth\\ 
cannot remind ourselves of too often . The 
numbers are no more than a measurement 
of the value delivered to our clients; and 
that value is created, account by account 
project by project, discipline by discipline 
by the 24,400 talented people who work i 
WPP Group companies. 

We applaud their skills, honour them for 
their contribution and thank them for their 
commitment. 



The role of the parent company 

100 and 300 Clubs 

These clubs were established to create a 
strong network of top management and 
senior profess ionals within Group 
companies. Members participate in 
WPP's Executive Stock Option Awards 
and customised development programs . 

Knowledge Communities 

We have initiated a series of communities 
of Group professiona ls working in specific 
sectors or with particula r sk ills, such as 
retail and interactive media, who can share 
non-confidential insights, case studies and 
best practice. 

Atticus Awards 

Now in its fifth year, the WPP Atticus 
Awards honour original published 
thinking in communications services by 
profess ionals within the Group. Winning 
entries are published in our annual 
marketing journal, The Atticus File. 

WPP Marketing Fellowships 

33 graduates, both first degree and MBAs, 
are currently participating in this unique 
three-year, cross-disciplinary work 
expenence program. 

Group Navigator 

All our 24,400 people can tap into the 
Group using our 200 page pocket-sized 
guide to companies, resources, capabilities 
and contacts. 

WPP Space Program 

Our innovative Space Progra m provides 
Group companies with best practice 
guidelines, case studies and videos to enable 
them to improve the quality and effici ency 
of their workplaces. 

We are increasingly complementing the professional 
activities of our individual operating companies 
through cross-Group initiatives and programs which 
provide greater value to clients as well as opportunities 
and rewards for our people. 

The WIRE 

Our worldwide WPP newspaper keeps 
everyone within Group companies up to 
date with the latest company and Group 
news and developments. 

Procurement initiatives 

A network of Group company purchasing 
specialists continues to undertake a 
worldwide training program to maintain 
our collective skills a t best practice levels. 

Worldwide Ownership Plan 

Over 11,000 of our people now participate 
in our a nnual stock option grant program, 
launched in 1997. 

Start-ups 

The Group continues to expand its range 
of competencies in three ways: the extension 
of services within existing companies; 
acquisitions; and start-ups. Recent examples 
of this last category with their respective 
areas of expertise include Intuition Group, 
in marketing to contemporary women; 
Geppetto Group in youth-marketing; Savatar 
in technology marketing and consulting; 
a nd Banner McBride in interna l marketing. 

New media investments 

We are developing an investment portfolio 
of leading-edge digital media companies 
to help our clients and our people to 
understand better the impact interactive 
technologies will have on their businesses 
and to develop appropriate services. 

Worldwide Partnership Program 

This internal program, introduced in 1997, 
encourages partnerships across Group 
companies and skills which demonstrably 
enhance client service. Subsequently, 
a portfolio of integrated case studies has 
been established. 

lntranet!IT developments 
Major hubs of a Group-wide internal 
global network are installed and early 
applications - such as the Retail and 
Interactive Media Knowledge Communities 
(see left) -are now in use, enabling the 
sharing of certain information across the 
spectrum of WPP companies. Further 
strategic initiatives being developed include 
an electronic job exchange, now in pilot. 

Individually, certain companies are well 
advanced with their own integral on-line 
environments. Ultimately, these will be 
connected as part of the WPP Intranet, 
making it a vital source of worldwide 
knowledge. 

Training 
More than 800 Group company 
professionals have participated in our 
ongoing program of cross-company forums , 
workshops and seminars. These courses 
develop management expertise, best 
practice and sector-specific knowledge. 
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Why successful businesses need Sherpas, 
Machine Oil and Global Positioning Systems 
(They should also remember to polish their apples) 

It's always a good question to put to a new client: we all know 
what you make - but are you as certain what your customers are 
buying? 

Simple as it sounds, it's a constructively difficult question to answer. 
You make expensive pens; but that's not what people are 

buying. What people are buying will be prestige, or personal 
pleasure, or the hope of gratitude from a recipient. 

You make multi-coloured chocolate buttons; but that's not what 
people are buying. What people are buying is a moment's welcome 
peace from demanding children. 

You make laptop PCs; but that's not what people are buying. 
What people are buying will be self-sufficiency, self-esteem, efficiency 
and mobility. 

As Theodore Levitt pointed out many years ago: people don't 
want a quarter-inch drill; they want a quarter-inch hole. And for 
every product or service, there's an equivalent distinction to be 

......._...__,, made- though seldom so easily or so elegantly. 
So it was time, it seemed to us, to ask exactly the same question 
of ourselves. 

We know what we make, all right: what we produce. But what 
is it exactly that our clients are buying? 

Here are some of the more familiar 'products' of the marketing 
services industry: advertisements, tracking studies, market analysis, 
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strategic counsel, retail interiors, corporate videos, annual reports, 
corporate identities and liveries, sales promotions, media, database 
marketing, pack designs, employee communications, public relations 
and public affairs advice. 

Worldwide expenditure on all marketing services in 1997 
was estimated at almost $1 trillion. As the illustration shows, there 
continues to be a more-or-less steady growth in such expenditure 
and the figure represents the aggregate of millions of different decisions 
voluntarily made by millions of individuals in millions of different 
competitive enterprises. So it can presumably be assumed that 
marketing companies, with attitudes ranging from cheerful confidence 
to resigned reluctance, believe their marketing expenditures 
to be necessary. 

But, as with Ted Levitt's drill, nobody wants to buy 
advertisements or research reports for their own sakes, to be kept 
proudly behind glass in the corporate lobby. As with Ted Levitt's 
drill, all these products are bought in the hope that they will do 
something: to provide the equivalent of Ted Levitt's hole. Precisely 
what that something is, and how it differs fron1 service to service, 
is a great deal harder to identify and articulate. To say that they are 
bought by companies to make themselves more successful is both 
true and unhelpful. It tells us what these services are expected to 
achieve but not how. 

1 1 WPP Group plc 

Wh y we exist 



It would take a full-length book to do justice to the subject. Each 
service, each discipline, has a different function, often complementary; 
most have many more than one; and the functions may change for each 
client company or each brand over time. 

What this brief essay sets out to do is to probe just a little beneath 
the surface, and try to identify some of the underlying needs that 
marketing services meet: for most client companies, most of the time. 
So we will practise what we preach, and start with the consumer. 
And in our case, of course, our immediate consumers are our clients. 

WPP's 50 companies serve some 15,000 clients: and they are all 
different. They have perhaps just one thing in common: 

They all need to put a competitive case; and they all want to do it 
cost-effectively. 

The need 'to put a case' means the need to communicate, by 
whatever means, with a wider group. And this holds true for repeat 
purchase consumer goods, for capital goods, for charities, for financial 
services, for personnel recruitment, for business to business, for media. 
Within their own sectors, they are all in open competition and they are 
all seeking to enhance their competitive positions . 

It is kindergarten stuff to say that, if a company sets out to irn.pro t' 

its profitability, it has only two distinct areas of action open to it: not ':1, 

alternatives, but as different approaches. It can rninimise co st s a nd it c t 

maximise value. 
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But one way to clarify the contribution of marketing services is to ask: 
which are the disciplines that help client companies minimise costs; 
which are the ones that help client companies maximise value; 
and which, if any, can do both? 

The first function of market knowledge, for example, is 
to minimise subsequent marketing waste. Before you can begin to 
put a co1npetitive case, you need to know your market, what your 
prospective consumers think of you, what they think of your 
competitors, what their n1isconceptions are, what they know 
and what they think they know. Without such knowledge, you'll be 
transmitting blind. You'll be reaching the wrong people with the 
wrong appeals: and that's a waste of time and a waste of money. 
Worse, you'll almost certainly be making the wrong product. 

In the sa1ne way, money spent on the monitoring of your 
communications as you go along does not of itself add value to 
those communications: but it's the only way to identify error 
and so make subsequent expenditure more efficient. 

The product that's sold is called Research. 
The product that's bought is more like a global positioning 

system, feeding back to its owner immensely valuable knowledge 
of competitive position, progress and direction. 
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The value of employee communications is finally beginning to get 
the recognition it deserves. When a company decides to achieve new 
efficiencies through restructuring itself, it may feel like strong 
leadership- it may even feel efficient- to impose radical change 
overnight by means of a couple of all-staff memoranda sent down 
from the bridge. But employees who haven't been consulted, haven't 
been informed and feel that they haven't even been thought about 
can be immensely expensive obstacles to change: not because they're 
ill-intentioned but because they're ill-informed. Ill-informed people 
quite naturally become apprehensive and resistant. And the 
~onsequential costs, though difficult to quantify, will always be high: 
m the greatly extended implementation process; in the loss of good 
people; in the general decline in morale. A sustained program of 
listening, consultation, conversation and information can minimise 
confusion and hesitation, build trust through understanding, and 
contribute usefully to a sense of corporate unity. 

The product that is sold is called Employee Communications or 
Internal Marketing. 

The product that is bought is more like machine oil: at small 
extra expense, lubricating the process of comprehension and willing 
compliance swiftly and smoothly throughout the o rganisation. 

There are other marketing services that fulfil much the sam e 
function. Before you start doing business in a country unfamiliar to you, 
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you will need to know how best to put your case. And that means 
getting to know the laws and customs of that country; the language 
of that country; the opinion formers of that country; and the media 
of that country. 

The product that is sold is called Public Affairs. 
The product that is bought is more like a mountain guide: an 

experienced Sherpa who's scaled that peak before and knows where 
all the crevasses are. 

The central virtue of direct marketing - relationship marketing 
- is its ability to separate the more valuable consumers from the 
less valuable consumers and concentrate effort and ingenuity 
on those with the greatest potential. It is an immensely accurate 
and efficient approach. 

The product that is sold is called Direct Marketing. 
The product that is bought is more like a prospector's sieve, 

screening out the mud and waste and exposing the few bright glints 
of gold for all to see. 

All those, and there are many more, are examples of marketing 
services whose primary but not exclusive value lies within the broad 
category of contributing to efficiency through saving costs: in many 
cases, as a result of saving ti1ne. 

But it's at least as much for the second category- for their 
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ability to add value to brands and services -that client companies 
look to marketing services. 

Wherever consumers have both money and choice, a n 
intrinsically good product offering gives a marketing company no 
more than permission to compete. Winning will depend on its ability 
to add greater value than competitors can: and part of that value 
will come from presentation. To put a competitive case is to present 
your case- your company, your product, your idea, your policies, 
your proposition- as attractively as possible. 

It's why people buy cosmetics, why window-dressers should be 
well paid and why costermongers polish their apples. 

No competitive enterprise, in whatever field of endeavour, can 
leave its apples unpolished and still expect to win. There may still be 
a few who belong to the 'good wine needs no bush' school of 
marketing but they won't be found an1ongst the winners and quite 
soon they won't be found at all. 

!here are those who accept the need for pack d esign but believe 
that Its only function is to make the product 'stand out on shelf' . 
It should certainly do that; but it should also do a grea t d eal more. 

There was much talk a few years back a bout the coming d . . 
ominatt~n of something called 'generic brands' . As a p h rase, it was 

a contradiction in terms. As a concept, it had limited con sun'ler 
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appeal. But it's instructive to remember just how institutional 
'generic' packaging was: like State-approved commodities in 
State-owned stores in corporatist regimes. 

A brand, to be successful, needs to be singular; needs to have 
a personality; needs to engage the heart as well as the mind. A good 
pack can synthesise and express all this in a way that no other 
mediun1 can- and will continue to give added pleasure to its 
consumers throughout the product's life. 

What design companies sell is called Pack Design. 
But what clients buy is more like a brand's identity card: its 

DNA, in telling, graphic form. 

For a company, its pack-shot will be its letter-heading, its 
symbol: a unique combination of words and design that comes to 
represent the whole. 

What design companies sell is called Corporate Identity. 
But what clients buy is more like a national flag or football 

strip: an instantly recognisable rallying-point, that can absorb and 
re-transmit the values and achieve1nents of the whole. 

And then there is advertising, which has almost as many roles 
and functions as it has users. But probably its most common use ­
and the one most likely to puzzle both financial directors and social 
commentators - is that of supporting and promoting established 

1 9 W PP Group plc 

Wh y we exist 



brands and services. People can accept the need for advertising when 
launching a brand or having made an improvement to a brand - but 
find it harder to see the value in spending money to tell people about 
the existence of something they very possibly already use. And it is 
here that we need to recognise the value of celebrity. 

Celebrity is recognised by theatrical agents and promoters and 
publicists as having a necessary value for people. It has an equivalent 
value for brands. 

Indeed, George W S Trow has written: 'The most successful 
celebrities are products.' 

Being around, being well known, being salient, being 
contemporary- in any market- are vital preconditions for sustained 
competitive success. But these qualities, like suntan, fade over time. 
They need, constantly, to be refreshed. And that is precisely what 
much of the best advertising for established brands is doing - year 
1n, year out. 

What agencies sell is called Advertising. 
But what client companies buy is more like a pool of spotlight 

on a stage; a trickle recharge for a brand's batteries; or a lasting 
place in the Hall of Fame. 

The demand for communications services continues t o g r ow: 
and so does the range of such services . T ho ugh exist in g media n1.ay 
be forced to reposition themselves with the arriva l of new ones, 
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no marketing medium has yet been totally superseded. So the choice 
available to the enterprise with a competitive case to put grows ever 
wider - and potentially ever more bewildering. 

In evaluating the new ones, and in ensuring that the chosen 
disciplines work together with consonance and coherence, one final 
metaphor may help. 

There are two forces at work when you try to make progress: 
Thrust and Drag. 

Some of our products help their client-consumers reduce Drag, 
and some help their client-consumers increase Thrust- and some 
do both. 

If they are selected, bought and evaluated not for what they are 
but for what they do, the management of marketing can seem a 
great deal less complicated. 

]eremy Bullmore 
Director 
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Industry overview 

In 1997 worldwide expenditure on communications 
services grew about 7o/o to more than $900 billion. 
The industry ranks amongst the top r o in the United 
States, the world's largest industrial nation, and is 
amongst the fastest growing. 

The outlook for communications 
services 
The US market continued to strengthen in 
the low inflation, low interest rate, high 
employment 'Goldilocks' environment. 

Europe and, in particular, Continental 
Europe, grew strongly from low post­
recession levels although some countries 
such as France and Germany still suffer the 
highest rates of unemployment since th e 
end of the Second World War. This will 
probably continue due to the strictures of 
the entry criteria to European Monetary 
Union. The UK exhibited reasonable 
growth, although the strength of sterling 
made it hard for the manufacturers of 'real' 
products (as opposed to intangibles such as 
services) to compete. It is difficult to believe 
that a British manufacturer can become 
20% more competitive over a period of just 
12 months. 

Asia Pacific and Latin America grew 
strongly but within the regions there was 
some volatility. In the latter half of 1997 
Thailand, Indonesia, Malaysia, South 
Korea and the Philippines all suffered 
significant economic problems, stock 
market collapses and currency devaluations. 
There was also some volatility in the 
Brazilian and Argentinian markets. 

Africa and the Middle East, which had 
previously looked increasingly interesting, 
looked less so following political 
uncertainties in South Africa and Israel. 
Although the two biggest segments of the 
communications services industry 
(advertising and promotions accou nting 
for about 40 % each) continued to grow 
strongly, even stronger growth was seen 
in information and consu ltancy, public 
relations and public affa irs and speciali st 
communications. 
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1998 sho uld see s imil a r g rowth on a 
worldwide basis, perhaps a t a slightly 
slower ra te of 6 % . The US and Europe 
should continue to g row well, along with 
Latin America. Asia Pacific remains the 
en ig ma. Althoug h econ o mic disruption is 
confined so far to a relatively small part of 
the region, there a re conce rn s about Japan. 
In addition , th e re is a possibility of a 
'blow-back ' e ffect on Western economies 
and multin a ti o nal s. Fie rcel y competitive 
Asia Pac ific-based multinati o nals will be 
even better pl aced to compete against their 
US- and European-based counterparts 
thro ugh th eir devalued currencies. We haw 
yet to see the potenti a l impact of this on 
American and European multinationa ls' 
profitability. 

1999 should see a similar pattern to 

1998, but perhaps at a slightly reduced 
growth rate o f 5-6'Yo. However, towards 
the end of the year, g rowth s hould accelem ~ 

in front of the US Presidential election in 
2000, the mill ennium Olympics in Sydney 
and the general focu s on the n ew centur . 

Although boom conditions are unlike!) 
to continue uninte rrupted given relativelv 
low inflation, the econ o mic correction ' 
necessa ry should be relativel y mild, 
certainly in comparison with the 1980s. 



Worldwide communicat ions services expenditure 1997 (Sbn) 

Advertising Market resea rch 

USA 178·7 

UK 19·4 

France 11 ·4 

Germany 18·5 

Japan 28·6 

ROW 126 ·0 

Total 382·6 

Source: WPP est1mares from vanous trade sources 

Top 12 US industries by f ina l 

dollar sales 

1995 2000 

US Industry Sbn Rank Sbn Rank 

Health & medical services 1070 1 1310 

Insurance 655 2 880 

Construction 500 3 675 

~ed products 498 4 640 

Educational services 490 5 670 

Travel service'S - 430 6 595 

Motor vehi~l~arts 320 7 425 

Aerospace 270 8 335 

Communications 251 9 353 

Electronic ~quipment & components 245 10 380 

Telecommunications services 230 11 350 

Apparel & related Qoo~s 160 12 185 

Top 12 total 5 11 9 6798 

Sources: Veronts Suhler & AssoCiates: Wlfko fsky Gruen AssoCia tes. 

US Department of Commerce 

Top 12 US industries ranked by 

five-year growth 

3 

5 
4 

6 

11 

9 
8 

10 
12 

1990- 1995 1995-2000 

US Industry Grow1ht Rank Growth t Rank 
Telecommunications services 8·9 1 8·8 2 
Health & medical services 7·7 2 4·1 11 

Electronic equipment & components 7·5 3 9·2 

Motor vehicleS& parts 6·8 4 5·8 

Insurance 6·6 5 6·1 

Educat ional services 6·5 6 6·5 5 

Communications SA 7 7·0 3 

Travel services 5·1 8 6·7 4 

Food & related products 3·6 9 5·1 9 

Aerospace 2·7 10 4 ·4 10 

Construction 2·6 11 6·2 6 

Apparel & related goods 1·6 12 2·9 12 

Top 12 total 5·7 5·8 

Nominal GOP 4·8 5·5 

rcompound annual growth 

Sources: Veronis Suhler & AssoCtares; Wilkotsky Gruen Assoetares: 

US Department of Commerce 

J ·2 
1 8 
0·8 
1·0 
0 ·6 
2·1 

10·5 

Public relations Specialist 
& p u b li c aHairs communications Total 

16·6 273· 1 472·6 
3·1 44·9 69·2 
0·7 15·9 28·8 
0·9 22 ·7 43·1 
2 7 31 ·1 63·0 

2·' ' 109·0 239·5 

26-4 496·7 916·2 

Fast er g rowth outside media advertising 
r tq8-' =-- l OO t 

1!!1 Prorno t1o n s No n -rned1a advert1s1ng M ed1a advert1s1ng 

250 

200 

150 

100 

84 85 86 87 88 89 90 91 92 93 94 95 96 97 

Sourc e: Veron1s Suhler 8 Assoc,ares 

Worldwide agency market share (%) 

Top ten 
advertising Global 

organisations networks 
1989 29·8 -22-0 
1990 32A 2~1 
1991 32 ·6 24 ·6 
1992 32·9 24·7 
1993 32 ·6 253 
1994 33·1 25·7 
1995 33·2 """26·0 
1996 33·3 28·2 

Sources: Advert1smg Age; Merrill Lynch est1mares 
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The long-term factors behind the 
growth in communications services 

Founded only 12 years ago, WPP depends 
on two trends in the communications 
services industry. 

First, communications services such as 
information and consultancy, public 
relations and public affairs and specialist 
communications will grow faster than 
advertis ing. Why? Well, our clients, both 
the major multinational and national 
companies, have become increasingly 
concerned with the rising real cost of 
telev ision advertising, mostly network 
pricing, in major markets. Also, because 
those clients are increas ingly looking for 
integration opportunities between various 
disciplines as they seek ways of increasing 
revenues and market share (or, more 
negatively, look at ways of reducing costs). 
All this has been reinforced by the growing 
fragmentation or personalisation of media. 
Al though trad itional network television will 
remain powerful, it will be less powerfuL 

Secondly, communications services will 
grow fa ster outside the US than inside. 
Now, this does not mean that you should 
commit hara-kiri if yo u are employed in US 
advertising. In fact in the last few years the 
US has become even more powerful, 
probably as a result of the collapse of 
Communism and extreme socialism in 
almost all parts of the world. In addition, 
the US is important not only because it 
accounts for almost half of most industries 
li ke our own but also because through its 
outstanding multinationa ls, it influences 
even greater expenditu re around the world 
despite the move towards greater 
empowerment in most corporations. An 
interesting example of this is the investment 
banking and fund management industry: 
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Industry overview continued 

Outlook for growth in advertising expenditures (%) 

1990 1991 1992 1993 1994 1995 1996 1997 1998E 1 999E 

Nominal US GDP 5·6 3·0 5·5 5·0 5·9 4 ·6 5·1 5 ·9 4·0 4 · 1 

Real US GDP 1·2 (0·9) 2·7 2·3 3·5 2·0 2 ·8 3 ·8 2 ·6 25 

Total US advertising 3·8 (1-B) 3·9 5-4 9·0 5·5-6·0 7·1 6 ·3 5· 7 4 ·5 

Newspaper advertising (0·3) (5·8) 1·0 4·5 7·5 6 ·0 5 ·8 8·2 5 ·8 4 ·8 

Broadcast advertising 5·6 (3·5) 7·3 4·4 12·0 
-

5·0 10· 1 3·8 6 ·1 3 ·4 

1V networks 3·0 (4·8) 6·9 1·5 7·5 5·0 10·0 2 ·0 5 ·5 1·0 

1V stations 4·5 (6·2) 6·5 4·5 13·0 4·5-5·0 8·4 2 ·6 5 ·3 3 7 

Magazine advertising 1·3 (4·1) 7·3 5·0 9·5 6·5 7·0 8·5 4·5 4 ·5 

Total non-US advertising 11 ·8 5·5 7·5 (1·3) 9·7 15·0 3·0 6 ·0 5 ·0 5 ·0 

Source: Metril lynch estimates 

Top 20 advertising markets in 1997 Business e · . nv.ronment attractiveness 

Adspend Qua n . n I at1ve assessment: selected countrr es 

Country/rank 
Population Adspend per Adspend 

(m) (Sm) capita ($) % of GDP 

1 USA 266·6 106,997 401 ·3 1·33 

_2Japan 125·8 42,318 336-4 0·90 

3 Germany 81·9 21,677 264·7 0·88 

4 UK 58·3 17,993 308·6 1·47 

5 France 58·4 10,439 178·8 0·66 

6 Brazil 157·9 8,863 56-1 1·23 

_7~Korea 45·5 7,581 166·2 1-41 
_!!__ Italy 

-::---------~5~7-4~~6~,8~61~~~~--~~ ..L Spa,n 119·5 0·55 

:~------~3~9~·3 __ ~4~.992~ __ J1~27~·0~--~~ 
1.Q____ Australia 0·82 

18·3 4,878 266·6 1·19 

- 30_·0-----.::4~,638~ __ 2;154~·6 ____ .Qi!~ 0·75 
~ethertands 15·5 3,706 239·1 0·90 
13 China 1,221 ·5 3,603 2·9 ------..::.~ ___ OQ:.·3~7~ 

14 Tarwan 21·5 3,528 164·1 1·19 

1.?__~exico 96·6 3,477 36·0 0·98 

16 Argentina 35·2 3,073 87·3 0·96 

17 Switze~and 

18 Colombia 35·1 2 635 ----'"'' _____ 7c::5·1' ~ 

19 Hong Kong 6·3 2,428 385·4 1-40 

20 lndonesi!'. 193·~ ....3: 11_8 __ __:.1::_0·!:.9 -~ 

USS figures at current prices 
1996 population figures 

Sot..-oe· Zenith 

8 1993-1 997 
8 1998-2002 

SourC<3: EIU 
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0 =worst 
10 = best 

Netherl ands 

Britain 

United States 

Canada 

Singapore 

who wouiJ ha ve pred icred rhe demise of 
rh e 'Warburg· brand wirhin suc h a short 

pe riod of rime? 
W h y d id ir h a p pen? We ll , probably, the 

mosr s ig n i fica n r facror was rhe lack of 
prese nce or franchise in rhe m ost powerful 
economy in rhe world. lr is extremely 
difficulr ro compere aga in st the Big Four 
US-based bra nd s - Go ldm a n Sachs, 
JP Morgan, Merrill Lynch a nd Morgan 
Sranley D ea n Wirrer- un less you have an 
ex tre m e ly srro ng US fr a nchi se . European 
based b a nk s s uch as UBS, Deursche Mora-,m 
G renfe ll a nd H SBC a re a lso find ing rhi 
o ur. Big inv esrmenrs, proba bl y by 
acqui siti o n , h ave ro b e m ade in the US. 

In o ur case US- influe nced exp enditure 
m ay be as hi g h as rwo-thirds of world\ i 
spending . Howeve r, markets ourside the 
will conrinue ro offer g rea te r rela ri ve growth. 
In du e course, A fric a , Pa kis t an- and, \· h t 

po litics p e rmir, M ya nm a r wirh a populati 1 

of 45 mi ll ion , C uba wirh 11 million peo I 
a nd Cenrra l America wirh 33 million- will 
fo llow co unrri es such as Vietnam, Colombia. 
Peru, South Africa, rhe Czech R e public 
Hungary, Po la nd a nd Ru ss ia . 

The recent problems in As ia Pac ifi c a r 
un like ly ro di s rupr rhi s tre nd . There has 
been lirrl e ev ide nce rh a t s h orr- to medium­
term economic difficu lti es wi ll di scoura" 
o ur clients fro m continuing to build their 
busin esses rhe re. A fre r a ll , by 2025, 
approximately 65'Yr, of rh e wo rld 's 
po pul a rion will li ve in As ia Pac ific . 



Are consumers and clients different in 
the 1990s as compared with the 1980s? 
In the 1980s and before, we we re a ll 
Keynesians, the key political a nd econom ic 
question being w ha t leve l of inflation co uld 
be tolerated to ensure 'full' empl oyment . 

Today we a re all Friedmanites, trying to 
determine what leve l o f unemployment 
could be tolerated to ensure 'ze ro' infl a ti o n . 

This Friedmanite a pproach m ay be 
difficult for governments ro m aintai n 
particularly in ad va nce of e lections in, fo r 
example, France or Germa n y or in Latin 
American countries, w here Prime Ministers 
or Presidents have removed moneta ri st 
Finance Ministers a nd embraced m o re 
populist policies. 

H owever, thi s new approac h does see m 
to have had a n effect o n both the consumer 
and our clients. As a result, both communiti es 
a re much more cautious a bo ut expenditure 
a nd decision-making. Perhaps the severe 
recessionary squeeze o f the ea rl y 1990s 
and fear of un empl oym ent has made the 
consumer much mo re price/quality 
conscious. Certa inl y cli ents are far more 
cautious in their decision-making a nd as a 
res ult advertising ex penditure m ay have 
turned from being a lead indica tor to a lag 
indicator. In o th er words, cli en ts will spend 
o nly when they are sure the econom y has 
improved or will cut spending on ly w hen 
they are sure of a downturn - no t in 
advance in either case. 

European trends 

• S weden 
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If It Ain't Broke ... Fix It 

Companies in the communications services industry need 
to change, because our clients' needs are changing. 
And why is that? Because the Inarkets they operate in are 
becoming increasingly competitive, and they are having 
to develop new strategies to deal with this. 

Martin Sorrel! traces this process from the factors that 
tend to increase competition, through our clients' respons 
to these factors, to our own current thinking. 

--o~~e;re&~S~s::~~~~--------------
·~ Per 100 15-64 year-olds Increas ing c ompetition 

Low population growth 

Tcchnoloqy trLJnsfe r 

·~ so 

10 

Britain 
us 

85 90 9S 
Souree:ullil 2000 os 1o 1s 20 2s 

9d Nations WOrld Bank 
30 

Most Chairmen a nd CEOs pro mise g rowth 
of a t least 10 % per annum in revenu es, 
ea rnings per share o r cash fl ow. As 
population growth, pa rti c ularl y In so-ca ll ed 
developed co untries, is sig nifica ntl y less 
rhan thi s, these o bjecti ves ca n be achi eved 
only by expanding geogra phica ll y a nd/or 

raking share from competitors. 

Jt is vcn · d iffi c ult to mainta in a rechno looi 
a J va nt ;~gc. C ompe ti to rs ca tch up quicklr. 
even in w ha t seem techno logica lly 
sophi s t ica tccl indu stri es such as a utomobil .: 
co mpun: rs o r te lecomm unica tio ns. Even 
th ese 1nJu stri cs a re ra king o n rhe 
c ha rac te ri st ics o f th e pack aged-goods 
indu stri es. As a result, product life cycles a 
sho rtening a nJ bra nd cycles a re lengthenifl&. 
Pro duc t introclucti o n lea d rimes a re bein <> 
co nce rrin aed a nd pro duc t res ting a nd 
resea rc h have ro be speeded up significanrly. Improved communications and free trade 

Obvio usly, easier travel a nd electro niC 
communications have m ade g lo ba l 
competition a reality. H owever, th e sing le 

. . ic ac ti vity has b1ggest st1mulan t to eco no m 
been the growth of the free tra de a reas: 
N ot only in Europe, bur in La tin Am en ca 
and Asia Pacific roo. It would be a ver y 
backward step if p rotecti o ni sm w as rh e 
response to the eco no mic issues m Asia , 
as some have sugges ted. 

Stable growth and low inflation 
Both these underl ying factors ha ve been . 
reinforced by more recent econo mic po llcl es 
which have resulted in low ra tes of inflan o n, 
low interest ra tes and rela ti ve ly sta ble 
growth. As the economic st re ngth of th e 
1990s continues and the bull markers 
outrun historica l precedent it may be th a t 
this relative sta bili ty can continue. In a ny 
event, such conditions cruell y expose the 
manufacturer pr icing stra tegies o f the 
infl ationary 1980s when price increases 
could be easil y passed on. In these new 
conditions the consumer has become 
increasingly price/quality conscio us. 
The fact is: a li ttle dose of infla ti on makes 
life much easier. 

Competiti o n is furth er intensified by rh 
rowing te nd ency fo r hither to fi erce g . . . 

comba ta nts to fo rm s rra reg1c JOII1t venture 
o r a lli a nces- in s uc h indu stri es as 
a u tom o biles , imaging a nd pha rmaceuri <Is. 

In s uc h c ircumsta nces th ere is a tendency 
to pl ay sa fe a nd no t ra ke ri sks. It is ver · 
di ffi c ult ro e ncourage ex penmenra n on and 
res ist th e tempta ti o n to puni sh failure. 

Growing re tail powe r 
Control of rh e c ha nn e ls o f di stributio n is 
being in c reas ing ly concentra ted in fewe r 
re ta il h a nd s. Fo r exa mple, in the UK, fo ur 
compa ni es co ntro l ove r ha lf o f food 
re ta iling, a nd th e he rring is th a t thi s tr nd 
will co ntinue , as lo ng as inc reased 
effi c ienc ies a re p assed o n to th e consum er 
in rhe fo rm of pri ce reduc ti o ns. 

Reta il e rs have re info rced thi s con trol 
thro ug h rh e d eve lo pments of th eir own­
la be l bra nds . Th e cons um e r used to re<>:1r 
these bra nd s as s hodd y o r chea p a nd n:1 r~ 
(ra th e r as we used ro think of J a pa nese or 
H o ng Ko ng m e rch a nd ise), hut in rhe la r 
cycle in pa rti c ul a r, re ta il bra nds have 
become strong hra n ds . Ofte n th ey have 
es ta bli shed d iffe renr q ua lit ies a t d iffe renr 
price po in ts . Ma n v h<·l ve beco m e 
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Growth of retail power: 

top 25 retailers worldwide 

CAGR 1997 CAGR 

1997 95-97 sales 95-97 

Ranklcompany stores (% ) (Sbn) (%) 

1 Wai-Mart 3,237 4 11 2 12 

2 Metrot 3,789 5 43 5 

3 lto Yokado 13,1 16 4 40 

4 Auchanf 1,827 109 33 4 1 

5 Km art 2,268 -4 32 -4 

6 Rewef 10,865 12 32 10 

7 Carrefour 666 --6 30 9 

8 Sears 3,810 8 30 

9 TescO 767 11 30 17 

10 JC Penney 4, 167 47 30 18 

11 Aldif 6,766 3 28 

12 lntermarchet 10,669 82 28 13 

13 Oaieif 9. 104 9 28 2 

14 Oayton Hudson 1,136 28 9 

15 Promodes 5,350 27 3 

16 Tengelmann t 7,793 27 3 

17 Kroger 2,186 1 27 5 

18 J. Sainsbury 1,029 10 26 

19 Leclerc t 561 0 25 

20 Ahold 3.281 16 25 26 

21 Edekat 3,212 0 24 0 

22 Home Depot 632 22 24 22 

23 Costco 277 23 10 

24 Safeway 1,274 10 22 17 

25 Juscof 4,235 17 20 18 

TMVI estimates 
Source: Management Ventures 

Web retailing 
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Jnsurance/ Financtal servtces 
Computer software/Hardware 

Travel 

Apparel 

Toys 

Books 
Magazmes 

MustcNid eo 

Flowers/Gifts 
Automobiles 
Office produc ts 

Spec talised sporting goods 
Consumer electron tcs!Appl iances 

Groceries/Food 

Collectibles 

General sportmg goods 

Tools/Home repair 

Home furnishings 

Low Inte rne t bus iness opportunity 

Source: Morgan Stanley Dean Wilt or 

H tgh 

syn o nym o us w ith the highes t q ua lity_ Is 
th e re no end to th eir ma rket penetration ? 
Pe rh aps so, beca use there is some ev idence 
to s ugges t t ha t w hen reta il ers concentrate 
too much o n reta il bra nds , consumers fee l 
th a t th e ir cho ice is too restri cted a nd 
o ve ra ll sa les suffe r. 

In th e hig h infla ti o na ry 1980s 
m a nu fac turers com pounded the problem by 
pred ato ry p ri c ing, furth er w idening the 
pri ce differenti a l w ith reta il brands. The 
lower infla t ion 1990s have onl y highlighted 
th e p ro blem still further a nd enha nced the 
price/qu a lity im age o f reta il bra nds. In 
respo nse, m a nufactu re rs have recentl y had 
to respo nd by mak ing vio lent price 
reductio ns in ca tegori es such as ciga rettes, 
cerea ls a nd o the r food s_ 

Contro l o f o r influencing the channels of 
di stributio n will become increasingly 
importa nt as product differenti a ti on 
beco m es more difficult. At the sa me time 
th e g rowth and deve lo pment o f electronic 
m edi a w ill a llow mo re effecti ve one-to-one 
m a rk eti ng, whi ch w ill make rela ti onship 
m a rk eting th ro ugh those channels o f 
di stributi o n m o re impo rtant- In response , 
som e a uto m o bile ma nu facturers , fo r 
exa mpl e, a re con side ring ownership o f 
dea lers hips in an a ttempt to fo rge close r 
re la ti o ns hips with th e consumer and 
influe nce the purch ase decis io n mo re 
e ffecti ve ly. In the sa me vein , w hy shouldn 't 
a food m a nufacturer own some 
supe rm a rkets - a t least to o bse rve the 
co nsu me r m o re close ly. 

Pu zz ling ly, a lth o ugh the new electronic 
med ia g ive m a nufacturers an effective way 
o f es ta bli shing a d1rect di a logue w ith the 
consum e r, 1t is th e reta il er w ho has invested 
more agg ress ive ly in deve lo ping thi s a rea . 
T h1 s is a ll th e more pe rpl ex ing beca use 
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often 50 % of a manufacturer's cost can be 
in di stribution. So why have manufacturers 
been so reticent? Partly it is because they 
fea r upsetting the traditional distribution 
channels - the wholesalers and the retailers. 
It may also be due to the tendency for 
manufacturers to believe that their customers 
are the trade and not the consumer_ 

As a result of new technologies, we seem 
to be w itnessing the development of new 
virtual manufacturers who offer products or 
services on demand with little or no inventory. 
In the personal computer industry we find 
Dell and Gateway selling over the telephone 
and computer directly to the business and 
home market whilst Amazon.com in books 
and Ameritrade and E*TRADE in financial 
se rvices are further examples . 

New competitors 

N o product or service category is safe from 
competition, and this trend is not confined 
to packaged goods. Brands that consumers 
trust a re invading new categories . Even in 
our own industry who - a few years ago ­
would have thought that CAA, a tiny 
H o llywood-based talent agency, could 
outpitch McCann-Erickson for the 
Coca-Cola account? Or that rapacious 
management consultancies wo uld embrace 
the language of marketing and branding 
to invade the communicati ons services 
industry? Or that Swatch could produce 
a car with Mercedes Benz? Or that 
Marks & Spencer or Sainsbury or Boots 
could enter the financial services or 
hea lthca re market? Or that Samsung would 
enter the automobile market? Or that 
Virgin would enter the spir its, airl ine, cola, 
bridal and fi tness markets? 
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Survey of manufacturing executive~ 
on their strategies for global expans•on 

8 Alliance 
• Joint venture 

Expand facil~ies 
New facilities 

• Mergers and acquisrtions 
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Geographical expansion 
Given this background, it is easy to see wh y 
our clients have expanded geographica ll y. 
However, there is still a long way to go. 
Twenty or thirty years ago many America n 
companies believed they were multinational. 
Even today the average American 
multinational still has onl y 20% of its 
business outside the US. Coca-Cola is the 
exception, not the rule, with 80% of its 
business outside America. 

No wonder that our business continues 
to expand in Asia Pacific, despite recent 
problems, and in Latin America , despite the 
volatility. Ce~tra l and Eastern Europe ar 
;o llo\~~~~1 Q~~kly wi h Ll ss ia ass uming 
B azrlia fl -IJke Im portance in the regio n . 

Africa and the Middle East will ra pidl y 
fo llow, politics permitting. 

Generally, if the world economy grows a t 
an average of 3-4%, the US and Western 
Europe will grow at 2-3% , and Asia Pacific 
and Latin America at 6-7 % . 

WPP Group plc 
What we think 

Client strategies 
H ow have o ur c li ents re sp o nded to thi 
rap idl y c h a n )!_ in g e n v ironme nt? La rgely in 
th ree ways, o r a mi x tu re o f the m , dependi~ 
o n th e sta re of th e eco n o mic cycle . 

C ost cutting 
Pa rti c ul a rl y a t th e begi nnin g o f a cyclical 
d ow nturn th e re is s ig ni fica nt a ttentio n t 
cos ts . Thi s is re la ti ve ly easy, as compa ni 
have beco m e bl oa ted in th e course o f th 
prev io us u p turn . T h e re is a mple scope for 
foc using th e business a nd re m ov ing 
peri ph e r ;·t\ acti v iti es a nd fo r explo ring the 
latest tTl<ln ~\ ~c n\cnt fads, w h ethe r it b e 
de laye rin g , outso urc ing, zero-based 
b udge ting, pro cess re-e n g ineering, total 
q ua lity m a n agem ent o r w h a tever. 

The re is n o d o ubt th a t competitive 
press ures w ill d e m a nd continuo u s a ttenti t 

to cost, a nd th a t th e d eve lo pment o f 
info rm a ti o n tec hno logy w ill m a k e the 
improve m ent o f process eas ie r. 
O ld hi erarchi ca l comm a nd a nd contro l 
structures a re b e in g unde rmined by 
in fo rm a tion b e in g ava il a ble to a ll. 
Ne twork structures ra the r th a n function, I 
o r geogra phica l structures w ill become 
the n o rm. 

H oweve r, ultim a te ly the re is a finite limit 
to how fa r yo u ca n c ut cost s, whereas in 
theo ry, the re is no limit t o h ow fa r you ·,m 
increase reve nues- a t least until you reu -h 
1 OO'X, m a rk e r sh a re ! So clients' thought, 
turn to o th e r a reas, p cutic ul a rl y as 
economic conditions 1111prove. 

Acqutstttons 
As t h e L·yc le st a rts t o turn upwards, 
conce rn s d h o ur L·osrs s t a rt t o recede and 
y ua nrum red uc tions becom e m o re d ifficult. 
Pe r h d P '-> a hon:d om facto r s ta rrs to pera ' 
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as well. Cha irmen a nd C hie f Exec uti ves 
turn their a ttention s to me rgers a nd 
acqui sitions. This is al so dri ve n by the 
lower costs o f de bt a nd equity ca pita l as 
interest rates fa ll and equity ma rkets ri se . 

97 

The interesting po int is th a t th e cos t o f 
acqui siti ons seems to va ry littl e a t diffe rent 
po ints in the eco no mic cycle, pa rti c ul a rl y in 
the packaged-goods sec tor. Prices seem to 
stick a bove 20 times ea rnings a nd a t a 
significant premium to sa les . 

As this piece is being w ritten , th ere is 
increasing co nce rn a bo ut the leve l of stock 
markets on bo th s ides o f the Atl a nti c, a nd 
the sca le and vo lum e o f merge rs th a t a re 
bei ng contempla ted, but nor a lways 
consummated. Altho ugh ma rkers a re high 
on the bas is o f hi storical precedents, 
underl ying econo mic condition s a re m o re 
stable, the suppl y o f in ves tm ent funds is 
substanti a l, a nd ma ny dea ls a re nil 
premium merge rs in th e sa me o r s imila r 
industri es w ith economies based on cost 
reducti ons. Pro ba bl y the biggest ca use fo r 
concern is the im pact o f recent pro blems in 
As ia and the poss ibility o f furth er eco nomic 

instab ility in J a pan . 

Revenue and market share growth 
At the top o f the cycle, revenue g rowth a lso 
becomes mo re impo rta nt. The re were som e 
signs that stock markets we re acco rding 
higher va lues to those com pa ni es th a t ha d 
higher o rga nic growth ra tes - a lth o ug h 
lately stock p ri ces have been inc reas ing ly 
driven by so-ca ll ed mo mentum in ves ting. 

In any event, mos t na t iona l a nd 
mu ltinati ona l compa ni es a re inc reas ing ly 
foc using on ma rket sha re g rowth, 
particul a rl y as product a nd se rvice 
differenti a tion becomes mo re d t ffi c ul t. 
To some ex tent t h is ex pl a in s w hy 
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ad ve rti sing expenditures sta rted to pick 
up in 1994, and w hy academics have 
sta rted ro produce to rrents o f books and 
a rti c les on the nevv ly di scove red wo rds 
' revenue g rowth ' . 

C lea rl y, in thi s environment, the ro le 
o f co mmunica tions se rvices will continue 
ro ex pa nd . Product cycles sho rten, and 
brand cycles lengthen: as clients seek 
revenue growth thro ugh marker sha re 
g rowth o r geogra phica l ex pansion; as 
q ua ntificat ion of dec ision-mak ing becomes 
mo re impo rtant; as network telev ision 
beco mes increas ing ly expensive; as new 
electronic media evolve, and the development 
o f ta rgeted marketing becomes easier; 
as traditi o na l media fragment further; and 
as cost pressures reduce interna l resources 
and clients become more dependent on 
o utside advisers . All in a ll , a very 
a ttracti ve backgro und. 

, ' WPP (;roup plc 
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The challenge for the communications 
services industry 

T here are severa l opportuni ties for the 
communications services industry, which 
could eas ily become threats if ignored. 

The right structure 

We pride ourselves, and indeed others see 
us, as being at the cutting edge of progress 
~ crea ti ve, modern, youthful, full of new 
tdeas. Nothing could be fur ther from the 
truth. In the way we and our competitors 
run our advertising businesses, we are 
probably more conservative than lawyers, 
mvestment bankers and, dare I say it, even 
actuaries . 

Some of WPP's businesses, particularly 
some of our specialist communications 
services businesses, have fl atter, more 
horizontally or client driven structu res. 
Usually these are fi rst-generation firms 
working in fas t-growing niche areas . 
H owever, our larger, more institutional 
businesses tend to remain rooted in the 
past, w ith vertica l, functionally dr iven silo­
like structures that have not changed for 
decades. This, despite the fac t that most of 
our clients have gone th rough signi ficant 
structural reorganisa tion that has res ulted 
in dramatic organisa tional changes and 
dramatic reductions in headcounrs . Often 
people num bers have been reduced by as 
much as 50 % . In our own industry there 
are squeals of displeasure if numbers are 
reduced at all. 

Unfo rtunately, they change on ly when 
fo rced to do so, usually as a result of a 
di saster. 'If it ain 't broke, don 't fix it.' 

Adve rtising agency structures, in 
particul ar, rema in rooted in the past. 
Organagrams remain the same with 
perhaps a change in the names of a 
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department from editorial publicity to 
creati ve. They remam predommantly 
organised by geography first, function 
second and client only third. FunctiOnally 
driven, an account handling department 

lares to a strategic planning department, 
re d. 
or the creative department, or the me 1a 
department, or finance function. ~!early the 
opportunities for m1scommumcanon or 
inaccurate briefing and the development of 
turf or terr itorial barriers are considerable. 

Like other institutions in other fields, our 
. sritutions have a strong instinct for m f . . 
survival, particularly at times o cns1s. 
In addition, one of their considerable 
strengths is an ability to observe changes 
at their clients. Most of our clients have 

ne through considerable strategic and 
~ k' structural change and are now see mg 
economies, not of scale, but of knowledge 
or learning. There really is no point in 
reinventing the wheel unnecessarily. 
It is essential to encourage everyone to 
learn fro m each other, particularl y when 
new technology enables you to do so 

more easil y. . 
As a result, agencies wi ll have to radicall y 

change their structures, in verting the . 
previous emphasis. They wdl be orgamsed 
by cl ient first, by function second , and 
lastl y by geograph y. These changes wdl cal l 

on the sk ills of the orgamsatiOn and 
up . I 
methods experts, demanding a metJcu ous 

examination of process and of the way, for 

example, that creative work is developed 

both at the client and at the agency. 
Once the process has been analysed, the 
appropriate organisational structure can 

be devised. 
Many large packaged-goods clients 

bemoan the fact that their creative work 

is ave rage. A lot of thi s may be due to the 

Some WPP test bed activities 

Developing cross-functional teams 

Installing time accounting systems 

Devolving financial responsibilities 

Selling support services 

Streamlining client portfolios 

Promoting strategic planning function 

Responding to client changes 

Challenging client fee structures 

Eliminating unprofitable accounts 

fact that the process of producing their 
work is poor and too complex, with far 
too many layers and people involved . 
A committee tends to produce a camel. 

It is also apparent that several management 
consultancies are starting to turn their 
attention to the marketing function. 
Having exhausted the opportuniti es for 
re-engi neering on the 'suppl y' side in 
production and distribution, they are focusing 
on the 'demand' side. After a ll, marketing 
costs can often be the largest single cost 
after manufacturing costs in the client 's 
income statement. 

At WPP we now have 21 test beds that 
are examining ways of improvi ng our 
process. These test beds, which span o ur 
eight profit centres, cover global client 
business units, or countries, or cities o r 
offices . The aim is to ana lyse and improve 
the business process and examine 
profitability. Better work , faster. 

To some, filling in time sheets and minutely 
analysing the business process may not 
seem like an appropriate part of adverti sing. 
However, unless we analyse o ur revenue 
streams more effectively, o ur resource 
all ocation , our processes and o ur 
organ isati onal structures will not adequa te ly 
help our clients in dea ling with the 

competitive pressures they a re subj ec t to. 

Interestingly in recent remunera tion 
negotiations with some o f o ur la rgest 
cl ients, we have agreed that we wi ll joi ntl y 
rev iew our organisa tion a l structures to 

improve the crea tive process- to m a ke it 

more effective, quicker in respon se a nd 
more efficie nt. Both cli ent and agenc y w ill 

benefit as a result. 
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Stemm1ng sta ff tu rnover 

Streamhn.ng approvals processes 

Reduc1ng management costs 

Shanng and poohng resou rces 

Manag1ng propen y e 11ect1vely 

Explo 1t1ng best pract •ce and ef1Lclent serv1ce functions 

Redefm•ng mcent •ves 

The right stze: b tg or smal l 
C lose ly re lated to th e issu e of structure is 
the issue of s ize . The common conception i 
th a t th e la rge r a business is, the less 
c rea ti ve it is . As a result , smaller agencie 
a ttract c li ents o n th e bas is of creative 
spa rkin ess a nd s p eed of response. On the 
othe r h :md , c li e nts a lso look for breadth 
and d epth o f fun ctiona l a nd geogra phic 
reso u rces a nd co-o rdin a ti o n, which on! 
la rge age nc ies can provide . You might 
assume, then, that a mid-size agency v.rould 
be the pe rfect comp ro mi se solutio n ; but 
thi s isn ' t so. 

C urrentl y, it seem s th a t the market\ ill 
po la ri se w ith th e very big a t o n e end, and 
th e ve ry sm a ll a t the o the r. Larger agencie 
con tinu e to inc rease th e ir m a rket share a 
c li ents continu e t o consolida te the ir roster. 
Recent consolida tion s include IBM, 
D e Bee rs , Eas tm a n Kodak, SmithK\ine 
Beech a m, Kimbe rl y-Cia rk Scott, Ford 
M a tte!, Kra ft Foods, Ame rican Expre s 
(a ll good for u s ), Baye r, R eckitt & Colm. t. 
C ol ga te- Pa lmoli ve (w hich did n ot affe t us' . 
a nd S.C. J o hn son, Nabisco, M o torola 
C itiha nk (h a d for us). 

At th e sa m e time th e la rge r agencies 
a re consolidating the ir position throuah 
ac qui s ition . The roll -call of mid-size 
a cqui s iti o n s lengthe n s a lmost w eekly. 
Hill Holliday, Campbe \1 Mithun Esty an 
CCT h ave follow e d TBWA, C hia t D a ', 
Sca li McCa h e Sloves, Ke tchum a nd 
Amm1r a ti & Puri s into the h a nds of the b' • 
boys . T h i.., d e spite th e protesta tions of th '\! 
tconoc las ric an d idiosy ncra tic owners th~lt 
th ev wo uld n eve r d o so. T h e reasons? 
Wc.ll , mon t' v ,.., a pnfectl y respec table ne. 
l"hL' l" l' we re . ut h e r s too, such as the n ' d 
pro vtd c g r<.'<HL'r g L"ugr a phica l a nd functi~,.n,\ 
re-.<>urct' -. to L·lit:' tHs. However, the re rem.: 1\" 



Continued consolidation of 
agency rosters 

Company 
Bay er 

Previous numbe r 
of agencies 
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of a g e ncies 
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the question of whether the large fin a ncia ll y 
orientated holding compa nies ca n 
adequately absorb these entre preneuria ll y 
driven, first-generation, one-centre 
businesses, particularly w hen they are 
left on their own. 

Indeed the merger and acqui sitio n boom 
of the 1990s in the communica tio ns 
services business is ve ry different to th a t 
of the 1980s. In the 198 0s the ra pacio us 
acquirers were the Europea ns, with the 
Americans complaining o f unlevel pl ay ing 
fie lds, the iniquities o f UK GAAP and the 
Weakness of sterling. Today the America ns 
have become the gobblers, co nsuming 
everything in sight. The questio n rema ins 
whether investment o r fin ancia lly based 
holding companies can successfull y manage 
these large groups in the a bsence o f a 
Strategy or vision that clea rl y a rticul ates 
and delive rs added va lue to clients and 
People. Whilst buoyant stock m a rkets and 
real markets cover up these inadequacies, 
bea r markets and recess io ns cruelly 
expose them. 

At the smaller end of the scale, in a 
healthy Darwinian-type process , individua ls 
or groups of individua ls continue to break 
off from bigger groups to fo rm new 
agencies. N owadays, however, even these 
look for large r agency connections to 

deliver broader-based resources in the 
medi a or geographic areas . For example, in 
a surprise move Leo Burnett acquired 49% 
()f Bartle Bogie H egarty (BBH) . For BBH 
this enabled the principa ls to capita li se on 
their hard work, provide a n internationa l 
tnedia resource for their clients, and reta in 
contro l at the same time as providing a n 
ultimate exit route. Simila rl y, other creati ve 
'hot shops' such as Weiden & Ken nedy, 
M & C Saatchi , Kirshen ba um Bond & 

Consolidation of adver t ising industry 
ownership of top 30 US agency brands 

Holdin g compa ny Agencies Cumulative 

Omn;com 7 

lnterpubhc 5 12 

W PP 3 15 

Y&R 2 17 

True Nonh 19 

Cordtant 20 

Saatch1 & Saatch1 21 

H~was 22 

Grey 23 

Independents 30 

Source T rode press 

Pa rtners, HH C L and Batey have sought 
intern atio na l ca pa bilities and links. 
Foll ow ing a ll thi s, the ma rket sha re o f the 
m ajo r agenc ies h as continued to grow a nd 
as a result only 15 agencies contro lled by 
nine ho lding compa nies operate in more 
than 4 0 countries. In addition to Japan and 
Indi a, w here one or two agencies o r groups 
have develo ped do minant sha res, there 
a ppea rs to be a n o ligopoly of international 
agencies develo ping w hich may result in 
a m odification o f client conflict policies . 
This is m ost clea rly seen in the difficult 
agency selection decisions that have been 
ta ken recently by M a rs and Bristol-Myers. 
In addition, some clients such as Procter 
& Gamble may be finding that their 
existing agency resources a re too limited 
o r fragile. 

In contrast to a ll this, clients such as 
Coca-Cola, have splintered their agency 
rosters, relying on 30 o r more agencies or 
idea facto ries to produce ideas whilst the 
client defines a nd implements the stra tegy. 
It will be interesting to see whether this 
structure is ma intained following the 
departure o f its initiator, Sergio Z yman, 
or w hether thi s change o f control represents 
a n o pportunity for McCann-Erickson to 
reverse the CAA-O vitz inspi red invasion. 

In essence, big agencies have to behave 
like sma ll ones, demonstrating creative 
inspi ration, fl ex ibility and responsiveness . 
Sm a ll agencies, on the other hand, have to 

demonst ra te resources and co-ordination. 
The issues fac ing bigger agencies a re no 
different to those facing their larger 
clients, w ho also have to wrestle with 
the manageria l complica tions and 
cha llenges of size and make sure they 
do no t crush the entrepreneurial spiri t 
of their companies . 
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Ten largest advertising agencies in US 

1 J. Waiter Thompson Co 
- 2 Grey Advertising 

3 --LOO 8umett & Co 
McCann-Erickson Worldwide 

5 Foote, Cone & 8elding 

6 8800 Worldwide 

7 Young & Rubicam 

8 8ozell Worldwide 

9 008 Needham Worldwide 

10 Ogilvy & Mather Worldwide 

Source: Mefri/1 Lynch 

Ten largest advertising agencies in 

Europe 

Euro RSCG 

Publicis 
McCann-Erickson Worldwide 

4 Ogilvy & Mather Worldwide 
- 5 - - Young & Rubicam 

6 0 0 8 Needham Worldwide 

7 Grey Advertising 
8 8800 Worldwide 
g J. Waiter Thompson Go 

1 o Ammirati Puris Untas 

Source: Menill Lynch 

. . ies in Asia 
Ten largest advert1s1ng agenc 

1 Oentsu 

2 Hakuhodo 

3 McCann-Erickson Worldwide 

4 J . Waiter Thompson Co 

5 Dgilvy & Mather Worldwide 

Asatsu 

Dentsu, Young & Rubicam Partners 'P 

9 Tokyu 

10 Sates Worldwide 

Source: Advertising Age 

· · agencies in Ten largest advert1s1ng 

Latin America 

McCann-Erickson Worldwide 
J. Waiter Thompson Go 

3 Young & Rubicam 
4 Ogilvy & Mat her Worldwide 

5 Leo Bumett 
- 6 - 8800 Worldwide 

7 --- Ammiratio2 P:c'u~ris~U:::"n.;:;ta;::s-::-__ _ 
8 ·- FOOtB,Cone & 8elding ---------

~9--____ ~G~~~y~A~d~ve~rt~is~in~g ~~"'""~------------
1 0 Saatchi & Saatchi Advertising 

----
Source: Menill Lynch 
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The big five 
Most business school professors talk about 
consolidation being inevitable in most 
industries. With global oversupply in most 
sectors, including the communications services 
industry, it is probably inevitable that our 
industry will become increasingly concentrated 
around five or so groups. Currently it seems 
that these will be Omnicom, IPG, Young & 
Rubicam, Dentsu and WPP. Both Young & 
Rubicam and Dentsu will probably join the 
Big Five as a result of their decisions to go 
public to fund their organic growth and 
growth by acquisition. On the other hand, 
Leo Burnett may have ruled themselves out 

by staying private. 
Most other groups now fin d themselves 

in a difficult position. The long-term future 
of Grey Advertising is unsure given its 
ownership structure and alignment with 
Procter & Gamble. Although True North 
has doubled its size through the acq uisition 
of Bozell, it remains a US-orientated 
business with a limited network. Cordiant 
may have demerged into three parts, but 
each part is already trying to consolidate its 
position into a larger entity. The McManus 
group, which includes DMB&B and N.W. 
Ayer, still lacks scale and resource as a 
result of its private status. Ha vas 
Advertising is openly looking to merge with 

an Anglo-Saxon advertising or media 
partner with a strong US business. Publicis, 

now disengaged from True North, its 

natural partner, and having solved its 
shareholding issues, still faces the cha llenge 

of building a global network. The major 

Japanese agencies are for the fi rst time 

willing to consider selling equity to gai jin 

either to enable them to build intern ational 

networks or to satisfy their lenders by 
increasing equi ty and reducing debt in their 
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Share price performance of 'The Big 3 ' adverti s ing groups 
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businesses. The misfortunes that befe ll 
GGT and BDDP are testimony to these 
pressures. 

yo u thin k of th e a m o unt o f senior 
m a n a ge m e n t tim e tha t is d evoted to m 

Never has the industry been in such a 
state of turmoil , from an ownershi p poi nt 
of view. 

The right people 

a nd ac qu is iti o n s a nd capita l invesonent. 
WP P in vest e d a p p roxima te ly $100 miUi n 
in a cqui s iti o n s a nd $60 millio n on ca pital 
e xpe n d it u re la s t yea r, w hil st it invested 
a lmos t $ 2 billi o n in p eople . 

A critical factor facing the communica ti o n s 
services industry is the recruitment o f the 
best and the brightest . Many in the industry 
complain that they are una ble to a ttract 
bright young thi ngs . This is no t a new 
phenomenon. Forty years o r so ago, 
David Ogilvy remarked on hi s fri end 
Marvin Bower's ability at McKin sey & C o 
to consistently recruit the best fir st and 
second degree graduates. 

The reason is simple. We do no t try h a rd 
enough- certa inly not as ha rd as 
investment banking o r consultancy firm s . 
Almost a third to a half o f mo st gradu a ting 
classes joins these industries . At H a rva rd 
Business School last yea r, o ne-q ua rte r of th e 
graduating M BA class entered fr o m 
investment banking and m anagem ent 
consulting, and one-ha lf a fte r g ra dua tin g 
will join these industries. Th e m ost sen io r 
partners of McKinsey & C o, Goldm a n 
Sachs and Arthur Andersen a re inti ma te ly 
in volved in the recruitment process. Not 
surprising w hen you thin k th a t Arthur 
Andersen and Andersen C o n sultin g h a ve to 

hire two Booz Ali ens eac h year. An d e rse n, 

in its quest for yo ung ta len t , is rum o ured to 

have done dea ls with lesser k nown h ut 

high-quality unive rsit ies in th e U', , _ 
guaranteeing to take ce rta in num he r '> o t 
graduates in return for he ing gu td eJ h y rh e 

fac ulties to the hest ta lent . 
In our indu str y the rec ruitm enr p ro ce '>" I'> 

delega ted dow n rhe \111 c . '> urprl '> ln g w h e n 
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T hi s lu k e w a r m a pproach p ermeates h w 

we u se bri g ht , youn g p eople to o. In 
in ves tm e n t b a n k in g o r c o n sulting, the 
yo un gs te rs a re g iven the ir h ead and 
respon s ibility if th ey c a n h a ndle it. In our 
in d u st r y, m a n y p eople a re pro tective of 
t h e ir tu rf or c li e nt re la ti o nships, and th e 
la s t thin g th e y w a nt a re bright people 
in va d in g th e ir t e rrito ry. 

T hi s s h o uld n o t b e the c a se. The 
communica ti o n s se rvices industry is ery 
s imil a r to th ose indus tries . In the sam 
way it o ffe r s a n unpa r a lle led view of a 
w id e va ri e t y o f industries a cross th e glo 
It o ffe r s t h e o ppo rtunity o f w itnessing at 
fir s t h a nd the s ig nificant stra tegic a nd 
s t ru c tura l c h a n ges th a t a re t a king pla 
in k ey m a nufacturin g a nd se rvices se 
Best o f a ll it is fast - p aced a nd fun , with 
a mpl e o ppo rtunity fo r high achiever t 
rece ive in s t a nt feed b ack. All in a ll an 
ex tre m e ly agreea ble w a y o f earning a l ivi~. 
H o pefull y th e WPP Fello w ship Progra m 
w dl go so m e way t o redress ing the bal n . 

The new med ia - on thei r way? 

! .1 k e oth e r s , th e n e w m edia industr h 
hee n a ro ll e r coas te r. O fte n it is better } 
tr a ve l t h a n a rri ve . A t fir st , initia l public 
offe r in gs surge d t o stra t osphe ric va lu ti~; ' 

a nd sa les multiples- t h ere weren t a n 
ea rnings fo r P/F r a ti os. Losses w er ber ·r 
rh a n p ro t-i ts. Soon re a lity set in , and 
va lu ;H inn s fe ll , p a rti c ul a rl y as the ne\­
m c d 1a c o mpa n ie s s t a r ted to u se t h ir p. p ·t 
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to acquire traditional marketing companies. 
Now we are seeing another surge in 
valua tions as the second wave of probably 
stronger companies develops. 

Interactive media are nothing new. When 
Dav id Ogil vy founded his agency a lmost 
50 years ago, he recognised the importance 
of interactive communication or direct 
marketing. Hence Ogi lvyOne, as it is now 
known, is the most powerful direct 
marketing brand in the world. You could 
argue that a lmost 80% of advertising in 
most newspapers is interactive in some 
sense in tha t it involves some form of 
customer response mechanism - a coupon, 
a phone number, a classified ad box 
number. So it's nothing new. What is new is 
the power of the technology, the effectiveness 
of reaching consumers in a targeted way 
and the relative ease of measurement. 

Interactive advertising totalled $25 million 
in the US in 1995 and probably double 
that world wide. In 1996 it probably was 
$300 million in the US and $600 million 
around the globe. Last year it seems to 
have tota ll ed $900 million in the US and 
a simila r amount outside. By 2000, most 
believe it wil l total at least $2 billion in the 
US a lone. A rapid growth rate, but stil l 
relatively sma ll in comparison to a lmost 
$500 billion of communications services 
expenditure currently in the US alone. 

Indeed, for the first time, some of the 
computer hardware and software 
manufacturers a re expressing some 
disappointment with the growth of 
inte ractive adve rtising. At the Davos World 
Econom ic Forum in February of this year, 
Bill Gates, among others, voiced this 
concern. Although De ll Computer ma y se ll 
over $ 1 hillion of prod uct over the net, and 
F'' TRADE, the e lectronic stock marker 
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system, may be profitable, new electronic 
icons such as Amazon.com and Peapod lose 
money and are already facing increasing 
competition. Maybe there is something 
structurally wrong with the Internet in that 
it delivers valuable information for free -
information that the consumer would be 
willing to pay for. Maybe its strength is its 
weakness in that it reaches individuals and 
is relatively expensive. Mass communication 
gives the advertiser the opportunity to 
amortise the cost over many eyeballs. 
Perhaps at the beginning there should have 
been a charging mechanism. After all, it is 
easier to bring down prices, rather than 
initiate price increases. 

While many new ventures will 
fundamenta lly change existing business 
models and competitors, there are several 
issues hindering the development of the 
medium. First, traditional media are evaluated 
by cost per thousand. The new electronic 
media are very effective in reaching a defined 
audience but they are relatively very expensive. 
There will have to be a switch in evaluation 
techniques to effective cost per thousand. 

Secondly, traditional communications 
services businesses tend to be run by late 
forty- to fifty-year-olds (like me), who tend 
to resist change particularly when things are 
going well. In addition, although they may 
have an understanding of the power of the 
new technology and its implications, they 
are not facile with the software. 

Development of this industry is probably 
a generational phenomenon, and the next 
generation of management who will be 
much more at home with the new 
techno logies will push their development 
much more quickly. (It is amazing how 
quick ly three- or four-year-olds can learn to 

use a personal computer.) 



If It Ain't Broke ... Fix It continued 

Users shopping online (%) 
50 

40 

30 

20 

10 

97' 98' 99' 2000' 

F l ma ly, most new media thinki d 
develo ng an 

pment are confined to th d. 
departments f d . . e me Ia 

£ o a verusmg agencies Th 
are ew creatives who spend s· .fi . ere 
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Concentration of media ownership and 
the increasing cost of network 
television 

There has been a significant increase in the 
concentration of media ownership. Not 
?nly does this cause some political concerns 
~n some minds, but it may have significant 
t~pact on media pricing. The Financial 
Tzmes' Lex column recently drew attention 
to the profitability problems and 
consequent poor stock market performance 
that some media owners were experiencing 
m America. If the oligopoly of Murdoch 's 
N~ws Corporation, Time Warner, Seagram, 
Dtsney and Viacom, could increase their 
?rices still further their profitability wou ld 
mcrease significantly. 

This situation is not confined to the mature, 
slower growrh markets. In the faster growing, 
~o-called emerging markets the situation 
ts similar, with the Marinh~ and Azcarraga 
families dominating Brazil and Mexico 
(although Salinas is giving the latter a good 
run for their money), Cisneros in Venezuela, 
an~ ~alone and Hughes also extending 
thetr mfluence in Latin America whilst 
Murdoch is not only interested in Latin 
America but Asia Pacific too. 

In America, Westinghouse has significant 
monopoly power in radio with control 
of 50-70o/c of d. 
h 

0 some ra 10 markets. Indeed 
t e Frc h . . 

as mvesugated some examples of 
cross-selling f d · ,,., . o ra 10 and television spots by 
westmghou I h . se. n t e UK, Granada, Carlton 
and Uruted d · . ommate network television 
conrrollmg tw h. d ' o-t Ir s of the market. 

When this eo · · . ncentratton IS combined 
With strong e . . conom1c conditions the 
Impact on · ' pnces can be severe particularly 
as the supply f 1 · . ' · 
. · 0 · te evisJon advertising time 
IS fixed I th US d · n e an UK alone the real 
cost of television advertising has' probably 
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increased by 10 % , partly as a result of 
increased prices a nd partly as a result of 
fa lling audiences. For major advertisers like 
Procter & Gamble and Uni lever who spe.nd 
$3-4 billion a year on media advertising 
with most o f iron television , this means a 
redu ction in e fficiency of $300-400 million 
per annum- very s ignificant in the context: 
of their P&Ls. ff other inputs such as labour 
or capital in c reased their real prices by 
] 0 % per annum they would be shown th 
door, a nd s ig nifica nt reductions in their u 
would be m ade. There are signs of this wi th 
the increased market share of other media 
such as radio, outdoor and new media. 

The problem has been further compound 
by the quality of, and monopoly, surrounding 
audience measurement, particularly in the 
US. At the same time as prices have been 
rising there has been increasing concern rh 
audience measurement techniques have 
been overstating audience levels. 

The response to this has to be a similar 
counter-balancing concentration of medi 
buying points : not necessarily in a 
confrontationa l way, but by working with 
the m edia owners to harness research, 
programming, sponsorship, barter and 
syndication to improve our clients' return 
on their advertising investments. On the 
media owner 's side they, in turn, are 
looking for opportunities to leverage th ir 
position in the mature m arkets to open up 
the faster g rowing markets . There is a deal 
to be d o n e between clients and media 
owners whereby th e owners trade time in 
the higher priced mature markets for 
position in th e lower priced rapidl y 
growing m a rkets whe re the owners want 
greate r pe netration. Murdoch has a lready 
started to o rga ni se g loba ll y to achieve this. 
C lea rly, th e poss ibility of ac hi eving this 



depends to a major extent o n the a bility o f 
the media owners to develo p a centra ll y 
driven organisation, tha t can co-ordin ate 
their selling efforts across geogra phi es and 
media. Murdoch (through his recently­
initiated News Corp One) and Disney m ay 
well be able to do this, but it may be more 
difficult for more fragmented organisations 
like Time Warner and Viaco m. 

In this climate it is not surprising w e 
have seen the growth of medi a independents 
such as Carat and CIA and the full se rvice 
agencies' responses such as Initiative M edia , 
Optimedia and our own MindSha re. Indeed 
there have even been strategic a lli ances 
between aggressive competitors such as 
The Media Partnership (between Omnicom 
and WPP), Mediapolis (between Ha vas 
and Young & Rubicam) and the mooted 
possibility of Televest and Leo Burnett. 
ln the longer term it may well be that there 
will be a fusion between the ambitious 
media independents and the defensive 
fu ll service agencies, such as has been 
recently rumoured between Havas 
and Aegis. 

One other complication: the fragmentation 
of media, both as a result of the development 
of new media and the lowering of the cost 
of producing all media, has resulted in 
increased complexity in media se lection. 
Creative messages have to be crafted and 
developed across far more medi a vehicles. 
As a result, there is a need, if anything, 
for more co-ordination between crea tive 
and media departments rather than a split 
between them. As demands for integrated 
marketing develop, creati ve and media will 
have to work more close ly together, just 
as the industry trend is to split them into 
<;e parate companies - a contradictory 
situation that is not easy to manage . 

Global top m arke t research companies 

l A.C . Ntelsen 
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6 GIK 

7 lnfratest Burke 

Source HonomiCh/Markellng News 

The new g lobal communications services 

All of us look for, or worry about, seismic 
changes that will radically reshape the nature 
of our industry. There a re several of these 
tha t a re ha ppening or may be happening in 
the communications services industry. 

Proba bly the single most important 
change of this nature is the globalisation 
o f the market resea rch industry, or what 
we at WPP have termed information and 
consultancy. Kantar, the internal parent 
company fo r WPP's interests in this industry, 
has grown its revenues by a compound 
like- for-like rate of 13% per annum over 
the last six years, despite the recession of 
the early 1990s. It has a lso grown its 
relationships with most of its top ten clients 
from one o r two countries a few yea rs ago 
to as many as 30 or 40 countries today. 

There are a number of reasons fo r this . 
All clients , as they expand geographically 
are looking for common languages to 
compare and contrast experiences across 
borders . In essence they are looking for 
economies of knowledge or experience. 
In addition, as the pace of competition 
quickens and differentiation becomes more 
difficult, intuitive decision-making becomes 
more difficult, and even the most 
entrepreneurially inclined seek dependable 
data to justify their actions. Finally, as costs 
have been squeezed, many clients have 
reduced or disbanded their internal market 
resea rch departments and come to rely on 
outside suppliers for advice in this area. 
This may be misguided, as an understanding 
of their consumer or customer may be 
a core competence that could offer a 
competi ti ve advantage. 

In the next few years the market research 
industry itself may face further fundamental 
change. Many clients, particularly the CEOs 
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of major clients, feel that market rdesearch 
j" ted an toO 

techniques are too comp Jca Often 
slow in delivering actionable results. . d 
before a questionnaire has been ?rep~:~n 
completed analysed and concluswns ' 
the proble~ has changed. The new 

. .11 d the process 
technologieS Wl spee b d panels 

I b f Internet- ase 
considerab y, Y use 0 uestions 
that respond instantaneously to q . able 

. by acuon 
and which will be dnven more 
results than statistical techniques. As a en 
result market research will become ev 

more 'useful in practice.. . r one-to-
Furthermore, as relauonshlp, o 

. k . becomes more 
one or d1rect mar eung d data 

b agement an 
important, data ase man d the 

. · · mportance an 
mining will grow m I . d 

d. arketmg an 
two industries of Irect m e Through 
market researc~ will c?nverg b.! to identify 
data mining, chents w~ll be ~ll ;ncourage 
what products or services w ofitable 

· d the more pr 
customer retentiOn an . heavy 

f · · g clients or 
development o exJstln . Id have been 
users. In the old days this wou h techniques. 
done by slower market researc uru·carions 

h like other comrn 
Market researc ' th value 

. "11 h t move up e serv1ces, Wl ave 0 
. , office with 

chain into the Chief Execunvle s . based 
f b nd va uanon-

the development o . ra cl B wn's Brand 
h Millwar ro 

products sue as · al's Equity 
Dynamics or Research Internatwn 
En ine. These enable clients to measure . 
br:nd values and the impact of changehs m 

. f a brand on market s ares 
the perceptiOn o 11 

1 d hence in terms of do ars 
and vo umes, an 
and cents. . 

Finally, as media buying and sellmg 
points grow, and media fragment sull 
further, there will be increasm? added value 
in analytical, proprietary media research 
products that optimise media investments. 

Similar changes are engulfing the 
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~~ 
Survey results of agency ± Enterprise Jd~ Gr0<-10 Fee Income compensation arrangement (%) 

£54-SOm = 2 MbeO/ns 
3 Dietenbach Elkins 1:1 1·80m 15% Other Labour· 
~ Sieg<.\ P. Gale £10·1 0m= commission commission based fee Other ± lntemrand NeweJJ and SorreJ11 £7·74m 1976 68 15 17 0 6 luxon Cam; £7·50m 1979 57 18 25 0 7 Conlll/1 Design Group £3·54m ::: 1983 52 19 29 - 0 
8 The Brand Union £3·50m 1986 43 24 30 3 1989 I MetaDesign £3·44m~ 
~ Minale Tallersfield Design Strategy £3·21m 1992 
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1No relation £2·76m 
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corporate identity b · 
h . usmess and perha 

t e public relations and public ff . ps 
busmesses w· h a atrs 
clients seek commit geo?drap~i_cal expansion, 

on I entitles A I . mergers and acq . . . . · s wor dw1de 
UISitlOns l t "fy · 

try to identify eo . n e_n~ 1 , clients 
approaches A d~ff on _tdentlttes and 

· s 1 erenuan b 
and more difficult cli on ~comes more 
ways of identifyin' ents s~~k tntangible 
In these circumsta g competitive differences. 

ill b nces corporate b d 
w ecome more and m . ran s 
as the consumer ill . ore unportant, 
comfortable and w fimdcreasi~gly feel 
h con ent With b 

e or she can trust WPP' rands that 
· h · s res IS t e creation of . E ponse to this 

Its nte · I Group which h. h rpnse dentity . , It erto w fi 
design and identity corn as . ve separate 
Francisco, New York L pallles In San 
and Taipei. , ondon, Hong Kong 

Although pub!· 
ff · lC relat" 

a airs remain IOns and public 
of WPP's businaemong the most local 

.d sses th . evJ ence of . , ere IS some 
. Increased I b 

multmational eo- d. go a!, or at least 
If h or matlo b 

t ere are not wo Id . n y clients. 
d bl . r Wide p bl . 

an pu le affairs cl· u le relations 
h lent exe . 

t e cases of advenis· cutlves, as in 
d . mg, market 

an corporate 1dentity h . research 
d · · ' t ere Is i . eo-or mat10n in these ncreasmg 

areas betw 
centre, regional and cou . een the 

ntry un its Th· 
very evident when Hill and K · IS Was 
Ogilvy Public Relations ~0 ldnodwlton and 

r WI e eo b. 
with Cunningham Communi· . m med 

cations (o ·d 
the WPP Group) to win the m 1 . . uts1 e 
d u ti-fllllhon ollar Oracle account. 

Moving up the value chain 

As a result of increasing competitive 
pressure, the communications services 
ind ustry is becoming more and more 
executional. Creative hip-shooting has 
become more important in the short term 

33 26 32 
1995 14 45 35 

Source: Association of National Advert1sers 

th~n strategic brand development. We are 
bemg pushed down the value chain. 

At the same time the management 
consultants such as McKinsey & Co h a ve 
started to suggest that clients, particularly 
packaged-goods clients are spending too 
much on advertising, particularly in the 
mature, developed markets . Given the size 
of advertising expenditure, the difficulty of 
measuring it and its significance in proportion 
to sales or profits, clients have li stened. 
Realising that all business strategy is really 
marketing strategy, starting with the 
consumer and working backwards, 
consultants have targeted the more touchy 
feely arts of marketing. They have begun to 
advise on the s· d . . . f 1ze an optim1sanon o 
marketing budgets. 

h
This represents a major opportunity for 

t e commu · · . . 
mcat10ns services mdustry to 

move up th 1 h . 
th e va ue c am. From the work 

h 
at many members of the WPP Group 

ave compl t d . h . · e e Wit maJor man agement 
consultan · · · 1 Cles, It Is c ear that they are 
uncomfortabl . h h . e Wit t e intangible and non-
quantitative f . nature o marketmg and the 
more creative d b" · AI h an su )ectJve skills required. 

t lough they have developed strong 
ana Ytlcal k .11 d 
th s I s an sophisticated language, 

ey are uncomf bl . d . . . Orta e m eiJvenng 
actiOnable sol . . 

WPP UtlOns and Implementing them. 
needs to d 1 · . mark · eve op Its strategiC 

etmg ea b"I· . w . pa 1 It1es in one of several 
ays. Etther its d · · 

develo th . ~ _vertlsmg agencies should 
and chp etr exJstmg planning capabilities 
H 1 arge separately for them. Or Th e 

en ey Centre sho Id d I . . . 
consultan _u eve op Its ex1stmg 
outsid ~Y capa bility both in the UK and 
d I e. r a new practice should be 

eve oped either h 
with in th S . ~t t e parent company o r 

e pec1al1 st Corn · · 
to del" h . mumcanons Group 

lver t IS capability. T hi could be 
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d eve loped by s tarting the unit from scratch 
thro ug h hiring, or by limited acquisition. 

How w e a re paid 

Over recent years, fee-based remuneration 
ha s in c reased s ig nificantly. Fees represent 
approximately 30% of WPP's advertising 
business, a nd about two-thirds of its o er.1 ll 
bu siness , as a lmost all its information and 
consultancy, public relations and public 
affairs a nd specialis t communications 
businesses are fee-driven. As we are basically 
in the bus iness of m a naging and selling rim 
this is no bad thing . Apart from producino 
even flows of income it also encourages 
greater di scipline . 

Howeve r, many a dvertising clients still 
retain the commission system. Recent revie\\ ,' 
with major clients such as Kraft Foods 
Nestl e and Unilever resulted in commissi n 
levels of a pproximately 13 % with media 
buying acco unting for 1·5-2 % of this. 
Success commissions of up to a further 4% 
making a total of 17%, ha ve been added. 
These s uccess commissions are often ba d 
on achievement of profitability, sales, ma rk t 

share or agency evaluation ta rgets. Such 
res ults are encouraging as it does seem t 
indicate an appreciation of the role agenci s 
have in building a nd differentia ting brand . 
It may also indicate the growing concern 
clients have in be ing able to enforce rigid 
conflict policies. 



The message from the world's biggest 

advertiser 
Many interesting lessons can be learned from 
observing the marketing behaviour o f the 
world's biggest advertiser, Procter & Gamble, 
which spends approximately $3.5 billion 
per annum on advertising. Of thi s, the lions's 
share is spent on network telev ision. 

A few years ago there were sensational 
headlines in business newspapers suggesting 
that Procter would be reducing its advertising 
expenditures. Whilst it was true that Procter 
wanted to reduce its advertising to sa les 
ratio, those of you with a mathematical frame 
of mind will know that whether thi s reduces 
the absolute level of advertising depends 
on what happens to sales. It is interesting 
to see what has actually been happening. 

In the high inflation 1980s it was 
relatively easy for manufacturers to pass on 
price increases to the consumer as money 
wages were rising rapidly. In addition, retail 
or own-label brands offered only a low quality 
alternati ve. Manufacturers a lso sought 
greater volumes by stretching o r extending 
th eir brands through line ex tensions or 
new product introductions. 

In the lower inflation, more stable growth, 
higher unemployment 1990s, this was no 
longer possible. Worried by the poss ibility 
of unemployment, the consumer became 
more concerned about the price/qua lity 
relationship and was unwilling to pay a 
premium of up to 50% for manufacturer 
branded goods. Retailers introduced higher 
quali ty brands o ften a t different price points. 
In the last cycle these brands became rea l 
brands in their own right. At the sa me time 
manufacturers began to question the wisdom 
of pouring more and more money into trade 
promotion to secure di stribution. All thi s 
seemed to do was enco urage price loya lty 

and only when the promotion was operating. 
In addition, the ebb and flow of demand 
caused great stra in on the capacities of 
manufacturing and distribution channels. 

As a result, manufacturers like Procter 
have refined their strategies. First, they have 
reduced their prices and the differentials 
with retailer brands. Secondly, through 
programs such as everyday low pricing, 
they have funded these price cuts by 
reducing trade promotion, by reducing the 
number of lines and concentrating on 
leading brands. Finally, media advertising 
has been increasingly focused on core 
brands. For example, Procter increased its 
advertising on its top 10 US brands by 
16 % in 1996- increased attention to 
m arket leaders. At the same time 
couponing activity has been reduced. 

More recently Procter has been turning 
its attention to the increasing real cost of 
media adve rtising, and in particular network 
television advertising. Not only has the 
company been experimenting with other 
media such as cable and the new electronic 
variety, it has decided to concentrate a ll its 
US media buying in one of its agencies to 
concentrate its media power. Furthermore 
it has decided to reduce the commission 
rate of its non-media agencies and possibly 
move to a fee basis. In compensation it 
will probably focus more and more of 
its expenditure in its four key global 
agency partners. Procter is an interesting 
microcosm of the important events taking 
place in the industry. 

All this has res ulted in a reversal of the 
trend in recent years to increased promotional 
spending. At the same time the private label 
o r store brand share of market has topped 
out, and media advertising is increasing. 
This seems to suggest a resu rgence in the 
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importance of brand building and integrated 
marketing. However, this change of emphasis 
has not been tested in the cold winds of 
recession. We do not know yet how much 
of this change in thinking is secular or cyclical: 
1997 saw continuation of the same behaviour 
as in 1995 and 1996, but we will have to 

go through a cyclical downturn to see if 
this new approach can be maintained. 







Operating and financial review 

Turnover was up 2·9% to £7·287 billion, revenues up 
3"3% to fr·747 billion and gross profit up 2·2% to 
fr·469 billion. On a constant currency basis, revenues 
were up rr·2 %. 

Operating profit rose by almost r 3% to 
£205·5 million from £r82·4 million and by 23 o/o 
on a constant currency basis. Profit before tax rose 
almost r6o/o to £177·4 million from £153·3 million, 
chiefly reflecting improved profitability and cash flow 
and a reduction in interest costs. On a constant 
currency basis, pre-tax profits were up 28 o/o as 
sterling strengthened on average by 9 o/o against the 
dollar and most of the Group's key trading currencies. 
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The Group tax rate on profits w as 32%, an 
improvement on the previous yea r's 33%. 
This reflects the continued positive impact 
of the Group's tax restructuring. 

Fully diluted earnings per share rose 
almost 16% to 15-4p from 13·3p. In constant 
currency, earnings per share rose 28%. The 
Board recommends an increase of 25% in 
the final dividend to 1-43p net per share, 
which will be paid in the fo rm of a foreign 
income dividend, making a to tal o f 2·13p 
net per share for 1997, a 25 % increase 
over 1996. 

Operating margins 
Operating margins rose by 1% for the fifth 
year in a row, up 1% to 11·8 % and by 
1 ·2% on a constant currency basi s. 
The gap between the very best-performing 
competition and ourselves continues to 
narrow. 

Operating margins be fo re short- and 
long-term incentive payments (totalling 
£52 million in 1997) rose to 14·9% from 
14·1%. Operating costs rose by 0·7 % and 
by 9·0% in constant currency. 

The Group's staff cost to revenue ratio 
fell by 1·2% to 49·1 % from 50·3%. 
As the Group's staff costs to revenue ra tio 
continues to improve, variable staff costs 
as a proportion of total staff costs have 
improved over recent yea rs to 11 ·0 % a nd 
as a proportion of revenues to 5-4 o;;,_ 
As a result enhanced fl ex ibility continues to 
be introduced into the cost structure. 

The task of elimina ting surplus property 
costs has been achieved over the last six 
yea rs. Over 601,000 sq ft with a cash cost 
of approximately £ 14 milli o n ($22 million) 
per annum has been sub-let o r absorbed . 

Like-for-like performance 
A significant proportion of the Group's 
revenues, operating profits and cash flows 
(approximately 80-90%) are in currencies 
other tha n sterling. As there are few 
in sta nces o f significant cross-border 
trading, commercial exposures to foreign 
exchange fluctuations are limited. 

The reported earnings of the Group, 
however, a re affected by the value of 
sterling relative to overseas currencies, the 
most significant being the US dollar, the 
Dutch guilder, French franc, German mark, 
Spanish peseta and Italian lira in Europe, 
and the Australian dollar, Hong Kong 
doll a r, J apanese yen and Singapore dollar 
in Asia Pacific. The Group does not hedge 
reported earnings, although our 
predominantly dollar denominated debt is 
serviced primarily by dollar earnings in the 
US. As a result the Group analyses and 
reports its performance on a like-for-like 
bas is (excluding the impact of currencies 
a nd acquisitions) wherever relevant. 

As mentioned above, on a constant 
currency basis, revenues rose by 11·2% . 
On the same basis, gross profit was 10·8 % 
up o n 1996. Operating costs were 9·0 % up 
on the previous year. The Group's staff cost 
to revenue ratio improved to 49·1 % from 
50·2%. Staff costs rose by 8·9%, sa laries 
by 8·2%. 

On a constant currency basis, pre-tax 
profits were up 28 % as sterling 
strengthened on average by 9·0 % aga inst 
the dolla r a nd most of the Group's key 
trading currencies. If sterling had stayed at 
the sa me average levels as 1996, pre-tax 
profits would have been £198 million. 
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Headcount 
Our staff numbers averaged 22,909 against 
21 ,166 in 1996, up 8·2%. On a like-for­
like basis, average headcount was up 442 
to 22,909 from 22,467, an increase of 
2·0 % . At the end of 1997, staff numbers 
were 24,426 compared with 24,013 on a 
like-for-like basis at the end of 1996, an 
increase of 1·7%. 



Operating and financial review continued 
Competitive, geographic and sector performance 

-Cornp~titive performance -
There Is still a signifi 
in matching the o cant profit opportunity 
best-perform· perat~~ margins of the 
perfor . mg co~petition. The best-
eo ming competitive listed holdin 

mpames - The lnterpublic G g 
Companies Inc. ('lPG') a ro~p of 
Group lnc ('O . nd Ommcom 

· mn1com') h. opera ring m . ac Ieve 13-15 % 
P argms compared to a Wrnp a rent comp . vv Y 

C . . any margtn of 11 ·8o/r 
ompetJtive public rei . o. 

such as Shandwick l a nons companies 
mar<>ins of P c show operating 

""'' over 10% d h 
opportunity to un· an t ere is clearly an 

. prove the c 
our public relati periOrmance of 

. . ons and publi f£ . actiVIties which c a atrs 
almost 8%. are now at margins of 

Over the next 
· Year we are ta . 
Improvement in m . rgenng a further 
more into line Wit~rttns of 1% to bring us 

t ese competitors. 

Geographic performance 

WPP derives 81 % of its revenu e fro m 
outside the UK through its leading 
businesses in North America , Continental 

. . . A ·ea Afnca Europe, Asia Pacific, Latm m e n ' 
and the Middle East. 

Currently, North America and Euro p e 
each account for roughly 40 % of the 
Group's revenue but this share will fall 
over the coming years as a result of the . 
better growth of our busin ess elsewhere m 
the world. . 

There is little doubt that problems m 
South East Asia will have an impact on 
worldwide growth of gross domestic 
product. Most commentators predict that 
this will slow worldwide growth in 1998 by 
at least 1%. Although Asia Pacific accounts 
for 14% of Group revenues, the counrnes 
that have been most affected by the recent 
currency and stock exchange turmoil -
Thailand, Indonesia, Malaysia, The 
Philippines and South Korea - account for 
between 2% and 3 %. Our budgets for 
1998 indicate a like-for-like growth ra te of 
approximately 9 % for Asia Pacific. In the 
first three months of 1998 revenues were 
up approximately 5 % on the same basis. 

Despite the events of 1997, your Board 
continues to believe that Asia Pacific 
Will offer superior opportunities for growth 
m the medium to long term along with 
Latm America, Africa and the Middle East 
and Central and Eastern Europe. These 
markets now account for 20 % of th e 
Group's revenue as opposed to 13% 
In 1992. These markers are still forecast 
to continue to grow at significantly fa ster 
rates than those of North America and 
Western Europe. 
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Sector performance 

On th e fo ll o wing pages thehea~:i~f our 
ei ht profit centres summar.Ise ~ 

g . I ac tivities a nd highlights o p e ra twn a < 

for I 997. 



Competitive performance' 
Revenue per head ($000) 

. IPG • omnicom . JWT/O&M .. 
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96 97 96 97 

WPP (t l 

I The reported revenue per employee in 1997 of $ 124,800 
would have been $129,600 excluding the impact of currencies 

Operating margins (% ) 

a iPG • omnicom JWT/O&M WPP 
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Staff cost to revenue ratio (% ) 
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., 
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96 97 96 97 

• 'H; note on page 1111 

Geographic performance 
Constant currency revenue growth (%) 

North America 
• U nited Kingdom 
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Asia Pacific, Latin America . 
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.. 
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Operating marg ins by geography(%) 
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Asia Pacific, Latin America, 
Africa & Middle East 

95 96 97 

Sector performance 
Constant currency revenue growth (%) 

• Advertising 
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Operating margins by sector(%) 
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Operating and financial review continued 
Reports from divisional heads 

Advertising 

Shelly Lazarus 
Chairman and 
chief executive officer 
Ogilvy & Mather 
Worldwide 

Combined advertising revenues at Ogilvy & 
Mather Worldwide and J . Waiter Thompson 

Company rose by g.3%. Combined operating 
margins for the two brands were 14·9%. 
Combined operating costs rose by 8·5% and 
the combined staff costs to revenue ratio fell 
to 56·2% from 56·9%. Ogilvy & Mather 
Worldwide generated net new billings of 
£324 million ($535 million) and J. Waiter 
Thompson £191 million ($315 million). 

Despite a fall in Conquest's revenues, 
operating costs were more than similarly reduced 
resulting in increased profitability. 

Ogilvy & Mather Worldwide 

Five years ago, we re-dedicated ourselves to 
Ogilvy & Mather's brand-building heritage 
with a simple mission statement: 'To be most 
valued by those who most value brands.' 
Each year since then, we have seen our 
commitment to Brand Stewardship rewarded 
by new business from existing clients and 
new client partners, of a stronger network 
knit tighter by a common belief in the power 
of brands across borders and disciplines, and 
by work that grows in creativity by its deep 
reflection of the clients. 

In 1997 our commitment to brands was 
rewarded with new assignments from 
current clients such as Sunbeam, Hershey, 
Matte!, Ford, Kodak, Nestle, SmithKline 
Beecham and Unilever, among many others. 
We also expanded our client partnerships 
to include important new brands such as 
IIT/Sheraton, GTE, Hoover, Nokia and 
Lotus, among others. 

Delivering brands across borders requires 
building network strength - and that was 
another hallmark in 1997. From new Asian 
offices in Taiwan, Shenyang, Bangladesh and 
Bangalore, to acq uisitions in Brazi l, 

Argentina and Norway, to more than half a 
dozen new African affiliates, to new Larvian 
and Lithuanian partners, 1997 was a year of 
agency-building as well as brand-building. 
Ogilvy now has 377 offices in 97 countries -
the strongest we've ever been. 

Brand Stewardship is only meaningful if it 
is put to the service of superior product, and 
1997 saw some spectacular successes. 
Among our many efforts for IBM 
worldwide, the 'e-business' launch was by 
itself more ambitious than some companies' 
entire advertising programs. So was 
American Express's most successful head-to­
head advertising against Visa, and the 
advertising with Jerry Seinfeld continues to 
be some of the most popular advertising 
we've ever produced. Good advertising was 
not restricted to global brands - bold 
creative lifted awareness and sales for such 
diverse clients as Black Cat Whiskey in 
Thailand, Ford Ka in Europe, Impulse in the 
UK and for the Catalonian Lottery in Spain. 

Work like this won a slew of awards -
including Campaign of the Year from 
Adweek for IBM, a Grand Prix for Bassat 
O&M of Barcelona at the New York 
Festivals, and chart-topping performances in 
several regional awards shows, including the 
Asian and Australian national awards. 

Once again we dominated the Direct 
Marketing Association's International Echos, 
continuing to hold the uncontested lead as 
the most awarded direct agency in the world 
- a credential all the more important as the 
discipline of one-to-one marketing moves 
rapidly into a central position in the marketing 
mix. We marked our evolution with a new 
name for the direct network, Ogi lvyOne 
Worldwide, and a redefined method of 
providing clients with one-to-one consulting, 
communications and connections. 
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Chris Jones 
Chairman and 
chief executive officer 
J. Waiter Thompson 
Company 

We ca ll it customer ownership. 
As we enter our 50th Anniversary year, 

we have g rea t cause to celebrate the success 
of the agency David Ogi lvy created. We are 
building solidl y on that heritage to deliver 
winning brand-building communications 
wherever our clients' needs take us now and 
into the 21st century. 
Shelly Lazarus 

J. Waiter Thompson Company 
At the co re of J. Waiter Thompson's belief 
system is a passionate conviction about the 
power a nd ever increasing importance of 
bra nds. A brand is really just a set of 
convictions that surround a product or 
service in the consumer's mind.]. Waiter 
Thompson ex ists to create, sustain and build 
these convictions. In doing that, we help our 
clients drive short-term sa les as well as 
increasing long-term value for their brands. 

Brand-building may be ever more 
important, but it's not getting any easier. 
These days, ra pid change is the default state 
for society where product copying now oc urs 
within six months across a ll categories and 
where the channels by which consumers receiv 
brand messages continue to multiply. That's 
why we ha ve developed a completely I~ew 

' tool kit' to help our clients navigate thetr ' y 
their way through the noise and confusion. 

We ca ll this set of disciplines Thompson 
Total Branding. It has been developed in 
the service of a threefold mission: 
- To understand better than anyone else 
how people consume communications; 
- To use this superior understanding to help 
our clients plan the most effective total 
brand comm unica tions programs; 
- To crea te ideas big enough to work 
powerfull y in every communications channrl 
these programs identify. 



And we know that however well we m eet 
those first two challenges, o ur success w ill 
always be built on a foundation of grea t 
ideas. We are open ly committed to 
continuing to increase our investment in 
world-class creative talent a nd a re certa inl y 
the first, if not the on ly, m a jo r agency to lin k 
the incentive pay of a ll of o ur a d ve rti sing 
professionals (not just crea tive people) to 

achieving continuous improvement In our 

creative product. 
Thompson Total Branding has been at the 

heart of many successfu l new business 
endeavours in 1997 for new clients like Dell 
Computer, Shell (Europe and As ia ), UDV, 
Siemens and Minolta. We are a lso apply111g 
the approach to our current clients with 
good results. For example, it he lped us win 
the critica l Kraft Foods Equity ass ignment. 

Total Branding requires th a t w e continue 
to expand our capabilities in ' untrad itiona l' 
media (how o ld-fashioned that term a lready 
looks). So we have formed the Tota l 
Solutions Group, which is c harged with 
expanding our own skills while a lso acting 
as the link between JWT and our s iste r 
companies in the Group. 

Another powerful symptom of c hange is 
our commitment to MindSha re, which we 
believe will ensure that our clients have 
access to the best m edia thinking and value 
everywhere in the world. 

Not for the first time in its 134-year 
history, J. Waiter Tho mpson is going 
through a period of transform a tion. 
That's why we have a 134-year hi story. 
Jn this business, leadership com es t hrough 
innovation. And we are dete rmined to lead. 

Conquest 

Luca Lindner 
Chief executive officer 
Conquest 

1997 was an innovative year. Together with 
our partners we prepared the basis for a 
stronger, more crea tive, more European and 
more cha ll enging network. 

We strengthened our structure with the 
qua lity of people, increased creative value, 
won prizes and clients praised the efficiency 
of our campa igns. 

Not o nl y did we win important 
interna tiona l clients such as CNN 
Internat ional, Ermenegildo Zegna men's 
fashion, H ankook Tires and Iveco Trucks, 
but we a lso significantly developed our 
business w ith ex isting clients such as 
Alfa Ro meo, Bank of Scotland, Hoechst 
a nd N estl e. T his was successfully achieved 
with th anks a lso to the increasing 
co-operatio n with WPP Group companies 
such as EWA, Hill and Knowlton, Millward 
Brown a nd Research International. 

With The Hen ley Centre we developed 
GAP (Globa l Advertising Process), a unique 
professiona l tool to help advertisers assess 
whether they should advertise on a local or 
g loba l bas is o r, as Conquest increasingly 
believes o n a 'gloca l' basis. 
Luca Lindner 
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Dominic Proctor 
Chief operating officer 
MindShare 

Media planning, buying & research 
In 1997, the Group created MindShare, a 
comprehensive media planning, buying and 

research company, potentially the largest of 
its kind in the world. 

MindShare 

MindShare was launched in 1997, first 
in Asia Pacific, then Europe. Formed from 
the merger of the media departments of 
J. Waiter Thompson and Ogilvy & Mather, 
it will become the first truly global media 
company, and 1998 will witness rapid 
expansion. 

MindShare's mission is to secure competitive 
advantage for its clients in a media world 
which is changing, and which is defined 
primarily by the fragmentation of mass meclia 
and high levels of media inflation. This 
demands intelligent thinking and formidable 
buying power - MindShare delivers both. 

Securing competitive deals is a cornerstone 
for MindShare, and our critical volume 
ensures favoured customer status with 
powerful media owners. At the same time 
we are able to redefine media and 
approach it from a broader perspective 
by incorporating within our operation 
specialists from Group companies and other 
backgrounds. These include TV program 
production, forecasting, interactive media, 
sponsorship and research. 

We have recently won new assignments 
from Kimberly-Clark (across Europe), Pep i 
Telegraph Newspapers and Unileve r, and 
have everything in place to make us a truly 
formidable player on an international cale. 
Dominic Proctor 



Operating and financial review continued 
Reports from divisional heads 

Phil Barnard 
Joint chairman 
The Kantar G ro up 

David Jenkins 
Chief executive officer 
The Kantar Group 

Information & consultancy 
The Group's information and consultancy 
businesses continued their strong growth w ith 
gross profit rising by over 15%. 

Operating costs rose by over 13% and , 
as a result, margins rose by 0·5% over the 
previous year. Particularly strong performances 
were recorded by Millward Brown International . 
Research International and Winona Research . 

The Kantar Group 
Kantar changed its scope and structure 
more in 1997 than in any yea r since its 
inception as we began developing outside 
our traditional strength of the survey 
research business. Most significantly we set 
up Kantar Media Research (KMR) to pull 
together our broad range o f media research 
?fferings, and to assimilate WPP's 
Investment in IBOPE and Nielsen M edia in 
Latin America. The growth of KMR was 
enhanced by Indian Market Research 
Bureau (IMRB) and A.C. Nielsen jointly 
winning the official Indian TV ratings 
business. There was also further 
international expansion of BMRB's Targe t 
Group Index business (used by agencies as 
a c~re media planning tool) which is 
a_vatlable in 11 countries with plans to enter 
stx more countries in the next two years. 

We further developed outside our 
traditional business (for example Winona 
launched its Nextra 'ca ll centers') so entering 
~totally different business area. San Francisco-
ased M.illward Brown Interactive which 

specialises exclusively in Web-based 
research, carried out the prestigious lAB 
{Interactive Advertising Bureau) survey 
wh tch ga ined widespread publicity in th e 
US as the definiti ve work on th e current 
state of Web advertising effectiveness . 
Our research companies grew at doubl e 

48 WPP Group plc 

1-Iow we're doing 

Martin Goldfarb 
Joint chainnan 
The Kantar Group 

rh e rare of th e g lo bal resea rch marker o 
ga inin g sha re for the fourth consecutive 
yea r, thi s g rowth driven by the success of 
our rwo g lo bal resea rch businesses, Re ea rch 
Inte rn a ti o na l (RI) and Millward Brown 
lnre rn a ri o na l (MBI). Our performance came 
from both develo pment of our existing dien -
where o ur rap 20 clients added nearly 
$35 million of increased turnover, and from 
m a jor new bu siness wins. We won 13 
pro jects o f over $1 million, big in resear h 
te rm s, o ne o f them worth over $20 million. 

Throug h both acquisition a nd organi 
deve lo pment we m ade real progress in 
geographic coverage with particular sue ss 
in Asia, which despite the currency 
m eltdown, remains the fastest growth ar a 
for ma rket resea rch worldwide. Both RI and 
MBI grew strongly throughout the region. 

Our resea rch businesses invested heavily 
in processes a nd procedures which will et 

the m up ro benefit from the increasing 
globalisation of resea rch management and 
buying by the major multinationals: 
- transnational management of client 
accounts a nd resea rch ' brands' cutting a 
the geogra phic companies. In both RI and 
MBI, individuals have been appointed to 
manage the ir product or account globally. 
- knowledge management systems to en u~ 
each cli ent is seeing the best the compnn)' 
has to offer worldwide. The investment 
in IT infra structure is being leveraged \· ith 
the use of We b-based technology ro ensur ' 
executives in a ny office have fingertip ac , 
ro product or client lea rning beyond thei r 
own loca tion o r experience base . 

Overall, th e combination of development 
an d innovation in the existing businesses 
coupl ed w ith acquisition and development 
in 'non -traditional ' areas position Kantnr 
we ll for 1998. OaVId Jenktns 



Howard Paste r 
Chairman and 
Chief Executive Officer 
Hill and Know lto n 
W orldw 1de 

Public relations & public affairs 
The Group's public relat1ons and public affa1rs 

activities continued to advance . 
Hill and Knowlton 's revenues rose by over 

13% and operating costs by almost 10"o . 
As a result , Hill and Knowlton cont inued 

o strengthen with margins doubling . 
Ogilvy Public Relations Worldwide's 

revenues rose by 11 % and operat1ng costs by 
approximately 9% . As a w hole . th1s sec to r 
showed operating margins o f almost 8 "o . 1n 
excess of the Group's object1ve fo r 1997 . 1998 
should see public relations and public afla1rs 
margins at a level o f 10 % in line w 1th tile 
best-performing publicly l1 sted competit ion . 

Hill and Knowlton 
Celebrating its 70th anniversa ry, Hill 
and Knowlton launched 1997 with its m os t 
senior worldwide m anage rs a ttending 
The Futures Conference in Los Ange les , 
California. With a mind to positi o ning 
Hill and Knowlton in the nea r a nd lo ng 
term, this forum addressed the inte rn a l 
and external issues o f a w o rldwide publi c 
communications firm, with emph asi s o n 
delivering superio r client service. Thus began 
H&K's exciting and fo rma l tra n sfo rm a ti o n 
into a truly global co mpa n y. Offices a ll over 
the world continued to celebra te th e 
anni versary of the fi rm thro ugho ut the yea r. 

Clients continued to show their confidence 
in Hill and Knowlton. Even th o ugh its new 
business wins were stead y, a signtficant 
portion of the increase in revenue resulted 
from long-standing clients. 

Out of the top 20 worldw ide acco unts, 
14 were ex isting clients w ho ex pa nded 
(someti mes by significant percentages) th e ir 
work with H & K. 

Globa l work inc reased . Ke ll ogg uses 
H&K on fi ve contin ents. GE Cap ita l 

Bob Seltzer 
Chief Executive Officer 
Ogilvy Public Relations 
Worldwide 

se lected Hill a nd Knovvlton as its agency 
o f record . Winning the G AZPROM business 
in Russ ia added a Moscow office, bringing 
the number o f w o rldw ide o ffices to over 
SO . Hill and Knowlton fo rmalised its Latin 
Am erica n region a nd soon expanded it by 
adding Buenos Aires to the family. 

In 1997, Hill and Knowlton continued 
to ra te high in growth and recognition. 
G rowth last yea r w as the best in almost 
a decad e fo r the firm. In an independent 
industry po ll , Hill and Knowlton was 
ra n ked the number two firm worldwide. 
M ov ing into the 21 st century, Hill and 
Kno wl ton will continue to lead with 
the develo pment of new, leading-edge 
ca pa bilities and the ongoing refinement of 
its in-depth industry practice expertise . 
Howard Pasrer 

Ogilvy Public Relations Worldwide 
A new na me: Ogilvy PR Worldwide 
A new positioning: 'Partners in 
Communications' 
A new vision and a set o f va lues to 
achieve it 
A lo t o f new clients 

19 97 was a yea r o f growth: Our traditional 
clients aw a rded us bigger and better 
projects: N avistar, IBM, Glaxo Wellcome, 
Miller Beer, M CI, N ovartis grew 
significantly. N ew clients brought us global 
o ppo rtunities: Oracle, Bristo l-Myers 
Squibb, VTEL. Our work for the European 
Commi ss ion took us to places such as 
Tiblisi, M ongolia and Kiev. 

199 7 was a yea r o f change: Business 
sha red across offices, ac ross oceans and 
across practices grew significantly. We 
so ught business in utility restructu ring and 
won Allegheny Power and the Alliance for 
Com petiti ve Energy. We sought to build 
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our public health capability and won 
programs from the US CDC and NHLBI 
totalling $15 million over the next five . 

. 0 1 n a alobal basiS years. To servtce race 0 " .. 
d nted coaliuon we put together an unprece e . f th 

· ·nruno- one o e with two other agenc1es, Wl o 

largest PR accounts in five years. 
f · · n· We enter 1997 was a year o rransmo . 

1998 poised for a fu ture of global 

opportunity. 
Bob SeltZer 
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John Zweig 
Chief executive officer 
Specialist Commun,catJons 

Specialist communications 
Specialist communications ' revenues rose by 

almost 12%. Gross profit rose by almost 13°o 
and operating costs by almost 12%. As a 
result, overall operating margins rncreased . 

Specialist communications compnse 
30 individual companies, each offering cl ients 
expertise in a different marketing discipline. 
audience segment or industry sector. 
The companies share a common mrssion -
i.e. to concentrate the power of insrght and 
communication to produce extraordrnary results 
for our clients, and 1997 saw significant 
progress in each area of concentration . 

WPP Group plc 

flow we 're doing 

Branding, identity & corporate 
consultancy 

As link ages between corpo ra te and product 
bra nding have becom e impera ti ves of client 
C EOs, w e have b uilt the Enterprise Identity 
C rou p into th e la rges t inte rna tiona l 
consulta ncy (Des ign Week- Ma rch 1998). 
Sa mpson Ty rre ll Ente rpri se continued to 
ex pa nd th e a m o unt o f w o rk carried out for 
cli ents o utsid e of th e UK- no w 42 % of 
consulting fees. Our g lo bal profil e was 
furth e r enh a nced b y severa l major 
ass ig nm ents, such as the new Diet Coke 
pac kage d es ig n by SBG Enterprise . 

C o rporate se rvices w ere a lso strengthened 
thro ug h th e acquis itio n o f Addison in the 
UK ; g rowth o f o ur inte rnal communication 
s ta rt-up, Ba nner M cBride; a nd the 
d eve lo pment o f a new method fo r measuring 
co rpo ra te bra nd equity, ca ll ed ' Equitus'. 

Direct, promotion & 
relationship marketing 
Our US-based prom o tion and di rect 
bu s inesses ex pe ri enced the strongest growth 
in the ir res pective hi sto ri es, la rgely through 
reco rd leve ls o f Group referra ls and 
co ll a boration . Two- thirds o f Einson 
Freem a n 's current revenues a re attr ibutable 
to JWT a nd O& M intro ducti ons, and Sear~ 
consolida ted its pro m o tio n agency ro ter 
w hic h furth e r benefited us. Tho mpson Tor:~l 
Solution s was form ed as a vehicle for 
delive ring co mprehensive m arketing ava ilabit' 
thro ug h o ur di ve rse spec ia li st ca pa bili tie . 

St rategic m arketing consultancy 
Stra teg ic pl a nning a nd cons ulting service 
w ere d e li ve red thro ug h o ur va rio us 
rl a tfo rm s Ill hea lth ca re, re ta il , branding 
a nd identit y. Additi o na ll y, as a business 
foc used en ri re i y on · bri ng ing the outside 



world into our client organisations~ 
The Henley Centre was re la unc hed unde r 
new leadership and four distinct stra teg ic 
offerings. Agreements were reached to 

acq uire three additional stra tegic m arke ting 
consulting organisations in 1998 : C ha rles 
River Strategies, MSI Consulting 
specialising in the technology secto rs; a nd 
Management Ventures (MVI), a firm that 
deli vers insight a nd opinion lead ers hip in 
globa l retail trends. 

Sector marketing 
For the fifth consecutive yea r, the 
hea lthcare advertising industry's leadi ng 
trade magazine named CommonHealth 
'most admired agency', which a lso ra nk s 
firs t in worldwide income. Furthe r 
capabi lities were added in public relations, 
direct marketing and direct-to-con sume r 
advertisi ng of prescription drugs, where we 
also have built the leading position. 

Modelled on thi s success , a dditi o na l 
sectors have been identified for acq ui s iti o n 
or organic development, including retail, 
techn ology (Smith and ]ones, a n agency 
serving high technology clients ), a nd 
eth nic marketing. 

The Geppetto Group, specialising in 
marketing and communications to kids and 
teens was la unched and has already won 
severa l major assignments. 

The Intuition Group, an advertising a nd 
marketi ng resource d edicated to women, 
was lau nched with C lairol Worldwide 
among its charter cli ents. 

O ur real esta te m a rk eting compa n y, Pace, 
launched operations in Miami, Florida; a nd 
during this first year we achi eved a 
dom inant market share. 

Media and technology services 
The Metro Group showed strong 
year-to-year performance and managed 
the nine- month BT Global Challenge 
Yacht Race . Metro a lso designed and 
in sta ll ed systems and on-site training and 
technica l support for the three largest call 
centres' interna l communication system. 

Separately, Savatar was launched to 

provide capabilities in electronic commerce 
a nd interactive media. 
John Z we!Q 

, , WPP Group plc 
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1995 cash flow (£m) 

250 

200 

26 Depreciation 1 150 Free cash 
flow £66m 

100 9 Other 

150 EBIT 3 7 Net interest 

50 35 Capital expendtture 

29 Tax 
0 

Cash out Cash in 

Manufacturing 
The Group's manufacturing division had a 
better year with operating profits rising to 
£0·3 million from £0·2 million. 

Parent company initiatives 

To develop the benefits of membership of 
the Group for both clients and our people, 
the parent company continues to develop 
its activities in the areas of human 
resources, property, procurement, 
information technology and practice 
development. Seven practice areas which 
span all our brands have been developed 
initially in media planning, buying and 
research, healthcare, privatisation, new 
technologies, new faster-growing markets, 
mternal communications and retailing. 
The objective behind these initiatives is to 
position the parent company as more than 
JUSt a fin ancial brand which concentrates 
on financial reporting, control, acquisitions 
and disposals, tax, treasury and investor 
relations. Innovative graduate recruitment 
schemes, awards and training programs 
have all continued to be implemented and 
developed in 1997. In 1997 the parent 
company implemented a worldwide share 
ownership program for all our people with 
over two years' service, a partnership 
program rewarding outstanding examples 
of coll aboration across operating 
companies with the objective of adding 
value to our clients' businesses, and 
training programs on the new media and to 
enhance and stimu late creativity. 

All of these new functions, which add value 
to the Group, are carried out by experienced 
individ uals operating from the UK, the US 
and internationally. Where appropriate we 
recharge these costs to reflect the va lue we 
contribute to our opera ting companies . 

1996 cash flow (£m) 

250 

200 28 Depreciation 

Free cash 
150 flow £102 m 

100 6 Other 
182 EBIT 27 Net interest 

50 36 Capital expend1ture 

39 Tax 

° Cash in Cash out 

Cash flow 

As at 31 December 1997, the Group was 
cash positive with net cash of £195 million 
compared with £159 million at 31 December 
1996 (1996: £135 million on the basis of 
1997 year-end exchange rates). As usua l, 
this was primarily due to the seasonally 
strong fourth quarter and management 
efforts to improve working capital. 

Net debt averaged £115 mi ll ion in 1997, 
down 21% against £145 million in 1996 
(1996: down 24% against £152 mil lion a t 
1997 exchange rates) . These net debt 
figures compare with an equity market 
capitalisation of £2·9 billion, giving a total 
enterprise value of approximately 
£3 ·0 billion at the time of going to press. 

Cash flow continued to improve as 
a result of improved profitability and 
management of working capital. In 1997, 
earnings before interest and taxes were 
£205 million, capita l expenditure 
£36 million, depreciation £29 mil lion, tax 
paid £54 million, interest and similar 
charges paid £29 million and other net cash 
outflows of £5 mi ll ion. Free cash flow 
available for debt repayment, acquisitions 
and dividends was therefore £110 million . 
Of this free cash flow, acquisitions payments 
and investments absorbed £68 million, 
share repurchases and cancellations 
£31 million and dividends £13 million. 

In order to enhance share owner value 
as liquidity improves , your Boa rd has 
continued to give consideration to the 
relative merits of increasing the dividend 
payout ratio and share bu y- bac ks. As no ted 
above, your Board has dec ided to Increase 
the full year's di vidend by 25% to 2·13p 
net per share which is approximate ly seven 
times covered. In addition, as current 
opportuniti es for acq ui siti ons at se nsibl e 
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1997 cash flow (£m) 

250 

200 
29 Deprec,al 10n 

Free cash 
flow £110m 

150 

5 Other 
100 205EBIT 29 Net in terest 

36 Capital expenditure 
50 

54 Tax 

° Cash 1n Cash out 

prices are limited, the Company will 
in c rease the amount available for share 
buy-backs in the open market from 
£ 25 mi ll ion to £50 million, when market 
conditions are appropriate. The recently 
pro posed change to Advance Corporation 
Tax has increased the attraction of this 
approac h . Such share repurchases will now 
represent 2-3 % of the Company's share 
capital which may have a more significant 
impact in improving share owner value. 

In the first three months of 1998, the 
pe riod for which information is available 
prior to printing, liquidity improved still 
further, but was adversely affected by 
exchange rates, with net debt averaging 
£84 million versus £78 million for the same 
per iod last yea r ( 1997: £92 mi llion at 199 
exchange rates) . 

Net bala'nce sheet assets 

No hedg ing is undertaken in relation to the 
acco unting translation of overseas ba lance 
sheets. In 1997 this resu lted in a reduction 
of £40 mi ll ion (1996: increase of 
£22 million) in the sterling value of share 
o wners' funds due to movements in 
excha nge rates . 

In 1997, net liabi lities of £18 million 
compared with net assets of £27 million in 
1996 ( 1996: net liabi lities of £13 million on 
th e bas is of 1997 year-end exchange rates ). 

Treasury activi ties 

Treas ur y activity is managed centrall y, from 
th e pa rent company's London and New 
York o ffices , a nd is principa ll y concerned 
with th e man age m ent of net working 
ca pita l, Inte rest ra te, ba nking relations and 
d ebt m a na ge m ent. 

Th e Croup 's interest ra te management 
pol JL' Y 1s to ensure that a significa nt 



proportion of its bo rrowings e ith er a re o n 
a fixed rate basis or a re h edged aga in st 
significant increases in medium -term 
interest rates. The m a jo rity o f the Gro u p's 
floating rate borrowings a re hed ged a t US 
dollar LIBOR of 6 ·25 % and below 
(excluding margin and hed ging cos ts) , w ith 
maturities extending into Ja nu a ry 2003 . 

Targets fo r ave rage net d ebt a re set o n a n 
annual basis, and to ass ist in m eeting thi s , 
working capital ta rge ts a re set fo r a ll th e 
Group's maj or operati on s. As m en ti o ned 
above, over the last th ree yea rs, 
improvements in working ca pita l h ave m ad e 
a significant contribution to G ro up liquid ity. 

The Gro up also enters in to sh o rt-term 
forward foreign exchange tra nsacti o n s 
when it is necessa ry to hed ge cross-b o rde r 
trading exposures . N o specul a tive fo reign 
exchange trading is underta ken. 

Acquisitions a nd start-ups 
During 1997 the Gro up inc reased its equity 
inte rests, at an initi a l cost o f £68 milli o n , 
in advertising agencies in Austra lia, Brazil , 
Hong Kong, Indi a , Indo nes ia, Ita ly, 
Malays ia, Scandin av ia, Singa pore a nd the 
UK; in infor mation and con sulta ncy in 
China, Latin America, Ta iwa n and the US; 
in public rela ti ons and public a ffa irs in the 
UK and in specia li st communicati ons in 
France, Germany, Ta iwa n a nd the UK . 
Functionally, the G ro up is w ell pos iti o ned 
in areas such as direct m a rk et ing a nd 
interactive com m unica ti o n s, hea lthca re, 
hi-tech and reta il m a rketing and info rm ati o n 
and consultancy w here g rowth is st ro n ge r 
relative to the industry as a w h o le . In lin e 
wi th this ob ject ive the Grou p h a s m ade 
acqu isitions and in vestments in c usto m 
research (Chin a , Ta iwa n a nd t he US ), 
media research (La tin Ame rica ), ch rect 

m a rk eting (Fra nce, Germa ny and Taiwan), 
d a ta mining (the US), media buying (UK) 
a nd thro ugh Media Technology Ventures in 
a number o f interacti ve areas including 
\Xleb telev isio n and telephone, digital 
a nima t ion and on -line healthcare education 
and spo rts enterta inment. 

1997 a lso saw the launch of M indShare, 
the combined media planning, buying and 
resea rch unit of o ur two ma jo r agencies ­
Ogilvy & Mather Worldw ide and J. Waiter 
T ho mpson Compa ny - in N orth America, 
Euro pe, Asia Pacific and Latin America. In 
a dditi o n a significant investment has been 
m ad e in C IA Group plc , an independent 
m edia buyer. N ew ventures were initiated 
in the youth and teen ma rkets w ith 
Geppetto G roup; in ma rketing to women 
w ith The Intuition G roup; and in business 
techno logy consulting w ith Savatar. 

1998 outlook 

As usua l, o ur budgets for 1998 have been 
prepa red on a conservative bas is. They 
p redict like-for-like, yea r-on-yea r revenue 
inc reases of 6 % over 1997. This compares 
with simila r budgeted growth of 6% in 
1997 aga inst an actua l outcome of 8-4 % . 
In the first three months of 1998 we are 
showing a like-fo r-like increase of over 8% . 
At cur rent exchange rates, sterling has 
continued to strengthen aga inst the Group's 
key t rading currencies by approximately 
4 -5 % on a weighted average basis when 
com pa red w ith the average for 1997. 
As a result of improved profi tability and 
cash fl ow, it is a nticipated that a 
continua tion o f firs t quarter exchange rates 
w ill not signi fica ntly affect the achievement 
o f the Group's 1998 results. 

In these circumstances there is no reason 
to beli eve that the Group cannot achieve 
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Accounting policies 

The ~nancial statements have been prepared in accordance with 
applicable accounting standards in the United Kingdom A summa 
of the Gro ' · · · ry 
consistent;t~:O:n~tpal accounting poli.cies, which have been applied 
out below. g out the year and wtth the preceding year, is set 

1 Basis of accountin d -statements 9 an presentation of financial 

The financial statements are 
convention m d'fi d . prepared under the historical cost 

• 0 ' te to tnclude the 1 · names. reva uatton of corporate brand 

2 Basis of consolidation 
The consolidated financial st t . 
Company and all 't . . a ements tnclude the results of the 
accounting date T' sh substdltary undertakings made up to the same 
. · e resuts of s b ·d· . 

dtsposed of during th . u SI tary undertaktngs acquired or 
e year are Included I 

and loss account from th . or exc uded from the profit 
e effecttve date of acquisition or disposal. 

3 Goodwill 

Goodwill represents th 
investments in b . e excess of the fair value attributed to 

ustnesses or subs·d· 
value of the underlying net ' tary undertakings over the fair 
Goodwill arising on consol'dastsetsat the date of their acquisition 
year i h' 1 a ton IS written ff · · n w tch it arises. The P fit 0 agatnst reserves in the 
of a business includes good:t\1' or loss on the disposal or termination 

prevtous\y w ·tt n en off to reserves. 

4 lntang"bl -I e fixed ass ts 
Intangible fixed assets e . 
brand n compnse certain a · 

. ames. These are shown t cqutred separable corporate 
ea~ntngs expected to arise from ~h a valuation of the incremental 
va uatlons have been based on e ownership of brands. The 

~~~~;~:~~~~ from the owners~~~;~~~:: ~alue of notional royalty 
annual review uNtable to brand loyalty. The I rands and on estimates 

· o deprec· t' va uattons are b' 
directors, the br ta IOn is provided si . ' su ject to 

ands do not have a fi 't nee, In the opinion of the 
tnt e useful economic life. 
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5 Tangible fixed asset s 

Tangible fixed assets are shown at cost less accumulated depreciation. 
Depreciation is provided at rates calculated to write off the cost or 
valuation less estimated residual value of each asset on a straight-line 
basts over 1ts est1mated useful life, as follows: 

----------------------------
Freehold bui ldings - 2% per annum 
Leasehold land and buildings - over the term of the lease 
Fixtures, fittings and equipment - 10% -33% per annum 

6 Investme nts 
Except as stated below. fixed asset investments are shown at cost 
less provision for permanent d iminution in value. 

The Group 's share of the 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 the profits less 
losses and net assets is based on current information produced by 
the undertakings, adjusted to conform w ith the accounting policies of 

the Group. 

7 St ock s 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 real isable 

value. 

8 D ebt ors 
Debtors are stated net of provisions for bad and doubtful debts. 

9 Taxation 
Corporate taxes are payable on taxable profits at current rates. 
Deferred taxation is calculated under the liability method and provision 
is made for all timing differences which are expected to reverse, at 
the rates of tax expected to be in force at the time of the reversal. 



10 Pension cost s 

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 to the scheme members' 
average remaining service lives. For defined contribution schemes, 
contributions are charged to the profit and loss account as incurred. 

11 Operating lea ses 
Operating lease rentals are charged to the profit and loss account 
on a systematic basis. Any premium or discount on the acquisition of 
a lease is spread over the life of the lease. 

12 Turnover, cost of sales and re venue 

Turnover comprises the gross amounts billed to clients in respect 
of commission-based income together with the total of other fees 
earned. Cost of sales comprises media payments and production 
costs. Revenue comprises commission and fees earned in respect 
of turnover. Turnover and revenue are stated exclusive of VAT, sales 
taxes and trade discounts. 

13 Translation of foreign currencies 

Foreign currency transactions arising from normal trading activities are 
recorded in local currency at current exchange rates. Monetary assets 
and liabilities denominated in foreign currencies at the year-end are 
translated at the year-end exchange rate. Foreign currency gains and 
losses are credited or charged to the profit and loss account as they 
arise. The profit and loss accounts of overseas subsidiary 
undertakings are translated into pounds sterling at average exchange 
rates and the year-end net investments in these companies are 
translated at year-end exchange rates. Exchange differences arising 
from retranslation at year-end exchange rates of the opening net 
investments and results for the year are dealt with as movements 
1n reserves. 
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Consolidated profit and loss account 
For the year ended 3 r December r 9 9 7 

Notes 

2 

4 

Turnover (gross billings) 
Cost of sales 

Revenue 

Direct costs 

Gross profit 

Operating expenses (net) 

Operating profit 
Net interest p bl . . - aya e and s1m1lar charges 

2 Profit on ord· . . . 5 
1 

mary act1v1t1es before taxation 
- ax on profit on ordinary activities 

Profit on ord· M . mary activities after taxation 
----lnonty interests 

Profit attrib t 

1997 

£m 

7,287·3 

(5,540·6) 

1,746·7 

(278·0) 

1,468·7 

(1 ,263·2) 

205·5 
(28· 1) 

177·4 

(56·7) 

120·7 
(4·7) 

116·0 

1996 

£:m 

7.084·0 

(5,392 ·7) 

1,691 ·3 

(254·8) 

1 ,436·5 

(1,254·1 ) 

182·4 

(29·1) 

153·3 

(50 ·6) 

102·7 

(2·7) 

100·0 

1995 1 997 1996 1995 
[m Sm $m $m 

6 .553 1 11 ,937·3 11 ,062·4 10,342·1 

14 .998·2) (9,076· 1) (8.421·3) (7,888·2) 

1 ,554 ·9 2,861·2 2,641-1 2,453·9 

(226 ·9) (4 55·4) (397·9) (358·1 ) 

1 ,328·0 2,405·8 2,243·2 2,095·8 

(1 '178·5) (2,069·2) (1 ,958·4) (1 ,859·9) 

149 5 336·6 284·8 235·9 

(35·8) (46·0) (45·4) (56·5) 

11 3 ·7 290·6 239-4 179-4 

(43 ·2) (92·9) (79·0) (68·1) 

70 ·5 197·7 160·4 111 ·3 

(1 -8) (7·7) (4·2) (2·9) 

68·7 190·0 156·2 108·4 

(15·7) (12·4) (9 ·7) (25·7) (19-4) (15·3) 

100·3 87·6 59·0 164·3 136·8 93·1 

6 
0 

d' u able to ordinary share owners 
~nary dividends 
---- Re~ine~d~--f-.----------------------------------~~~----~~~------~~----~--~----~~----~--

pro lt for the year 

7 
Earnings 
B 

. Per share (net basis) 
as1c earn· ---.::.:.:::::: lngs per ordinary share 

~ly diluted · eamngs per ordinary share 

15·7P 13·7p 9·5p 25· 7ft 21 -4q; 15·0c 

15·4P 13·3p 9·1 p 25·2e 20·8(!: 14-4C 

Ordinary d" . 
0·87q; 0·70 

6 

Interim d' . IVIdend per share (net) 
~ldend ~ividen:--d:--------------------------------~:!:--~~~----::---::-~-----==-=-~----:---=:----:-= 0·7P 0·556p 0·445p 1 · 14(t 

1·43p 1·144p 0·865p 2·35(t 1· 79q; 1·37C 

Earning 
$2·57 $2 ·1 4 $1 ·50 

157·0P 137·0p 95·0p 

154·0P 133·0p 91·0p $2·52 $2·08 $1·44 

Basic s .Per ADR (net basis} 
~ngsperADR ~i luted-=e~a-rn-:-in_g_s_p_e_r_A_D_R ________________________ ~~~----~--:..:.:...---------------:::-::--=-::-----:::-=--=-::------:---

7·0P 5·56p 4·45p 11·4ft 8·7q; 7·0 
0rdinar .. 
~VIdend per ADR (net} 

Final ~T 1 4.3p 11 ·44p 8·65p 23·5ft 17·9<!: 13·7C 
heacco --~::::--------------------------------_:::::----~~~----------~-----------------------------

Th mpanying notes f . e main reportin orm an Integral part of this profit and loss account. . . . . . 
statements t 9 currency of the Group is the pound sterling and the financial statements have been prepared on th1s bas ts . Solely for convenience, the ftnanc1al 
(1997 se out on pag 58 f th ft d I : $1·63B1: £ .es and 60 are also expressed in US dollars using the approximate average rate for the year or e pro 1 an oss account 

1995:$1-55
26 

= £1· 1996. $1·5616 = £1,1995: $1 ·5782 = £1) and the rate in effect on 31 December for the balance sheet (1997 : $ 1·6454 = £1, 1996: $1·711 3 = £1 . 

This tr 1). 
ated. not be construed as a representation that the pound sterling amounts actually represent. or could be converted 1nto. US dollars at the rates indic anslation should · 

All the 0 . Th . Peratlons of th G . . . . . 

S 
ere IS no mat . . e roup continued throughout each of the years above and no material operattons were acq wred or discontinued . 

tanda d enal d1fferen b t · · f . d f d · · · r 3. Movem t . ce e ween the results disclosed in the profit and loss account and the h1stonca l cost pro 1t as e me by F1nanc1al Report1ng 

en s In share owners' funds are set out in note 23. 
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Consolidated cash flow statement 
For the year ended 3 1 Decen1be r 199 7 

9 

0 

0 

0 

8 

8 

Net cash inflow from operating activities 

Return on investments and servicing of finance 
United Kingdom and overseas tax paid 
Capital expenditure and financ ial investment 
Acquisition payments 
Equity dividends paid 

Net cash inflow before financing 

Net cash outflow from financ ing 

(Decrease)/increase in cash and overdrafts for the year 
Translation d ifference 
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: 

(Decrease}/increase in cash and overdrafts for the year 

Cash outflow from decrease in debt financing 
Other movements 
Translation difference 

Movement in net funds in the year 

Net funds/(debt) at beginning of year 

Net funds at end of year 

The accompanying notes form an integral part of th is cash flow statement. 

1997 

£m 

285·8 

(30·5} 

(54·0} 
(45·8} 

(68·5} 

(13·5} 

73·5 

(142·3} 

(68·8} 

(13·8} 

374·6 

292·0 

(68·8} 

126·1 

(1·0} 

(20·8} 

35·5 
159·2 

194·7 

Consolidated sta tement of total recognised gains and losses 
For the year ended 3 I Decen1ber r 99 7 

lotes 

Profit for the financial year 
Exchange adjustments on foreign currency net investments 
Gain arising on expiry of subscription warrants 
Exchange adjustments on conversion of Convertible 

Cumulative Redeemable Preference shares 

Total recognised gains and losses relating to the year 

'i LJ WPP Group plc 
The 111111 1/Jers i11 (111/ 

1997 
£m 

116·0 
(40·1} 

1996 
£m 

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) 

87·8 
71-4 

159·2 

1996 
£m 

100·0 
22·3 

1·9 

124·2 

1995 
£m 

235·8 
(38·6) 
(29·0) 
(39· 1) 
(12·5) 

{8·7) 

107·9 
(38·5) 

69·4 
4·3 

268·5 

342·2 

69·4 
38·5 
{0·7) 
2·2 

109-4 

(38·0) 

71-4 

1995 
£m 

68·7 
{5·3) 

{1·0) 

62-4 



Consolidated balance sheet 
As at 31 December 1997 

Notes 

12 

13 

14 

15 

16 

17 

18 

19 

20 

22,23 

23 

23 

23 

23 

Fixed assets 

Intangible assets 

Tangible assets 

Investments 

Current assets 

Stocks and work in progress 
Debtors 

Debtors within working capital facility: 
Gross debts 

Non-returnable proceeds 

Cash at bank and in hand 

Creditors: amounts falling due within one year 

Net current liabilities 

Total assets less current liabilities 

Creditors: amounts falling due after more than one year 

Provisions for liabilities and charges 

Net (liabilities)/assets 

Capital and reserves 

Called up share capital 

Share premium account 

Goodwill write-off reserve 
Other reserves 

Profit and loss account 

Equity share owners• funds 
Minority interests 

Total capital employed 

The accompanyin t 
g no es form an integral part of this balance sheet. 

Signed on beh If M a of the Board on 6 May 1998· 
S Sorrel! · 

Group chief executive 

P W G Richardson 
Group finance d. 1rector 

6o WPP Group plc 
The numbers in fu ll 

1 997 1996 

£m £m 

350·0 350·0 

143·5 138·6 

7 0·5 45·8 

5 6 4 ·0 534·4 

99·7 94·1 

8 27·6 765·0 

335·2 264 ·1 

(211·7) (175·0) 

123·5 89·1 

364·5 412 ·2 

1,415·3 1,360·4 

(1 ' 7 0 1·6) (1 ,508 ·0) 

(2 86·3) (147·6) 

277·7 386·8 

(221 ·5 ) (281·7) 

(74·5) (78 ·2) 

(18·3) 26·9 

73·6 74·1 

421 ·6 416·5 

(1,160·4) (1,068·8) 

78·4 11 7·8 

561 ·6 482 ·7 

(25·2) 22 ·3 

6·9 4·6 

(18·3 ) 26·9 

1995 1997 1996 1995 
£m Sm $m $m 

350·0 575·9 599·0 543-4 
139·2 236· 1 237·2 216·1 
35·3 116·0 78-4 54·8 

524 ·5 928·0 914·6 81 4·3 

92·5 164·0 161·0 143·6 
803 ·4 1 ,361·7 1,309· 1 1,247·4 

245·1 551 ·5 452·0 380·5 
(160·3) (348·3) (299·5) (248·9) 

84 ·8 2 0 3·2 152·5 131 ·6 
376·0 599·7 705-4 583·8 

1,356·7 2,328·6 2,328·0 2,1 06·4 

(1,521·7) (2,799·8) (2 ,580·6) (2 ,362·6) 

(165·0) (471·2) (252·6) (256·2) 

359·5 456·8 662·0 558·1 
(328·7) (364·5) (482·1) (510·3) 

(88·8) (122·6) (133·8) (137·9) 

(58 ·0) (30·3) 46·1 (90·1 ) 

73 ·7 121 · 1 126·8 114·4 
409·0 693· 7 712·8 635·0 

(1,040·2) (1 ,909·3) (1,829·0) (1 ,615·0) 
97 ·4 129·0 201·6 151·2 

397·7 924·0 826·0 61 7·5 

(62 -4) (41 ·5 ) 38·2 (96·9) 

4·4 11·2 7·9 6·8 

(58·0) (30·3) 46· 1 (90·1 ) 



otes to the consolidated profit and loss account 

1 Segment information 

~"IS Group is the leading worldw ide communrcatrons servrces organrsatron offering 
-~and multinational c lients a compret1ensrve range o f communrcations servces. 
T-ese services include advertising . medra plannrng. buyrng and research. infom1ation and 
CIXISl.Atancy, public relations and publrc affarrs . and specralrst communrcations. The Group 
derii9S a substantial proport ion o f rts revenue and operatrng rncome from North America. 
m LJrned Kingdom and Cont inental Europe and the Group·s performance has historically 
teEn inked with the econom ic perfo rmance of these regrons. However. due to I he greater 
~" of economic growth in the world's emergrng marke ts . rn part rcular Asra Pacific. Latin 
.t.meric:a and Central and Eastern Euro pe. and the rnc reasrng ac trvr tres o f clients in such 
~. these areas are contribut ing an rnc reasrng p roport ron o f the Group 's busrness. 

Coltributions by geographical area were as fo llows: 

Turnover 
\ki:OO Kingdom 
t.Jrl!ed States 
Corlt¥lental Europe 

1997 
£m 

809· 0 
3,159·7 
1,539·0 

Change 
0 0 

5·0 
3·8 

(36) 

1996 
[m 

770·4 
3.043 ·9 
1.595·6 

Change 
qo 

62 
11·4 

2·9 

1995 
[ m 

725·2 
2.733·3 
1.550·9 

1-<ia Pacific, Latin America, 
AJrica & Middle East 1,779·6 6·3 1.674·1 8 4 1,543·7 

Revenue 
.h!ed Kingdom 
.h'.ed States 
Continental Europe 
1-:2 Pacifrc , Latin America, 

AJrica & Middle East 

Operating profit 
..klted Kingdom 
)(.i:ed States 
1/..otinental Europe 
1-:;:a Pacific , Latin America, 

AJrica & Middle East 

7,287·3 

334·0 
700·8 
336·2 

375·7 

1,746·7 

33·0 
88·4 
40·1 

44· 0 

205·5 

nere is no significant c ross-bo rder trading . 

0:rrtributions by operating secto r w ere as fo llows: 

Turnover 
Mtertising 
~•0rrnation & consultancy 
Pt.tJiic relations & public affairs 
:.pecialist communications 

Revenue 
t-rl'tertising 
r'orrnation & consultancy 
r- ..tAc relations & public affairs 
'..f,ociaJiss communications 

Operating profit 
f.r.l' tert!Sing 
''ormation & consultancy 
hA:I5c relations & public affairs 
'..fA'Y".Aalist communications 

1997 
£m 

6,115·8 
297·7 
114·4 
759·4 

7,287·3 

923·1 
297·7 
114·4 
411·5 

1,746· 7 

132·7 
25·9 

9 ·2 
37· 7 

205·5 

--------------------
2·9 7.084 ·0 

53 
5·0 

(4·7) 

6 1 

3·3 

17·9 
17 6 
3 -4 

8 9 

12·7 

317 3 
667· 2 
352· 6 

354 2 

1.69 1·3 

28 0 
75 2 
38·8 

404 

182·4 

C hange 1996 
% [ m 

1·5 6.023 6 
9 1 273 ·0 
7· 4 t 06·5 

11 5 680 9 

29 7.084·0 

(0 7) 930 2 
9 ·1 273 0 
7· 4 106 ·5 
7· 8 38 1 6 

33 1.69 1 3 

59 
17·7 

1486 
20 1 

1253 
22 0 

3 7 
3 1-4 

8· 1 6.553· 1 

7· 1 
12·2 
2· 6 

10 ·5 

296·1 
594·8 
343·6 

320 ·4 

8 ·8 1.554·9 

22·8 22·8 
23·9 60·7 
(1 0) 39·2 

50· 7 26·8 

22 0 149·5 

Change 1995 
o/o [m 

7·3 5.613·9 
9·9 248·5 
8·9 97·8 

14·8 592·9 

8· 1 6,553· 1 

7· 6 864 ·8 
99 248·5 
8 ·9 97·8 

11·0 343 ·8 

88 1.5549 

15·5 108 5 
19·6 184 

260 9 (2 3) 
26· 1 24·9 

- ------- - - - ---
12 7 182 ·4 22 0 149·5 

h r \X' PP (;ro up plc 

I f>e ll t llld){ 'I'S 11 1 full 

2 Operating expenses 

Total staff costs (note 3) 
Establishment costs 
Other operating expenses (net) 
Share of profits of associated undertakings before tax 
Loss on sale of tangible fixed assets 

Operating expenses include: 
Depreciation 

Operating lease rentals: 
Property (excluding real estate taxes) 
Plant and machinery 

Auditors' remuneration: 
Audit fees 
- Arthur Andersen 
- other 

Fees in respect of other advisory work 

Minimum committed annual rentals 

1997 
£m 

857·8 
133·9 
282·0 
{10·6) 

0·1 

1,263·2 

86·9 

1996 
£m 

852·4 
137·0 
276·6 
(12·3) 

0-4 

1,254·1 

28-4 

75·8 
16·8 

92·6 

1·8 
0·3 

2·1 

2·0 

1995 
£m 

799·2 
132·1 
260·9 
(14·5) 

0·8 

1,178·5 

26·2 

80·1 
17·3 

97·4 

1·8 
0·3 

2·1 

1·8 

Amounts payable (net of taxes) in 1998 under the foregoing leases will be as follows: 

Plant and machinery 

In respect of operating leases 
which expire: 

1998 
£m 

- within one year 3·9 
- within two to five years 1 0·9 
- after five years 0·6 

15·4 

1997 
£m 

4·7 
9·1 
0·3 

14·1 

1996 
£m 

4·9 
11·2 
0·9 

17·0 

1998 
£m 

6·5 
15·0 
49·8 

Property 

1997 
£m 

7·9 
15·6 
45·7 

69·2 

1996 
£m 

14·9 
9·6 

55-4 

79·9 

Future minimum annual amounts payable (net of taxes) under lease commitments in 
existence at 31 December 1997 are as follows: 

Year ended 31 December 

1998 
1999 
2000 
2001 
2002 
Later years (to 2009) 

Minimum 
rental 

payments 
£m 

86·7 
90·4 
82·8 
76·1 
69·2 

342·2 

747·4 

Less 
sub-let Net 
rentals payment 

£m £m 

(6·2) 80·5 
(6·0) 84-4 
(5·5) 77·3 
(5·6) 70·5 
(5·0) 64·2 

(27·5) 314·7 

(55·8) 691·6 

.I 



Notes to the consolidated profit and loss account continued 

3 Our people 

Our staff numbers averaged 22,gog against 21,166 in 1996, up 8·2%, includ ing 
acquisitions. Their geographical distribution was as follows: 

1997 1g96 1995 
Number Number Number 

United Kingdom 3,625 3,673 3,503 
United States 6,571 6,387 6,164 
Continental Europe 4 ,291 4,004 3,793 
Asia Pacific, Latin America, Africa & Middle East 8 ,422 7,102 6,692 

22,909 21,166 20,152 

At the end of 1997 staff numbers were 24,426 compared with 24,013, up 1· 7% on a like­
for-like basis at the end of 1996, operating in 810 offices in 91 countries. 

Total staff costs were made up as follows: 

1997 1996 1995 
£m [m [m 

Wages and salaries 615·4 
Payments and provisions charged under short- and 

613·8 569·3 

long-term incentive plans 51·6 56·7 49·3 
Social security costs 70·4 70-4 66·7 
Other pension costs 20·2 22·9 25·1 
Other staff costs 100·2 88·6 88·8 

857·8 852·4 799·2 
Staff cost t o revenue ratio 49·1 % 50·4% 51·4% 
Directors' emoluments are disclosed on page 82. 

4 Net interest payable and similar charges 

1997 1996 1995 
£m [m [ m 

On bank loans and overdrafts, and other loans 
- repayable wrthin five years, by instalments 

1·2 21·5 26·1 - repayable within five years, not by instalments 
- on all other loans 23·8 8·0 9·7 

Interest payable 
1·4 0·2 0·5 

Interest receivable 26·4 29·7 36·3 

Net interest payable 
(10·3) (11·5) (10·8) 

Charges in respect of ki . 16·1 18·2 25·5 wor ng caprtal facilities 
12·0 10·9 10·3 

. 28·1 29·1 35·8 
Net rnterest payable fell to [ 16·1 million from [

1 
. . 

and cash fiow, and better borrowing margins. 
8

·2 mrllron, reflect ing improved profitability 

In 1 gg5 and previous years' reported figures thew . . . . 
charged against operating profits. orking caprtal facrlrty charges were 

The weighted average interest rate on short t b . 
was 6·2% (1996: 6·4% and 1995: 6·8%) The e-ffecermt· orrowrngs at 31 December 1997 

· rve rnterest rate 1 
borrowings was 6·2% as at 31 December 1997 (1996: 

6
_
9

%· o n ~ng-term . 
margin of 0 ·425% over US dollar LIBOR. · 1995. 7·3 Yo), rncludrng a 

Derivative financial instruments 

The Group entered into various types of US dollar interest rate contracts in m . . 
rnterest rate rrsk, as below. The rates below exclude margin costs. anagrng rts 

The Group enters rnto interest rate swap agreements to reduce the impact of changes in 

interest rates on its floating rate debt. Under the swap agreements the Group agrees with 

other parties to exchange, at specified inteNals, the difference between the fixed strike 

rate and prevailing floa ting US dollar LIBOR calculated by reference to the agreed notional 
principal amount. 

62 WPP Group plc 

The numbers in fu ll 

4 Net interest payable and srmrlm c l t<Jrges contrnued 

The differential paid or recerved by the G roup o n the swap agreements is charged/ 

(credited) to interest expense 111 the year to w hrc h rt re la tes. 
The term o f such instrum ents rs no t g rea ter than t11e term o f the debt being hedged 

and any antic ipa ted refrnancrng o r extensro n o f the debt. 
The Group is exposed to c red rt · re la ted lo sses rn the event o f non-performance by 

counterpart ies to financral rnstruments . b ut rt d oes not expect any counterparties to fail to 

meet their obligations grven the Group·s po lrcy o f selectrng only counterpart ies wi th high 

c redit ratings . 
O ther than the above. the Group has no srgnrfican t ut ilisation o f derivative financial 

instruments . 

5 Tax on profit on ordinary activities 

The tax charge is based o n the pro fil fo r the year and comprises: 

Corporation tax at 3 1 ·5% (1996 and 1995 : 33°o) 

Deferred taxat ion 
Overseas taxation 

Tax on profits of associate companres 

Write-back of previously w rirt en-off AC T 

Advance corporation tax wrr !ten o ff 

Effective tax rate on profit befo re tax 

1997 
£m 

6·1 
(2·6) 

52·0 
3·9 

(2·7) 

56·7 

32% 

1996 1995 
[m £m 

4·2 
0·8 

40·2 31·9 

5·4 6·8 

0·8 3·7 

50·6 43·2 

33% 38% 

The follow ing table reconc rles the Group's tax to the United Kingdom statutory rate of 

31·5% (1996 and 1995: 33% ): 

Tax on pre-tax income at statutory rates o f 3 1·5% 

(1996 and 1995: 33 %) 
Effects of: 
Permanent differences be tween 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 statu tory standard 

tax rates 

Write-back of previously w ritten -off ACT 

Advance corporation tax w ritten off 

Tax on profit on ordinary activities 

6 Ordinary dividends 

Ordinary dividend 

1997 1996 1995 

Pence per st1are (net) 

Interim d ividend paid 0·70p 0· 556p 0-445p 

Final dividend proposed 1·4 3p 1·144p 0·865p 

2·13p 1·70 0 p 1 3 10p 

1997 
£m 

55·9 

2·6 
(4·1) 
3·8 

1·2 
(2·7) 

56·7 

1997 

£m 

5·2 
10·5 

15·7 

1996 

£m 

50·6 

3·7 
(7·3) 

2·6 

0·2 

0·8 

50·6 

1996 

[m 

4·1 

8·3 

12 ·4 

1995 
[m 

37·5 

(1-7) 
(1 ·6) 

2·7 

2·6 

3·7 

43·2 

1995 

£m 

3·3 
6 -4 

9· 7 

The 1997 interim and final dividends w ere respectrvely paid and proposed to be paid in 

the form o f foreign income dividends . 

7 Earnings per orrdinary share 

Basic earnings per share have been calculated using earnings o f [ 116·0 million (1996: 
£·1 00·0 mill ion. 1995: L68· 7 million) and weighted average sl1ares in issue during tile year of 

738,573,147 shares (1996: 728 .263.4 75 sl1ares. t 995 722.550.4 73 shares). 
Fully diluted earnings per share have been calculated on a weighted average of 

772,07 1,440 shares (t996 : 767.570.424 shares. t 995 : 756.64 1.018 shares). This takes into 

account the exerc ise o f employee share op tro ns w here these are expected to dilute earnings 



otes to the consolidated cash flow statement 

8 Sources of f inance 

re olovling table is a supplem ent ary dtsclosure to tile consoltdated cash flow 
s:a::.ement, summarising the equity and debt ft nanctng of t11e Group. and changes dunng 
i:l:! year. 

1997 1997 t 996 1996 1995 t995 
Shares Debt Shares Debt Shares Debt 

£m £ m [ m [m [ m [ m 

Analysis of changes in 
fina:rtc I ng 
3egiYling of year 490-6 215-4 482 ·7 270·8 479·5 306·5 
O:n-tersion of Convert ible 

Cumulative Redeemable 
Preference shares 1·0 

'J:hEr issues of share capital 5-3 7 9 22 
Stoare buy-back (0·7) 
~tofbankloans (18-5) (40·5) (20·6) 
h;:rease/(reduction) in drawings 

on bank loans (106-4) 4 -4 (12· 1) 
Amortisation!(payment) of 

f.nancing costs included 
in net debt (0·2) 1·2 (5·4) 

2xdlange adjustments on 
long-term borrowings 7-0 (205) 2·4 

End of year 495-2 97-3 4906 2 15-4 482 ·7 270·8 

Tte above table excludes bank overd raf1 s w lltc ll fall w ithtn cash for the purposes of the 
consofldated cash flow statement. 

Shares 
t-.1 31 December 1997, the Com pany 's share base was entirely composed of ordinary 
r:oUty share capital and share premium o f [49 5 ·2 m ill ion ( t 996 [ 490·6 million. 1995: 
iA82·7 million). further details of which are d tsclosed in notes 22 and 23 . 

Debt 
Revolving Credit Facil ity 
Tre majority of the Group's debt is funded under a new $650 m ill ion syndicated Revolving 
Credit Facility dated July 1997. This fac ility ts sc11eduled to amortise in $25 million semi­
;;;nJaJ increments to $500 million in July 2000 and t11en remain as a fixed commitment 
t6Jij July 2002. The Group's syndicated borrowings d rawn down under the agreement at 
31 December 1997 totalled $ 150 m illion ( 1996 $354 1 m illion). 

Interest on the majority of the Group's borrowings is payable at a margin o f between 
'.1-20% and 0·55% over US dollar LIBOR depend ing on certain covenant conditions being 
r'tE:o1 and, for a significant proportion of borrowtngs. is hedged for t11e next t11ree to five 
fWS at US dollar LI BOR rates o f 6·25% o r less (excluding margin costs) 

Borrowings under the Revolving C redit Facility are secured by guarantees given by 
1arious of the Group's operating subsidiaries and are governed by certain financial 
rn1enants based on the results and financial pos1t1on o f the Group . 

Tre following table is an analysis of net fund s w ith debt analysed by year of repayment: 

Debt 
1/rth'Jl one year 
Bet11een one and two years 
~11een two and five years 
'"er five years - by instalments 

Debt financing under the Credit 
Facility Agreement and from 
unsecured loan notes 

'.1l011-term bank loans and overdrafts 
- within one year 

',a:h at bank and in hand 

14e1: funds 

1997 
£m 

(9·3) 

(87-0) 
(1·0) 

(97-3) 

(72-5) 
364·5 

194·7 

Change 
1n year 

[m 

38· 8 
43 8 
35·6 
(0 1) 

11 8 1 

(34 9) 
(47 7) 

35 5 

1996 
[ m 

(48 1) 
(43·8) 

(122·6) 
(0·9) 

(2 15 4) 

(37 6) 
4 12·2 

159·2 

Change 
in year 

[m 

(9·9) 
(0·1) 

65·3 
0·1 

55 -4 

(38) 

36 2 

87·8 

1995 
[m 

(38· 2) 
(437) 

(1879) 
(1 ·0) 

(270·8) 

(33·8) 
376·0 

71 4 

6 ; WPP Group plc 
The 1111111hc rs in f i t!! 

9 Reconciliat ion of operat ing profit to net cash inflow from 
operat ing act ivit ies 

1997 1996 1995 
£m £m £m 

Operating profit 205·5 182-4 149·5 

Depreciation charge (note 13) 29·1 28·4 26·2 

Decrease in working capital and provisions 58·9 33·7 68·8 

Share of associated undertaking profits before tax (10·6) (12·3) (14·5) 

Dividends and other receipts from associated 
undertakings (note 14) 2·8 5·1 5·0 

Profit of associates less dividend received (7-8) (7·2) (9·5) 

Loss on sale of tangible fixed assets 0·1 0·4 0·8 

Net cash inflow from operating activities 285·8 237·7 235·8 

The following table analyses the changes in working capital and provisions that have 
contributed to the net cash inflow from operating activities in the consolidated cash ftow 
statement: 

1997 1996 1995 

£m £m £m 

Changes in working capital and provisions 
(8·6) 12·7 (lncrease)/decrease in stocks and work in progress (2·5) 

(lncrease)/decrease in debtors (66-3) (12·8) (107·9) 

Increase in creditors - short term 120·0 53·6 154·0 

- long term 6·9 15-4 0·2 

lncrease/(decrease) in provisions 0 ·8 (13·9) 9·8 

Decrease in working capital and provisions 58-9 33·7 68·8 

10 Analysis of non-operating cash flows 

The following tables analyse the items included within the main cash ftow headings on 

page 59: 

1997 1996 1995 

£m £m £m 

Returns on investments and servicing of finance 
Interest and similar charges paid (39-9) (39·1 ) (48·1) 

Interest received 10·6 11·7 10·8 

Dividends paid to minorities (1·2) (0·8) (1 ·3) 

Net cash out11ow (30·5) (28·2) (38·6) 

Capital expenditure and financial investment 
(36-3) (35·7) (35·0) Purchase of tangible fixed assets (note 13) 

Purchase of own shares by ESOP trust (note 14) (12·7) (6·9) (6·2) 

Proceeds from sale of tangible fixed assets 3-2 1·6 2·1 

Net cash out11ow (45·8) (41·0) (39·1) 

Financing activities 
Net repayment of bank loans (18·5) (40·5) (20·6) 

lncrease/(reduction) in drawings on bank loans (106·4) 4-4 (12·1) 

Share buy-backs (18·5) 

Financing costs (1·3) 1·2 (5·8) 

Proceeds from issue of shares 2·4 3-4 

Net cash out11ow (1 42-3) (31·5) (38·5) 



Notes to the consolidated balance sheet 

11 Segment information 

Assets by geographical area were as follows: 

Non-interest bearing 
Total assets employed assets/(liabilities) 

1997 1g96 1995 1997 1996 1995 

£m £m £m £m £m £m 

Unrred Kingdom 356·0 349·5 292·5 31·2 26·7 13·7 
United States 515·8 497-g 508·1 (420·5) (260·9) (2537) 
Continental Europe 489·0 508·5 564·5 61·9 22·1 30·5 
Asia Pacific, Latin America, 

Africa & Middle East 618·5 538·9 516·1 114·4 79·8 80· 1 

1,979·3 1,894·8 1,881 ·2 (213·0) (132 ·3) (129·4) 

Net interest bearing funds 194·7 159·2 71·4 

Net (liabilities)/assets 
in the consolidated 
balance sheet (18·3) 26·9 (58·0) 

Assets by operating sector were as follows: 

Non-interest bearing 
Total assets employed assets/(liabilities) 

1997 1996 1995 1997 1996 1995 
£ m £m £m £m £m [m 

Advertising 

Information & consultancy 
1,46 1·7 1,424·4 1,511 ·0 (212·2) (123·7) (144-4) 

157·7 133·8 131·3 (1 1·3) (0·9) 1·6 
Public relations & public 

affairs 

Specialist communications 
8 1·4 101 ·3 62·5 11·7 4·0 10·4 

278·5 235·3 176-4 (1·2 ) (11·7) 3·0 

1,979·3 1,894·8 1,881·2 (213·0) (132·3) (129·4) 

Net interest bearing funds 
194 ·7 159·2 71-4 

Net (liabilities)/assets 
in the consolidated 
balance sheet 

. . (18.3) 26·9 (58·0) 
Certrun Items, including the v I . 
within the above an a uatlon of corporate brand names, have been allocated 
Which they relate. alyses on the bas1s of the revenue of the subsidiary undertakings to 

12 Intangible fixed assets 

1997 1996 1995 
C £m £m £m 

orporate brand names 

Corporate b 350·0 350·0 350·0 
Th rand names represent th . 

ompson and Hill and Kn 
1 

e directors' valuation of the brand names J . Waiter 
Mather Worldwide acquire:w ton Which were originally valued in 1988 and Ogilvy & 
been v 1 · 1n 1989 as part f Th 0 · ' a ued 1n accordance with th 0 e g1lvy Group, Inc. These assets have 
In the course of their annual . e Group's accounting policy for intangible fixed assets. 
Centre a d H review the direct n SBC Investment Bank. ors consulted their advisers, The Henley 

64 WPP Group plc 
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13 Tangible f ixe d asset s 

The movements 1n 1997 and 1996 were as follows: 

Land and buildings 

Fixtures, 
fittings 

Short and Computer 

Freehold leasehold equipment equipment Total 

[ m £m £m £m £m 
Cost: 

123 109·0 85-4 77·5 284·2 
1 January 1 996 

11 ·7 15·5 35·7 1·4 7·1 
Additions 

0·1 5·1 5·3 
New acquisitions 0 1 

(05) (16) (3·1) (3·5) (8·7) 
Disposals 

(09) (103) (14 ·0) (4·7) (299) 
Exchange adjustments 

12·3 104·3 80· 1 89·9 286·6 
3 1 December 1 996 

08 7·9 8· 1 19·5 36·3 
Additions 0 ·9 3·5 6·9 
New acquisitions 1·5 1·0 

(2·3) (1 3) (5·5) (3 ·1) (12·2) 
Disposals 

(0·3) 1·2 (1-1 ) (1·9) (2·1 ) 
Exchange adjustments 

12·0 113·1 82·5 107·9 315·5 
31 December 1997 

Depreciat ion : 
2 ·7 37·1 48·2 57·0 145·0 

1 January 1 996 
02 7·0 11·6 9·6 28·4 

Charge (0·3) (0·6) (2 ·5) (3·3) (6·7) 
Disposals (0·2) (4·9) (11·1) (2 ·5) (1 8·7) 
Exchange adjustments 

2·4 386 46·2 60·8 148·0 
31 December 1 996 

0·4 0·8 0·7 2·2 4·1 
New acquisitions 

0·6 5·5 9 ·8 13·2 29·1 
Charge (1·0) (4·6) (2·7) (8·9) 

(06) 
Disposals (0-4) 1·9 (0·5) (1·3) (0·3) 
Exchange adjustments 

72·2 172·0 
2·4 4 5·8 51·6 

31 D e cember 1997 

Net book value: 30·9 35·7 143·5 

31 December 1997 9 ·6 67·3 

99 65·7 33·9 29·1 138·6 

31 December 1 996 
37·2 20·5 139·2 

1 January 1 996 
9·6 71·9 

( th than leasehold property) included above have a net book value of 
Leased assets o er .. 
£1·8 million (1 996: £1·5 million. 1995: £1·6 million). 

At the end of the year, capital commitments contracted, but not provided for were: 
1997 1996 1995 

£ m £m £m 

0·3 0·7 

Capital commitments 
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14 Fixed asset inve s tme nts 

The following are included in the ne t book value o f fixed asset Investments: 

Assoc1ated 
und er­

tak ings 
[ m 

Jaruary 1996 23 6 
k:ldilions 1 . 0 

k;soeiates now consol id ated (1·2) 
S:lare of profrts after tax of assoc ia ted undertak,ngs 6 ·9 
Oi"lidends and other receipts (5 · 1) 
Exchange adjustments (0 2) 

31 December 1996 
~ 
Goodwill arising on acquisit ions o f new assoc1ates 
t-.5$0Ciates now consolidated 
Share of profrts after tax o f associated undert ak1ngs 
Ct.ridends and other receipts 
Exchange adjustments 
[A;posaJs 

3 1 December 1997 

250 
24 6 

(22 6) 
(7 4 ) 

6· 7 
(2 ·8) 
(0·8) 

22·7 

The Group's principal associated undertak1ngs inc lude : 

8a!ey Ads (P\e) Limited 
Clime Communications p lc 
180PE Group 
Orjlvy & Mather Rightford Pty Limited 
Aediacenter BV 

Own 
shares 

[m 

10 -4 
6·9 

17·3 
12 ·7 

(3·0) 

27·0 

% owned 

30·0 
29·9 
31·0 
40·0 
50·0 

Other 
invest-
ments 

[m 

1·3 
2·2 

3·5 
17·3 

20·8 

Total 
[m 

35·3 
10·1 
(1·2) 
6·9 
(5· 1) 
(0·2) 

45·8 
54 ·6 
(22·6) 

(7·4) 
6·7 
(2·8) 
(0·8) 
(3·0) 

70·5 

Country of 
incorporation 

Singapore 
United Kingdom 

Brazil 
South Africa 
Netherlands 

The Company's holdings o f own shares are stated at cost. and represent purchases by 
llle Employee Share Option Plan ('ESOP') trust of shares in WPP Group plc for the 
~of funding certain of the Group's long- term incentive plan liabili ties. details of 
11!1ich are disclosed in the Compensation committee report on pages 87 to 93. 

The trustees of the ESOP purchase the Company's o rdinary shares in the open 
r:lal'ket using funds provided by the Company. The Company also has an obligation to 
rnake regular contributions to the ESOP to enable it to meet its administrative costs. 

The number and market value of the ordinary shares of the Company held by the 
ESOP at 31 December 1997 was 16.456, 11 9 (1996: 13.748.628, 1995: 11 ,282,6g3) and 
<:.44·3 mill ion (1996: [34 ·9 mi llion, 1995: [18 ·5 mi ll ion) respectively. 

Other investments include aUK listed investment of [14·3 m il lion (1996: nil). This 
represents an interest o f 13· 7% in the ordinary share capital of C IA Group plc, Europe's 
r,econd-largest independent media buyer. 

15 Stocks and w ork in progress 

The following are included in the net book value o f s tocks and work in progress: 

/lark in progress 
'_t.ocks 

1997 1996 1995 
£m [m [m 

97·0 90·8 88·5 
2·7 3·3 4·0 

99·7 94·1 92·5 

6 '> WPP Group plc 
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16 Debtors 

The following are included in debtors: 

1997 1996 1995 
£m £m £m 

Amounts falling due within one year 
Trade debtors outside working capital facility 633·9 601-1 638·6 

VAT and sales taxes recoverable 7·2 11·9 13·6 

Corporate income taxes recoverable 6·5 12·6 4·1 

Other debtors 103·3 84·7 83·7 

Prepayments and accrued income 53·5 43·0 41·3 

804·4 753·3 781·3 

Amounts falling due after more than one year 
Other debtors 18·9 8·3 17·2 

Prepayments and accrued income 4·3 3·4 4·9 

23·2 11 ·7 22·1 

827·6 765·0 803·4 

Movements on bad debt provisions were as follows: 

1997 1996 1995 
£m [m [m 

Balance at beginning of year 14·7 17·3 18·5 

Charged/(credited): 
To costs and expenses 6·6 5·1 3·5 

Exchange adjustments (0·5) (1·8) 0·6 

Other (5·2) (5·9) (5·3) 

Balance at end of year 15·6 14·7 17·3 

The allowance for doubtful debts is equivalent to 2·0% (1996: 2·1 %, 1995: 2·3%) of gross 

trade accounts receivable. 

1 7 Debtors within working capital facility 

The following are included in debtors within the Group's working capital facilities: 

Gross debts 
Non-returnable proceeds 

1997 1996 
£m £m 

335·2 
(211 ·7) 

264·1 
(175·0) 

123·5 89·1 

1995 
£m 

245·1 
(160·3) 

84·8 

Within the Group's overa ll working capital facilities, certain trade debts have been 
assigned as security against the advance 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 takes into account, inter alia, the risks that may be attached to individual 

debtors and the expected collection period. 
The Group is not obliged (and does not intend) to support any credit-related losses 

arising from the assigned debts against which cash has been advanced. The providers of 
the finance have confirmed in writing that, in the event of default in payment by a debtor, 
they will only seek repayment of cash advanced from the remainder of the pool of debts 
in which they hold an interest, and that repayment will not be sought from the Group in 

any other way. 
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18 Creditors: amounts falling due within one year 
The following are i 1 d d · . ne u e 1n cred1tors falling due within one year: 

1997 1996 
£m £:m 

Bank loans and overdrafts (note 8) 
Unsecured loan notes (note 8) 

81·8 85·7 

Trade creditors 

gorporate income taxes payable 
1 , 113·0 952·8 

ther taxati . 
49·2 38·8 

0
. . on and soc1al security 58·5 57· 7 
Nldends proposed 

Payments d 10·5 8·3 
Oth . ue to vendors (note 24) 

er creditors and accruals 
9·1 3·0 

Deferred income 282·2 260·6 
97·3 101· 1 

1995 
[m 

70· 1 
1·9 

1,008·7 
23·5 
60·6 

6 ·4 

273·8 
76·7 

Bank 
1 

1 , 701·6 1,508·0 1,521· 7 
cans and overdraft · 

1995: £33·8 million). s Include overdrafts of £72·5 million (1996: £37·6 million. 

19 Creditors: amount . 
The followin . s falhng due after more than one year 
- g are Included in r d. . c e ltors falling due after more than one year: 

1997 1996 1995 -Bank loans (note 8) 
£m £:m £:m 

Unsecured I 88·0 167·3 230·8 
Corpo . oan notes (note 8) 

rate 1ncom 1·8 
Payments du e taxes payable 75·3 65·3 66·7 
Other Cred·t e to vendors (note 24) 
~sand accruals 

2 5 ·3 10·5 
3 2·9 38·6 29·4 -- 221·5 281·7 328·7 

-20 Provis· 
liab"l· Ions for liabTt' • •ties 1 1 •es and charges, and cont ingent 
Theme vement in th 
~ e year on provisions comprises: 

Pension 
Deferred and 
taxation other 

;;---
anuary 1996 

£m £m 

Charged. 
Utilised 

1
n Profit and loss account 

Transfers 5·0 
Exchange d' (2 ·3) 

6·7 50·0 

Long-term 
incentive 

Property plans 
£m £m 

10·3 21·8 

14·2 
(2·0) (12·6)' 
(8·3) 

Total 
£m 

88·8 

19·2 
(16·9) 

(6·2) ~ents 3·0 (0·9) 
31 D · 0 2 

ecember 1996 --------------~-~--~(6~- 1~)-----=----~~--~~ (0·8) (6·7) 

(Credited)/ eh 9·9 45· 7 

loss acco~~~d to the profit and 

~~~quisitions 3·6 

Transfers 1 · 2 
Exchan

9 
. (3·4) 

e adJustments (2· 1) 

22·6 

(2·6) 13-4 14·4 
1·2 

(14·1) (17·5) 
(2· 1) 

78·2 

31 Dece 1·1 ( ) ~97--------------~--~~1~-7~--~~--~~--~~ 
8·4 4 3·3 

0·9 0·3 

22·8 74·5 
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20 ProviSions for 11abillt1es and c llarges . and cont ingent liabilities continued 

Deferre d taxation 
Deferred tax has been prov1ded to I he extenl t11at the directors have concluded that it is 
probable that liab1ht1eS will crystall1se. No prov1S1on 1s made for tax that would arise on the 
rem1ttance of overseas earn,ngs. There IS no matenal unprovided deferred tax at 

31 December 1997. 

1997 1996 1995 
£m £:m £m 

Deferred tax assets: 
Unutihsed tax losses 2 4 ·6 26·8 31 ·3 

Deferred compensat1on 28·4 27·1 26·2 

AcQUISition related prov1S1ons (pnnc1pally property 
working cap1tal and staff-related liabilit,es) 9·0 9·9 159 

Advance corporat1on tax wntlen off 4·1 6·8 6·0 

Other 5 ·3 5·0 5·8 

Intercompany 1nterest payable not pa1d 3·7 

External interest payable not pa1d 2·4 2·3 

71 ·4 78·0 91·2 

Less: 
Provision aga1nst deferred tax assets 55·5 66·4 77·9 

Deferred tax liabilities: 
Accelerated cap1tal allowances 5·5 6·7 6·4 

Interest rece1vable 10·9 12·7 12·8 

Other 
7·9 2·1 0·8 

Temporary t1ming differences 24·3 21·5 20·0 

8·4 9·9 6·7 

The provision against deferred tax assets represents a provision for uncertainty as to the 
realisation of the Group's deferred tax assets. The net decrease in the year in the total 
provision was £:10·9 million (1996: [11·5 mill1on. 1995: £:9·2 million). 

Substantial port ions of unutilised tax losses relate to tax losses arising in the US. 
These losses do not expire for more than ten years. UK losses may be carried forward for 
an indefinite period. The life of losses carried forward in other international jurisdictions 
varies according to local tax laws. Deferred tax liabilities and assets attributable to 

different tax jurisdictions have not been offset. 

Pension provisions and pension a rrangem e nt s 
companies within the Group operate a large number of pension schemes. the forms and 
benefits of which vary with conditions and practices in the countries concerned. The 
schemes are administered by trustees and. in most cases. are independent of the Group. 

Pension and other provisions relate primarily to unfunded pension costs which are 
provided for in the Group's balance sheet, and arise mainly in t11e United States and 

Continental Europe. 

The Group 's pension costs are analysed as fo llows: 

1997 1996 1995 

£ m £m £m 

Defined contribution schemes 
13·2 15·4 16·9 

Defined benefit schemes 
7·0 7·5 8·2 

2 0·2 22·9 251 

Where defined benefit schemes exist the pension cost is assessed in accordance wit11 the 
advice of qualified actuaries using the projected unit credit and attained age methods. 
The latest actuarial assessments of the schemes were undertaken within the last three 

years. 

Details of actuarial valuations over the last three years are as follows: 

1997 1996 1995 
per per per 

a nnum annum annum 

Assumptions 
Return on plan assets 9 % 9<3b 9°o 

Salary increases 5-8% 5- B<}b 4-8°o 

Pension increases 3-6 % 3-6% 3- 6°,, 

Asses sme nts 
Market value of plan assets at year end £128 m £121m £99·2111 
Value of assets to benefits ratio 1 00% 103% 102"o 
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20 Provisions for liabilities and ch;:-nges . and conttngent liab il it ies continued 

Other provisions 
l.!rg- erm incentive plans are operated by c rtatn of tl1e Group's substdtanes. t11e provision 
representing accrued compensatton to 3 t December 1997 tha may become payable after 
m:re than one year. as descnbed 1n the Compens tton commmee report on pages 87 to 93. 

Contingent liabilities 
lhe Company and various of 1ts substdtanes are. from ttme to ttme. part tes to legal 
proceedings and claims whtch anse 1n the ordtnary course o f bustness. Tl1e dtrectors do 
no1 an 'cipate that the outcome o f t11ese p roceecltngs and clatms wt ll have a material 
ad':erse effect on the Group's ftnanctal p ostt ton or on t11e result s o f 1ts opera11ons. 

21 Fair value of f inanc ial in st ru m ent s 

Derivative financial instruments 

The fair value of derivatives . based on t11e amount that would be recetvable or (payable) if 
the Group had sought to enter tnto suc h transac ttons . based on quoted market prices 
,.,flere possible. was as follows: 

- ---
31 March 1998 3 1 December 19g7 31 December 19g5 

Swaps Caps Swap s Caps Swaps Caps 
£m £m [m [m [m [m 

Fa;r value (1·5) n/a (06) n/a 2· 1 n/a 
Book value nil n/a ntl n/a nil n/a 

Non-derivative financial instruments 
The Group estimates that the aggregate fatr va lue o f non-derivattve financial Instruments 
at 31 December 1997 does not d iffer matenally from t11e~r· aggregate carrying values 
ecorded in the consolidated balance sheet . 

The Group has used the methods and assumpttons detatled below to estimate the 
faJ values of the Group's financ ial instruments at 31 December 1997. 

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 a p roxtmate to fatr value based on available 
market information and because a proportton 11as been settled early at par. In addition 
rtterest is payable at a vanable rate linked to US dollar LIBOR. Considerable judgement is 
reqwed in interpreting market data to develop the esttmates of fair value. and. accordingly. 
the estimates are not necessarily indica tive o f the amounts that could be realised in a 
rurrent market exchange. 

22 Authorised and issued shar e capital 

Authorised: 
Equtty ordinary shares of 

10p each 
Equtty unclassified shares of 

$0· 10 each 

1997 
Number 

m 

1,000 

Ion-equity Convertible 
Cumulative Redeemable 
Preference (CCRP) shares of 
$0·10 each 

Issued: 
Equtty ordinary shares of 

lOp each 736-3 

1997 

£m 

100-0 

73-6 

IAovements in each year are shown tn note 23 . 

1996 
Number 

m 

1.000 

741 ·4 

1g96 

[m 

100·0 

74· 1 

1995 
Number 

m 

1,000 

236·8 

230 

737·0 

1995 

[m 

1000 

15·2 

1·2 

73·7 

I· the 1996 Annual General Meeting . share owners approved a resolution cancelling all 
rAJtBtanding authorised unclasstfied shares and CCRP s11ares. 
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22 Authorised and issued share capital continued 

Share options 
As at 31 December 1997, unexercised options totalling 34.700,057 have been granted 
under the WPP Executive Shana Option Scheme as follows: 

Number of ordinary Exercise price 
shanas under option per share (£} Exercise dates 

125.435 4·12 1991- 1998 

99.790 4·06 1991 - 1998 

132.888 4·29 1991 - 1998 

113,165 5·49 1994- 1999 

119,923 6·20 1994- 1999 

36.938 5-43 1995 - 2000 

73.606 3·97 1995 -2000 

632.582 1·33 1996 - 2001 

1.051 ,857 0·56 1997-2002 

885.462 0·295 1995-2002 

1.000.000 0·525 1996-2003 

667.469 1·02 1996 - 2003 

199,863 1-15 1997-2004 

4.457,529 1-19 1997-2004 

2.229.973 1·08 1998 - 2005 

7.084 ,233 1·54 1998 - 2005 

1.104.312 1·54 2000 - 2005 

68.967 1·58 1998 - 2005 

2.248,303 2·14 1999-2006 

7,016.518 2·335 1999-2006 

43,051 2·535 2000 - 2007 

5.291,539 2·835 2000-2007 

16.654 2·78 2000 - 2007 

As at 31 December 1997, unexercised options totall ing 2.528,700 have been granted 
under the WPP Worldwide Shana Ownership Programme as follows: 

Number of ordinary 
shanas under option 

2,528,700 

Exercise price 
per share (£} 

2·695 

Exercise dates 

2000 2007 

998 f 2 833 500 options at £3.40 
In addition. a second grant was made on 31 March 1 o · • 
exercisable between 2001 and 2008. 

. s h d ·n9 1997 was as follows: The aggregate status of the WPP Share OptiOn c emes un 

Movement on options granted 

1 January 
1997 

Number 

33,637,466 

Options outstanding 

Range of 
exercise prices 

1: 

0·295-6·20 

Granted 
Number 

8,348,844 

Exercised 
Number 

(2,150,987} 

Weighted average 
exercise price 

£ 

1·882 

31 December 

Lapsed 1997 

Number Number 

(2,606,566} 37,228,757 

Weighted average 
contractual life 

Months 

82 

The weighted average fair value of options granted, calculated using the Black-Scholes 

model. were as follows: 

1997 1996 1995 

Fair market value 64·5p 64·1p 42·9p 

Weighted average assumptions: 
6· 15 % 6·51 % 6·16% Risk-free interest rate 

Expected life (montllS} 36 36 36 
24% 32% 36% 

Expected volatility 
0·9% 0·9"6 0·9% 

Dividend yield 

Options are issued at an exercise price equal to market value on tile date of grant. 
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23 Share owners' funds 

Movements during the year were as follows: 

Balance at 1 January 1995 

1995 movements 

Conversion of Convertible Cumulative Red 
Other ordinary shares issued eemable Preference shares into ordinary shares 

Write-off of goodwill · · 
Currency translation :~~:g on,consolidation in the year 
R 

1
. men 

e alned profit for the financial year 

Balance at 31 December 1995 

1996 movements 

Ordinary shares issued 
Write-off of goodwill arisin on . . 
Currency translat·lo g consolidation in the year 

. n movement 
~etamed profit for the financial year 
ransfers between reserves 

Balance at 3 1 D ecember 1996 

1997 movements 

Ordinary shares issued 
Wnte-off of gOOdwill an· . 
Cu Sing on consol"d ,. · 

rrency translatio ' a 10n 1n the year 
Ret . n movement 

Sh;:::-~:~~r the financial year 

Ordinary 
share 

capital 
[m 

72·0 

1·2 
0 ·5 

73·7 

0·4 

74· 1 

0·2 

(0·7} 

CCRP 
share 

capital 
[m 

0 ·6 

(06) 

Share Goodwill 
premium write-off 
account reserve 

[m [m 

4 06·9 (1,032 ·9) 

0·4 
1·7 2·9 

(10·2) 

409·0 (1 ,040·2) 

7·5 
(28·6) 

416·5 (1 ,068·8) 

5·1 
(91·6) 

Other 
reserves 

[m 

103·7 

(1 0} 

(5·3) 

97·4 

22·3 

(1·9) 

117·8 

(40·1) 

0 ·7 

Profit 
and loss 
account 

[ m 

339·8 

(1·1) 

59·0 

397·7 

(4·5} 

87·6 
1·9 

482·7 

(2 ·9) 

100·3 
(18·5} 

Balance at 31 December 1997 Otherreservesat

31 0 

73·6 - 421·6 (1,160·4) 78·4 561 ·6 

revaluat ecember 1997 comp 

Total 
[m 

(109·9} 

4·0 
(10·2) 

(5·3} 
59·0 

(62·4) 

3-4 
(28·6) 
22·3 
87·6 

22·3 

2-4 
(91·6) 
(40·1) 

100·3 
(185) 

(25-2) 

. Ion reserve £175·0 mlllio (
19 

nse. capital reserve ml (1996. n11 1995· £1 ·9 m1111on) currency translation def1c1t [97 3 m~lhon (1996 [57 2 m illion, 1995. [79 5 million) 
acquisitions Which has been Writ1n 96: £175·0 m1llion, 1995: £175·0 mlllio,n) and capital rede~ptlon reserve [0 7 m1111on (1996 n1l, 1995 n1l) Cumulative goodwill resu1t1ng from. 

The terms f en off to the good 11 sh o ISSUe of the CCRP h Wl wnte-off reserve. net of goodwill relating to d1sposals transferred to the prof1t and loss account, amounts to [1,280 7 million 
ares 1n prev1ous years were transfs ares required that they be revalued at the rate of exchange pnor to convers1on The exchange d1fferences ans1ng from the revaluation of CCRP 

erred to the curre 1 ncy ranslat1on reserve 1n the Company's f1nanc1al statements 

-24 Acqu· "t" ISI Ions and d" 
Ac · · . lsposals 

qUISitlons during 1997 . 
year, nor were th did not have a significant . 
goodwill Write- ffere any material disposals Th Impact on the Group's results for the 
future anticipated reserve includes cash pai.d de net movement of £91 ·6 million on the 
the directors'~ payments to vendors of £34U~Ing_ 1997 In respect of acquisitions, and 
performance of ~~ estimates of future obligatio million (1996: £13·5 million}, based on 

e Interests acquired. ns, Which are dependent on future 
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25 Principal operating subsidiary undertakings 

A list of the principal operating subsidiary undertakings is given on pages 2 and 3. 
The Company directly or indirectly holds controlling interests in the issued share capital of 

these undertakings with the exception of those specifically identified. 
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r 
Company b alance sheet 
\s at 31 Decem bcr 1 Y 9 ~ 

. -----------~~~-1996 1995 
1997 

£m £m 
£m --

-------------------------1--5 1·2 

Fixed assets 
Tangible assets 

Investments 

2·9 974·7 930·7 
1,331•7 ..,,.., ' ---

-
-------------------;:;;;:;------ 931·9 1,334·6~ 
---- -------------- 357·4 

Current assets 83· 7 
Debtors (including amounts falling due a fter more than one year) 48·8 

Cash ffibankandinhand ----------------------------------------------------~1~3~2~·5;--

Creditors: amounts falling due w ithin one year 

Net current (liabilities)/assets 

Total assets less current liabilities 

(296·8) 

(164·3) 

7·2 

~ Creditors: amounts falling due afte r more than one year 

, 
)) 

'1.) 

1J 
)) 

)) 

Net assets 73·7 

Capital and reserves 73·6 
74·1 409·0 

Called up share capital 421·6 
416·5 

Share premium account 0·1 120·5 

Capital redemption reserve 120·5 (33·2) 

Merger reserve (33·2) 237·8 

Currency translation reserve 250·7 

Profit and loss account 

Total equity capital ernployed 

The accompanying notes form an integral part of this balance sheet. 

Signed on behalf of the Board on 6 May 1998: 
MS Sorrell 

Group chief executive 

P W G Richardson 
Group finance director nted. Included fit of 

t been prese gg5: pro 
e company has no 4·2 million. 1 

As provided by Section 230, Companies Act 1985, the profit and lo~s account forth. illion (i996: profit of£ 
within the consolidated profit and loss account for the financial year IS a profit of £55 3 

m 

£55·3 million) in respect of the Company. 

WPP Group plc 
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Notes to the Company balance sheet 

26 Fixed asset investments and tangible fixed assets 

The following are included in the net book value of fixed asset investments: 

1 January 1996 
Additions 

31 December 1gg5 
Additions 
Disposats 

Subsidiary 
undertakings 

[ m 

920·3 
37· 1 

957·4 

347·3 

Own 
shares 

[m 

10·4 
6·9 

17·3 

12·7 
(3·0) 

Total 
[m 

930·7 
44·0 

974·7 

360·0 
(3·0) 

31 December 1997 
1,304·7 27·0 1,331·7 

Further details of the eo • . 
consolidated b 

1 
mpany s holdings of own shares are detailed in note 14 to the 

a ance sheet. 
There were no signific t . . 1 an movements 1n tang1ble fixed assets during the year. 

27 Debtors 

The following are included in debtors: 

6mthounts owed by subsidiary undertakings 
er debtors 

Prepayments and accrued income 

1997 
£m 

63·1 
20·6 

19g6 1995 
[m [ m 

217-4 350·8 
42·3 6·2 

0·4 

83·7 259·7 357·4 
Included within amounts owed b . . . . . 
(1996: £186-4 million 1995. Y subsidiary undertakings are loans totalling £16·8 million 
one year. ' · [ 235·0 mllhon) which fall due for repayment after more than 

-28 Credit . ors. amounts f 11" 
Th f . a •ng due within one year 

e ollow1ng are in 1 d . 
- c u ed In creditors falling due within one year: 

1997 1996 1995 

Bank loans and overdrafts £m [ m £m 

Amounts due to sub .d. 60·9 27·2 23·4 
Taxation and so . I SI lary undertakings 

214·7 116·9 305·7 
0. . c1a secunty 

IVIdends proposed 0·1 
~creditors and accruals 10 ·6 8·3 6-4 

10·6 7·3 10·8 

296·8 159·7 346·4 
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29 Creditors: amounts falling due after more than one year 

The following are 1ncluded 1n cred,tors falling due after more than one year: 

1997 1996 
£m [ m 

Bank loans 12·5 

Amounts due to subS1d1ary undertak1ngs 321·3 270·6 

Other cred1 tors and accruals 15·1 18·0 

336·4 301·1 

The follow1ng IS an analySIS of all bank loans and unsecured loan notes by year of 

repayment: 

Within two and five years 

1997 
£m 

1996 
[m 

12·5 

1995 
[m 

29·5 
104-4 

8-4 

142·3 

1995 
£m 

29·5 

The Company 's bank loans and overdrafts form part o f the Group's facilities under the 

Revolving Credit Fac11ity (note 8). 

30 Share owners' funds 

Movements during the year were as follows: 

Balance at beginning of year 

Shares issued 
Retained profit for the 

financial year 
Share buy-backs 

Balance at end of year 

Cap, tal 
redemp-

Share t1on 
cap1tal reserve 

[m [m 

74· 1 
02 

(07) 

73·6 

0·7 

0·7 

Share 
premium 
account 

[m 

4 16·5 
5· 1 

421·6 

Currency 
Merger translation 
reserve reserve 

[ m £m 

1205 (33·2) 

120·5 (33·2) 

Profit 
and loss 
account 

[m 

229·6 

396 
(185) 

250·7 

ber 1997 the Company's distributable reserves amounted to [259·0 million. 
At 31 Dedcet m, f the Company's movements in share capital are shown Jn note 23. 
Further e a1 s o 



Reconciliation to US Accounting Principles 

'le following is a summary o f the es t1mated rna tenal adtustments to profit and ordinary 
s-.are owners' funds which would be requ ~red 1f US Generally Accepted Accounting 
=--nciples (US GAAP) had been applied: 

For the year ended 31 December 

1997 1996 1995 
::es £m [m [m 

Jkt Income before dividends 
.a iJcome before dividends und er UK GAAP 116·0 100·0 68·7 

US GAAP adjustments: 
Amortisation of goodwill and o ther 1ntang1bles (3 4 ·1 ) (35·2) (35·7) 
Deferred tax items 7·4 
Executive compensation (1·7) (5·1) 
Amortisation of July 1992 capit al res ructunng costs (7·3) 

(35·8) (32·9) (43·0) 

•e income as adjusted for US GAAP 80·2 67· 1 25·7 

Pz;;ic earnings per share as adjusted fo r US GAAP (p) 10·9 9·2 3·6 
qJtf diluted earnings per s11are as adjusted for US GAAP (p) 10·7 g.o 3·5 

C<dc earnings per share has been ca lc ula ted by d1v1d1ng tile net 1ncome as adjusted for 
JS GMP differences. by the we,g llted average number of o rd1nary sl1ares in issue during 

;e year, as detailed in note 7 to the consol1dated profit and loss account. 

~Company applies US APB 0p1n1on 25 and related 111terpretat1ons when accounting 
*'f JtS stock option plans. Had compensa t1on cost for tile Company's stock option plans 
~determined based on the fair va lue at tile grant date for awards under those plans 
7.Al5istent with the method o f SFAS Statem ent 123 ·Accounting for Stock-Based 
-:;r..mpensation', the Company 's net 1ncome and earn111gs per share under US GAAP 
1r..A.Ad have been reduced to the pro forma am ounts 1nd1ca ted below: 

1997 1996 1995 

let I()C(lme as adjusted fo r US GAAP: 
k, re.ported {£m) 80·2 67·1 25·7 

"'0 forma {£m) 77·5 65·0 24·8 

~..::..C earnings per share per US GAAP: 
I<'> reported (p) 10·9 9·2 3·6 
;;,,._,forma (p) 10·5 8·9 3·4 

:;f,.J'lher details regarding stock option plans and the fair valuation of option grants can be 
,,_,.lld in note 22. 

re owners' funds 
/",;»e owners' funds under UK GAAP 

US GAAP adjustments : 
Capitalisation of goodwill ari sing on 
acquisition (net of accumulated amort,sa t,on 
;md amounts capi talised under UK GAAP) 
Reversal of revaluation of corporate brand names 
snares owned by Employee Share Opt1on Plan (ESOP) 
Deferred tax items 
Proposed final ordinary dividend. no t yet dec lared 
Other 

~ Share owners' funds as adjusted fo r US GAAP 

1997 

£m 

(25·2) 

932·8 
(175·0 ) 

(27·0) 

7·4 
10·5 

(4·4) 

744-3 

71 9 · 1 

As at 31 December 

1996 
Cm 

22 3 

926· 7 
(175·0) 

(17·3) 
7.4 
8·3 
(46) 

745·5 

767·8 

1995 
Cm 

(62·4) 

1.054·7 
(175·0) 

(10·4) 

6-4 
(49) 

870·8 

808-4 

'/'k3 gOOdwill capitalised under US GAAP (befo re accumulated amortisation) amounted 
,, £1,2 11 ·2 million (1996 : £1 . 182·3 m 1ll1on. 1995 [ 1 .300·9 mi llion) . net of disposals 

"Y,J'Je. The movement in goodwill anses due to the 1mpac t o f acqu1S1t1ons made during 
-~: fear and also its denom1nat1on 111 vanous currenc 1es. result1ng 1n exchange rate 

"f'Jtements against sterling . 

- ' \X; pp Group p lc 

Th e 1111111/Jers in ti t! / 



Notes to the Reconciliation to US Accounting Principles 

1 Significant differences between UK and US Account ing 
Principles 

The Group'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 to the various net assets, including intangible fixed 

assets, of the subsidiaries at the dates of acquisition and any net balance is treated as 
goodwill. In conformity with the preferred treatment under UK GAAP. the Group has fully 
wntten off goodwi ll 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 Group is amortising goodwill over 40 years. The Group 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 Group carries corporate brand names as intangible fixed assets in 
the balance sheet. The brand valuation held in respect of the J. Waiter Thompson and 

Hill and Knowlton brand names was booked as a revaluation in the year following 
acquisition, and is not recognised under US GAAP The Ogilvy & Mather brand name, 
~cquired as Part of The Ogilvy Group, Inc., was booked as an acquisition adjustment to 

alance sheet assets acquired and is amortised as part of goodwill over 40 years. 

Refinancing costs 

The UK banking syndicate expenses in respect of the July 1 g92 restructuring were 
Wntten off to the profit and loss account in the year in which they were incurred, in 
accordance with UK GAAP Under us GAAP such costs must be capitalised and 
amortised against income over the expected future periods to which the funding relates. 
Following th · .. · · 1 f the e refinanc1ng of the Group's fac1lr!les 1n 1995, the ba ance o 
~namortised expenses from the 1 992 restructuring were charged against 1 995 income 
or US GAAP purposes. 

Dividends 

~nder UK GAAP, final ordinary dividends are provided in the financial statements on the 
s~ls of recommendation by the directors. This requires subsequent approval by the 

are owners to become a legal obligation of the Group. Under US GAAP. dividends are 
Provided Jy 

on when the legal obligation to pay arises. 

Deterred tax 
Under UK "'" · · d d Prob """'P, deferred tax is accounted for to the extent that 1t IS cons1 ere 
GAA~ble that a liability or asset will crystallise in the foreseeable fu ture. Under US 

all ' deferred taxes are accounted for on all timing differences and a valuation 
owance · . · · rk 1 th IS established in respect of those deferred tax assets where 1t IS more 1 e Y 
an not that some portion will remain unrealised. 

IExecut· 
U rve compensation 
nderUK"•• · · k · h d th """'P the part of executive compensation sat1sfied 1n stoc IS c arge 

u rough the Profit and loss account at the cost to the Group of acquiring the stock. 
stder US GAAP such compensation is measured at the fair value of WPP common 
e Ock at the date the performance condition is met or the award vests with the 
thrnplovee. Differences occur as the WPP Share Ownership Plan acquires stock before 

e liability to the employee arises. 

Cash flows 

~nd_er UK GAAP the Group complies with the Financial Reporting Standard No. 1 
evlsed 'Cash Flow Statements' (FRS1 Revised), the objective and principles of which 

~:~ srmilar to those set out in SFAS 95 'Statement of Cash Flows' (SFAS). The principal 
~ erence between the two standards is in respect of classification. Under FRS1 
in evlsed, the Group presents Its cash flows for (a) operating activities; (b) returns on 
di~~stments and servicing of finance; (c) taxation; (d) investing activities; (e) equity 
cash ef~ds pa1d and (ij financing activities. SFAS 95 requires only three categories of 
taxar ow actrvrty (a) operating; (b) investing; and (c) financing. Cash flows arising from 
be inl~n and returns on investment and servicing of finance under FRS 1 Revised would 
set c Uded as a financing activity under SFAS 95. Payments made against provisions 
con~~~~~:tthe acquisition of subsidiaries have been included in investing activities in the 
includ d . ed statement of cash flows. Under US GAAP these payments would be 

e In determining net cash provided by operating activities. 
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Shares owned by Employee Share Option Plan (ESOP) 
Under UK GAAP. shares purchased by lhe ESOP are recorded as fixed asset 
investments al cosl less amounts writt en off. Under US GAAP. these shares are 
recorded at cost and deducted from share owners" equity. 

2 Movement in share owners' funds under US GAAP 

1997 1996 
£m £m 

Net income for the year under US GAAP 80·2 67·1 

Prior year final drvrdend (8·3) (6·4) 

Current year in terim dividend (5·2) (4·1) 

Retained earnin9s/(deficit) for the year 66·7 56·6 

CCRP debt conversion into ordinary shares of the Company 
Shares issued in consideration for the acquisition of 

subsidiary undertakings 
Share options exercised 2·4 3-4 

Shares owned by Employee Share Option Plan (9 ·7) (6 ·9) 

Share buy-backs (18·5) 

Exchange adjustments: 
(51·2) (121· 1) Revaluation of goodwill 

Foreign currency net investment (40·1) 22·3 

Executive compensation 1·7 5·1 

(48·7) (40·6) 

1995 
£m 

25·7 
(5·4) 
(3·3) 

17·0 
7·6 

3·2 
0·8 

(6·2) 

58·6 
(5·3) 

75·7 New additions to share owners' funds 
Share owners ' funds at 1 January 767·8 808-4 732·7 

Share owners" funds at 3 1 December 719·1 767·8 808-4 

3 Othe r US GAAP d isclosures: Pension sch e m es 

As a result of their annual reviews. the Group's actuarial advisers have confirmed that. 
in respect of the Group 's defined benefit pens1on schemes. there are no matenal 
underfunded schemes under Statement of Frnancral Account1ng Standards No. 87, 
'Employers· Accounting for Pensions· ("FAS 87'). In performrng th1s rev1ew, a d1scount 

te of between 7% and 11 % was used. 
ra Under Statement of Financial Accounting Standards No. 112, 'Employers' 
Account ing for Post Employment Benefits' ("FAS 112'), the Group IS not currently 

required to accrue any post -employment obhgatrons. . . 
The Group has no material non-pens1on post-retrrement benefit obligatrons. 



five-year sumn1a ry 

1997 1996 1995 

£m £m £m 
1994 1993 

£m £m 

7,287·3 7,084·0 6,553·1 

1,746·7 1 ,691 ·3 1 ,554·9 

205·5 182·4 149·5 

177·4 153·3 113·7 

1 1 6·0 100·0 68·7 

26 9 (58·0) 
iet {flabilities)lassets (18·3) · 71 -4 
et funds/(debt) 194· 7 159·

2 
(214.0) 

~ ----------------------------------------------------~=---~ 110909~5 1 1 ~99~ 

~sage net debt (115·0) (145·0) 

Our people 
Pe;enue per employee (£000) 1" 

Operating profit per employee (£000) 
~ ;erage headcount 

are Information 
easic earnings per ordinary share (net basis) 
ruty diluted earnings per share (net b asis) 

' D"lidends per share 
~lidend cover 121 

Share price - high 

1997 1996 ~ 

76·2 
9·0 

22,909 

15·4P 
2 ·13p 

292p 
237P 

79·9 
8·6 

21,166 

13·7P 9·5P 
13·3P 9·1P 

1.7p 1·31P 

7·8 6·9 

254p 168P 

157P 100P 

7·9P 
6·5P 

1·135P 
5·7 
132P 

87P 

785·3 

70·1 
4·9 

20,416 

4·9P 
3·4P 
1·0P 
3·4 
107P 

41 P 

463·2 

1 208·7 
Aarl<et capitalisation at year end (£m) 131 1 ,984·4 1 ,883·

2 
' would have 

Mate · 1997 of £76•
200 

- low 

• 11 . . rted revenue per employee In 
As noted earlier, the Group s reported revenues were adversely affected by the strength of sterling. As a result the repo 
been £83,000 excluding the impact o f currencies. 

Fully dilu1ed earnings per share (net basis) divided by dividends per share. 

·~ On 6 May 1998, the market capitalisation has inc reased to £2 .890·3 million. 
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Financial glossary 

Term used in annual report 

Advance corporation tax 

Allotted 

Cadbury Committee 

Called-up share capital 

Capital allowances 

Cash at bank and in hand 

Creditors 

Creditors: amounts falling due after more than one year 

Creditors: amounts falling due with in one year 

Debtors 

Finance lease 

Freehold 

Greenbury Committee 

Interest receivable 

Hampel Committee 

Other reserves 

Profit 

Profit and loss account (statement) 

Profit and loss ace t 
oun reserve (under 'capital and reserves') 

Profit attributable to ordinary share owners 

Proposed dividend 

Share capital 

~are premium account 

Shares in issue 

Stocks 

Tangible fixed assets 

Provision against deferred tax assets 
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US equiva le nt or bri ef d escription 

No direct US equivalent. Tax paid on company distributions 
recoverable from UK taxes due on income 

Issued 

UK committee set up in 199 1 to address the financial aspects of 

corporate governance 

Ordinary shares , issued and fully paid 

Tax term equivalent to US tax depreciation allowances 

Cash 

Accounts payable 

Long-term debt 

Current liabilities 

Accounts receivable 

Capital lease 

Ownership with absolute rights in perpetuity 

UK committee set up in 1995 to address the issue of directors ' 

remuneration 

Interest income 

UK committee on corporate governance established in November 
1995 to review the implementation of the findings of the Cadbury 

and Greenbury Committees 

Additional paid-in capital or paid-in surplus (distributable in certain 

circumstances) 

Income 

Income statement 

Retained earnings 

Net income 

Dividend declared by directors but 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) 

Shares outstanding 

Inventories 

Property and equipment 

Valuation allowance 



. uditors' reports 

·port of the a uditors to the members of WPP Group plc 

; have audited the financial statem ents set out on pages 56 to 70, 
have been prepared under the histo ri cal cost convention 

<:: modified for the revaluation o f c ertain fi xed assets) and the 
a.ounting policies set out on pages 56 and 57. We have also 
~nfned the disclosures relating to the em o luments, share options 
~ long-term incentive scheme interests o f the directors referred to 

• · the disclosure of directors · remuneration and interests on 
~82, 84 and 85. 

pective responsibilities of directors and auditors 

::.. described on page 81 the Co mpany's directors are responsible for 
··e preparation of the financial statements. lt is our responsibility to 
''lll1 an independent opinion , based on our audit, on those 
.:.atements and report our opinion to you. 

!asis of opinion 

!'3 conducted our audit in accordance with Auditing Standards 
·;::ued by the Auditing Practices Board. An audit includes examination, 
·r a test basis, of evidence relevant to the amounts and disclosures 
• the financial statements. lt also inc ludes an assessment of the 
· · cant estimates and judgements made by the directors in 
;t'3Vc3fation of the financ ial statements, and of w hether the accounting 
zllcies are appropriate to the circumstances of the Company and of 
:e Group, consistently applied and adequately disclosed. 

We planned and performed our audit so as to obtain all the 
·~mation and explanations w hich we considered necessary in 
'/der to provide us with suffic ient evidence to give reasonable 
~2Urance that the financial statements are free from material 
•·;:;statement, whether caused by fraud o r other irregularity or error. 
• forming our opinion we also evaluated the overall adequacy of the 
;t-~ntation of information in the financial statements. 

Opinion 

' our opinion, the financial statements give a true and fair view of the 
'-~ of affairs of the Company and of the Group at 31 December 
'';IJ7 and of the profit and cash flows of the Group for the financial 
1~ then ended and have been properly p repared in accordance with 
'f3 Companies Act 1985. 

Arthur Andersen 

';hartered Accountants and Registered Auditors 
..()(ldon 
~ Aay 1998 

7 5 WPP Group plc 
The m.mrbers in full 

Auditors' report on corporate governance matters . 
• 1 t t ts we have reVJewed In addition to our audit of the financla sa emen , 

the directors' statement on page 80 concerning the Companys . 
1 C ttee on the Financ1a compliance with the paragraphs of the omml . ecified 

Aspects of Corporate Governance Code of Best Practlcedsp t. of 
Ex h ge and their a op Ion for our review by the London Stock c an 

. th fi ancial statements. 
the going concern basis in prepanng e n. - mpliance 
The objective of our review is to draw attention to non eo 

with Listing Rules 12.43 Ul and 12.43 (v). . h ·dance issued 
We carried out our review in accordance Wit d~~s not require us 

by the Auditing Practices Board. That guidance d ot 
to and we on • 

to perform the additional work necessary ' . h Company's 
ff t. ess of e1ther t e express any opinion on the e ec 'ven ance 

I .t corporate govern system of internal financial contra or ' s G to 
. . f th Company and roup procedures nor on the ability o e 

continue in operational existence. 

Opinion on internal financial 
With respect to the directors ' statements d 81 in our opinion the 

. n on pages 80 an · control and go1ng cancer . d by the Listing 
. h d. closures require 

directors have provided t e IS t e not inconsistent 
Rules referred to above and such statements ar our audit work on 

. · h re aware rom with the information of whiC we a 

the financial statements. . . d officers of the 
Based on enquiry of certain directors an t in our opinion 

· · f Ievant documen s, 
Company, and examination o re . tely reflects the 
the directors' statement on page 80 appropna f the Code 
Company's compliance with the other aspect~)o 
specified for our review by Listing Rule 12.43 . 

Arthur Andersen 
Chartered Accountants 

London 
6 May 1998 







Board of Directors 

Hamish Maxwell Age 71 
Chairman (non-executive) 
Hamish Maxwell became chairman of WPP in October 1996, after 
joining the Board in July 1996. Previously he had an international 
marketing and management career with Philip Morris Companies lnc, 
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 takeovers 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 and Sola International. 

Martin Sorrel! Age 53 
Group chief executive 
Martin Sorrel/ joined WPP in 1986 as a director, becoming Group 
chief executive in the same year. He is also a non-executive director 
of Colefax & Fowler Group plc. 
e-mai l: msorrell@wpp.com 

Paul Richardson Age 40 
Group finance director 
Paul Richardson became Group finance 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, taxation, procurement, property, treasury and internal 
audit . Previously he spent six years with the central team of Hanson 
plc financing major acquisitions and disposals. He is a chartered 
accountant and member of the Association of Corporate Treasurers. 
He is a non-executive director of Chime Communications PLC. 
e-mail : prichardson@wpp.com 

Brian Brooks Age 42 
Group director of human resources 

Brian Brooks joined WPP in September 1992. He is responsible for 
co-ordinating the recruitment and development of senior talent 

throughout the Group, as well as career and succession planning for 
key people. He manages all WPP stock ownership plans, as well as 
total remuneration programs, in partnership with each WPP company. 
Previously he was a partner in Towers Perrin in New York and London. 
He is a lawyer and is admitted to practise law in the United States. 
e-mail: bbrooks@wpp.com 

Eric Salama Age 37 
Group director of strategy 

Eric Salama joined the parent company of WPP in 1994 and the 
Board in July 1996. He is responsible for developing and 
implementing the Group 's strategy including practice development, 
integrated teams for clients, management training and the creation of 
new client offers He is an adviser to the UK Government in the fields 
of creative and media industries and education. Previously he was 
joint managing director of The Henley Centre, a WPP company. 
e-mai l: esalama@wpp.com 
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Gordon Sampson Age 7 4 
Chief executive, manufacturing 
Gordon Sampson founded the original Wire and Plastic Products 
company in 1958 manufacturing goods for consumer markets. 
He remains chief executive of the manufacturing company and , since 
1989, has been deputy chairman of WPP. 

John Quelch Age 46 
Non-executive director 

John Que/eh was appointed a director in 1987. He is the Sebastian S. 
Kresge Professor of Marketing at Harvard University Graduate School 
of Business Administration and Dean-designate of London Business 
School. A prolific writer on marketing and public policy issues, he is 
the author of 12 books on marketing management. He is also a 
non-executive director of US Office Products Company, USA Floral 
Products Inc. and Pent/and Group plc. 

Jeremy Bullmore Age 68 
Non-executive director 
Jeremy Bullmore was appointed a director in 1988 after 33 years 
at J. Waiter Thompson, London, the last 11 as chairman. He was 
chairman of the Advertising Association from 1981 to 1987 and has 
written and lectured extensively on marketing and advertising. He is 
also a non-executive director of the Guardian Media Group plc. 

John Jackson Age 68 
Non-executive director 
John Jackson was appointed a director in September 1993. 
He is chairman of Ladbroke Group plc and a number of other public 
companies. He is also the non-sol icitor chairman of Mishcon de 
Reya. He has extensive experience of a broad range of businesses, 
including television broadcasting, high technology industries, retailing, 
publishing , printing, biotechnology, electronics and pharmaceuticals. 

Stanley Morten Age 54 
Non-executive director 
Stanley Morten was appointed a director in 1991 . He is the chief 
operating officer of Punk, Ziegel & Company, a New York-based 
investment banking firm with a focus on selected emerging growth 
sectors in the healthcare and technology industries. He previously 
was managing director of the equity division of Wertheim Schroder & 

Co., Inc. in New York. 

Joel Smilow Age 65 
Non-executive director 
Joel Smilow has served as a Special Adviser to WPP since 
December 1995. He is a former chairman and chief executive officer 
of Playtex Products Inc., from which he retired in July 1995. He is 

also a non-executive director of Caladon Group Inc . He was 
appointed on 23 April 1998. 
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Merchant bankers 

Goldman Sachs International Ltd 
Peterborough Court 
1 33 Fleet Street 
London 
EC4A 2BB 

HSBC Investment Bank 
1 0 Lower Thames Street 
London 
EC3R 6AE 

Wasserstein Perella & Co., Inc. 
27th Floor 
3 1 West 52 Street 
New York 
NY 1001 9 

Merrill Lynch International 
20 Farringdon Road 
London 
EC1M 3NH 

Legal advisers 

Alien & Overy 
One New Change 
London 
EC4M 900 

Davis & Gilbert 
1 7 40 Broadway 
New York 
NY 100 19 

Edge & Ellison 
18/ 19 Southampton Place 
London 
WC1A 2AJ 

MacFarlanes 
1 0 Norwich Street 
London 
EC4A 1BD 

Stockbrokers 

Panmure Gordon & Co. Ltd 
New Broad Street House 
35 New Broad Street 
London 
EC2M 1NH 

Merrill Lynch International 
Corporate Braking 
20 Farringdon Road 
London 
EC1M 3NH 
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Auditors and accountancy advisers 

Arthur Andersen 
1 Surrey Street 
London 
WC2R 2PS 

Coopers & Lybrand 
32 rue Guersant 
75833 Paris Cedex 
France 

Price Waterhouse 
Southwark Towers 
32 London Bridge Street 
London 
SE1 9SY 

Executive remuneration consultants 

Arthur Andersen 
1 Surrey Street 
London 
WC2R 2PS 

Towers Perrin 
335 Madison Avenue 
New York 
NY 1 0017-4605 

SCA Consulting 
1 52 West 57th Street 
New York 
NY 10019 

Property advisers 
James Andrew International 
72/75 Marylebone High Street 
London 
W1M 3AR 

Knight Frank 
Kings House 
36 King Street 
London 
EC2V 800 



Directors' responsibilities 

Corporate governance 
During 1997, 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 75 . 

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, financiai' 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. 
A resolution is to be proposed at the Annual General Meeting to 
enable the Company to satisfy part of the remuneration of 
non-executive directors in shares in the capital of the Company. 
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 Ouelch (chairman), 
J J D Bullmore and S W Marten. 

Compensation committee 

The Compensation committee, whose report is set out on pages 
87 to 93, 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 Maxwell and J A Ouelch. 

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), B J Brooks, SW Marten, J A Quelch and 
MS Sorrel!. 

Senior independent non-executive director 

As recommended in the Report of the Hampel Committee on 
Corporate Governance, the Company has appointed a senior 
independent non-executive director to be available to deal with 

concerns regarding the Company, where it would be inappropriate 
for such concerns to be conveyed through the chai rman or chief 
executive. The director appointed to this role is J A Ouelch. 
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Internal financial controls 
The Board of Directors has overall responsibility for the system of 
internal financial control throughout the Group. In the context of the 
size and complexity of this system, it can only provide reasonable 
but not absolute assurance against material misstatement or loss. 

The key elements of the system of internal financial control are 
set out below: 

Financial reporting 

The Group has a comprehensive system for reporting financial 
results to the Board . Each operating unit updates a three-year 
strategic plan annually which incorporates financial objectives. 
These are reviewed by the Group's management and are agreed 
with the chief executive of each operating unit. In addition , towards 
the end of each financial year, operating units prepare detailed 
budgets for the following year. The Group's budget is reviewed by 
the Board before being adopted formally. Operating units' results are 
reported monthly and compared to budget and prior year, with 
full-year forecasts prepared quarterly throughout the year. 
The Company reports to share owners four times a year. 

Quality and integrity of personnel 
Quality and integrity of personnel is regarded as vital to the 
maintenance of the Group's system of internal financial control. 
Guidance on identified key policies is provided in the WPP Policy 
Book, which includes a Code of Business Conduct setting out the 
principal obligations of directors and employees. 

Operating unit controls 

Procedures have been developed whereby each operating unit 
completes a Self-Certification Questionnaire confirming compliance 
with key financial controls and procedures. These questionnaires are 
reviewed by the internal auditors and the results reported to the 
Audit committee. 

Stewardship and remuneration 



irectors' rc~p on...,ihil iric~ continued 

·ew of key risk areas 

--e Company assesses the risks facing the business on an ongoing 
-- · and has identified a number of key areas w hich are subject 
·· egular reporting to the Board . These inc lude such areas as 
:;sational performance, treasury matters (including management 
: :orking capital), compensation of key executives, capital 
~drture and legal matters. 

:mitoring of the system of internal financial control 

· oring the effectiveness of the system of internal financial 
ol is undertaken on an ongoing basis by the Audit committee, 

'ich receives regular reports from the director of internal audit and , 
;ere relevant, from external auditors. 

·?ing concern 

'-.er reviewing the 1998 three-year plan and budget, the directors 
'E:.eve that the Group and Company have adequate resources for 
'-1'3 oreseeable future. For this reason , they continue to adopt the 
~concern basis in preparing the financial statements. 
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Responsibilities in respect of the preparation 
of financial statements 
The directors 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 financial statements on a going concern basis unless lt IS 

inappropriate to presume that the Group will continue in business for 

the foreseeable future. 

The directors confirm that the financial statements comply wrth 
the above requirements. The directors are also responsible for 
maintaining adequate accounting records to enable them to ensure 
that the financial statements comply wrth the requirements of the 
Companies Act 1985, for safeguarding the assets of the Group, and 

. h nt1·0 n and detect1on therefore for tak1ng reasonable steps for t e preve 
of fraud and other irregularities. 

Stewardship a11d renumeratiou 



Directors' remuneration and interests 

Directors' remuneration 
The compensation of all executive directors is determined by the Compensation committee of the Board ('the Compensation committee') 
which is comprised wholly of non-executive directors. The Compensation committee is advised by independent executive remuneration 
consultants. 

The compensation of the Chairman and other non-executive directors is determined by the Board , which is similarly advised by 
independent executive remuneration consultants. 

The components of executive directors' remuneration and the basis on which these are established are described in the Report of the 
Compensation committee on pages 87 to 93. 

Remuneration of the directors was as follows: 
Pension Long-term Short-term contribut ions incent ive plans incentive 

Salary Other plans 1997 1996 1997 1996 1997 1996 

and fees benefits (annual bonus( Total Total Total Total Total Total 

Chairman Location ~000 £000 £000 £000 £:000 £:000 £:000 cooo £:000 

H Maxwell UK/USA 100 100 25 
(appointed 1 October 1996) 

Executive directors 

MS Sorrell UK/ USA 717 23 609 1,349121 1,489 1 ,219131 982 316 318 

B J Brooks USA 153 3 84 240 250 831 1''1 183 14 18 

P W G Richardson UK 180 21 90 291 24 8715) 115 18 
(appointed 5 December 1996) 

ER Salama UK 140 13 82 235 86 4715) 14 5 
(appointed 15 July 1996) 

GC Sampson UK 69 7 76 73 

Non-executive directors 

J J 0 Bullmore 161 UK 78 18 96 90 
J B H Jackson UK 20 20 20 
Sir Paul Judge UK 10 10 20 
(retired 30 June 1997) 

SW Marten USA 21 21 22 
J A Ouelch 161 USA 65 33 98 122 

Others retired or resigned in 1996 447 1,483 80 

Total remuneration 1,553 118 865 2,536 2,668 2,184 2,763 362 422 

Notes 
1 Amounts included in short-term incentive plans represent bonuses in respect of 1997 performance, paid in 1998. 

2 The amount of salary and fees comprises the fees payable under the UK Agreement with JMS Financial Services Limited ('JMS') and the salary payable under the US Agreement 
referred to on page 90. In 1997. as in previous years. JMS discharged all relevant UK national insurance costs attributable to the provision of tile services of Mr Sorrell under tile 
UK Agreement. The salary and pension contribution payable under the US Agreement has been converted into c sterling at $1·6831 to [ 1 

3 The amount of £: 1·219 million is in respect of phantom options granted in relation to 1993. In addition the performance requirements were satisfied on 18 March 1997 in respect of 
the second tranche of the Capital Investment Plan and the fi rst tranche of the Notional Share Award Plan (see page 90). The value of these tranches was £:3·1 million and 
£:1·5 million respectively (265-5p per share on 18 March 1997). These amounts are not shown in the above table as the ultimate value will depend on the share price 111 

September 1999. 

4 This amount represents a payment under the performance share plan of £:13 1,702 and the gain on the exercise of share options of £:699.163. 

5 This amount represents a payment under the performance share plan. 

6 Messrs Bullmore and Ouelch have consulting arrangements with the Company in addition to their respective fees as non-executive directors 

ih WPP Group plc 
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Directors' n.:-Inuncranon and interests continued 

·rectors' interests 
Ordinary shares 

- ectors ' interest in t ile Company's share capital. all of which were beneficial, were as follows: 

3J Brooks 

. J D Bullmore 

,8 H Jackson 

Marten 

JA Quelch 

:>W G Richardson 

ER Salama 

GC Sampson 

E Smilow 

AS Sorrell 

lbtes 

At t Jan 
t997 

or date o f 
appo1ntment 

1f later 

139 .858 

20 .065 

12.50 0 

35.000 

20 .000 

10.000 

298 ,2 15 

550 ,000 

100,000 

4,0 12,50 1 

Vested 

428.0 48 

25, 000 

386,420 

Shares acquired Other interests as 
t11rougl1 long- term at 31 Dec 1997 

1ncentive plan 
awards in 1997''' 

(sold) 

(260,048) 

inc. shares 
purchased 

in 1997 '1 

291,176 

77,277 

5 ,179,117 

At 31 Dec 
1997 

307,858 

20,065 

12,500 

35,000 

20,000 

10,000 

316, 176 

375,492 

550,000 

100,000 

9,578,038 

Shares acquired 
through long-term 

incentive plan 
Other interests awards in 1 g9s 
acquired since At 6 May 

Vested (sold) 31 Dec 1997"' 1998 

48,869 (43,989) 312,738 

20,065 

12,500 

35,000 

20,000 

10,000 
32 ,265 (5,265) 343,176 

17,559 393,051 

4,313 554,31 3 

100,000 

1,757,688 11 ,335,726 

In the case o f M essrs R1 c hardson and Salama . t111s represents ti1eir respective interests in 291,176 and 67,277 unexercised options granted under the WPP Executive Shar 
Option Sc hem e o r under an ESOP 1n p revious periods and which had become exercisable prior to 31 December 1997. These interests are not included in the first column ~ . 
interests at 1 January 1997. but are referred to in tile table of directors ' interests in share options on page 84. In the case of Mr Salama this also includes 10,000 shares s OWing 
purchased during 1997. In the case o f M r Sorrel! t111s includes 100.000 shares purchased during 1 997; interest or rights in 1,571,190 and 577,391 unexercised phantom options 
granted in relation to 1993 and 1994 respect1vely. as referred to on page 90: 2.345,696 shares for the first two tranches of the Cap1tallnvestment Plan and 584,840 shares in 
of the first tranc he o f the N o tional Share Award Plan . in respect of which. in each case. the performance conditions had been satisfied prior to 31 December 1997_ respect 

2 Represents in the case o f Mr Sannpson . h1s interest in unexercised options granted under the WPP Executive Share Option Scheme in previous periods and which becam 
exercisable in April 1998. In the case o f Mr Sorrell his in terest in 1.172,848 shares for the third tranche of the Capital Investment Plan and 584,840 shares for the seco d le h 
of the Notional Share Award Plan in respect of which . in each case. ti1e performance conditions were satisfied on 1 May 1998. n ranc e 

3 Each of the executive d irectors has a technical 1nterest as an employee and potential beneficiary in one of the Company's three ESOPs in shares in the Company held und th 
relevant ESOP. At 3 1 December 1997 the Company's ESOPs held in total 16.456,119 shares in the Company (1996: 13,748,628 shares). er e 

Save as d isclosed above and 1n the Compensation committee report . no director had any interest in any contract of significance with the Group during the year. 

X ; WPP Gn lllp plc 
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Directors' remuneration and interests continued 

Share Options 
Outstanding options granted to the directors are as follows: 

Exercised Exercised At 31 Dec 
Granted/ and and 1997 and Market 

At 1 Jan (lapsed) realised retained 6 May price per 

1997 1997 1997 1997 1998 Exercise dates Exercise share on 
price per date of 

Number Number Number Number Number Commencement Expiry share exercise 

B J Brooks 229,331 154,331 75,000 Sep 1996 Sep 2003 102·0p 280·0p 

180,717 105,717 75,000 Sep 1997 Sep 2004 119·0p 280·0p 

68,967 68,967 Dec 1998 Dec 2005 158·0p n/a 

P W G Richardson 100,000 100,000 Jan 1996 Jan 2000 40·0p n/a 

102,941 102,941 Sep 1996 Sep 2003 102·0p n/a 

88,235 88,235 Sep 1997 Sep 2004 119·0p n/a 

32,468 32,468 Sep 1998 Sep 2005 154·0p n/a 

24,497 24,497 Sep 1999 Sep 2006 233·5p n/a 

ER Salama 67,227 67,277 Sep 1997 Sep 2004 119·0p n/a 

90,909 90,909 Sep 1998 Sep 2005 154·0p n/a 

GC Sampson 4,313 4,313 Apr 1998 Apr2005 108·0p n/a 

Share options were granted under the WPP Executive Share Option Scheme or under an ESOP in which directors and other senior executives participate. These options were 
granted at the market price at the time of grant. 

2, 196,190 phantom options were granted to JMS in relation to 1993 at a base price of 52·5p per share, exercisable between April 1996 and Apri l 2003 and 577,391 in relation to 
1994 at a base price of 115p per share, exercisable between September 1999 and April 2004. On 21 April 1997, JMS exercised 625,000 phantom options granted in relation to 1993 
at a price of 247·5p resulting in a payment after deduction of the base price of 52·5p of £1,218,750. This leaves 1,571,190 unexercised phantom options granted in relation to 1993. 

The closing share price at 31 December 1997 was 269·5p and the share price during the year ranged between 236·5p and 292p. 

Share options existing prior to 8 April1993, and their exercise prices, have been adjusted to reflect the impact of the rights issue which occurred on that date. 

84 WPP Group plc 
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irectors' ren1 un cLlt\011 ~1nd interests continued 

er long-term incentive plan awardst•l 
.:AYJ-term Incentive Plan awards granted to directors are as follows: 

Granted/ At 

At 1 Jan (lapsed ) Vested 31 Dec Granted 

1997 19 7 1997 1997 1998 

Number Number Number Number Number 

3JBrooks 72,000 72,000 

48,869 48,869 

73.933 73,933 

60,864 60,864 
46,728 

-W G Richard son 45 ,370 45,370 
32,265 32,265 

42,172 42,172 

67,925 67,925 
55,513 

t RSalama 17,559 17,559 

49,438 49,438 

56,604 56,604 
46,261 

Vested 
1998 

Number 

48,869 

32 ,265 

17,559 

At 6 May 
1998 

Number 

73,933 
60,864 
46,728 

42,172 
67 ,925 
55,513 

Performance period 

1 Jan 1994-31 Dec 1996 
1 Jan 1995-31 Dec 1997 
1 Jan 1996-31 oec 1998 
1 Jan 1997-31 oec 1999 
1 Jan 1998-31 oec 2000 

1 Jan 1994--31 oec 1 996 
1 Jan 1995-31 [)eC 1 997 
1 Jan 1996-31 oec 1998 
1 Jan 1997--31 oec 1999 
1 Jan 1998-31 oec 2000 

1 Jan 1 995--31 oec 1 997 
1 Jan 1996--31 oec 1 998 

49,438 1 Jan 1997-31 oec 1999 
56,604 1 Jan 1998-31 oec 2000 
46,261 

_ 1 Jan 1 994--31 ~ec ~ ~~~ 

Price per 
share on 
valuation 

date'" 

254·0P 
269·5P 

n/a 
n/a 
n/a 

254·0P 
269·5P 

n/8 
n/a 
n/a 

n/a 
n/a 

1A S Sorrel\ 131 386,420 386,420 
5 912 4 sep 1994- 4 ep 

6,445,912 6,445,912 
6

,4
4 

' t Is of which 
llote rtormance unit plan), de aJ 

a . rf ance share plan (formerly pe 
All awards shown on th•s table. except the 6.445.912 shares referred to in note 3, were made under the pe arm 
can be found on page 88 

date of vest•ng. 
2 Valuation date 1s 3 1 December at the end of the relevant performance penod . f dinary shares at the nder the 
• f the eqUivalent number 0 or . i!ied were rnet u . are rnet, 
l The award of 386.420 performance shares represents entitlement to the cash equ1valent of the market value 0 that all of the cntena spec f whtCh the cntena t 

h Id vest assum1ng spect o f the firs 
The 6,445,9 12 shares represent the max1mum number of shares or cash equtvalent of shares wh•c eau · h shares and awards •n re 1n respect o ~nr.ve 

. · ge 90 Any sue ondittons -" to """ 
Cap•tallnvestment Plan and the Not•onal Share Award Plan Deta11s of these two Plans are set out on pa M 1998 the performance c ·rernents refen"" r As of 6 ay · t uon requ• under 
must be retatned unt1\ September 1999 and consequently the1r value cannot be established unt1l that •me. t fied In vteW of the re en h abOve table. h us 

d PI had been sa•s• · hwntnte derte 
three \ranches of the Cap1\al Investment Plan and the ftrst two \ranches of the Nottonal Share Awar an 6 M 1998 has not been s 0 yrnents made un oecernber 
the number of shares, or cash equ•valent of shares. for w h1ch the performance cond1ttons have been sai!Sfied cia ttal~~vestment Plan and pensio~~ outstand•n9 at 

31 

arrangements made w1th Mr M S Sorrel\ relat•ng to the payment on hts behalf of US w1thholdtng tax under the p s $453 568 and wh1ch rern 
Agreement, WPP Group USA. \ne has m ade payments of wh1ch the max1mum amount outstand1ng dunng the year wa ' 

1997. 
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Other statutory information 

Re-election of directors 
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. 

Substantial share ownership 

As at 6 May 1998, the Company has been notified of the following 
interests of 3% or more in the issued ordinary share capital of the 
Company: 

% 

Morgan Stanley Asset Management Limited 
Scudder Stevens & Clark Inc. 
Tiger Management Corporation 

10·97 
6·21 
5·03 

The disclosed interests of all of the above refer to the respective 
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 
£177-4 million (1996: £153·3 million). The directors recommend a final 
ordinary dividend of 1 ·43p (net) (1996: 1 ·144p) per share to be paid 
on 13 July 1998 to share owners on the register at 19 June 1998 
which, together with the interim ordinary dividend of 0·7p 
(1996: 0·556p) per share paid on 24 November 1997, makes a total 
of 2·13p (net) for the year (1996: 1· 7p). The retained profit for the year 
of £100·3 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 not trade. 

Fixed assets 

The consolidated balance sheet includes a conservative estimate of 
certain corporate brand names. Details of this and movements in 
fixed assets are set out in notes 12, 13 and 26. 

Share capital 

Details of share capital movements are given in note 23 on page 68. 

X6 WPP Group plc 

Charitable and political contributions 

The Group contributed £0·2 million to UK charities in 1997 
(1996: £0·3 million). No contributions were made to political parties. 

Supplier payment policy 

The Group 's policy is to settle the terms of payment w ith suppliers 
when agreeing the terms of each transaction, and to ensure that 
suppliers are made aware of the terms of payment and abide by the 
terms of payment. The aggregate amount owed to trade creditors by 
the Company in the year was negligible, wh ilst average trade creditors 
for the Group, expressed as a number of days, were 4 7 (1996: 44). 

Year 2000 compliance 
In common with most organisations and as part of an ongoing 
process of risk management, WPP is conducting a comprehensive 
review of its systems, products and services, suppliers, clients and 
building facilities to identify its exposure to any adverse impact of 
Year 2000 non-compliance. 

WPP has initiated a group-wide programme that seeks to 
achieve its Year 2000 compliance objectives by 30 June 1999 by 
repairing or replacing non-compliant systems, products and 
services, and developing appropriate contingency plans. WPP is 
also monitoring closely the progress of its suppliers towards 
achieving Year 2000 compliance, especially those providing data, 
IT support and transaction processing. 

WPP has not yet identified any area of Year 2000 non-compliance 
that presents a major risk to its business or that of its c lients. 
WPP does not currently expect the cost of achieving its Year 2000 
compliance objectives to be material to the Group's earnings and 
such cost will be expensed as incurred. 

Auditors 

The directors will place a resolution before the Annual General 
Meeting to reappoint Arthur Andersen as auditors for the ensuing year. 

By Order of the Board 
MW Capes 

Secretary 
6 May 1998 
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: ompensation con11111ttee report 

-- report by the WPP Group p lc C ompensation committee on 
5half of the Board conforms w ith tile Listing Rules of the London 

:.ock Exchange. Additional info rmation on executive remuneration 
:tiar to a US proxy disc losure is also inc luded in this report. 

The Compensation co mmittee c onsiders that throughout the year 
~oor review the Company has complied w ith Sec tion A of the best 

:ractice provisions annexed to the Listing Rules and that full 
:. ·deration has b een given to the best practice provisions set out 
~ Section 8 of these Rules in d etermining total remuneration for 
• ectors and senior executives during 1 99 7 . The Reports of the 
,:..Jdi ors on the financial statem ents set out on page 75 confirms that 
·e scope of their reports cover the disclosures contained or referred 
· in this Report that are specified for their examination by the 
..nndon Stock Exchange. 

Details of each individual director 's remuneration and of their 
:aJeficial holdings of the Company's shares and share options are 
~ out on pages 82 to 85. 

le of the Compensation committee 

il}e Compensation committee is comprised only of non-executive 
actors, currently Messrs S W Marten (Chairman of the committee) , 

.-Jamish Maxwell and John Ouelch. No member of the Compensation 
'A>mmittee has any personal financial interest, other than as share 
1nners, in the matters to be decided . no potential conflicts of interest 
~rising from cross-directorships and no day-to-day involvement in 

nning the Company 's business. 
The Compensation committee , which seeks the advice of 

'lldependent 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 salary levels; 
- annual and long-term incentive awards; 
- policy and grants relating to WPP share ownership 

(in this report referred to as 'WPP stock') ; and 
- pensions and executive benefits . 
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The Compensation committee determines 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 page 90, 

on the basis of a comparison with the chief executives of other 
global, multi-agency communications companies, including the 
Omnicom Group and The lnterpublic Group of Companies. The 
remuneration of the other executive directors is based on comparable 
positions in multinational companies of a similar size and complexity . 

The criteria established for each element of total remuneration are 

set out on the following pages. 

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, 

retain and reward 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 culture. 

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 serv1ces 
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 salanes. 
Individual salary levels are set within a range of 15% above or below 
the competitive 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 executives are made by the Group chief executive to 

the Compensation committee. 
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11 Annual incentive remuneration 

Annual incentives are paid under plans established for each operating 
company and for executives of the parent company. Group-wide, 
there are approximately 3,000 participants in annual incentive plans, 
or 13% of all employees in the Group. In the case of the Group chief 
executive and other parent company executives, the total amount of 
bonus payable is based on criteria which include the achievement of 
Group operating profit and operating cash flow targets which are 
based on budgets approved by the Board and targets established by 
the Compensation committee. In the case of each operating 
company, performance targets for determining the overall level of 
annual bonuses are agreed each year in one or both of the 
following areas: 

- operating profit; and 
- operating profit margin . 

Individual bonuses are determined on the basis of achievements 
against individual performance objectives, encompassing key 
strategic and financial performance criteria, including: 

- operating profit ; 
- profit margin; 
- staff costs to revenue; 
- revenue growth and conversion; and 
- level of co-operation among operating companies. 

In each case, the annual incentive objectives relate to the participant's 
own operating company, division , client or functional responsibility. 

Each executive's annual incentive opportunity is defined at a 
'target ' level for the full 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/salary and the 
maximum level is 100%. For other Group executive directors the 
target is 40% of base salary and the maximum is 60%. For a limited 
number of the most senior executives in the two major advertising 
agencies, the target level is 50% of base salary and the maximum 
level is 75% . 
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Ill Long-term incentive remuneration 

Long-term incentives comprise a significant portion of total 
remuneration for senior executives in the parent company and each 
operating company. Group-wide, approximately 500 or 2% of all 
employees participate in a long-term incentive plan. 

Parent company 

The only long-term incentive program for executive directors 
(excluding the Group chief executive) consists of annual grants of 
WPP performance shares. The value of each performance share is 
equivalent to one ordinary WPP share. The number of shares vesting 
over each three-year performance period is dependent on the growth 
of WPP's total share owner return relative to the growth of total share 
owner return of seven major publicly traded marketing services 
companies. These companies are Asatsu, Cordiant, Grey Advertising, 
The lnterpublic Group of Companies, Omnicom Group, Havas 
Advertising and True North Communications. Where the Group's total 
share owner return is below the median level of the peer group, none 
of the performance shares vest. At median performance, 50% of the 
performance shares vest, with higher percentages vesting for superior 
performance up to 1 00% if WPP ranks at least equal to the second 
ranking peer company. 

Over all previous performance periods (1993-95 to 1995-97), 
WPP's performance ranked first among the peer group companies. 
Contingent grants of performance shares for the 1996-98, 1997-99 
and 1998-2000 periods range from 25% to 80% of 1996-98 base 

salary for all participants. 

Operating companies 
Senior executives of most Group operating companies participate 
in long-term incentive plans, which provide awards 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, for example, an award becoming payable in March 1998 
under the 1995-97 long-term incentive plans . 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: 

- average operating profit or operating cash flow; 
- average operating margin; 
- average ratio of staff costs to either revenues or gross margin. 

Stewardship and remuneration 
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-'SP€nding on the plan , the stock portion of each payment ranges 
to 50%. Restrictions on the sale of this stock are lifted after one 

'£T in respect of 50% of the shares and after tw o years for the 
'?..:ance, assuming the executive rem ains employed in the Group. 

addition, some execut ives also receive annual grants of WPP 
options through their membership o f the WPP Group '1 00 Club' 

'300 Club '. This recognises their contributions to the achievement 
· WPP's strategic aims, inc luding business co-operation across 
eperating companies. All members of the 1 00 and 300 Clubs, 
- ding the chief executive officer of each operating company, 
=::ceive an annual grant of fair market value WPP stock options, which 
- e exercisable either three or five years from the grant date assuming 

specific performance conditions are met (including achievement 
the employing company's long -term targets). Each year the grant 

~ e (number of shares times fair market value at the grant date) of 
ese awards ranges from approximately 1 0% to 1 00% of base salary. 

xecut ive Stock Ownership Policy 

- ring 1996, the Company introduced stock ownership goals for the 
"'~st senior executives in the Group. These range from 50% to 400% 
- salary. Stock option grant levels wi ll vary after 1999 depending on 

her an individual's ownership goals have been achieved. 

xecutive Stock Option Plan and Worldwide Ownership Plan 
June 1996, the Company obtained the authority to grant fair 

'1afket value stock options under the 1996 Executive Stock Option 
:Jian. This Plan is used to make option grants to members of the 1 00 
m 300 Clubs and key employees of the parent company, excluding 
~;y,ecutive directors and the Group chief executive. 

Additionally, the Company has broadened stock option 
participation by introducing the Worldwide Ownership Plan for all 
e:mployees of 1 00%-owned Group companies, with at least two 
,ears' service, in order to develop a stronger ownership culture and 
greater knowledge of Group resources . As at 6 May 1998 options 
:mder this Plan had been granted to 9,971 employees over 5,027,325 
'Jrdinary shares of the Company. 
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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 markets where the Group employs the largest number of 
people, the United States and the United Kingdom, pension provision 
generally takes the form of defined contribution benefrts, although the 
Group still maintains one defined benefit plan in the US and three 

. . th e pension plans are defined benefit plans 1n the UK. In each case, es . 
provided for the benefit of employees in specific operating companieS, 
and in the case of the UK plans, are closed to new entrants. . 

• ut·1ve directors IS All pension coverage for the parent company s exec 
on a defined contribution basis and neither annual nor long-term 

. d Company retirement incentive payments are pensionable un er any . . 
. . . . f th r under revieW In plan. Deta1ls of pens1on contnbut1ons or e yea 

respect of executive directors are set out on page 82. 

Notice periods . . · es under 
Each of the executive directors is bound to provide hiS s~rvlc 

1 
d'ng 

d t 'Is of WhiCh, lnC U I a contract of service or other arrangements, e al 

the notice periods, are set out on page 90. cial 
The Compensation committee considers that there are spe 

. . d rcable to the Group 
circumstances in respect of the not1ce peno app 1 

chief executive, which is for a fixed term of three yearssfr~;or before 
1 September 1 997, renewable for a term of three year 

1 September each year. . are set out 
The contractual arrangements relating to the Chairman 

on page 90. 
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Directors' service contracts 
The Group chief executive: Mr M S Sorrell 
Mr Sorrell's services to the Group in the UK are provided by JMS 
Financial Services Limited ('JMS') and in addition Mr Sorrel! is directly 
employed by WPP Group USA, Inc . relating to his activities 
in the USA. Taken together, the agreement with JMS (' the UK 
Agreement') and the agreement with Mr Sorrel! directly ('the US 
Agreement ') provide for the following remuneration all of which is 

disclosed on pages 82 to 85: 

- annual salary and fees of £716,000; 
- annual pension contributions of £316,000; 
- short-term incentive (annual bonus); 
- the Capital Investment Plan ; 
- the Notional Share Award Plan . 

In addition JMS was entitled to phantom options linked to the WPP 
share price, granted in relation to 1993 and 1994 as disclosed on 
page 84 . No further phantom options have been granted. 

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 invest 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 specific performance criteria are achieved, which will result in 

substantially increased share owner value, Mr Sorrel! will become 
entitled to certain Performance Shares, all of which have to be 
retained until 4 September 1999. The maximum number of 
Performance Shares to which Mr Sorrell could become entitled 
under the CIP is 4,691 ,392 in four equal !ranches of 1, 172,848. 
These Performance Shares have already been acquired by an ESOP 
at a total cost of approximately £5·5 million. 

As at 6 May 1998, the performance criteria had been met in 
respect of the first three !ranches of Performance Shares. The 
performance criteria are based on the WPP share price maintaining 
over a sustained period, threshold price levels of 1 98p, 230p, 265p 
and 304p respectively for each tranche. In addition , the WPP share 
price must outperform the FTSE 1 00 Index and the Company's earnings 
per share growth must exceed Retail Price Index growth plus 1% per 
annum over the period until the price threshold is satisfied . 

The Not ional Share Award Plan 

Under the Notional Award Plan, JMS has a contingent right to the 
value of up to 1,754,520 Notional Shares on 4 September 1999 
based on terms, conditions and performance criteria which 
correspond with those of the CIP referred to above. However, under 
the Notional Award Plan 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. 

As at 6 May 1 998 the performance criteria had been met in respect 
of the first two share price levels of 230p and 265p respectively. 

Both the CIP and the Notional Award Plan contain detailed 

provisions concerning special circumstances, such as death , 
disabili ty, 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 contract dated 1 June 1993 wi th a 12-month notice 
period. Mr P W G Richardson , the Group finance director is 
employed under a service contract dated 8 January 1997 with a 
12-month notice period. Mr E R Salama, the Group strategy director 
is employed under a service contract dated 1 April 1997, also with 
a 12-month notice period . 

The Chairman 

The Chairman, Mr H Maxwell is subject to a contract dated 
9 September 1996 for a period expiring on 30 September 1999, 
subject to Mr Maxwell being able to terminate by giving not less than 
three months' notice. 

Stewardship and remuneration 
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pensat ion of 'executive officel"s' 

·;;following tables set fo rth compensation details for the Group chief executive and each of the other five most highly compensated 
ca.rtive officers in the Gro up as at 3 1 December 1997 (the 'executive officers'). As used in this statement, the 'executive officers' are 

ed to include execut ive directo rs of the Com pany, o r an executive who served as the chief executive officer of one of the Group's major 
a-ating companies. 

· information covers compensation for services rendered in all capacities and paid in each of the two calendar years ended 
· December 1996 and 1997 . Incentive con1pensation paid in 1998 for performance in 1997 and previous years, is not included in these 

-- es, consistent w ith US reporting req uirements . 

197 execut ive l"emune rat ion 

Long Term Compensation 

Share options 
Other annual SARs and All other 

compen- phantom Restricted LTIP 
compensation "' 

Salary Bonus "' sat ion '" shares " shares payments 

oe Pnnc1pal pos1 t10n Year sooo $000 
$000 

$000 Number Number $000 

· S Sorrel! G roup chief exec utive 38 1,947 518 
1997 1,172 1,202 

W PP Group 1,533 491 
1996 1,146 1,102 33 

- lazarus Chairman/ 

Chief executive officer 82 
Ogilvy & Mather 1997 750 750 21 11 3,862 264,240 183 

82 
Worldwide 1996 750 750 20 553,281 14,761 128 

:. Manning 151 Chairman 11 4 
J . Waiter Thompson 1997 990 30 147 
Company 1996 990 30 

':,Jones Chief executive offi cer 66 
J Waiter Thom pson 1997 575 380 42 113,862 22,586 290 

234 16 
Company 1996 400 275 42 204,001 39,471 

Paster Chairman and Chief 111 
executive officer 1997 550 275 17 83,499 75 
Hill and Knowlton 1996 550 275 17 161,630 

12, 171 158 96 
'j Barnard Chairman 1997 328 180 17 49,383 96 

Kantar Group 107,066 19,824 183 
1996 328 164 17 

Notes 
' Represents short -term incentive awards paid during calendar years 1996 and 1997 in respect of the prior year's incentive plans. 

Includes the value of company cars. c lub mem berships, execut ive health and ot11er benefits and supplemental executive life insurance. 

',; 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 . 

I d · d b fit retirement arrangements. 
4 lnc u es accruals dunng each calendar year under consideration. under defined contribution retirement plans and define ene 1 

The annual value of defi ned benefit reti rement p lans is not inc luded in this table. 

e Amo nt f $ 1 ·11 · ent established in 1g87. ' u s o ml IOn were accrued for M r B Manning in each year under an individual incentive compensatiOn arrangem 

9 1 WPP Group plc 
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Options granted in 1997 

% of total Potential realisable value at assumed annual 

Stock options, options granted rates of stock price appreciation for option term 

granted by Company Exercise price 0% 5% 10% 

(number of shares) in 1997 (£ per share) Expiry date $ $ $ 

MS Sorrell 

S Lazarus 113,862 2·1 % 2·835 Sep 1997 334 ,961 848,856 

8 Manning 

C Jones 113,862 2·1% 2·835 Sep 1997 334,961 848,856 

H Paster 83,499 1·5% 2·835 Sep 1997 245,638 622,496 

P 8arnard 49,383 0·9% 2·835 Sep 1997 145,275 368, 157 

All options granted to executives in this table are exercisable three years from the grant date and expire ten years from the grant date. 

Stock option, SAR and phantom stock exercises in last financial year and final year-end share option, 

SAR and phantom stock values 

Number of shares underlying unexercised share Value of unexercised in-the-money stock options, 

Shares acquired Market value at options, SARs and phantom stocks at year-end SARs and phantom stocks at year-end ($) ' 

on exercise exercise date ($) Exercisable Unexercisable Exercisable Unexercisable 

M S Sorrell 1,571 ,190 577 ,391 5,613,713 1,468,792 

S Lazarus 231 ,540 909,281 587,586 876,542 

8 Manning 500,000 1,785,259 

C Jones 103,009 462,131 255,085 439,600 

H Paster 207,283 398,161 513,300 389,998 

P 8arnard 123,950 302,456 306,941 366,918 

The value is calculated by subtracting the exercise price from the fair market value of the Company's ordinary shares on 31 December 1997, namely 269·5p and using an 
exchange rate of $1 ·6465 to £1 . 

Long-term incentive plan grants in 1997 

Threshold Target Maximum 
Performance period $ $ $ 

MS Sorrell n/a n/a n/a n/a 

S Lazarus 1 Jan 1997-31 Dec 1999 Nil 500,000 750,000 

8 Manning n/a n/a n/a n/a 

C Jones 1 Jan 1997-31 Dec 1999 Nil 600,000 900,000 

H Paster 1 Jan 1997-31 Dec 1999 Nil 181,500 275,000 

P Barnard 1 Jan 1 997-31 Dec 1 999 Nil 163,810 245,71 5 

9 2 WPP Group p lc 

StewardshifJ and remuneration 



::=o mpensa tion conlnllttcc report continued 

olicy on external appointments 
e Company recognises that its senior executives may be invited to 

oecome non-executive directors of other companies and that such 
~osure may b e benefic ial to the Company. Consequently, 
- ecutives are allowed to accept non-executive appointments with 

-competing companies subject to obtaining the approval of the 
3roup chief executive in the case of senior executives and the 
s.pproval of the Board in the case of executive directors. Any fees 
::;ceivable out of such appointments are retained by the individuals 

xmcerned . 

qual o pportunities 
n e Compensation committee and the Group endorses and supports 

:e principles of Equal Employment Opportunity. lt is the policy of the 
;. oup in its businesses throughout the world to provide equal 
;mployment opportunities to all appropriately qualified individuals 

· out regard to race, creed, colour, age, religion, sex, disability, 
:.exual orientation, marital status , military service, national origin 

~ ancestry. 
The purpose of the Group's policy is to ensure that all employment 

decisions are made, subject to its legal obligations, on a 
~on-discriminatory basis, whether at the time of employment, in 
- a motion, training, remuneration, termination of employment or 

enever any terms and conditions of employment are being 

'X>nsidered. 
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Employee consultation and involvement 

The Group places great importance on the contributions made by all 
employees to the progress of the Group through the activities 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; 
- WPP Atticus Awards; 
- WPP Partnership Program; 
- WPP Fellowship Program; 

- distribution of the Annual Report and Accounts and the Navigator; 
- regular newspaper - the WIRE; and 
- grants under, and the circulation of explanatory booklets in relation to, 

the Worldwide Ownership Plan and other stock ownership and 
compensation plans. 

Employees of the Group, including those participating in the 
Worldwide Ownership Plan referred to on page 89, are eligible to 
receive stock option grants. As at 6 May 1998, options have been 
granted to a total of 10,642 (May 1997: 10,999) employees over 
37,293,218 (May 1997: 36,198,729) ordinary shares of the Company. 

Employees own approximately 11 % (1996: 1 0%) of the issued 
share capital of the Company. 

Remuneration policy for non-executive directors 

Remuneration for non-executive directors consists of fees for their 
services in connection with Board and Board committee meetings and, 
where appropriate, for devoting additional time and expertise for the 
benefit of the Group. 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 programs or in any of the Group's 
stock plans. 

Under the provisions of the Company's Articles of Association 
all d irectors retire by rotation. ' 

On behalf of the Board 
SW Morten 

Chairman of the WPP Group plc 
Compensation committee 
6 May 1998 
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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 1997 
Issued share capital as at 31 December 1997: 736,326,336 ordinary shares. 

Number of shares held Number of owners 

1 -100 913 

101-250 399 

251 -500 481 

501- 1,000 776 

1 ,001 - 5,000 1,761 

5,001 - 10,000 367 

10,001 - 25,000 268 

25,001 - 50,000 182 

50,001 - 1 00,000 182 

100,001 - 500,000 283 

500,001 - 1 ,000,000 85 

1 ,000,001 - 2 ,000,000 59 

2,000,001 - 3,000,000 19 

3,000,001 - 4,000,000 14 

4,000,001 and above 36 

Total 5,825 

Share owners by geography 0/o 

United Kingdom 49 

United States of America 47 

Asia Pacific, Latin America, Africa & Middle East and Continental Europe 4 

Total 100 

Dividends 

Ordinary share owners have received the following dividends in respect of each financial year: 

Interim dividend per ord inary share 
Final (1997 proposed) dividend per ordinary share 

Total 
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1997 

0·70p 
1·43p 

2·13p 

o/o Total of shares 

15·67 64,850 

6·85 75,604 

8·26 196,886 

13·32 657,691 

30·23 4,329,740 

6·30 2,715,925 

4·60 4,485,053 

3·12 6,553,076 

3·12 13,282,556 

4·86 67,574,638 

1·46 61,295,999 

1·02 83,632,693 

0·33 45,903,046 

0·24 46,903,7 19 

0·62 398,654,860 

100·00 736,326,336 

Share owners by type 

Institutional investors 

Employees 

Other individuals 

Total 

1995 1995 1994 

0·556p 0 ·445p 0·385p 

H44p 0·865p 0 ·750p 

1·700p 1·31 Op 1·135p 

0/o 

0·00 

0·01 

0·03 

0·09 

0·59 

0·37 

0·61 

0·89 

1·80 

9 ·1 8 

8·32 

11 ·36 

6·24 

6·37 

54 ·14 

100·00 

0/o 

84 

11 

5 

100 

1993 

0·35p 
0·65p 

1·00p 



Inforn1ation for share owners continued 

American Depositary Receipts (ADRs) 

Each ADR represents 10 ordinary shares . 
ADR holders receive the annual and interim reports issued by 

WPP Group plc. 
WPP Group plc 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 information with the US 
Securities and Exchange Commission. Form 20-F is also available 
from our Investor Relations departments in London or New York. 

ADR dividends 

ADR holders are elig ib le for all stock d ividends or other entitlements 
accruing on the underlying WPP Group plc shares and receive al l 
cash dividends in US dollars . These are normally paid twice a year. 

Dividend cheques are mailed directly to 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. WPP's US depositary is 
Citibank N.A. (address below). 

ADR holders 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. 

1997 1996 1995 1994 1993 

In sterling 
Interim 7·0p 5·56p 4-45p 3 ·85p 3·50p 
Final (1997 proposed) 14·3p 11 ·44p 8 ·65p 7·50p 6·50p 

21·3p 17·00p 13·1 Op 11 ·35p 10·00p 

In dollars 1'> 

Interim 11·4e 8·68q: 7 ·02q: 6·0Qq;!21 5·2Qq;!21 
Final (1997 proposed) 23·5e 1 7 ·86q; 13·65q; 11 ·95q; !21 9·8Qq;!21 

34·9e 26·54q; 20·67q; 17 ·95q; 15·00q; 

Notes 
1 The AOR dividends represent a sterling liability, but for convenience have been 

translated to US dollars at the average rate for the period. 

2 These amounts have been restated to reflect the current value of one ADR to 
1 0 o rd inary shares (prior to 1 5 November 1995 one ADR represented two ordinary 
shares). 
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The figures opposite 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 dividends on the ordinary shares. 
Prior to 1993 it was one-third. UK withholding tax is 15% of the total 
of the dividend and the tax credit. For 1996 the total of the declared 
dividends per ADR is 16·0p, the related tax credit per ADR is 4·0p 
and the withholding tax per ADR is 3·0p, giving a net UK tax refund of 
1·0p per ADR and a total cash payment of 17·0p per ADR. 

ADR holders who are US residents for tax purposes may 
normally credit the withholding tax against their federal income tax 
liabilities. The UK net tax refund together with the US tax credit can, 
therefore, effectively increase the value of the gross dividends paid 
to qualifying ADR holders by up to 25% in sterling terms over the 
amount of the declared dividends on the underlying ordinary shares. 

The amount of the credit is specified on Internal Revenue Service 
Form 1099, which is provided to ADR holders automatically by the 

depositary agent. 
Dollar amounts paid to ADR holders depend on the sterling/dollar 

exchange rate at the time of payment. 

Financial calendar 
- The 1997 final dividend will be paid on 13 July 1998 to share owners 

on the register at 19 June 1998. . 
- Interim statements for the half-year ending 30 June are issued 1n 

August. Quarterly trading announcements are issued in April and 

October. 
- Interim dividends are paid in November. 
- Preliminary announcements of results for the financial 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: 

1997 1996 

Ordinary 1 Op shares 
269·5P 254·0p 

Within the UK, the latest ordinary share price information is available 
on ceefax and Teletext and also the Cityline service operated by the 
Financial Times (telephone 0891 434544 or 0336 434544; calls 

charged at 50p per minute at all times). 

Access numbers 

NASDAQ Reuters 2000 Topic 

Ordinary shares 
American Depositary Receipts 

WPPL.L 52945 

WPPGY 



Information for share owners continued 

Registrar and transfer office 

Computershare Services 
PO Box 82 
Caxton House 
Redcliffe Way 
Bristol BS99 7NH 

American Depositary Receipts (ADRs) 
Citibank N .A. 
111 Wall Street 
5th Floor 
New York 
NY 10043 

WPP registered office 
Pennypot Industrial Estate 
Hythe 

Kent CT21 6PE 

The Company's registered number is 1 003653. 

Reclaiming income tax on dividends 

Where dividends are paid in the form of foreign income dividends, no 
income tax is recoverable. Dividends not paid in the form of foreign 
income dividends are paid with income tax deducted at the lower rate 
(20%). The amount deducted is shown on the dividend tax voucher. 
If your total income for the year subject to tax is less than the gross 
dividend (net dividend plus tax credit) you may be entitled to reclaim 
part or all of the dividend credit. Those most likely to be entitled to 
a repayment of tax include married women not in employment, 
pensioners and children. If you think you may be entitled to claim, ask 
your local Tax Office for Form R40 (SP). The address can be found in 
the telephone book under 'Inland Revenue'. 

Capital gains tax 

The market value 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 capital gains tax purposes the 
acquisition cost of ord inary shares is adjusted to take account of 
such rights issues. Since any adjustments will depend on individual 
circumstances, share owners are advised to consult their professional 
advisers. 
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27 Farm Street, London W1X 6RD. Telephone 0171 408 2204. Fax 0171 493 6819. 
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