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Foreword



T



elevision is dead. Long live TV. For years we have been hearing about the death of traditional television. There is a grain of truth here…television no longer looks like it used to. In the very early days, programming stopped in the overnight hours. Later, the birth of cable TV supplanted the traditional broadcast network model. Even just a decade or so ago, the medium had adapted to the multi-network, 24-hour programming model of cable. Now, digital technology is yet again transforming the medium—not only how programmers and advertisers reach their audiences, but also how people actually view television content. These days, watching TV no longer requires owning a television set. All media, including television, is focusing more on personalized and customized content. All media is also becoming more accountable. These changes mean that legacy measurements are no longer up to the job. Television advertising, like the whole ad market, continues to reshape itself. Technology has transformed the back end so much that the creators of the first real television advertisement in 1941—“America runs on Bulova time”—would likely recognize the end product, but hardly any other parts of the practice today. While television advertising is still not quite able to adapt in real time, it does offer much more flexible optimization options and more transparent measurement capabilities than ever before. And the smart marketers are learning how to take advantage of this. As CEO of Simulmedia, I spend a lot of time thinking about technology in advertising. This report examines the state of the market and gets into the heads of the advertisers and marketers who place ads on TV. We get a chance to see how brands are dealing with these changes, and get a glimpse into the future of TV advertising. Dave Morgan CEO Simulmedia
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Overview



T



he landscape of television advertising is changing. It is a mature format that is shifting in the face of new technologies and the rapidly evolving media marketplace. While it once meant only broadcast or cable seen on a television set, only a third of companies in this Forbes Insights/Simulmedia survey define television advertising that way now. Half consider TV advertising to be linear advertising (broadcast or cable) seen on any device, and a fifth think of it as any video on any device. While the media industry is being forced to adjust to this new normal, which challenges preconceived notions about TV viewing, brands still recognize that television remains a dependable means of delivering brand messaging. Indeed, TV still gets the lion’s share of the ad budget. However, in this era of digital advertising and big data, in which consumers often have a choice about whether or not to view ads, advertisers are more pressed than ever to demonstrate both value and a true return on investment for their ad spending.



key findings • Television remains a critical advertising platform, despite the fragmenting media market. Four-fifths of the companies surveyed consider TV advertising a must-have—either as a key part of their branding strategy or as an adjunct to other marketing and advertising methods. • Identifying ROI is the biggest challenge with linear TV advertising. Almost half of the survey respondents consider this a challenge, suggesting that despite a wealth of both new and traditional metrics, advertisers are not yet able to understand the intricacies of how to get the most value from, and measure the impact of, TV. • Brands are not yet embracing newer metrics for TV ads. The most popular methods for measuring success of TV advertising are more traditional metrics of increased brand awareness and increased sales, and not the granular measurements that are seen in digital advertising. • Brands prefer to segment by audience. It is the most popular way to target TV ads and will be beneficial as brands make the transition to using new metrics to track true ROI.
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Television Advertising Is a Must-Have Despite the changes in the advertising landscape, advertising on linear TV (broadcast and cable) remains a must-have, not just a nice-tohave, for the majority of brands. Figure 1. Which best describes how your organization views linear television advertising? (By advertising budget) total



$1M-$4.9M



$5M-$9.9M



$10M-$24.9M



>$25M 2%



4% 10% 18% 40%



36%



11%



15%



27% 34%



19%



39% 38%



35%



46%



45%



39%



41%
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Note: Numbers may not add to 100% due to rounding.



While brands value TV, digital is indeed making inroads “TV is the single most important medium in which we work,” says Drew Slaven, vice president of marketing at as an advertising vehicle. Its rise in the past three to five years Mercedes-Benz USA. “It is an awareness machine. Despite has affected how companies allocate their limited budget doldigital and social media, TV is the medium that gets people to lars. Budgets for digital have increased at a much higher rate than for television, and eight in 10 companies report recent understand our brand.” Mike Watson, vice president of product strategy at Cree, increased budgets for digital and expect to see budget increases Inc., a maker of LED lighting and semiconductor products, for digital in the near future. Expedia is factoring in digital media, though television agrees. “Television advertising is the best awareness generaadvertising remains a key part tor,” he says. “Though it is of its marketing strategy. “It’s a expensive, it’s a tried-andseesaw,” says Vic Walia, senior true way to develop brand director of brand marketing at awareness. It’s our way of Expedia. “Digital can’t scale introducing ourselves and the as fast as TV. One end is telebrand personality to potential vision—with high reach, low customers.” CPM and a lot of content. The As the number of viewing other end is digital—with low options for what was tradireach, high CPM and not much tionally considered television video content. It’s a question of content increases, most adverhow do I continue to be reletisers feel positive about this —VIC WALIA vant for my audience.” transformation—six in 10 say Senior Director of Brand Marketing, Even with all the attenthis allows them to better segExpedia tion on digital advertising, TV ment their audience and/or budgets remain robust, which reach them in more places.



“We think a lot about TV advertising. It is a good platform for us and has the highest reach. It is the core, with respect to our brand marketing.”
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is an indicator of the value the medium has for brands. Indeed, TV makes up the largest share of advertising budgets, no matter the size of the budget. Half of the companies surveyed report an increase of some sort (slight or significant) in budget for TV advertising in the past three to five years, and half expect it to increase in the near future as well. “We think a lot about TV advertising,” says Walia. “It is a good platform for us and has the highest reach. It is the core, with respect to our brand marketing. It is where we spend the



bulk of our dollars, though not the bulk of our efforts.” “TV is the lion’s share of the budget,” says Slaven. “Digital, such as pre-roll or YouTube, is a very small piece.” Looking more closely at budgets, advertisers anticipate that allocations of television budgets will shift in the coming years. Three-quarters believe that they will do some shifting from linear television advertising to over-the-top television advertising, reiterating the notion that TV will remain powerful, even as its definition continues to evolve.
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Identifying ROI Remains a Challenge



E



ven with the generally positive mood about TV, the number one challenge brands face is measuring return on investment for TV advertising. They struggle to truly tie their advertising efforts to benefits. The next biggest challenges for most: reaching a specific geographic audience and determining that the TV ad (and not other



Figure 2. How do you measure outcomes of your TV ad campaigns? Increased brand awareness 49%



Increased sales 44%



Cost per thousand (CPM) 33%



Gross rating points (GRP) 31%



Direct website traffic 30%



Cost per point (CPP) 24%



Branded keywords search 22%



Return on advertising spend (ROAS) 22%



Social media mentions 16%



Increased phone calls 14%



Lead generation 14%



Other business outcome 3%



0%
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50%



100%



media channels) is what drove the consumer to take action. When measuring outcomes from the ads they place on television, advertisers use two primary metrics: brand awareness and increased sales. The retail industry leads the charge here, with the highest response rates for both brand awareness (60%) and increased sales (57%). While it is a critical benefit of TV advertising, brand awareness has always presented companies with a measurement challenge, one that is even more clearly an issue in this digital age of instant feedback and adaptation. Brands don’t get realtime data to help guide them, and the typical measures for brand awareness are time consuming or labor intensive. Customer surveys are the most popular measure (62%); but brands also spend energy and budget dollars on third-party research (56%) and focus groups (48%). “We do quite a bit of measurement,” says Cree’s Watson. “And that has a unique set of challenges, which is why we don’t view it as a monolithic measure. We look at a number of metrics and considerations—from traditional measures like net promoter score and brand health to subjective indicators relative to our business objectives (such as prospect references or increased share of voice during campaign periods). Among the challenges, timing of measurement is important, so we look at weekly and aggregate measures. Audience segmentation awareness is another main consideration—we measure consumer awareness against specific target populations and geographic variations of these segments.” When asked how they tie TV advertising to increased sales or other business outcomes, most brands say they look at aggregate purchase data and website visits after an ad is run. A distant third is measuring in-store visits after an ad runs—a significant measurement for the entertainment and media industry (75%) and an almost meaningless number in financial services (16%). Website visits are a key way Expedia ties its TV advertising to outcomes. “When tracking our offline advertising, we



“We do quite a bit of measurement. And that has a unique set of challenges, which is why we don’t view it as a monolithic measure. We look at a number of metrics and considerations.” —MIKE WATSON Vice President of Product Strategy, Cree, Inc. know what we bought and where,” says Walia. “We look at last touch attribution on our website. This gives us a relative measure of network and program effectiveness, as well as creative effectiveness.” As Expedia’s experience shows, these metrics provide brands with valuable information, but it is still difficult for brands to show a direct causal relationship in terms of return on financial Figure 3. How do you measure increased sales or other business outcomes for your television advertising campaigns?



measurements such as gross rating points, cost per thousand and cost per point. Some newer metrics like branded keyword search, direct website traffic and social media mentions have also risen in importance, but they still trail overall brand awareness and sales. Figure 4. Which of the following outcomes increased in importance in the last three to five years? Increased brand awareness 44%



Increased sales 



Total purchase data after ads run 64%
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Social media mentions 29%



Total website visits after ads run 



60%
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investment. Broadly speaking, when it comes to evaluating TV campaigns, two-thirds of the companies surveyed have changed the way they do so in the past three to five years. Brand awareness and increased sales have grown in importance in that time for all advertisers, and they lead the way over more traditional TV
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New Metrics Make Inroads Slowly



T



here are many metrics available to marketers—both the dots between TV advertising spend and value for the brand, traditional and new—to demonstrate the value of TV most brands specifically measure return on financial investment advertising. For the most part, companies are happy (in addition to the more general return on investment) and are about the increasing use for TV ads of measurements typically able to tie dollars to results: six in 10 (58%) use overall sales, and found in digital, but most are not yet taking full advantage of it. half (52%) measure return on advertising spend (ROAS). In fact, Just a third (35%) are very happy and able to extract specific and it is surprising to learn that one in 10 companies surveyed do actionable data. And half report being happy, even though they not measure a return on financial investment at all for television haven’t yet found a way to take full advantage of these new met- advertising campaigns. Advertisers measure as much as they can, yet are they truly rics and look forward to being able to do so in the future. One thing brands do know—increased focus on ROI will make a understanding how their TV ad spending drives value and positive outcomes for the company? Only a third of companies difference for traditional media advertising (including TV). Even though some brands still have trouble measuring return (32%) believe that TV, as compared with other types of advertison investment for outcomes like brand awareness and increased ing, gives them the best ROI, dollar for dollar. And almost the sales, these remain critical success measures. But as marketers same percentage of advertisers think TV does not provide the look to the future, they see changes coming: seven in 10 brands best ROI: 28% think TV gives a lower ROI, and 27% believe expect to change how they measure outcomes of TV ad cam- ROI for TV is on par with other types of advertising they do. “We look to data to provide answers,” says Walia. “But I paigns in the next few years. The biggest changes expected: an increase in tracking social media mentions (41%), sales (34%) and haven’t seen one solution that would answer all the questions. We still have broadcast and cable in the media plan, and where direct website visits (32%). Measurements for TV that come from the digital world are we can get more refined, we will.” important to Cree. “We have to know if we reach someone,” says Figure 5. How do you think an increased focus on ROI impacts Watson. “Making traditional TV (or will impact in the future) traditional media advertising, more digital will help optimize proincluding television? gramming, so brands don’t have to rely on third-party measurement. Improved ability to target ads at those who are more responsive 23% It would give us information that is Improved transparency/accountability 18% actually measurable to a person in Improved advertising content with better, more relevant creative 17% real time.” “Digital is very measurable,” says Improved ability to choose appropriate media channels for ad messages 15% Mercedes-Benz’s Slaven. “We can Improved ability to optimize advertising spend 14% track views of pre-roll on websites Improved ability to meet marketing or advertising goals 4% and follow the path back to our site, Not much of a difference–ROI does not provide a true picture of the value of as well as when people search for a marketing/advertising 4% dealer or custom design a MercedesNot much of a difference–it is difficult to compare true ROI among different Benz on our Build Your Own site. media channels 3% In terms of TV, however, Nielsen Not much of a difference–traditional media will always have a role in has been and continues to be the best advertising regardless of ability to measure ROI 1% measurement for the medium.” As advertisers work to connect
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Connecting the Audience to ROI



T



V remains a challenging medium for advertisers in terms of connectFigure 6. What is preventing you from understanding which ing with the audience. While most networks/channels work best? advertisers are confident that they know the Cannot measure our return on investment in best networks to get their brand message to advertising on specific networks/channels 43% their target audiences—eight in 10 are either extremely (29%) or somewhat (54%) confiCannot identify demographic or lifestyle interests for our audience 28% dent—when companies struggle to understand which networks or channels work best, it is Cannot find a media partner that offers us guidance about the best networks/channels to advertise our product/service 24% mostly due to an inability to measure a return on investment for TV advertising. Cannot measure the business outcomes of advertisements Indeed, for the most part, companies idenon specific networks/channels 24% tify networks that are best for their brand by Cannot identify which networks/channels our audience watches 17% demographic or lifestyle interests (71%). They also work closely with partners to get targeting financial return on investment (34%), but those were the methright. They rely on advertising agencies (51%) or other media partners (42%) to identify the best networks or ods least used by advertisers to identify the best networks for channels. Companies do look at business outcomes (41%) and placing ads. For placing TV ads, Mercedes-Benz USA relies on program content to guide it. “We place our ads specifically on programs, not on networks,” says Slaven. “We look for top-tier programs regardless of what channel they are on. We tell our media partner to find us the best programs and put our TV spots on those.” Not everyone is happy with the status quo, however. Only one-fifth of companies are satisfied with the way they place ads and do not anticipate making changes in the future. This suggests an opportunity for advertisers to find new and innovative ways to identify and reach more-targeted audiences. —DREW SLAVEN Indeed, for the rest of the companies, audience targeting, Vice President of Marketing, which helps brands more effectively measure ROI, looks to be the way of the future: 37% want to focus more on placing Mercedes-Benz USA advertisements based on audience targeting. However, brands



“We place our ads specifically on programs, not on networks. We look for top-tier programs regardless of what channel they are on.”
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also indicate that audience targeting has been a tactic thus far as well: half of the companies Figure 7. Which best describes the primary way you surveyed target a specific audience regardless currently place television advertisements? of content, network or channel, such as adverBy audience. Placing advertisements that target a specific tising a car on networks, channels or shows audience regardless of content, network or channel watched by men or women who are in the (e.g., advertising a car on networks/channels or shows market for a new car. watched by men or women who are in the market for a new car) 52% Looking forward, marketers expect changes By content. Placing advertisements on networks/channels in TV viewership to affect how they segment with content generally targeted to our audience (e.g., advertising audiences in the near future. Half expect to women’s products on Lifetime or Oxygen networks) 33% pay increased attention to purchase likelihood, By reach. Placing advertisements on as many behavior or intent (54%) and to pay more attennetworks/channels or shows as possible to reach the tion to demographic data (49%). Geographic maximum number of potential customers 12% data was a distant third, with 22% reporting a plan to pay more attention to this data, roughly in line with its current level of importance. how data impacts their advertising efforts, 44% say it enables Big data makes a difference for targeting. Almost all these them to better target specific audience segments, 41% are able advertisers collect data about their customers and audiences to create better advertising messaging, and 38% can focus less and know what to do with it when they get it. When asked on channels or context and more on who their customers are.



Audience targeting, which helps brands more effectively measure ROI, looks to be the way of the future: 37% want to focus more on placing advertisements based on audience targeting.
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Conclusion



T



he emphasis on measurement is overwhelming right now,” says Slaven. “The real power of TV is in connecting with the audience. There continues to be a shift—from our ability to force-feed messages to consumers to a world in which consumers are able to avoid messages they don’t care about. What it comes back to is this—if the message is interesting, the consumer will engage. We need the consumer to care and listen.” As brands navigate the changing media world and shifting preferences for TV viewership, they recognize the tried-and-true value of television in reaching their audiences today and in the near future. But as they think about how to demonstrate the value of their efforts, advertisers still struggle to show a return on investment—to drive outcomes for the business and inform future advertising and marketing efforts. Will they be able to effectively tie revenue and other critical business outcomes to advertising costs to get a true picture of the value they bring to the brand?
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Survey Methodology Survey of 202 adults Industry • 25% Financial services • 17% Retail and consumer products • 14% Advertising and marketing • 9% Other • 8% Healthcare • 6% Technology • 5% Travel and leisure • 4% Media and communications • 4% Entertainment • 3% Transportation • 2% Energy and utilities • 1% Public sector Annual revenue • 30% $10 billion or more • 25% $250 million - $999 million • 24% $1 billion -$4.9 billion • 21% $5 billion - $9.9 billion Advertising budget • 36% $1 million - $4,999,000 • 28% More than $25 million • 20% $5 million - $9,999,000 • 16% $10 million - $24,999,000 Functional role • 33% Advertising • 25% General management • 19% Finance • 9% Sales • 8% Business development • 5% Operations • 1% Other
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Title • 23% Senior VP / VP • 23% Managing Director • 19% CEO • 8% Executive VP • 6% CFO • 5% CMO • 5% Other • 4% COO • 3% Board member • 1% CIO / CTO • 1% Other C-level Department • 41% Advertising or marketing across channels • 24% Other • 13% Digital advertising or marketing • 10% Television advertising or marketing • 9% Communications / PR • 3% Social media marketing Role in decisions about media advertising spend • 43% Sole decision maker • 33% Joint decision maker • 25% Influencer
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