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dollar store for movies and series, in
which ad agencies are marginalized
and Cannes is deserted in the third
week of June. It is a world, to be spe-
cific, in which marketing—and even
branding—are conducted without
much reliance on the 30-second spot
or glossy spread.

Because nobody is much interest-
ed in seeing them, and because soon
they will be largely unnecessary.

Perhaps you are already rolling
your eyes. Perhaps you believe that
vast structures on which vast soci-
eties and vast economies depend do
not easily lose their primacy. Per-
haps you believe that the TV com-
mercial and magazine spread—and
radio spot and newspaper classi-
fied—are forever and immutable,
like the planets orbiting the sun.
Good for you. 

Now, say hello to Pluto—the sud-
denly former planet. Forever and im-
mutable, it turns out, are subject to
demotion. This could be grim news
for the agency business, which con-
tinues its erratic Pluto-like orbit
around marketing budgets as if un-
aware that it has lost its stature—and
its relevance is next to go. In due
course, you shall see how circum-
stances have conspired to threaten its
place on the cosmic map altogether. 

VIDEO KILLED WHOM?

To support the analogy of planetary
delisting, we needn’t go back 5 bil-
lion years to the origin of the solar
system. Instead, just think back to
approximately the day before yes-
terday. Remember how they used to
talk about “the MTV generation”?

It was shorthand for the post-
baby boomers who couldn’t be stim-
ulated unless you basically jammed
kaleidoscopes in their eyeballs. They
had cut their teeth on the rapid-fire

editing and visual noise of music
video, so all media were obliged to
pick up the pace or lose the attention
of an entire generation. And just in
case the symbolism escaped you,
don’t forget the first song that ever
played on MTV:

“Video Killed the Radio Star,” by
the Buggles.

Ironic, eh? But not as ironic as this:
The latest thing the MTV generation
has begun losing interest in is MTV,
where ratings fell sharply last year.
Short Attention Span Theater has
changed venues and is now housed on
YouTube. Online video is killing the
video star. Over at MTV Networks,
the layoffs began in February.

No huge surprise there. Two
years ago in this very publication,
“The Chaos Scenario” predicted that
the pillars of old media would soon
come tumbling down. That the
MTV pillar had Public Enemy and
George Michael and ’NSync posters
plastered all over it, and was deemed
the last word in modern TV, makes it
especially noteworthy—but by no
means unique. Since “Chaos”:

■ In December 2005, Viacom
spun off CBS, the so-called Tiffany
Network, lest the broadcast business
impede growth and depress share-
holder value.

■ Just before Christmas 2005,
Time Inc. laid off 100 employees.
Just after Christmas, in January
2006, Time Inc. laid off 100 more
employees. In April 2006, Time Inc.
laid off 250 more employees—the
last round of job cuts, the company
said. In January, Time Inc. laid off
300 more employees. No wonder.
Since 2001, Time Warner’s market
capitalization has shrunk to $82 bil-
lion from $193 billion.

■ Last fall, ostensibly to promote
their new seasons, five broadcast
networks bypassed their local affili-
ates and gave away new programs
online.

■ In October 2006, NBC an-

nounced a $750 million cost cutback,
including 700 jobs and a moratorium
on scripted programs in the first
hour of prime time. 

■ In November 2006, Clear
Channel—the boogeyman of media
consolidation—sold to private-equi-
ty owners and declared that it wants
to unload its TV and small-market
radio stations. The sale fetched $38 a
share. In 2000, the stock sold at $100
a share.

■ The Minneapolis Star Tribune,
acquired by McClatchy in 1998 for
$1.2 billion, was sold to private in-
vestors in December 2006 for $530
million.

■ In 2000, Chicago-based Tri-
bune Co. was valued at $12 billion. It
then bought Times-Mirror Co. for
more than $8 billion. At this writing,
with Tribune Co. for sale as a whole
or in part, the value of the merged
company is $7.34 billion. 

■ YouTube. Two years ago, it—
much less Joost and Revver and
Brightcove and the online-video in-
dustry in general—did not exist.

Nor does the disruption end
there. Since spring 2005, according
to Magna Global USA, DVR pene-
tration has doubled to 20% from
10%, and Forrester Research pre-
dicts it will reach half of U.S. house-
holds within three years—well be-
yond the threshold at which 40% of
advertisers say they will dramatical-
ly reduce their TV buys. Meanwhile,
after years of steady growth in spite
of steadily declining audiences, the
broadcast-upfront market last year
was down 5%. Coca-Cola, never a
big upfront player, pulled out alto-
gether. So did Johnson & Johnson,
which shifted $250 million online.
According to TNS, General Motors
slashed $600 million from its 2006
ad spend. Is somebody nervous?
Half of the 109 national advertisers
surveyed by Forrester in 2006 said
their ad agencies and media agencies
were “ill-equipped” to deal with

changes in the TV environment. 
Not to put too fine a point on it:

Told you so, told you so.

WHAT, ME WORRY?

So what’s it like to face your econom-
ic mortality? There are some clues in
a February speech by Timothy Bald-
ing, CEO of the Paris-based World
Association of Newspapers: “What
we are seeing completely contradicts
the conventional wisdom that news-
papers are in terminal decline. … The
fashion of predicting the death of
newspapers should be exposed for
what it is—nothing more than a fash-
ion, based on common assumptions
that are belied by the facts.”

Balding’s set of facts comes cour-
tesy of the proliferation of skimpy
freebies, such as Metro, which are to
newspapers what Skittles are to cui-
sine. His rosy outlook, however, does
sound familiar. In the halls of media
power, the optimism seems positive-
ly infectious. Jack Kliger, president-
CEO of Hachette Filipacchi Media
U.S. and chairman of the Magazine
Publishers of America, declared this
spring: “We are no longer threatened
by digital media.” Perhaps he didn’t
notice the precipitous drop in reader-
ship, what with the industrywide cir-
culation fraud and all. Or perhaps he
was busy killing ElleGirl and Pre-
miere, but never mind. He’s dug in:
“I’m not ready to end up my career
watching our industry get marginal-
ized and fade away.”

Likewise David Rehr, president-
CEO, National Association of
Broadcasters, who greeted the Na-
tional Press Club last October as fol-
lows: “Ten months ago, when I took
this position at the NAB, I knew that
joining the broadcasting industry
would be exciting. But after seeing
the dynamics of this business first-
hand, it is 20 times more exciting
than I could have ever imagined.”
Naturally he’s excited. Ratings are
plummeting. The networks are by-

passing his members via the web.
The cash value of stations is in de-
cline. What’s more exciting than pi-
loting a plane in a tailspin?

As for the networks, here’s Leslie
Moonves, president-CEO, CBS
Corp., speaking at the Bear Stearns
Media Conference: “We’ve been
hearing this for years: ‘The network
is dead. The network is dead.’… All
four networks are going to get CPM
increases in the upfront. The busi-
ness is extremely healthy.”   

Putting aside for the moment
whether there is some creative ac-
counting behind that claim, Moonves
is bragging about charging his cus-
tomers more for less. Please note that
pride goeth before the fall—just as
before bargaining and acceptance
goeth denial. At that same confer-
ence, protesting that DVR ad-skip-
ping isn’t so menacing, Time Warner
Chief Operating Officer Jeff Bewkes
trotted out perhaps the most absurd
rationalization ever proffered:
“When you fast-forward, you get a
quick visual version that is three sec-
onds instead of 30; you could get the
same message anyway.”

The 30-second is dead! Long live
the three-second!

Mass media, of course, do not ex-
ist in a vacuum. They have a perfect
symbiotic relationship with mass
marketing. Advertising underwrites
the content. The content delivers au-
dience. Audiences receive the mar-
keting messages and patronize the
advertisers, and so on in what for
centuries was an efficient cycle of
economic life. The first element of
Chaos presumes the fragmentation
of mass media creates a different sort
of cycle: an inexorable death spiral,
in which audience fragmentation
and ad-avoidance hardware lead to
an exodus of advertisers, leading in
turn to an exodus of capital, leading
to a decline in the quality of content,
leading to further audience defec-
tion, leading to further advertiser de-

THECHAOS SCENARIO 2.0:

Chaos 2.0
From Page 1

MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER
JANUARY

2005 2006
FEBRUARY MARCH APRIL

Ad Age chronicles the chaos

APRIL

The
Chaos
Scenario
(April 4,

2005)

Listenomics
(Oct. 10, 2005)

New Ad

Kings: Yahoo,

Google (April

25, 2005)

■News Corp. buys

Intermix Media,

owner of MySpace,

for $580 million. 

Is He

Sirius?

(April 11,

2005)

TV Guide to Undergo Extreme

Makeover: Will Lose Listings,

Focus on Celebs in Bid to

Survive (July 25, 2005)

P&G and GM Slash TV

Spending: Top 2 Advertisers

Funnel Cash to Web, Mad &

Vine (June 13, 2005)

TV Networks Snap

up Keywords Online

to Draw Viewers

(Aug. 29, 2005)

AdAge.com MediaWorks

Will 2006 Be the Year of the 

De-Merger? (Jan. 3, 2006)

■Tom Freston and Leslie Moonves

stood together to ring the opening

bell at the New York Stock Exchange

this morning, signifying the official

split of Viacom into two separate

companies. 

fection and so on to oblivion. The
refugees—audience and marketers
alike—flee to the internet. There
they encounter the second, and
more ominous, Chaos component:
the internet’s awkward infancy.

The online space isn’t remotely
developed enough—nor will it be
anytime soon—to absorb the adver-
tising budgets of the top 100 mar-
keters, to match the reach of tradi-
tional media or to fulfill the content
desires of the audience. (Maybe
viewers no longer demand their
MTV, but what remains of the mass
audience is in no hurry to surrender
its Los Angeles Times and “Lost.”) A
collapsing old model. An uncon-
structed new model. Paralyzed mar-
keters. Disenchanted consumers. It’s
all so … chaotic. 

THE ECONOMICS OF ABUNDANCE

How long it will be before order is re-
stored is anybody’s guess. What is
certain is that the Brave New World,
when it emerges, will be far better
for marketers than the old one.
What is nearly as certain is that
many existing ad agencies and some
media agencies will be left behind.
And the reason they will be left be-
hind is their stubborn notion that
they can somehow smoothly transi-
tion to a digital landscape. 

“It’s a very different kind of
world,” says Adam Thierer, senior
fellow at the Progress & Freedom
Foundation and author of “Media
Myths: Making Sense of the Debate
Over Media Ownership.” “The
problem is, the expectations are
there to capture that mass audience
that long ago disappeared. We are
witnessing the gradual death of the
business models that thrived in that
age of scarcity.”

The value of TV, like the value of
anything, is built upon the econom-
ics of scarcity. For decades, the source
of highly produced entertainment
was limited to three or four distribu-

tors—i.e., the major networks. Ca-
ble expanded the options tenfold,
then, with digital cable, 100-fold.
Now the internet promises to do so
infinitely. Strictly speaking, as a dis-
tributor of goods, broadcast’s rev-
enue structure should have collapsed
long ago. But TV isn’t really in the
program-distribution business. It’s
in the audience-selling business, and
there the economics of scarcity still
stubbornly reign. Because no other
medium offers the reach of TV, ad-
vertisers have continued to pay
more and more per thousand view-
ers—which is why Mr. Moonves is
commanding higher CPMs; the up-
front market has not yet plummet-
ed; and video advertising on the in-
ternet, according to eMarketer, will
amount to a paltry $775 million in
2007. On TV, it is $65 billion. 

But economics will have its due.
The law of diminishing returns will
eventually prevail. Those who have
perennially spent more and more for
less and less will finally say, “No
more,” and take their money on-
line—whether there is sufficient ad
inventory or not. 

THE TIDE IS TURNING 

Procter & Gamble has been talking
about this for 13 years. When Chair-
man-CEO A.G. Lafley says, “We
need to reinvent the way we market
to consumers,” he doesn’t mean,
“We need to find a place to amass 30
million people at a time so we can tell
them not to squeeze the Charmin.”
As his chief marketing officer, Jim
Stengel, told the 4A’s Media Confer-
ence this month, “What we really
need is a mind-set shift, a mind-set
shift that will make us relevant to to-
day’s consumers, a mind-set shift
from ‘telling and selling’ to building
relationships.” And he did not specify
media advertising as a way to do so. In
fact, his examples—from word-of-
mouth to social networking—mainly
had nothing to do with advertising.

And why should they have?
Mass advertising flourished in

the world of mass media. Not be-
cause it was part of God’s Natural
Order but because the two were mu-
tually sustaining. You’ve read the
Ten Commandments; not one of
them is “Thou shalt finance hour-
long dramas”—nor is there a word
in there about scale. So why assume
that either must transition to the
new model? Not only is it economi-
cally nonsensical, it squanders the
very nature of the digital universe,
the ability to speak with—not to, but
with—the narrowest communities
and individuals themselves.

Which, of course, is all blindingly
obvious. When the yin is shriveling
up and dying, this is hardly lost on
the yang. And so, too, the yin-yang
of denial. When you ask David
Jones, CEO of Euro RSCG, how his
agency network is equipped to deal
with the Incredible Shrinking Mass
Audience, here is what he has to say:

“The huge thing for our industry
is that, actually, what we have been
great at for the last 50 years, and
what we will be great at for the next
50 years, is developing and deliver-
ing entertaining, engaging, short-
format content. And in a world
where your screens get smaller and
attention spans get kind of shorter
and shorter … is where we need to
focus. The fundamental thing that
our industry is focused on is deliver-
ing brilliant ideas, and if we do, peo-
ple will engage with them.”

Huh? Content? And all this time
we thought advertising was the stuff
that interrupts content. Now, from a
June Times of London op-ed, here is
WPP’s Sir Martin Sorrell:

“Slowly, the new media will
cease to be thought of as new media;
they will simply be additional chan-
nels of communication. And like all
media that were once new media but
are now just media, they’ll earn a
well-deserved place in the media
repertoire, perhaps through reverse
takeovers—but will almost certain-
ly displace none.”

The italics are mine. The absurdi-
ty is Sir Martin’s. In terms of cul-
ture, organization, expertise and
compensation structures, a global ad
agency can no more easily transition
from a gross-ratings-points mental-
ity to a world of aggregation, infor-
mation, optimization and customer-
relationship management than
Young & Rubicam can transition
from English to French. It’s two en-
tirely different grammars and vo-
cabularies. Not to mention revenue
models.

Please note that Nike has decided
that, when it comes to fulfilling all of
its digital-marketing needs, Wieden
& Kennedy just can’t do it. Wieden
& Kennedy! Note, too, that while Sir
Martin has been publicly spewing
happy talk, he’s also been reconfig-
uring WPP’s portfolio so that less
than half of the business—on the

way to only one-third—derives
from advertising or media services.
No wonder. Agencies make money
making spots and ads and buying the
media for them. Barring a wholesale
acquisition and divestiture, much of
the nitty-gritty of digital marketing
would have to be outsourced. And,
with that, control of roughly half of
what once was the ad budget. For in-
stance, listen carefully to Jan Leth,
executive creative director of
OgilvyInteractive North America,
as he tells a funny little story about
an agency assignment for Six Flags.

“They had a promotion for their
45th anniversary. They wanted to
give away 45,000 tickets for opening
day to drive traffic. So we got a brief
to do whatever: ads, microsite, what-
ever. But our interactive creative di-
rector just went off and posted it on
Craigslist. Five hours later, 45,000
tickets were spoken for. 

“No photo shoot. No after-shoot
drinks at Shutters,” he adds, with
faux regret. Then, with somewhat
less irony: “Now, the trick is, how do
you get paid?” 

Precisely.
“It’s the cash-cow scenario,” says

Bob Greenberg of the Interpublic in-
teractive agency R/GA. And what
CEO would risk his share price, his
job and personal compensation pack-
age to cut the cow in half? They’d
rather just wait, Greenberg says, and
hope nothing too disruptive happens
too soon. “It’s like Bush,” he says,
“turning the war over to the next
president.”

MASS GRAVE

Still, Sir Martin is surely right about
one thing: We are not witnessing the
beginning of the end of old media.
We are witnessing the middle of the
end of old media. Both print and
broadcast—burdened with un-
wieldy, archaic and crushingly ex-
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