
Making Online Profitable: The Case for 
Strategic Collaboration between Global 
Carriers and the Media Industry

1

Presented May 5, 2010 at Digital Hollywood

Hollywood & Telecom Executive Brainstorm 

Santa Monica, California



2
Global Carriers Making Online Profitable

The Team

· Thomas Rambold

Ɓ CEO, DESS Consulting - C-Level consulting with global carriers

Ɓ Former CTO , Siemens Information Networks

Ɓ Former General Manager, Siemens Broadband and Data/IP business unit

· Mark Kapczynski

Ɓ CEO, Kontrol Media ςmedia industry incubator

Ɓ VP, Advertising Solutions, Atigeoςpattern recognition software

Ɓ Former CEO, MESoft, Inc. ςtapeless workflow software for film and TV

Ɓ Former Microsoft, Director of Worldwide Media & Entertainment Solutions

· Seth Walworth

Ɓ VP Industry Marketing, Kontrol Media

Ɓ Former Director of Marketing, MESoft, Inc. 

Ɓ 30 years, telecommunications marketing and product management experience
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Our Sources

· 20+ interviews with media industry executives

· 50+ conversations with thought leaders at media industry conferences

Ɓ ad:tech

Ɓ Media Summit New York

Ɓ IAB 2010 Leadership Meeting

· Secondary research from various online articles and publications
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Our Objectives

· Review online threats to carrier and media cash cow revenue streams

· Highlight the opportunity gap in online commerce

· Identity key issues impeding online commerce

· Highlight intrinsic carrier capabilities that can solve these issues

· Propose a value-add Carrier E-Commerce and Media Services platform
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Why Work Together ςMain Themes

· Lucrative revenue sources face long term threats

Ɓ CarriersςWill mobile voice and data transport be commoditized?

Ɓ StudiosςDVD sales are falling and the TV ad market is stagnant

Ɓ Newspapers & Music ςThe sky has already fallen

· E-commerce is a key market 

Ɓ CarriersςHow do you participate in $155B* of e-commerce transactions?

Ɓ MediaςHow do you make e-commerce work for content?

· Both industries need each other to figure it out

Ɓ Carriershave unique assets they could deploy

Ɓ Media firms ςand their advertisers ςcan provide critical input 

Source: Forrester Research, "Forecast: U.S. Online Retail Sales, 2009 - 2014" 
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Carriers - Clouds on the Horizon

· aƻōƛƭŜ ƛǎ ǘƘŜ ŎŀǎƘ Ŏƻǿ ōǳǘ ΧΧΧ

Ɓ 87% U.S. market penetration*

Ɓ Price wars starting

Ɓ Massive 4G network investments

· Huge growth in mobile data traffic ςbut who gains?

Ɓ Mobile will be dominant Internet access method by 2014

Ɓ More search ads for Google

Ɓ More Facebook, YouTube, and Twitter traffic

Ɓ Lots of free Wi-Fi ςwhy buy expensive carrier data plan?

Ɓ Nightmare precedents - LD, Local, enterprise data ςtransport becomes a commodity

· Carriers are reacting

Ɓ Wholesale Applications Community initiative

Ɓ Branded hardware

Ɓ Complaints about Google getting a free ride

ΧΧ !ŘŘ ǾŀƭǳŜ ǘƻ LƴǘŜǊƴŜǘ ŀŎǘƛǾƛǘȅΣ ƴƻǘ Ƨǳǎǘ ŀŎŎŜǎǎ ŀƴŘ ǘǊŀƴǎǇƻǊǘ

6Source: Plunkett Research, "Wireless, Cellular & RFID Industry Trends"
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Media ςClouds Overhead

· Studios still healthy

Ɓ $62B TV ad revenues, $34B cable programming fees , $17B DVD sales/rentals*

· But consumers are drifting online

Ɓ 800,000 households dropped cable in last two years*

Ɓ 17 percent of weekly viewing audience watch one or two TV episodes online

Ɓ In a networked home ςwho cares where the show originates from?

· How do you make online pay?

Ɓ Internet has 34% of eyeballs ςbut only 12% of marketing spend*

Ɓ Consumers accustomed to free content

Ɓ Piracy remains a problem

Ɓ Nightmare precedent ςnewspaper and record label implosion

· Media industry is reacting

Ɓ DECE ςcontent portability

Ɓ CIMM ςcross-platform ad measurement

Ɓ TV Everywhere ςCable walled garden

Ɓ Destination Portals ςHulu, newspaper paywalls

{ǘƛƭƭ ǎŜŀǊŎƘƛƴƎ ŦƻǊ ŀƴǎǿŜǊǎ ΧΦΦ
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Source: Adams Media research: From Wall Street Journal, January 4, 2010. ñCinema surpassed DVD sales in 2009ò

Source: Convergence Consulting Group, "The Battle for the American Couch Potatoñ (TV ad, cable fee, # of subscribers leaving)

Source: Forrester Research, ñU.S. Interactive Marketing Forecast, 2009 ï2014ò
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Little Strategic Collaboration So Far

· For studios

Ɓ DVDs and TV still rule

Ɓ Cable MSOs are the strategic partners

Ɓ Carriers are considered

¶ Pipe providers

¶ An emerging TV programming outlet

¶ A source of advertising and sponsorship $$

· For carriers

Ɓ Been riding the mobile wave

Ɓ Other vertical markets ςfinancial, healthcare, retail ςare considered bigger

Ɓ Focus on cloud-based enterprise services across industries
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Strategic Collaboration is Needed

· For Studios

Ɓ Carriers ςnot cable MSOs ςare the dominant providers of online and mobile 
infrastructure

Ɓ The center of gravity for content distribution is moving online

Ɓ ¸ƻǳ ŎŀƴΩǘ  ǎƻƭǾŜ ǎǘǊŀǘŜƎƛŎ ƻƴƭƛƴŜ ƛǎǎǳŜǎ ǿƛǘƘƻǳǘ ƛƴǾƻƭǾƛƴƎ ǘƘŜ ŎŀǊǊƛŜǊǎ

· For Carriers

Ɓ Wireless data usage is expected to grow 4000% by 2014*

Ɓ You must add value to this ςor you will be a commodity transport provider

Ɓ Media firms ςand their advertisers ςwill tell you what value is needed and how to charge 
for it

9

Source: Local Techwire, March 24, 2010: "As Sprint prepares for video calls, wireless execs seek more bandwidth"
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Online Commerce ςLatent Opportunity

· E-Retail: $155B in 2009 - 6% of retail sales* (U.S.)

· E-Marketing: $26B in 2009 - 12% of ad spend* (U.S. 

Ɓ Consumers spent 34% of their media time online in 2009

Ɓ Mobile advertising was $400M

· Paid online TV/movie sales and rentals  - $361M* - 2% of total (U.S)*

· Lots of room for growth ςparticularly with a better platform

· How much of this revenue can carriers address?

Ɓ Transaction fees, Advertising services, Content distribution services, ???
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Source: Forrester Research, "Forecast: U.S. Online Retail Sales, 2009 - 2014ñ

Source: Forrester Research: ñU.S. Interactive Marketing Forecast, 2009 ï2014ò

Source: Adams Media Research: From Wall Street Journal, January 4, 2010, ñCinema surpassed DVD sales in 2009ò
Source: Convergence Consulting Group, ñThe Battle for the American Couch Potatoò
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Key Online Challenges - What You Told Us

· Advertising ROI

· Get consumers to pay for content

· Curb piracy - without irritating legitimate users

· Enhance the user experience

· Anywhere, anytime, any screen distribution

· Content discovery

· άhƴŜ-/ƭƛŎƪέ ¢ǊŀƴǎŀŎǘƛƻƴǎ

{ƻƭǾŜ ǘƘŜǎŜΣ ǘǳǊƴ άŘƛƎƛǘŀƭ ŘƛƳŜǎέ ƛƴǘƻ άŘƛƎƛǘŀƭ ŘƻƭƭŀǊǎέ
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Carriers can Change the Game
· Massive Subscriber Reach ςmobile, online, TV

· Customer Information ςSingle, integrated profile

· Start-to-Finish Session Management

Ɓ Know WHO you are, WHERE you go, WHAT you do, Start to Finish

Ɓ Track and log activities to augment profile

Ɓ Profile can travel with subscriber throughout session

Ɓ In-session content or ads are optimized to profile

· Scalable Bandwidth and Infrastructure

· Transaction, Multi-Screen, and Security Expertise

· Clout to set standards

Native strengths, barely tapped for e-content and e-commerce
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Real-Time Profiles ςA Big Step Forward

13

Real-Time User Profile
- OPT-IN (Value Exchange)
- Preferences
- Online History
- No Direct Identifiers
- Inference and Learning Engine

- Web Interface Engine

Social Media

ONLINE 
SESSION

Websites
Content
Advertising

Financial 
Transaction 
Services

Search Engines

Opt-in, secure, intelligent agent that saves time & improves relevance
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Telco Next-gen Platform

Publishers
3rd Party 

VARs Ad Agencies

Brands

Reporting

Carrier Shared 
Services

Advertising
Engine

Content
Engine

Targeting
Engine

User Profiles

Consumer

Device Platform

Åinternet
Åapps
ÅSMS
Åemail
Åvideo

Åmobile
Åpc
ÅTV
ÅάƻǘƘŜǊέ

eTailers
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