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INTRODUCTION

Broadband modems, Sky Plus, Tivo, laptops, iPods, mobile
phones, Xbox, iPhones... take a peek through the windows of
the modern household and you can see how much the past
decade has changed the media landscape and video-based

communications in particular.

If industry analysts are correct, this is just the beginning. It
took the best part of a century for radio and television to
become properly established. The internet became generally
available only ten years ago. Yet in the first few years of this
new millennium we are seeing the way that information and
entertainment are delivered change at an unprecedented rate.
With so much change and so many conflicting opinions about

what that change means, it can be difficult to keep up.

This e-booklet gives a straightforward overview of what the
new media landscape is all about and what it means for visual-
based media — television and the more widely applicable
“video”. We'll identify the main components and examine the
real-world benefits and implications, without getting bogged

down in technical details.

We will also examine some of the issues facing industry

players, how those players will secure sustainable revenue
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streams in the future, and the changing role of TV and video

advertising.

Whether you are new to the world of video technology, unsure
about certain elements, or an old hand at television curious to
know what all the fuss is about, this e-booklet will help put the

issues back into focus and give you plenty of food for thought.

WHAT ARE THE MAIN COMPONENTS?

There are a number of pieces in the new media jigsaw and
while no one yet knows what the final picture will look like, or
exactly how all the pieces might fit together, a definite form is
beginning to emerge. It is important to remember that this is a
fast-changing environment and it is likely that we will see future
disruptive technologies being introduced not yet even invented.
Beyond the technology there is still much that we need to learn
about content integration and user behaviour. The picture that
emerges from the new video media jigsaw is itself a moving
image. There are identifiable patterns and within those

patterns a common thread is IP.

All new media platforms use IP (Internet
Protocol). IP is not new — indeed, its early

roots date back several decades — but its
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impact on the world of communications is profound.

IP can connect ‘any to any'. In other words it is device-
independent, enabling entirely disparate and different systems
or products to communicate with one another. Although there
are still obstacles to overcome before everything will work
together, IP has broken down many of the barriers between
device-to-device communications. IP is a key component in
achieving the vision of ‘anytime, anywhere, anyhow’ access to
media - including TV - and it played a major role in the
development of the World Wide Web. IP dates back to the
1970s, when it was used in defence and education networks
that were the forerunners of today’s public internet - but its

potential reaches far beyond.

The flexible nature of IP allows information to be exchanged in
both directions. The term ‘bi-directional’ is often used to
describe this. Why does this matter? Because by enabling the
end-user to communicate or send information to the network in
real-time, the network is capable of offering a more

immediately personalized service.

IPTV

Satellite and cable had a huge impact upon television delivery

during the eighties and nineties. In the noughties, the pace of
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change has accelerated rapidly: Digital Terrestrial TV (DTT),
IPTV, web TV and mobile TV have all become commercially
viable platforms. IPTV is one of the areas with the biggest

predicted growth over the next few years.

IPTV delivers TV over fixed
telephone lines to a standard
television in the viewer’s living room.
The bi-directionality of IP comes to
the fore with IPTV, because it
enables content to be tailored
towards the end user. But surely we
can already personalise TV across
satellite and cable, so why do we
need IPTV?

IPTV has many benefits. For instance, it enables TV to be
personalised in a far more sophisticated way. The nature of IP
means it becomes feasible to tailor information not just to each
geographic area, but theoretically, to the individual viewer. If
there are several TV sets with set-top boxes within a home,
this could mean that the viewing and lifestyle preferences of
different members of a household could be taken into account.
In practical terms, this is probably some years away, but the

technological foundations are there.
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IPTV is delivered over a private network (unlike web TV, which
is discussed below) and is controlled by the service provider
(typically a telco or broadcasting organisation). For
consumers, this has some clear advantages, because the

provider can ensure:

1. A consistent quality of service (anyone who has
experienced the limitations sometimes experienced
when watching streamed TV programmes over the

public internet will appreciate this)
2. Security

3. The ability to interact with the consumer (IPTV enables
highly personalised and contextual content, which can
help to generate new revenue, as we will explore later

on in this document)

IPTV is growing fast. Analyst forecasts vary, but In-Stat have
predicted 54 million worldwide subscribers in 2011, while
Multimedia Research Group (MRG) cites 63.6 million in the
same year. By the end of 2007, Informa Telecoms and Media

claimed a figure of 12.3 million global IPTV subscriptions.

Some of the fastest growing IPTV markets include France,
Spain and ltaly, as well as the more developed countries in the
Far East. In the UK, there are pockets of IPTV, while in the US

IPTV is expected to be one of the biggest routes to market for
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US rural telcos. Indeed, one of the benefits of IPTV is that it
potentially opens up the typically ‘closed shop’ of TV to a
whole new raft of entrants. More on this later.

Web TV

Web TV (also known as internet TV) is often confused with
IPTV. IPTV is provided over a private broadband network,
while web TV is delivered via the public internet. Web TV lacks
the guarantees of quality of service that IPTV networks have
adopted as a fundamental characteristic of their offering —
viewers accept jittery and frozen images when watching
YouTube, but not when they're watching TV in their living

rooms.

Despite variable quality of service, web TV has changed the
way people consume video-based media. The success of
YouTube and social networking sites such as Facebook has
revolutionized the way many people communicate and
exchange content, and the general internet experience has
increased consumer expectations and demand for relevant,
personalized and dynamic content — a sentiment that also

extends to advertising.
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Cable TV

Many cable operators — particularly in Eastern Europe - run old
analogue networks. The services they can offer are greatly
restricted in comparison to IPTV and digital terrestrial TV
operators. Some operators are overcoming the limitations
imposed by analogue technology by adding more interactive
services to their existing broadcast networks, but this can only
be viewed as a short-term solution. The problem for operators
is the cost of upgrading to IP: not only must they update the
technology behind their networks, they must also replace the
millions of set top boxes (STBs) already deployed in

customers’ homes.

The solution could be switched digital video (SDV), which will
boost the number of video channels available to subscribers.
In essence, switched digital video adds a layer of IP
management to the cable network, enabling cable systems to

break free from the limitations of legacy infrastructure.

Satellite TV

Although not an obvious candidate for the television revolution,
satellite technology is also seeking to keep up with
developments taking place in cable and IPTV. Domestic

satellite technology is broadcast technology in the purest
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sense: receiving signals through a satellite dish is a one-way

affair.

The route to new levels of sophistication in content delivery lies
through the ethernet port in the set-top box coupled with
increasing demand for personal video recorders (PVR) such as
Tivo or Sky Plus. By connecting the set-top box to a fixed line
network, it is possible to capitalize upon return path data. Such
a network looks very similar to an IPTV network with the
exception that linear broadcast television is received through a

satellite dish.

Digital Terrestrial Television (DTT)

The worldwide DTT receiver market will grow from 65 million
units in 2007 to more than 350 million units in 2013,
representing a compound annual growth rate of 32%.
Approximately 85% of 2007’s units support digital television
and digital set-top box markets, while 15% comprises other
consumer electronics or PC applications, according to a recent

report by ABI Research on digital terrestrial silicon receivers.

Certainly, DTT is one of the big headline grabbers in the TV
world at the moment. This is particularly the case in the UK,
where analogue services are soon to be switched off, forcing

consumers to upgrade to a digital service —DTT, IPTV, cable or
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satellite — whether they like it or not (although of course they
potentially benefit by having a far greater choice of channels).
The good news for consumers is that ‘upgrading’ to DTT is
relatively simple, and typically does not involve a site visit from

an engineer.

So are IPTV and DTT mutually exclusive? They are entirely
different delivery streams, but they can be delivered via the
same set top box, in other words a hybrid solution that includes
an Ethernet connection. BT Vision in the UK is already able to
provide a set top box manufactured by Philips that can support
both DTT and IPTV.

Mobile TV

Mobile TV is predicted to be one of the fastest growth areas for
media delivery, particularly among the youth market, who are
already consuming music and video via handheld devices. Of
course, the quality of the viewing experience is key here, but
any limitations are being addressed in leaps and bounds. For
instance, new mobile web browsers (such as Opera Mini) are a
major step forward and enable viewers to watch mobile TV
even on 2G phones. After the first six months of the Apple

iPhone launch in the US, 5 out of 6 users were using these
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devices to browse the internet — clearly, ease of use,

navigation, picture and signal quality make all the difference.

The standards governing mobile TV in different world regions
are still being debated. However, the lack of agreed, universal
standards is not preventing the spread of mobile TV -
broadcasters around the world are making their content
available via this medium. The BBC in the UK is doing it, and
mobile phone operators in Italy launched mobile TV almost 2
years ago. Furthermore, services developed for IPTV can also

be adapted and migrated to mobile TV.

CONTENT AND USER DEVICES
Streaming video and P2P

Streaming video simply refers to content that is accessed —
typically via the internet - from a remote server and then
played on a laptop or other device. It isn't downloaded to a
device, and it isn’'t broadcast. A good example would be the
BBC's iPlayer (although just to confuse the issue, this also has
a download feature). Other examples are Joost and
Bablegum, which use peer-to-peer (P2P) technology to offer

pre-recorded content for streaming (or download).

© Packet Vision 2008 13



Many people view P2P as an important element in the future
video landscape. For example, the BBC is reported to be
backing a pan-European project, dubbed P2P-Next, aimed at
creating a platform that enables audiences to stream and

interact with live content via a PC or set-top box.

On-demand content

On-demand has become a catch-all term that covers a variety
of applications. Downloading TV programmes from Apple
iTunes or the BBC iPlayer is ‘on demand’. Setting Sky Plus
and other PVRs to record favourite TV programmes is ‘on

demand'.

Whatever the scope of definition, ‘on demand’ content is here
to stay — the popularity of offered services bears this out — and
it will be interesting to see is how it develops. On-demand
content does not mean only ‘content when | want it’, but also
‘content in the format | want it and personalised to me’. Taking
it to the ultimate level, programmes could even have different
in-built scenario options, so that the viewer can dictate the

plotline and even its conclusion.
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New User devices

There is now a plethora of devices available to consumers.
TV-enabled mobile phones, set top boxes, PVRs, PCs and
games consoles are all able to link into TV services. Sony has
announced an add-on that will enable PS3 owners to watch
digital TV. Slingbox is a device that enables live TV feeds to
be forwarded to any internet-connected device, including
mobile phones. Whether people end up owning several
devices, or whether we will see more consolidation (i.e. more
functionality on fewer devices) has yet to become clear, but
since they are all IP-enabled, the potential for true ‘anytime,

anywhere, anyhow’ access to content already exists.

The role of the home gateway

Over the past few years, there has been continued debate
about home gateways. A home gateway is essentially a means
by which content coming in and out of a house — whether
voice, video or data — is routed and managed by a single
system. Think of it as the power system that delivers electricity
and light around the house to different points. As services
become more sophisticated, and delivered across multiple
devices, home gateways present clear benefits for consumers,

by making management of services more streamlined.
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Operators are provided with another revenue stream and a

strong foothold in the consumer’s home.

However, home gateways require equipment to be deployed in
every household and different household locations present
different requirements and challenges. Various technologies
have been put forward as the delivery means around the
house. Apart from wireless, another compelling solution is
power line. Rather than using a communications signal, the

power network is used to deliver voice, video and data.

NEW BUSINESS MODELS & REVENUE OPPORTUNITIES

There are lots of exciting new components but in order to
survive, markets depend upon a continued and increasing
revenue stream. Viewers expect to receive most content for
free. So who is going to fund content delivery in this future TV

world, and how?

Breathing new life into old TV

While the way in which television is delivered and looks may
have changed a little over the past eighty years (the advent of
colour TV, HDTV, cable and satellite for example) the viewing

experience has been shaped by the nature of broadcast: it has
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been a passive, sit-back experience. But with the advent of
internet TV and PVRs, we are beginning to see some cultural
changes in the way TV is consumed. IPTV is likely to be the
biggest catalyst for change, with its ability to make TV more
personalised, more interactive and more in tune with what
consumers really want. Ashley Highfield, Director, Future
Media & Technology, BBC, provides an excellent summary on

the corporation’s web site:

“The attempt to make IP services mimic the look and feel of TV
is | believe flawed: it's TV like you know it, just worse. The
winners will be the IPTV aggregators who offer truly
complementary, differentiated services to those which people
can find on their TVs. These players, and hopefully the BBC
will be one of them, will start to acquire sizable audiences, as
is already happening with YouTube”.... “What IP-delivered TV
should be about are the things that traditional television
struggles at amplification, global distribution, rediscovery,

engagement, collaboration, innovation and navigation.”

Re-energising TV advertising

IPTV will have an impact on TV programming. It

will also have and impact on TV advertising.
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According to Informa Telecoms & Media, global net TV
advertising revenues (i.e. excluding agency commissions and
discounts) are estimated to reach US $123 billion by 2008, up
5.8% on 2007. From this total, net pay TV advertising brings
in US $18 billion, a figure that has doubled over the last five

years.

By 2012, global net TV advertising will equate to US $148

billion.

However, these growth figures mask the real situation. Global
TV advertising is growing, but that is largely down to emerging
markets where TV services are still growing fast. In more
developed TV markets, the indications are that advertising
revenue is suffering, not helped in the first half of 2008 by the
global Credit Crunch.

Added to the mix is the fact that advertisers are struggling with
the traditional 30 second ad avail. Research shows that the
success of TV advertising is slowly being eroded by other
forms, such as internet advertising, viral marketing and so on.
The dilemma for broadcasters and telcos is that TV advertising
is one of the main sources of revenue, so how do they

overcome this issue?

The good news is that IPTV lends itself to far more exciting

and engaging advertising. Due to the nature of IP, TV ads
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over IPTV can be tailored according to the audience, whether

by demographic, geographic or even behavioural factors.
More relevant ads

In this way, advertisers can make their advertising far more
targeted. The implications of this are vast. Depending on the
business models that broadcasters choose to offer, it could
become very feasible for companies who have never used TV
advertising before to suddenly profit from this medium. For
instance, a wedding dress manufacturer in one city could
promote its products to a highly selective but geographically

dispersed audience nationwide.

The potential is to re-engage viewers with TV advertising, by
making it more relevant to them in a number of ways. In
addition to the actual product being promoted, advertisers can
employ techniques such as frequency-capping (whereby a
viewer only sees a particular ad a certain number of times, to
prevent boredom and irritation), and serialised ads (whereby a
story builds up in each ‘episode’ — again, the advertiser can
ensure that the viewer only sees each episode a certain
number of times). Brands can even develop their own IPTV-

based ‘programmes’.

The same product ads can even contain different content

according to the viewer. An ad promoting a new car model
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could have several different versions, for instance, one for the
youth group, one for the family group, one for the retired group
— all shown in exactly the same ad avail (timeslot). For
broadcasters, this is an important selling point: they can offer
the same ad avail to one or more advertisers, maximizing the
value of each ad avail, and serving ad copy that is relevant to

the various segments that constitute their audience.

Measurability

Since the bi-directionality of IPTV makes it possible to collect
information about the channels that an IP device is tuned into
at any one time, it becomes possible to start developing
measurement tools, collating more accurate TV viewing
figures, and supporting ambitions to achieve the greatest

return on investment.

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

© Packet Vision 2008 20

tools, or even with VolP (Voice over IP): the viewer could click
on an ad to be put straight through to a call centre, either to
place an order (fast food would be a good example) or request

further information.

In these ways, IPTV can be used to not only create a better
profile of the consumer, but to engage them more effectively
and over time, build a relationship. With consumers having so

much more choice, this is going to be crucial.

Triple play

As telecommunications becomes increasingly commoditised,
telcos have to find a way to stand out from the crowd. Triple
play services — the delivery of voice, video and data services
over the same network infrastructure - are seen as one way to
achieve this and IPTV is helping telcos — particularly in the US
— to break into the triple play market. Since IPTV can
potentially revolutionise TV as we know it, it has the potential
to give telcos a new lease of life, creating new revenue
streams while making the most of their broadband network
investments. Rough estimates suggest that TV could increase

subscriber revenue by as much as 50 per cent.
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However, it is important to think of IPTV not just in terms of
revenue generation, but as a means to reduce ‘customer

churn’.

ISSUES AND CHALLENGES

The opportunities are clear, the
technology is maturing — so
everything in the garden is rosy —
right? Not completely. There are
many issues that still need to be
addressed. They include the

following:

Navigation

As the range of content becomes increasingly broad,
particularly with the growth of ‘on demand’ content, service
providers are going to have to work hard to make sure that
navigation is simple. A search engine is only part of the
answer. The Electronic Programme Guide (EPG) will need to
translate from 42" screens to 3” screens. The correct solution
will only be found when we understand what it is that the

consumer wants.
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Digital Rights Management

When consumers download content from certain on-demand
TV services (BBC's iPlayer in the UK, or Universal and Fox’'s
Hulu in the US), then digital rights management (DRM) means
that the programme has a limited lifetime, will expire after that
date, and has restriction on what devices it can be played on.
This is not a universal problem. For instance, the Canadian
Broadcasting Corporation has offered its viewers content via
the BitTorrent system with no DRM attached. When DRM is
not present, then consumers can port content to other devices.
For instance, they can download via the TV or Internet, and
transfer to a mobile device for viewing on a train later on.
Alternatives include multicasting of content to a number of
cache devices spread across the Internet, such as the Akamai

approach.

At the moment, the DRM issue is largely restricted to Internet
downloads, but as the growth of on-demand TV spreads and
consumers seek to port that content to other platforms, then

this will become a bigger issue for all to consider.

Available bandwidth

As we consume more and more ‘packets’ of information over

broadband networks, many existing systems will start to suffer.
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Much has been written about the resurgence of fibre optic
networks as a means to overcome future bandwidth limitations.
For instance, BT plans to include further investment in fibre as
part of its next generation network roll out known as 21CN.
However, this is not going to happen overnight, and
deployment of fibre is expensive. In many cases, making the
most of existing copper broadband lines (DSL and its variants)

will be the main proposition.

Solutions based on cable TV will have less of a problem, as
they are already using optical fibre. There are also certain
countries — e.g. in Asia — where fibre deployment is already

widespread.

IPTV is less susceptible to the problems of bandwidth than
Internet TV, because it is able to multicast content. If 1,000
viewers are watching a linear broadcast program over the
Internet at 2 Mbps, then the bandwidth used is likely to be 2
Gbps. For an IPTV service, which sends a single stream down
its core network, the bandwidth used would still only be 2
Mbps. Of course, as the number of channels increases, this

advantage decreases.

Wireless technologies could play a role. WiMax is already
being talked about as a replacement for existing ‘last mile’
technologies (cable and DSL). Within the home, WiFi is being
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challenged by the development of indoor base stations known
as picocells and femtocells. If industry analysts are right,
these will become a key enabler for mobile TV, as they will
overcome the delivery limitations experienced by existing

mobile networks when delivering bandwidth-hungry content.

Ad-skipping

For many TV advertisers, the elephant in the room is ad-
skipping. This has been made possible by PVRs and some
doomsayers believe these could spell the death of TV
advertising. The reality is likely to be rather different and
market research bears this out. Nielsen recently issued some
research that showed while viewers do skip or fast-forward
ads, ad-skipping habits vary, according to the show or whether
the programme is watched ‘live’ or later. The research cites
Survivor: China. Just under 20 % of the 5.16 million people
who watched the show ‘live’ chose to skip the ads. This may
be less than many people would intuitively expect. In addition,
the viewership was expanded to include people watching up to
three days after transmission, the total audience level rose to
6.51 million, of whom 5.23 million DID NOT ad-skip.

Furthermore, if advertisers use the benefits of services such as

Packet Vision to make ads more relevant over IPTV, then the
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theory is that ad-skipping decreases. Back in the 1950s, the
advertisements were part of the TV viewing experience (that's
where the term ‘soap operas’ comes from, because the soap

manufacturers had sponsored slots before the programme).

CONCLUSION

New technologies, new business models and new players are
shaping the future of TV. It is difficult to predict who the

winners and losers will be, but three things have become clear:

1. Everyone involved needs to keep an open mind. The
agents of greatest change may not be the most

obvious ones. They may not even be available yet.

2. Consumers dictate the pace of change. Companies all
along the television supply chain will have to work hard
to keep viewers engaged, otherwise — with so many
choices in front of them — viewers will simply go

elsewhere.

3. The winners in the TV industry will be those who
secure sustainable revenue streams - those who give
customers what they want, whether it be TV content,
the right platform on which to view that content, or

more viewer-relevant advertising to support it.
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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
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