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1. INTRODUCTION

As more advertising budgets move online and new
technologies such as PVRs make advertising avoidance
easier, you would be forgiven for thinking that TV advertising

is in decline.

Yet we are watching more TV than ever before’. Thinkbox,
the UK’s commercial TV marketing body, says that in 2007 we
watched 11 minutes more every day than 10 years before.
And although TV’s share of total advertising spend may be
getting smaller, actual TV ad spend is growing, alongside a
rise in commercial impacts (viewers watching ads). It is
clearly not quite the funeral performance some industry

experts have been suggesting.

But despite the relative health of TV advertising, change is
afoot - driven by media fragmentation, changing consumer
behaviour and savvy marketers wanting more effective

advertising.

The proliferation of other, less expensive, media combined
with the fact that TV viewing is also more fragmented - more
channels, more programming and more delivery systems -
means that it is harder for advertisers to reach their audiences

cost-effectively. And as the cost of TV advertising per person

BARB/Infosys showed that UK commercial TV viewing is increasing with
viewers watching over 15 hours of commercial TV each week — almost one
hour more than five years ago
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rises compared to other advertising formats, TV advertisers

need to work harder to show ROI.

Increased media clutter and a need for the brand to impact
consumers through TV advertising in a way that will influence
brand sales, not just advertising awareness, drives the need

for more relevance in advertising.

Relevant advertising is a buzzword in media circles today and
many agencies and advertisers are adopting innovative, new
advertising formats to enable this age of relevance. Product
placement, programme sponsorship and advertiser generated
content are some of the first examples of innovation. Many
advertisers are also starting to exploit new technologies and
delivery methods to increase relevancy. For example,
advertising over IPTV networks, where the power of the
internet revolutionises the way that broadcast content is
viewed not only on television sets but also on PCs and mobile
phones, is also gaining momentum all over the world. Using
new channels for advertising doesn’t just provide increased
relevancy, it creates better accountability and measurability,

which leads ultimately to greater control of advertising spend.

This whitepaper outlines the current state of TV advertising. It
looks to the future, tracing the story of how TV viewing and
advertising is evolving. It will give TV advertisers, agencies

and media planners an understanding of future TV advertising
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trends and the technology that will help them continue to

produce creative and effective adverts for years to come.

2. THE CHANGING WORLD OF TV

The way in which television is delivered and looks has
changed little over the last eighty years. We've moved through
a number of different delivery and display changes — including
colour TV, HDTV, cable and satellite and interactive TV and
PVRs. But the way we watch TV is changing - we watch it
when, where and however we want — via video on demand or

live broadcasting, using our PCs, mobiles and television sets.
Breathing new life into old TV platforms

The internet is bringing about a faster and more exciting
change in television viewing than any other changes to its
delivery in the past 80 years. Internet Protocol (IP) is enabling
video delivery to mobile phones, PCs and the traditional

television in the living room.

TV and video content can be downloaded over the Internet
(Channel 4's 40D, BBC's iPlayer, ABC.com and the
Newscorp/Universal Hulu in the US for example) to be viewed
on computers, mobile phones or other internet enabled
devices. Until 2010 viewing figures of UK TV in these new

formats are not available from BARB. However every day in

© Packet Vision 2008 6

Switzerland as many as 40,000 people watch TV news on
their mobiles. In Italy a million people pay upto 19 euros a
month to watch a dozen mobile TV channels. BBC One will
soon deliver its entire programme schedule online for access

by people on their computers and mobiles.

Internet Protocol Television (IPTV for short) is one of the
areas with the biggest predicted growth. IPTV delivers
broadcast quality television to TV sets that are connected to a
broadband network (fixed line IP network). Broadcast quality is
important because TV viewers, and advertisers for that matter,
are accustomed to high quality, high budget television content.
For this reason, IPTV is more likely to have the most impact

on most TV broadcasting.

IPTV adds the accountability of the internet to traditional high
quality, high impact television. Advertisers can leverage this
combination to deliver highly personalized advertising on the
basis of lifestyle, location (town not just region) and even
behaviour. This ability to segment television audiences on the
basis of micro-demographics, coupled with a degree of
measurability previously only associated with the internet,
places IPTV at the centre of next-generation advertising

technologies.

To put that into context, imagine a network where we watch

linear television on a standard television set in our living room,
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and receive commercial breaks constituted so that they are
relevant to our individual lifestyles and locations. Broadcasters
sell the same ad spot to different advertisers, who can then
send their commercial messages to different audiences

simultaneously.

The uptake of IPTV in the UK has been slow. BT Vision and
Tiscali TV use IPTV, although BT Vision offers a hybrid
service in which it uses IP for VoD (Video on Demand), sport
and other premium content and DTT (Digital Terrestrial
Television) for the delivery of standard broadcast channels.
The story on mainland Europe is different. IPTV reaches 4.5
million in France® Spain, Italy and Sweden are catching up
quickly. Russia, China and India all have early-stage IPTV
deployments. At the same time, cable systems across all
territories are being upgraded to something called Switched
Digital Video, which essentially means they are being retro-
fitted with an IP management layer. IP will become the
backbone of the network of all video delivery platforms. So
those that take the opportunity to master the features and
benefits IP currently offers will be well-placed to conquer a
television landscape on the near horizon that is dominated by
IP.

2

http://www.lightreading.com/document.asp?doc_id=142594&table_number=2
&page_number=&site=
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The age of consumer control

The internet brought about a cultural change in the way we
consume media and we are now in the age of consumer
control. Enabled by internet technology, we are rapidly
approaching the point where we can watch what we want,
when we want and how we want whether on mobile phone,
computer or television. On all of these devices it is now
possible to view live broadcasting, time-shifted viewing or

video on demand.

Despite the increased control and people spending more time
online, most people are still watching TV in real time and on
their TV sets rather than on their PCs or phones. According to
TGlI, the UK population watches 3.5 hours of TV every day
compared to 1.2 hours of Internet. Even young people are not
watching less TV. The desire for a social currency, shared
experiences and story-telling will make professionally
produced TV relevant to every future generation. This is
because TV is essentially entertainment. It is something
people want to watch to enjoy and relax (as well as keep
informed). Many observers have pointed out that this means
the major mode of TV watching will remain ‘sit back and relax’

rather than ‘sit up and interact’ as with Web TV.

Other technologies are also having a positive effect on TV

programming. For example, the immediate availability of a PC,
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alongside fixed and mobile phones, is giving TV the instant
responsiveness it has always sought. The IPA Touchpoints
survey shows that 12% of respondents recorded use dual TV
and internet during peak time at some points during the

average week.

But what does increased consumer control really mean for TV
advertisers? While the 30 second spot still defines TV
advertising, it isn't relevant to all video advertising. For
example, it is unlikely that people will watch an ad for the full
30 seconds on their mobile phones or via WebTV, where
viewers are in lean-to rather than lean-back mode. For these
mediums 10 second video ads could be more appropriate.

Consumers will not want to pay airtime to watch an ad.

Regardless of the form factor, media content needs to be
funded in some way and advertising is absolutely essential for
that purpose. New portability and interactivity may extend the
power and influence of TV, but it will also make it more
essential than ever that advertising adapts. As take up of so
called ad-avoidance technologies such as PVRs continues,
this becomes even more important. Although some industry
pundits believe that PVRs are impacting advert viewing in the
way that we imagine, research® shows that although the PVR

is appreciated, owners still watch the vast majority of their TV

3 July/August 2007 Admap article by Tess Alps.
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time watching live broadcasting (85 percent in fact). Creativity
— entertainment value — and relevance, will stop people hitting

the fast forward button and keep them interested in adverts.

3. MORE CONTROL OF TV ADVERTISING ROI

Television advertising works. Years of IPA award winners,
research, brands created and products sold as a result of
advertising, proves this point unequivocally. Television
remains the most popular mass media across the world, and
global advertising revenue has continued to grow year-on-year
for 25 years, attracting $179 billion of advertising revenue
during 2007. As a mass media experience, television is
currently without a rival. A television advert achieves impact.

There is simply no question about it.

What is in question is how much ‘waste’ advertisers can
countenance when looking to television to deliver their
messages. Even though there is a lot of cross pollination that
occurs with TV advertising (when other audiences can help
scatter commercial messages) and the belief that mass
targeting brings in consumers that advertisers might not have
considered their ‘audience’, most brands want to reduce waste
and maximise the return on every impact as advertising
budgets come under even more scrutiny. Greater

fragmentation however makes audiences even more difficult
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to reach - we've gone from one to 400 commercial TV
channels in just over 25 years. Accurate targeting of
advertising over television has been difficult to say the least.
But the 30 second ad spot is about to change. IPTV will
enable targeted and relevant television advertising that is sold

in new ways.

Making adverts relevant

Advertisers can engage with viewers by making their
messages more relevant to the audience addressed. This is
especially important today when advertisers are competing for
the attention of busy consumers who are distracted by so
many media choices and so much advertising. Research from
Millward Brown’s own analysis of more than 50,000 adverts
globally of what makes advertising effective also shows that
relevance is a key driver of advertising effectiveness (in other
words more likely to persuade people to buy the brand). Other
drives of advertising persuasiveness are credibility,
communicating something new and uniqueness of information.
Ads also need to be enjoyable, but Millward Brown’s analysis
suggests that there is not strong evidence that enjoyable ads

influence persuasion. The “Kill Jill' campaign® - a recent advert

N http://www.visit4info.com/advert/NHS-Info-Scotland-Organ-
Donation-Kill-Jill-NHS/57607
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for organ donation produced by the Scottish Executive
addressed Scottish viewers with a Scottish voice-over. It
gained a significant response, with more than 108,000 people
signing up to the register and outperforming the rest of the UK

by a factor of three.

Because IPTV allows the same ad spot to be sold multiple
times to different advertisers, broadcasters and media
agencies benefit too. They can sell ads as a split run (i.e. ads
from the same advertiser, but to different audiences); as a
multi-brand tool (the same advertiser, but promoting multiple
brands to different audiences)l; based on a highly personal
segmentation of audience demographics; or even completely

different ads from different brands in the same ad spot.

For example, ads about family oriented products could target
households with children; motorbikes could be targeted at
households with single males in their mid-thirties; and a
campaign for a financial product could be seen exclusively by

households with earning levels appropriate for such a product.

Going back to the car brand example, a a new car model
could have several different versions, for instance, one for the
youth group, one for the family group and one for the retired
group — all shown in exactly the same ad avail (timeslot).

Taking that even further, local car dealers could run ad
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campaigns targeted at households within a specific distance

from the showroom.

The opportunity IPTV affords in selling multiple adverts for the
same ad avail, means that for the first time, the cost of TV
advertising could potentially be reduced, over time, for all as

new demand for television airtime is created.

Relevance may not be an end in itself but it is the first major
step towards properly engaging with a viewer and thereby
generating a response. Current learning suggests that

engagement is at least as important as reach and frequency.

More control

Media planners can use IPTV advertising services to control
how many times viewers see the same ad copy. Such
frequency capping helps prevent over-exposure to advertising
messages once a targeted household has seen an optimum
number of occurrences of the original ad. They can also
control the order they are exposed to episodic ads. For
example, 10 years of Nescafé Gold Blend ads could be run
coherently over 2 weeks (and adopt a different sequence for

specific households).

This gives advertisers and account planners a huge

opportunity to be even more creative in their advertising
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content and scheduling. And importantly, it means that

viewers don’t develop negative brand associations.

Measurability

Since IPTV technology allows return path data to be received
from a television household, real-time audience measurement
is possible. Panel-based systems such as BARB are
incredibly sophisticated measurement tools capable of robust
statistical analysis. But because they are geared towards the
terrestrial and largest multi-channel channels, where viewing
can be measured on a minute-by-minute basis, it is much
harder to track the relatively small audience numbers across
myriad different channels, which is the reality of the television

world today. There are two key problems here:

1) Reaching the correct audience in order to deliver
commercial message
2) Getting accurate feedback on how successful an

advert has been in reaching the target audience

The second point goes to the heart of advertisers’ current
concerns: namely, delivering a return on investment. When

audience data is statistical and the sample size small,
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achieving accurate feedback becomes challenging to say the

least.

Although BARB is in the process of implementing a broader
measurement panel that will take into consideration more
channels and television watched on multiple devices, for now,
the data returned through an IPTV network is much more real.
It will inform the advertiser in real time exactly which profiles
have seen their message, how often they have seen it and
where they are located. Cross-tabbing against sales or
measured response to direct marketing will allow advertisers
to track the results of a campaign and then refine the

messaging or targeting accordingly.

The interactive potential of IPTV also means that the success
of ‘click through’ on online advertising (as experienced via the
internet) can be brought to traditional TV screens far more
effectively. For instance, a viewer could be watching a holiday
ad or programme, and then link to further information — even a
web page — to find out more about the destination being
profiled as well as special offers. This ‘telescoping’ feature can
be taken even further such as integration with search tools, or
even with Voice Over IP (VolP): the viewer could click on an
ad and be put straight through to a call centre, either to place
an order (fast food would be a good example), book an
appointment (with an optician for example) or request further

information.
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Increased accountability results in increased efficiency, which
in turn results in greater return on investment. It makes
television a more attractive medium. The more money that is
spent on advertising over IPTV, the more information the
media planners can gather for future campaigns, and the more
sophisticated advertising using the functionality of IP

becomes.

4, OPENING UP TV ADVERTISING FOR SMALLER
BUDGET BRANDS

Depending on the business models that broadcasters choose
to offer, TV advertising could become attractive for companies
who have never used it before - such as local or niche
businesses. Greater audience segmentation can effectively
mean that viewing numbers are much smaller. With the
possibility of new and flexible TV ad sales models, where
multiple ads can be slotted into the same ad avail, it could
even be possible that highly targeted ads and niche
businesses pay less for broadcasting their advert to a smaller

audience.

At the same time, the cost of producing a television
commercial is also dropping after years of being another
barrier to entry to smaller brands. Companies such as
SpotRunner and Spotzer have pioneered a new type of plug

and play production, building commercials for clients from pre-
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produced video components. For smaller businesses, a
reduced cost of distribution coupled with a reduced cost of
production could really make TV advertising a real possibility.
It becomes more realistic to imagine a wedding dress
manufacturer in one city promoting its products to a highly
selective but geographically disperse audience nationwide at a

relatively reasonable rate.

Of course this new era of TV advertising still requires that TV
advertising that is creative, relevant, credible, different and
enjoyable is more likely to be effective. But it does add a new
layer of possibility onto the existing model that creates
opportunities  for  advertisers, media agencies and

broadcasters.

5. NEW TV ADVERTISING SCENARIOS
HYPOTHETICAL EXAMPLES

It's worth looking at how the new TV advertising world looks
from the perspective of a real brand. As mentioned previously,
cars are a good example of a brand genre that typically
targets multiple audience segments. Over the following
pages, we will use a hypothetical example using a real car
brand — Nissan - to demonstrate the possibilities of advertising

over IPTV. At this point, we must stress that we have taken
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Nissan to illustrate what could be achieved, and this in no way

relates to the company’s current activities.

Making Ads Relevant, Maintaining Control and Improv  ing
ROI

Every brand knows that the more relevant its ads are - as well
as being enjoyable, credible and communicating something
about the brand - the more likely they will be able to make

people brand loyal who can be persuaded to buy the brand.

Suppose Nissan felt that it wanted to create a campaign to
highlight the Nissan Micra 3 door hatchback. And suppose
Nissan wanted to very clearly target several audiences, for
instance: young adults looking for a sporty hatchback; young
families who want something economical and practical; an
older couple who want a small car that is easy to run.  Using
the power of addressable advertising over IPTV, Nissan would
be able to create a series of emotive adverts that showcases
the appeal of the Nissan Micra 3 door hatchback to different
types of driver in different scenarios. It would also be able to
target each advert at highly specific and relevant audiences so
that each ad has greater impact and, importantly, greater ROI.

For example:

The young family fitting the kids into their Nissan
Micra for a weekend away. This is an episodic series

aimed at generating an emotional response in this
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audience using a storyline that the audience can

relate to.

The older couple touring their way through the Swiss
Alps (message: making the most of their freedom in

retirement).

The youth gaining fuel economy with the Nissan Micra

driving about town on his way to university.

IPTV enables a far more granular level of targeting than is
currently possible for TV advertising. This would enable
Nissan to target its ads on the basis of demographics (age,
sex, employment status, socioeconomic status and even
ownership) as well as by location (town and street not just
postcode) and lifestyle (single, married, children etc). Nissan

would be able to target its broadcasting very specifically:

Version one of the ad would only be shown to young
families with children across the country. Nissan could
control which ad different households watch from its
episodic ad campaign so that households watch
specific ads in the right sequence. The advertising
delivery service effectively memorises where that
household is in its viewing of the ad and shows it the

appropriate ad in the sequence.
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Nissan could target postcodes in and around cities
and suburbs that are more likely to be occupied by
university  students and other singles for
advertisement two. Further, it could segment the
country by its network of dealers and create versions
of the advert to display the most appropriate local
dealer information. Each version could also include a
VolIP link to the local dealer web site. In doing this,
Nissan would be supporting its dealer network in
marketing and sales activities at the same time as
directly linking brand awareness to sales
responses/visits ~ to  dealers  giving  greater

measurability.

It could specify a target audience of more mature
couples, such as the retired ‘grey’ market. Again, this
could be targeted to affluent suburbs (eg

Bournemouth, etc).

Only those households that match Nissan’s defined target
audience will see the appropriate Nissan ad. This means that

the broadcaster can sell the same ad avail to other brands.
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Market research would show that:
Brand awareness is improved,

Brand loyalty and the measure of persuasion
(Likelihood to want to buy that brand) has also

increased;

Respondents show more positive associations with
the brand, and so improvements in brand loyalty are

clear;

The brand achieves greater levels of relevance

amongst television viewers;

If the advertising sales model were to change, Nissan
could a) pay less for its total advertising and b) make
the cost per impact significantly lower, i.e. reduce

waste;

Increased sales of the Nissan Micra models in the

defined target groups.

Additional real-time measurement could monitor click-through
to the dealer website. The overall effect of the targeted
advertising campaigns would be to make Nissan's TV
advertising budget more effective. Despite increased
production costs, the distribution cost would be better value for

money.
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6. CONCLUSION

TV advertising remains the most popular mass media across
the world. It will continue to thrive because of — and not in
spite of - changes to the way it is delivered. The new delivery
formats that are buzzing through media-land are what will
ensure continued investment in advertising over TV — as long
as we all accept that the nature of TV is changing, and that

advertising has to change too.

With the growing desire for advertisers to improve ROI, those
TV delivery platforms that will have most impact for media
agencies and advertisers will be the ones that gain advertiser
support by offering broadcast quality TV viewing with
accountability, measurability, relevance and ultimately greater

control over advertising spend.

IPTV is already making an impact on TV advertising models.
And as more content is broadcast over IPTV networks, its
influence on TV advertising will only continue. It could even
create new revenue opportunities, for instance by enabling
smaller budget brands to advertise on TV for the very first

time.

In this new world, relevant and creative ads that evoke
consumer emotions and response will continue to deliver on
brand objectives such as increased awareness, loyalty or

perception, which in turn will help drive sales.
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7. THE PACKET VISION EXPERIENCE

This booklet has been produced by Packet Vision, the pioneer
of advanced video advertising. The company is playing a key
role in helping the new video and TV landscape to develop. Its
managed advertising service provides highly granular
targeting on the basis of lifestyle or location over IPTV. As the
service develops it will also include mobile TV, web TV,
Switched Digital Video over cable, VoD and future IP video

platforms.

Packet Vision partners with market-leading IPTV service
providers, broadcasters, advertisers and their agencies. First
deployments are taking place in the US, UK, France and

Spain, and others will follow soon.

For more information, please visit: www.packetvision.com

© Packet Vision 2008 24



