
But the media market has arguably
never been in greater flux than it is
today, meaning that there are some
huge unknowns lurking in the shad-
ows.

Not least is the fact that mar-
keters are spending more of their
money on nonmedia marketing
tools (direct, events, point-of-sale)
than ever before and embracing the
theory that they need to create great
content and brand experiences that
consumers will seek out rather than
spending big to ‘push’ their mes-
sages at consumers. Procter & Gam-
ble’s corporate site, for example,
draws more eyeballs than many of
the prime-time TV shows where the
company advertises. And An-
heuser-Busch is building a 24-hour
web network called Bud.tv.

As to those potential surprises

around the corner, just think about
’06. Who would have predicted
Google would pay $1.65 billion for
YouTube, while a pair of teen maga-
zines—with combined paid circula-
tion over 2 million—got shut down?

It’s hard for ad-spend forecasts to
incorporate the fallout from devel-
opments like those. So smart direc-
tional guidance, with an allowance
for the chance of “flat,” is the best top
line that the industry has. Deeper
down, the differences among reports
at least highlight the uncertainty,
while some specific disagreements
pinpoint areas really worth watch-
ing. Here’s the partial tour.

ADS ON PAPER
Newspapers may be hugely prof-
itable, but even including their on-
line classifieds, the top-down prog-
nosis from Merrill Lynch predicts
their ad revenue will fall 1.5% next
year. The Morton-Groves Newspa-
per Newsletter anticipates a 0.6%

decline when online is included and a
2% decline when it’s not. The bulls
include McCann, which expects a
1.8% rise, and Zenith, looking for a
2% gain.

Publishers are striving to prove
the bulls right. Everyone is pushing
digital, finding costs to cut and devel-
oping hyper-local coverage. “We are
neither myopic nor ignorant,” said
Gary Pruitt, chairman-CEO of Mc-
Clatchy Co., speaking to analysts at
the Credit Suisse media conference
last week. “Once again newspapers
face an evolutionary imperative:
Adapt or die.” 

Consumer magazines have a bet-
ter outlook. McCann predicts at a
5% gain and Zenith estimates 5.3%.
Merrill sees consumer magazines
expanding revenue by 2.5%.

ADS ON SCREENS
Someday it will be hard, or pointless,
to separate screen-based media into
categories such as TV and the inter-
net, much less network TV and ca-
ble, but for now the differences re-
main real and important. “In 2007,”
Zenith writes, “as more online op-
portunities draw ad dollars from tra-
ditional media and sports coverage
continues to migrate to cable net-
works, broadcast TV will stagnate.”

In this case “stagnate” means
“fall 1.5%.” Merrill more or less
agrees, forecasting a 1.2% decline
for the networks. Again McCann
provides the mirror a lot of media
sellers will prefer, calculating 3% in-
creases for ABC, CBS, NBC and Fox.
But everyone expects cable to rise,
Merrill by 5.8%, Zenith by 6% and
McCann by 6.5%.

Although the web’s ad-revenue
growth is slowing, the pace in 2007
will still blow everything else away.
The big question is how much. On
the low end, McCann predicts 15%
growth; on the high end, Zenith sees
29% coming. 

The figure is just 18.9% at eMar-
keter, but its forecast differs from the
others to say web ads will match ra-
dio next year and pass it in 2008. “It’s
one thing for internet ad spending to
surpass relatively minor media such
as outdoor or yellow pages, but it’s
quite another thing to blow past ra-
dio, one of the big four traditional
media,” said David Hallerman, se-
nior analyst. 

If you’re wondering what TNS
Media Intelligence has to say, by the
way, that outfit might play its pre-
dictions the safest of all: It won’t
make a 2007 forecast until January.
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PASS THE BUCKS

How ad predictions compare from three top media buyers—Interpublic’s Universal
McCann, Publicis’ ZenithOptimedia and WPP's Group M. 

AD SPENDING IN BILLIONS
UNIVERSAL MCCANN ZENITHOPTIMEDIA GROUPM
2006 2007 2006 2007 2006 2007

TV 66.2 68.8 58.4 58.7 66.5 68.2

Newspaper 47.7 48.6 51.5 52.5 28.5 28.4

Radio 19.6 19.9 20.9 21.2 11.2 11.3

Yellow Pages  14.4 14.6 * * * *

Magazines 13.4 14.1 19.2 20.2 25.6 26.4

Internet 9.3 10.7 12.5 16.1 10.1 11.5

Out of home1 N/A N/A 6.8 7.6 4.4 4.8

Other media/misc. 54.5 57.6 53.6 56.3 4.3 3.6

Media total 225.2 234.4 222.9 232.6 150.6 154.1

Direct mail 59.9 64.4 45.9 47.5 52.5 55.1

Total 285.1 298.8 268.8 280.2 203.1 209.3

PERCENT CHANGE VS. PREVIOUS YEAR
UNIVERSAL MCCANN ZENITHOPTIMEDIA GROUPM
2006 2007 2006 2007 2006 2007

TV 5.8 3.9 5.4 0.5 3.0 2.6

Newspaper 0.8 1.8 2.5 2.0 -0.4 -0.4

Radio -0.1 1.7 1.5 1.5 1.1 1.2

Yellow Pages  1.0 1.6 * * ** **

Magazines 4.5 5.0 4.0 5.3 2.6 3.1

Internet 20.0 15.0 25.0 29.0 21.0 14.0

Out of home1 N/A N/A 11.1 11.2 8.9 8.1

Other media/misc. 6.0 5.6 4.8 5.0 -15.0 -17.0

Media total 4.3 4.1 5.1 4.4 2.7 2.4

Direct mail 8.5 7.5 3.2 3.5 5.0 5.0

Total 5.2 4.8 4.8 4.2 3.3 3.1

1. Included in "other" for Universal McCann; out of home's portion of "other" in 2005 was $6.2 billion. Zenith and GroupM includes cinema.

*Included in "other." ** Not reported. Source: Ad Ageanalysis of forecasts from GroupM, Universal McCann's Robert J. Coen, ZenithOptimedia   

KEEPING SCORE

Universal McCann’s Bob Coen last week trimmed his 2006 ad projection, 
but other ’06 predictions for ad spending are little changed from 
what forecasters said last December. Who got it right? Impossible to 
prove because there is no definitive source for actual ad spending.  U.S. mea-
sured media spending offers one clue; TNS Media Intelligence said it rose 4%
in the first three quarters (see P. 8). Everyone agrees on one point: Next year
will be slow-growing.

DEC. '05 FORECAST FOR: DEC. '06 FORECAST FOR:
2006 2006 2007

Universal McCann (media1) 5.4 4.3 4.1

Universal McCann (media + direct mail) 5.8 5.2 4.8

ZenithOptimedia (major media2) 5.1 5.2 4.1

GroupM (major media2) N/A3 2.7 2.4

GroupM (media + direct mail) N/A3 3.3 3.1

Merrill Lynch (media) 4.5 4.5 2.7

Merrill Lynch (media + direct mail) 4.5 4.7 2.9

TNS Media Intelligence forecast (media) 5.44 N/A N/A

Average (excluding direct mail) 5.1 4.2 3.3

1. Ad Age calculation based on Coen's media $ figures. 2. TV, newspaper, radio, magazine, internet, outdoor, cinema. When Zenith figures include
"other" (including Yellow Pages), Zenith shows media growth of 5.1% in '06 and 4.4% in '07. 3. GroupM released its first broad public forecast in
July '06. 4. Jan. '06 forecast. Source: GroupM, Merrill Lynch's Lauren Rich Fine, TNS Media Intelligence, Universal McCann's Robert J. Coen,
ZenithOptimedia

Forecasts: Why no two are the same
U.S. ad spending next year is set to
grow a dismal 2.4%. Or maybe a
rosier 4.8%, according to another
forecast. What’s the difference? A
couple billion dollars, give or take.

Last week’s annual crop of ad
forecasts from media agencies was,
as usual, all over the board.
Interpublic Group of Cos.’ Universal
McCann and Publicis Groupe’s
ZenithOptimedia made headlines
last week with pronouncements
that spending next year will grow
4.8% (Universal McCann’s Robert
J. Coen) and 4.1% (Zenith). WPP
Group’s Group M forecast just 2.4%
growth.

But the agencies are measuring
different things. Mr. Coen’s oft-
quoted estimate covers all media
plus direct mail. The headline
numbers for Zenith and Group M
cover only major media, though both
include direct mail in their
comprehensive reports.

Agencies count numbers in
different ways. Universal McCann
and Zenith try to measure what
advertisers spend—media costs,
commissions and production costs.
Group M, on the other hand, strives
to report what media companies
actually pocket as revenue, so its
figures exclude commissions and
production costs.

Adam Smith, Group M’s futures

director, says the best way to
compare forecasts is to focus on
growth rates, not dollars.

“Investment analysts, our
principal audience, are I think most
interested in growth rates, which
would be the same whatever flavor
the numbers,” he said.

Based on the broadest measure
of media reported by the firms (see
“Pass the bucks” chart), ad-growth
forecasts for next year are 4.1%
(Universal McCann), 4.4% (Zenith)
and 2.4% (Group M). Merrill Lynch
predicts media growth of 2.7%.

The best apples-to-apples
measures come by comparing
growth figures for the same
collection of media. For a broad old-
and-new-media pie—TV, radio,
newspapers, magazines, internet—
here’s how ’07 growth forecasts
stack up:

■ Universal McCann: 3.8%
■Zenith: 3.9%
■ Group M: 2.8%
How do forecasts track with

reality? “They are not perfect,”
acknowledges Mr. Coen, who has
been tracking ad spending since
1950. He believes his final spending
figures for a given year are
“probably within plus or minus 10%
of what the truth is.” Forecasts are a
best guess.

-BRADLEY JOHNSON

Mr. LaSorda announced last week
that his underling would leave
Chrysler Group after three-plus
years to return to retailing at sibling
Mercedes-Benz USA. Apparently
Mr. LaSorda, who will take tempo-
rary charge of the marketing and
sales, “finally heard the chorus” of
dealers clamoring to have Mr. Eber-
hardt removed, said Todd Turner,
president of consultant CarConcepts.
The automaker continued to build

too many vehicles and the wrong
mix of product for too long, he said.

Part of Mr. Eberhardt’s job was to
order cars and trucks and it was up to
Frank Ewasyshyn, exec VP-produc-
tion, to build them, said Jason Vines,
VP-communications at the carmak-
er. Mr. Eberhardt opted to leave
Chrysler, said Mr. Vines, who con-
firmed Mr. Eberhardt will return to
retailing at Benz. He also said he did-
n’t know whether Mr. Eberhardt
asked to be reassigned to Germany.
Mr. Vines said he did not know
whether Mr. Eberhardt would be re-
placed or when.

Mr. Eberhardt through a
spokesman declined to comment.

Chrysler, Jeep and Dodge dealers
had 164,000 unsold 2006 models at
the end of November, or 32% of to-
tal inventory, the automaker said.

At this time of year, outgoing-
model-year vehicles should be closer
to 10%, said Alex Rosten, industry
analyst at auto-info site
Edmunds.com. Chrysler Group’s in-
centives reached their highest in at
least five years in November at $4,112
a vehicle, he said. December deals will
certainly be higher, he added.

They already are. The automaker

offered a carrot to dealers this
month—up to $7,000 in so-called
dealer cash. Retailers can decide how
to use the money to clear out 2006
models via rebates or over-appraisals
on trade-ins, said one dealer.

For Mr. Eberhardt’s successor,
dealers most often cited Gary Dilts,
who retired and left the automaker
in June as senior VP-U.S. sales after
spending his entire career at the car-
maker. Mr. Dilts disagreed with Mr.
Eberhardt’s methods, people close to
the automaker said.

Mr. Eberhardt earned kudos after
his arrival in 2003 for removing

singer Celine Dion from Chrysler
brand ads and having BBDO Detroit,
Troy, Mich., put more emphasis on
the vehicles. But by 2006 dealers
were no longer happy with the work
he’d ordered, including last sum-
mer’s “Ask Dr. Z” campaign.

Industry watchers wondered
whether former Chrysler Group
Marketing Director Julie Roehm,
who was pushed out of Wal-Mart last
week, might return to the automaker.
Ms. Roehm in 2004 said she aspired to
Mr. Eberhardt’s job. “Of all the
purest coincidences in the world, that
is the purest,” Mr. Vines said. 
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