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TV-centric advertising

Most of the discussion thus far has been largely TV-centric. This equates to a

mass audience approach to advertising, and has led to a largely unsophisticated
sales process and ad placement regimen built around local and national market
measurementstt. To be fair, in many countries it has evolved from treating inventory
as spots in slots to segmenting the viewing audience in terms of base and sub-
demographics, and valuing the audience in terms of impressions, rather than
viewers who happen to appear at a particular part of the program stream. As
audience sample measurements have become more timely, and generally perceived
as more accurate, we have seen service providers and aggregators shift from spot
management to audience management practices. Those that have embraced
audience valuations have generally fared better economically than those managing
spot inventories.

Client-centric advertising

Client-centric advertising focuses on the device leveraging information utilizing
tokens (or cookies) and history in placing candidate consumer ads. This technique

is much more scalable, as the processing for ad placement is largely done by the
client device. Some set top boxes, mobile phones, and PC browsers are employing
the same approaches. The unique value of this approach is the ability to aggregate
feedback and responses in real time, rather than waiting for the next survey
sampling or set top box polling aggregation to provide insight. This value has directly
translated into advertising ROIls addressing the classic “Half the money | spend on
advertising is wasted; the trouble is, | don’t know which half”.*?

Webification

No discussion would be complete without the mention of Google, Yahoo, and MSN.
As an example, Google’s forays into the non-Web space, initially with the acquisition
of dMarc for Radio*® and subsequently with the internal trials, partnerships, and
development of video insertion, suggest that their approach to a three-screen
coverage is largely an extension of their current business model. Clearly, it would
make sense to leverage that approach as a single purchasing point for advertisers.
However, it does not make sense for those telecommunications providers and cable
companies that are supplying these models with the bandwidth necessary for this
business model. It makes even less sense for these service providers to share their
revenue in order to provide a conduit to the subscribers that they have painstakingly
collected.

11 This Business of Television, Howard Blumenthal and Oliver Goodenough, Billboard Books, 1998, ISBN 0-8230-7704-7.
12 John Wanamaker (1838-1922), owner of America’s first department store.
13 Google to Acquire dMarc Broadcasting, Google Inc., Mountain View, CA, January 17, 2006.
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Conclusion

Targeted advertising conversations range widely, depending on whether the
discussion is with the advertiser, the agency, the content provider, the service
provider or aggregator, different roles in each of these organizations, or the
consumer. Furthermore, these discussions are filtered by institutionalized workflows,
and tend to be very subjective and defined by the technical capabilities of the
content delivery platform and attached devices.

This leads us to conclude that for advanced advertising to evolve effectively and
assist in the transition to new media business models, we need to address both
technical and business requirements. Specifically:

» Advertisers need to think differently. They need to push the envelope of the
currently institutionalized media value chain. They’ll need to ask for more, and be
prepared to pay for a real media ROI.

e Agencies need to think multi—multimedia, multinational, multiaudience,
multiscreen. They need to understand that marketing concepts need not be siloed
after media budget allocations are made, and aggregate audiences up rather than
split budgets down. This requires agencies to buy media and develop creative in a
more integrated fashion.

e Service providers and aggregators need to manage their audiences in a more
value-centric manner. Audience measurements must be meaningful to advertisers
and agencies alike. Multiscreen platform measurements need to reflect value, and
not just be ‘deal sweeteners’. They need to consolidate platforms and workflows,
and realize that digital content is data that can be automated and scaled.

e Consumers need to understand that advertising is a valuable service. It subsidizes
their content experiences. They must understand that their time, privacy, and
payments have value that they can balance across the wide choice of mediums
increasingly being presented.

These changes will not happen overnight. That is why this transition to a digital
media business is so painful. The technology is constantly evolving, and the pace at
which it can be deployed is a function of economics and coexistence. There is one
constant beyond change itself, and that is that the days of proprietary infrastructures
are numbered and the future is IP. As the industry collectively marches down this
path of targeted advertising, privacy issues are likely to become a major feature in
the discussion. A balance between consumer and marketing must be bargained.

As we move from a centralized scheduled world of media to a more interactive user-
engaged world, we will start seeing increased self-organization in the media system
as a whole. This kind of intelligent systemic behavior, based upon simple rules of the
component pieces, is best understood in the context of Emergence Theory*. But that
is beyond the constraints of this discussion.

14 Emergence: The Connected life of Ants, Brains, Cities and Software, Steven Johnson, Touchstone Press, 2002,
ISBN 0-684-86875-X.
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Appendix A
State of the Industry Over the Last 90 Days

This chapter provides excerpts from articles that describe the state of the industry.
WPP Division Stakes Claim to Data From Its Online Ads

“When it comes to data ownership, the web is still in the Wild West phase, but
WPP Group’s media-buying arm, Group M, laid down the law recently by changing
the terms of its online-ad deals to the following: “All data generated or collected
by the Media Company in performing under this Agreement shall be deemed
‘Confidential Information’ of Agency/Advertiser.”

With that phrase, Group M is making it very clear where it stands on a debate
that’s been around since the dawn of internet advertising in the mid-1990s: Who
owns the data and under what terms? Group M Interaction CEO John Montgomery
casts the move, first reported by MediaPost, as standardizing the way business

is increasingly being done at the world’s largest media-buying firm. “It’s to

ensure that data is confidential and cannot be accessed by our competitors,” Mr.
Montgomery said. “It’s a loophole we wanted to close.””*

Mobile Hotel Bookings Show ROl in Recession

“Hotel operator Marriott reported an earnings loss for the fourth quarter last
week, but there’s one small encouraging sign: the chain’s mobile bookings.

Marriott Mobile generated $S2 million in gross revenue between its August 2008
launch and the end of the year. But revenue from mobile bookings in January
was headed upward fairly quickly, the hotel chain told Ad Age. Meanwhile, Omni
Hotels’ mobile site has grown 85% in the past six months, and Hilton’s mobile
channel has generated a 22% return on investment for the brand. Those kinds of
numbers are bright spots in a tough time for hoteliers - and they show that even
in recession, companies are willing to invest in and experiment with new media
when the ROl is clear.

... A third of U.S. travelers have used their mobile phones to access the internet,
although only 15% of travelers showed interest in purchasing travel using their
handsets, according to a PhoCusWright survey based on about 800 responses. On
the upside, 48% of travelers who earn more than $200,000 a year said they were
open to getting travel offers, vs. 32% of those who earn less. Twenty percent of
the highest-earning group said they were interested in mobile bookings, likely
because they’re early adopters.”®

15 WPP Division Stakes Claim to Data From Its Online Ads, Michael Learmonth, AdAge.com, February 9, 2009.
See http://adage.com/abstract.php?article_id=134414

16. Mobile Hotel Bookings Show ROl in Recession, Rita Change, AdAge.com, February 19, 2009.
See http://adage.com/abstract.php?article_id=134711
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The Next Business Model for Ad-Supported TV?

e “Many in the advertising business are calling for a new business model for ad-
supported TV. It is clear that the value of traditional TV as a medium for delivering
advertising messages effectively is quickly eroding, and there is a scramble for
new technologies and models to fill the void. Three current and emerging ways for
consumers to get TV or video content (including advertising) offer a good place to
start to understand how we might answer these calls for change:

1. Traditional, linear-programmed, multichannel TV with optional DVR
and video on demand delivered by cable systems, telecoms or satellite
providers. Greater two-way interactivity is one or two years away.

2. Behaviorally or demographically addressable ads delivered at the
household or sub-household level using TV-distributor data within
acceptable privacy guidelines (baby-food ads in homes with babies, for
example).

3. Consumers searching for and fetching desired programs from internet sites
via broadband, bypassing cable or satellite services and bundled networks
entirely. Content may be played on computer or TV screens.

It is noteworthy that the more-traditional delivery methods (Nos. 1 and 2 above)
can be described with a verb that denotes a push of content (“delivered”), while
the third method uses verbs that indicate an active choice by the viewer (“search,”
“fetch—a pull of content. Even consumers in scenario No. 1 are searching for,
recording and retrieving content through their DVRs and watching their choices
when and where they want to - and, by the way, skipping the commercials.
Consumers are increasingly embracing these more-empowering ways to enjoy
programs on their terms, and advertising is being bypassed in the process.””

The New World of Apps-Only Advertising

“The widgets and other applications that were little more than digital window
dressing a few years ago have exploded into a vast new advertising venue. Many
apps now draw millions of users each day at the same time they’ve become a
broadly networked social medium in their own right. And, that, in turn, has given
rise to a new sort of apps-only media-buying agency.”®

TV Everywhere —As Long As You Pay for It

“leff Bewkes hopes to put more TV on the internet, but he’s going to make
consumers prove they’ve paid for it. ... If you want to watch your favorite TV
network or shows through broadband on any device - PCs or mobile - you can
do it as long as you subscribe to any multichannel provider,” Mr. Bewkes told
Advertising Age. “It’s a natural extension of the existing model.””**

17 The Next Business Model for Ad-Supported TV?, John Osborn, AdAge.com, February 20, 2009.
See http://adage.com/abstract.php?article_id=134746.

18 The New World of Apps-Only Advertising, Hoag Levins, AdAge.com, February 23,2009.
See http://adage.com/video/article ?article_id=134798

19 TV Everywhere —As Long As You Pay for It, Michael Learmonth, AdAge.com, March 2, 2009.
See http://adage.com/abstract.php?article_id=134961
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The initiative, dubbed “TV Everywhere,” is intended to be an industrywide effort,
and Mr. Bewkes expects to ready a test of it this year. “This is not just for the cable
industry,” he said. “It’s about keeping the health of all these fantastic networks
while making them available at no extra charge on the online platform.”

Cable TV is one of the few sources of subscription-based content that most
Americans have shown a willingness to pay for. Yet that’s what keeps most of its
programming off the web, as the networks fight to keep the 50% of their revenue
that comes from cable subscriptions from suffering the same fate as newspapers
or record labels.

Both the networks and cable operators have a lot to lose if the subscription
model breaks down, but the networks are particularly vulnerable. For the last
two decades, cable has dined out on broadcast ad dollars, moving from 20%

of their revenue from advertising to 50% today. But the salad days are over; TV
advertising is flat, and operators such as Viacom have sustained themselves with
subscriber revenue in the midst of flat or declining advertising.

Advertisers Get a Trove of Clues in Smartphones

“The millions of people who use their cellphones daily to play games, download
applications and browse the Web may not realize that they have an unseen
companion: advertisers that can track their interests, their habits and even their
location.

...“It’s potentially a portable, personal spy,” said Jeff Chester, the executive
director of the Center for Digital Democracy, who will appear before Federal

Trade Commission staff members this month to brief them on privacy and mobile
marketing. He is particularly concerned about data breaches, advertisers’ access
to sensitive health or financial information, and a lack of transparency about
how advertisers are collecting data. “Users are going to be inclined to say, sure,
what’s harmful about a click, not realizing that they’ve consented to give up their
information.”

For now, advertisers are using a wide lens to survey people’s behavior on phones,
aiming at people by city rather than by specific neighborhood or street.

...“Everyone’s in an arms race to find out more and more about their users,” said
Eric Bader, the managing partner of the mobile advertising firm Brand in Hand.
Even application developers are handing over information about their customers
to marketers. Dockers San Francisco, a brand of Levi Strauss, for instance, is
beginning a campaign this week that will run on applications like iBasketball and
iGolf. It will show a model wearing khakis, and the iPhone customer can shake the
phone to see the model dance.
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...Advertising systems can track not only the location of the phone, but also
that person’s travel pattern: uptown New York to Nob Hill in San Francisco, for
instance.

...For now, there are not enough people using smartphones to make it worthwhile
for advertisers to use highly specific criteria. But as more people switch to
smartphones, that will happen more frequently. The smartphone market in North
America increased 69 percent in 2008, according to the research firm Gartner.”®

Cable Faces Tough Upfront Market

“As the broadcast networks gear up for what’s shaping up to be their most
challenging upfront yet, the picture for cable is clouded with the same economic
uncertainty that’s already prompting advertisers to cancel as much as 10% to
14% of their first- and second-quarter upfront commitments. The cable upfront,
which last year increased by 9.3% to $7.65 billion, according to the Cable
Advertising Bureau, is working overtime to maintain its momentum as advertisers
cut back on everything from volume of inventory bought to number of networks.

...As one media buyer told Ad Age, “If you bought eight or nine cable networks
last year, you’re probably only going to buy four or five that really work for you
this year.”

But CAB CEO Sean Cunningham noted that so far some cable networks are doing
fine, thanks to what he characterized as a “flight to quality, a flight to the right

kind of value in that it’s properly priced as an offering that only gets better with
every week, month and quarter.”

Cable’s relative strength will also be a direct result of its continued ratings
growth, as it now controls 58% of season-to-date prime-time viewing compared
with broadcast’s 36% share, according to research from Interpublic Group of Cos.’
Magna Global. That’s up from cable’s 56% share of prime vs. broadcast’s 39%
share last season.

...In certain cases, such as Time Warner’s CNN, some networks that have large-
scale online audiences are seeing upfront redistribution from their TV property

to the web. Greg D’Alba, CNN’s exec VVP-ad sales, said, “Even if we do have a
fluctuation in terms of options, we’re seeing a lot of that money stay in-house and
move from platform to platform.”

... Those outperforming the market thus far are demographically targeted
networks such as MTV Networks’ Comedy Central, Spike and TV Land, which cater
to young adults, young men and baby boomers, respectively. MTV’s Mr. Lucas said
Comedy and Spike are outperforming the market thus far based on little exposure
to automotive cutbacks and strength among thriving categories such as video

20 Advertisers Get a Trove of Clues in Smartphones, Stephanie Clifford, nytimes.com, March 11, 2009.
See http://www.nytimes.com/2009/03/11/business/media/11target.html?_r=1&scp=1&sq=advertisers%20get %20
a%20trove %200f%20clues %20in %20smartphones&st=cse
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games, fast food, movies and home entertainment. “Targetability - getting the
audience you need to get to move the product with little waste in an efficient
manner - is what’s winning out this year,” Mr. Lucas said.”*

NBC’s Zucker Defends Network’s New Programming Schedule

“NBC Universal CEO Jeff Zucker tried to put the best spin possible on the media
industry’s increasing woes, saying during a question-and-answer session
today that he was placing faith in his company’s cable assets while NBC and
others attempt to figure out how to monetize TV and other programming in an
increasingly digital world.

...”I don’t want to say ratings don’t matter, because they do. This is not about
ratings don’t matter. This is about they are not the only gauge of success,” Mr.
Zucker said. “We’re in show business, and the show is important, and the business
is important. | think it was easier to be in the show when the business was easier,”
he said.

The media chief said NBC Universal was making some progress in the quest

to monetize traditional TV content online. Where he once warned that media
companies could not afford to lose analog dollars in exchange for digital pennies,
he joked today that he felt NBC was now able to get “digital dimes.”

...The TV business will remain in transition for some time to come, he added.
“What we’ve lost in terms of viewers and ad dollars on the traditional audience
system is not being made up, not even close, on the digital side. Until we do that,
there is a risk,” he said. “I think we’ll get there, but can we survive from here to
there is the question. A lot of newspapers have not been able to survive, and a

lot of local TV stations are having trouble surviving. So we believe in ubiquitous
distribution. We want our content to continue to be available. We want to find an
economic model that makes sense” and “the next two to three years is going to be
what that’s all about.””?

Future May Be Brighter, but It’s Apocalypse Now

“The toll will be so vast - and the institutions of media and marketing are so
central to our economy, our culture, our democracy and our very selves - that it’s
easy to fantasize about some miraculous preserver of “reach” dangling just out
of reach. We need “mass,” so mass, therefore, must survive. Alas, economies are
unsentimental and denial unproductive. The post-advertising age is under way.

This isn’t about the end of commerce or the end of marketing or news or
entertainment. All of the above are finding new expressions online, and in time
will flourish thanks to the very digital revolution that is now ravaging them.

21 Cable Faces Tough Upfront Market, Andrew Hampp, AdAge.com, March 16, 2009.
See http://adage.com/abstract.php?article_id=135252.

22 NBC’s Zucker Defends Network’s New Programming Schedule, Brian Steinberg, AdAge.com, March 18, 2009.
See http://adage.com/abstract.php?article_id=135320.
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The future is bright. But the present is apocalyptic. Any hope for a seamless
transition - or any transition at all - from mass media and marketing to micro
media and marketing are absurd.

The sky is falling, the frog in the pot has come to a boil and, oh yeah, we are,
most of us, exquisitely, irretrievably [destroyed].

...Amid 23% population growth in the past two decades, U.S. newspaper
circulation has dropped 20% - one reason your morning paper, downsized every
which way, is no match for a stiff breeze. Craigslist, siphoning off $7 billion worth
of classifieds, is another.

...On the plus side, thanks to the internet, all of these papers - especially the
Times - have seen their readership soar. ... 1) Nobody clicks on ads, because why
would they? 2) The virtually infinite supply of online ad inventory will always
depress the price even the best publisher can fetch. Always. Immutably. Forever.
Mass media thrived on the economics of scarcity. The internet represents an
economy of unending abundance.

...In 2008, newsstand sales - the profit engine of the industry - fell 12%. According
to Media Industry Newsletter, gross ad pages so far in 2009 have dropped a
staggering 22% - that coming off a dismal 2008. In recent months, Condé Nast
has folded Domino, Meredith has folded Country Home, Ziff-Davis has folded PC
Magazine, Hearst has folded CosmoGirl and O at Home, The New York Times has
folded Play, and Hachette has folded Home.

... Bernstein Research predicts a 20% to 30% drop in 2009 TV station ad revenue.
Stations’ share of TV ad dollars, according to TNS Media Intelligence, dropped
to 26% in 2007 from 34% in 2000. Affiliate fees from networks have essentially
disappeared, and the values of local licenses have plummeted, resulting in
massive write-downs by ownership groups. And two of the four major networks
- CBS and NBC - have publicly hinted that the days of distributing programming
over the air via affiliates are numbered.

... According to Nielsen Media Research, in the last reporting period, CBS’s prime-
time audience was down 2.9%. ABC was down 9.7%, Fox was down 17.5% and
NBC was down 14.3%.

... The average price of reaching 1,000 households with a 30-second spot in prime
time, according to Media Dynamics, has jumped from $8.28 in 1986 to $22.65 in
2008 - but effectively more like $32, because between 150 and 200 of those 1000
households use DVRs to skip past the ads.

... Cable has problems of its own. It’s no more DVR-proof than broadcast. It is also
suffering a sort of distribution autoimmune disease, wherein the body attacks
itself. The very coax the industry has been stringing for 50 years is now the pipe for
broadband, which households increasingly are using to bypass pay cable entirely.
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... Yahoo, at about 3.5 billion daily page views, is the most visited website in the
world. In 2008, it had a profit of $424 million on $7.2 billion in revenue. Not too
shabby, unless you compare it with 2005, when the company had a profit of $1.9
billion on revenue of $5.3 billion. Last spring, after a prolonged dance, it finally
rejected Microsoft’s takeover bid at $33 per share, or about $50 billion. Yahoo now
trades in the range of $12, for a market cap of $17 billion.

... The fundamental obstacle for online publishing, according to the president of
the Interactive Advertising Bureau: “It couldn’t be more straightforward,” Randall
Rothenberg says. “It is a disequilibrium between supply and demand.”

... But why pick on poor Yahoo? Consider Twitter, Facebook and YouTube, which
among them have altered human behavior of a grand scale. Two and a half years
ago, Google paid $1.65 billion for YouTube. The 2008 payoff: about $90 million

in ad revenue - which might (but probably won’t) cover the costs of copyright-
infringement litigation and certainly won’t cover bandwidth charges. Facebook,
whose 2007 valuation of $15 billion has shrunk to about $3.7 billion, had 2008
revenue estimated at $300 million. And Twitter had $o.

Thus, the mantra: “We have the audience. All we need is a business model.” As if
adequate revenue were somehow guaranteed by physics or heavenly deity. It isn’t.
I’ve pored over Isaac Newton and the Ten Commandments. There is no “Thou
shalt monetize.””?

Digital Media in Tough Times —Key Takeaways

3
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In the absence of new infrastructure buildouts and lengthening
sales cycles, vendore are likely the worst hit. They will necessarily
have to reinvent their business models to survive in this market.

There are newer media avenues to put out content, but few
means to monetize it. Already struggling against free
content overflow over the Internet, content providers
will also have to deal with lack of traditional advertising.

While large system integrators will continue to have
an increased role in enabling cost-effective and
efficient workflows, smaller niche providers
will struggle as business starts shrinking
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Service providers will experience a marginal
decline in revenues. There will be price-

driven competition. Competition will grow
from Internet based service providers.

Consumers will be least affected
as they will continue to gain
access to digital content

over multiple media

Low

23 Future May Be Brighter, but It’s Apocalypse Now, Bob Garfield, AdAge.com, March 23, 2009.
See http://adage.com/article?article_id=135440.
24 Source: Frost & Sullivan, March 26, 2009.
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Group M Revises Media-Spending Forecast Downward

“WPP’s Group M announced today that it has revised its measured-media-
spending forecast for 2009, and the news isn’t good. The media unit predicts that
global measured media spending will drop 4.4% to $425 billion, a much bigger
drop than the 0.2% it predicted back in December.

The group said it expects a near identical drop of 4.3% to $155 billion in measured
media spending in the U.S., rather than the 3% it predicted in December. Looking
forward, Group M said the industry could see a drop of 6.8% in the U.S. in 2010.

London-based Adam Smith, futures director at Group M, said in a statement: “The
2008/2009 period is now a more serious advertising recession, in scale, duration
and relative to the global economy, than the extraordinary 5.1% real-terms post-
dot-com global advertising correction of 2001.””%

Mindshare’s New Metric for Web Video: Gross Ratings Points

“Good news for online video: Mindshare, a unit of WPP’s giant media buying
operation GroupM, is embracing a new metric that could speed the migration of
TV advertising dollars to the web.

Since YuMe specializes in placing video ads in premium video, including TV shows
on the web, a GRP metric will allow an advertiser to buy both TV and online for
the same campaign on the same standard.

The agency is throwing its weight behind a translation of TV’s gross ratings point
to online video developed with video ad network YuMe, meaning Mindshare
clients such as Unilever and Ford will start buying online video on a gross-ratings-
point basis, the same way they buy TV.

Agencies have for some time looked for a way to measure online video in terms
of gross ratings points (GRPs), or the sum of the reach of a campaign times the
frequency that the target audience was exposed to an ad.”?®

Verizon Promises Targeted Advertising By End of Year

“Targeted, web-like TV advertising has been long-promised, but will Verizon’s
FiOS, a relative latecomer to the party, be the first to deliver it?

Verizon will start targeting advertising on a household level by the end of the
yeat, allowing advertisers to target homes, rather than shows, or to buy specific
demographics and behaviors via the set-top box. “This is not something on the
drawing board; it’s what we’re doing right now,” said Verizon CMO John Stratton
at Advertising Age’s Digital Conference in New York.”?

25 Group M Revises Media-Spending Forecast Downward, Michael Bush, AdAge.com, March 31,2009.
See http://adage.com/abstract.php?article_id=135683.

26 Mindshare’s New Metric for Web Video: Gross Ratings Points, Michael Learmonth, AdAge.com, April 6, 2009.
See http://adage.com/mediaworks/article?article_id=135812.

27 Verizon Promises Targeted Advertising By End of Year, Michael Learmonth, AdAge.com, April 7, 2009.
See http://adage.com/digital/article?article_id=135853.
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The Dawn of Cable TV’s Addressable Advertising Nears

“Canoe, the technology consortium backed by the country’s six largest cable media
companies, will launch the television industry’s first national addressable advertising
system next month. A long-talked about concept, national addressable advertising
means a single advertiser with a single placement can simultaneously target
different versions of a commercial at different demographics of cable subscribers
across the entire country. The move is a major step toward a TV experience that is
more internet-like.”®

YouTube Moving the Needle on Ad Sales

“YouTube is still Google’s toughest sell to advertisers, but the video site is doing
better by one measure than most people think: YouTube is selling ads against about
9% of its video views in the U.S., up from just 6% a year ago. YouTube declined to
comment on the exact rate at which it is selling ads and keeps the exact percentage
a closely held secret. But Shishir Mehrotra, YouTube’s director-product management,
told Ad Age that the company is selling ads against “hundreds of millions of views”
each month. More important, he said, YouTube is selling ads against more videos
than its nearest competitor has total views.

A YouTube spokesman confirmed that the social site is placing ads on more videos
than Fox Interactive Media, parent of MySpace and IGN Entertainment. Fox
Interactive ranks No. 2 by ComScore’s measure, with 463 million views in February, or
about 8.7% of YouTube’s 5.3 billion views in the U.S.”*

Three Out of Five Broadcast Networks Down in Ad Revenue

“Three of the nation’s five big broadcast networks showed year-over-year declines in
2008 ad revenue, according to TNS Media Intelligence, a sign that one of the media
industry’s most stable venues continues to struggle in an extremely challenging

and changing economic and media landscape. In 2008, only News Corp.’s Fox and
General Electric’s NBC mustered gains in ad sales, and one analyst suggested the

two networks may have benefited from broadcasting either the Olympics (NBC)

or the Super Bowl (Fox) in that year. “In general, it was a disastrous year for most
advertising-based media,” said Marci Ryvicker, a media-industry analyst for Wachovia
Capital Markets...

The 2008 numbers are notable because it’s relatively rare for broadcast revenues to
decline from one year to the next. Indeed, until 2008, CBS’s ad revenue as measured
by TNS had risen steadily from 2005, when the network took in about $6.674 billion.
Likewise, ABC took in about $5.897 billion in 2005, and had seen steady increases.
Of the four biggest broadcast networks, only NBC, beset in the last several years

by ratings declines and programming issues, saw its 2007 ad revenue decrease
noticeably from the about $6.02 billion it raked in during 2006.”%°

28 The Dawn of Cable TV’s Addressable Advertising Nears, Hoag Levins, AdAge.com, April 8, 2009.
See http://adage.com/video/article ?article_id=135856.

29 YouTube Moving the Needle on Ad Sales, Michael Learmonth , AdAge.com, April 8, 2009.
See http://adage.com/digital/article?article_id=135859.

30 Three Out of Five Broadcast Networks Down in Ad Revenue, Brian Steinberg, AdAge.com, April 7, 2009.
See http://adage.com/mediaworks/article?article_id=135852.
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For more information

This white paper is sponsored by the Sun Microsystems Communications and Media
Industry Practice and Sun’s executive Media Advisory Board (MAB). Led by Sun and
leading media industry executives, MAB is focused on identifying practical solutions
to shared business challenges of cable and TV programmers, broadcast networks,
film studios, and other major content owners and aggregators. The paper was first
presented to participants of a Sun MAB roundtable on Advanced Advertising held

at the 2009 NAB conference in Las Vegas. In making this work freely available, Sun
MAB’s intent is to foster industry dialog on certain technologies and practices that
have potential to accelerate the realization of digital distribution business benefits,
particularly as they pertain to video content. The paper is available on sun.com.
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