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Often hailed as one of the most potent advertising media of the next decade, mobile has yet to deliver on its promises. Through a survey among GroupM's international media agencies and a quantitative analysis of the mobile content market, Screen Digest assesses the potential of advertising on mobile media. Mobile TV and Video on Demand emerge as the most promising media, granted data prices, usability and measurements standards improve and allow for the market to reach critical mass.
Mobile can be considered the medium with the least leveraged advertising potential. First a communication tool, then a multimedia device, the ‘always on, always with you’ nature of the device offers unprecedented opportunities to reach consumers. It is in the hands of almost every consumer in developed countries and is likely to become the primary device for internet connectivity in developing countries where fixed line infrastructure has low penetration, such as China and India.

Who owns the customer?

The mobile environment is not simply the online world with a smaller screen. Mobile operators enjoy considerable power over consumers compared to an online ISP. Operators manage billing (credit cards are rarely used for payment) and collect a vast amount of user metrics. Most mobile operators run a portal and sell content. Operators often charge users for the bandwidth consumed downloading from the open internet but do not make additional charges for content downloaded from the portal. This pricing structure keeps users on the operator portal.

One of the most popular forms of advertising on the internet, search, is also under the control of operators. Many have integrated ‘white label’ search technologies that prioritise results from the operator’s own portal rather than using traditional search providers such as Google (although a minority have partnered with Google and Yahoo).

More recently, mobile operators have woken up to the potential of mobile advertising and have realised that advertisers want a mass market audience. Being able to advertise to (for example) only Vodafone’s customers in the UK is not a particularly attractive proposition to brands or agencies. These giant companies, traditionally enemies, have started to collaborate. Earlier this year, Telefonica and Vodafone both took a minority share in mobile ad specialist Amobee. The five main UK operators also announced plans to collaborate on the management of mobile campaigns across the networks.

Operators are clearly important partners. But will these companies control advertising on the mobile internet? Nokia, Microsoft and Google have been very active in developing mobile advertising operations, either internally or through external acquisitions. All three players operate ad management and serving solutions, sell content, provide location-based services and have developed mobile operating systems (Symbian, Windows Mobile and Android respectively). These tech giants have stepped into the ring, and the fight for eyeballs is only just beginning.

Beyond messaging

Current mobile advertising campaigns revolve around SMS, but as a multimedia device, the handset offers rich advertising opportunities when coupled with mobile TV, video, games, UGC or music. 
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Mobile TV is the market showing by far the most promise in mobile advertising impressions and revenue. Screen Digest predicts that the global TV advertising market tied to mobile viewing will surpass €1bn in 2011. However, mobile TV suffers from fragmentation in technology (e.g. DVB-H, MediaFLO and ISDB) that may hinder the development of standards and best practices in ad metrics. Without mobile specific ad metrics, mobile TV audience will be valued as part of the overall TV audience.
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Video clips are ideally suited to mobile’s short average viewing session time (usually under 5 minutes). Daily news and weather forecasts are valued for the time relevance and yield repetitive views. Mobile video specialists claim free, ad-supported content can generate up to 8 times more views than paid, ad-free equivalents. The market has been held back as current mobile video services suffer from poor overall content quality, with high profile rights holders licensing little content for mobile.
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The most popular form of advertising around mobile games is unique to the mobile sector. ‘Wrapping’ technologies take the code for a mobile game and dynamically insert ads before and after gameplay sessions. The technologies also communicate back metrics and game usage information. Initially composed mostly of lower quality titles, ad-funded catalogues now include older premium titles from established publishers (such as Vivendi and Konami) hoping to generate additional revenue through new business models. Over 22 million ad-funded games were downloaded over the past 12 months.

Finally, music has proved popular as a promotional item in mobile marketing. However, Screen Digest does not expect advertising funded mobile music services to succeed. Recent trials have shown little promise and services have not proven successful online. Perhaps most critically, the music labels are not interested in advertising. The labels have been moving to provide music free to the consumer, but this has been through bundling with hardware, such as the collaboration with Nokia for the ‘Comes with Music’ handsets. Advertising based business models are unlikely to be used by the labels unless hardware bundling proves a failure.

Our survey says…

To assess the current perception and potential of mobile advertising Screen Digest conducted a survey in collaboration with GroupM. Screen Digest was given access to GroupM’s advertising agencies in 25 countries and interviewed executives at mobile operators, ad specialists and mobile search providers.

The majority (87%) of advertising agencies do not use mobile advertising yet. Consistent with the view that mobile is a small but growing medium for advertising, average mobile campaigns run for the first half of 2007 (4.2 campaigns per agency) exceeded average campaigns run for the entire year 2006 (3.6). Promotional content is still favoured over rich media ad embedding, partly because mobile advertising is still considered at an experimental stage. Of the agencies which had already trialled mobile advertising, 75% had used at least once mobile content as a promotional item, while 67% had at least once placed an ad in rich media (mobile TV, video or games).

One of mobile advertising’s unique features, geo-location, was cited by 60% of respondents as its major advantage. Mobile advertising was also highly rated for its interactivity, targeting efficiency and high response rates. The current user experience is not perceived well, with poor usability and handset limitations the two factors most (56%) of the respondents cited as drawbacks. The lack of clear metrics was also a major drawback, and reinforces the view that this is an industry in its infancy.

Mobile advertising, and mobile rich media advertising in particular, is a growing industry with a rapidly evolving landscape. The potential is huge. Now that online advertising is becoming established, some of the world’s largest companies are vying for control of what they see as the next major advertising medium. 

Screen Digest's report on rich mobile media advertising will be published in April 2008. For more information see www.screendigest.com
