A short tale about a long tail

“Farst, they do an on-line search.’
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Been asked...

Changing media landscape - direction &
opportunities

Where does the explosion in user generated
content leave media producers?

How do you actively involve an audiences?
Marketing and distribution in emerging media
When to give it away for free and when to guard IP
A framework for ongoing content development
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Why TV, Internet and other media work together?
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The simple truths

Marketing has never been easier

Customers have never been more
predictable

The numbers have never been more
transparent

Directionally, opportunities has never
been more predictable

Management is harder
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Scarcity v's Abundance

« Abundance boom created by technology

» The physical world is the world of
scarcity. Now, with online distribution
and retail, we are entering a world of
abundance. And the differences are
profound.




best business models

Waste the era's cheapest resources in order to
conserve the era's most expensive resources.

When steam became cheaper than horses, the
smartest businesses used steam and spared horses.

Today the cheapest resources are network based
communications power, computation, the cost of
storage and bandwidth. All are getting cheaper at the
pace of Moore's Law.

New customer acquisition cost is the lowest its ever
been because the needs are more tightly define and
better served granularly
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S rules In a networked economy

Rule 1: Make everything available
Rule 2:  Cut the price in half. Now lower it.

Rule 3:  Help me find it

Rule 4: Help me share it and make it simple so | can
look smart

Rule 5:  Money is in the lifetime relationship and the
network that comes with it.
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24 years and younger:

39.1% say the Internet is the primary way they listen to music - and
another 9.3% say it will be in the future

31.2% say the Internet is the primary way they play games - and 11.6%
say it will be in the future

53.3% say they use the Internet to watch movies and other video
programming, v. 27.6% of all other age groups

76.5% say they listen to music over the Internet

65.4% say they play Internet games
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Difference between time & $

e Today (2005) about 5 ~10% of user time online 1s
spent searching, yet about 40-60% of online media
dollars are spent on search keyword buying.

* The ability to reduce risk, simplify buying, and
provide a measurable ROI (new customers, sales,
results) have attracted marketing dollars
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Every click Is a survey

e Testing online 1s immediate, can quickly eliminate
low or no-profit efforts.

e Technology and software enable a host of ways to
create, quantify, and measure ‘pockets of profit’
that more blunt tools could not find.

« Marketers are becoming addicted to pay for
performance because the risk 1s removed.
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Everything has changed...again

the Internet has changed the laws of distribution and
the rules of the market.

The barriers of time and geography are down, so is
the cost of storage.

The limitless shelf space of online commerce and the
availability of powerful search engines

free or cheap publishing and communication tools
(email, groups, message boards, instant messenger,
groups, and weblogs) create new economic, social,
and cultural opportunities and new freedom of choice.
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Permission Media is about ME

Today's permission-based, multichannel marketing is
all about satisfying multiple, self-referencing
subcultures with distinct value propositions -- the
more tightly matched to the niche, the better.

What was once

"Attention Headache Sufferers ..."
1S NOW
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The Long Tall

» Forget squeezing millions from a few
megahits at the top of the charts.

 The future of entertainment is in the
millions of niche markets at the shallow end
of the bitstream.
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The 80/20 rule is being obliterated
Long_Talls

husic
Sales

Artists

Arga [A] FRepresenls bands making a prodil 1of band and fEabel Theéy have aclive suppon Mom The mesic |abals

Area [0 Aepresenis bands wiho have net been signed 1o major labels or who are nat being actively
eupparied by the label They are leoking lor their audiance
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Economic Viability

Quantity
Sold

Artists

Area [A] Aeprasents economically viable bends that could support & label's invoivernent. The Internat with near z
cast of distribution maoves the econamic viability 1o the right
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ong tail wags us all..

Long_Tail Movement

Artists

i he evallability of high-guality and inexpansive recording tools and edvent
digital distnibution 15 aftecting the cunsme in wo ways:

1. Incregses sales for the mid and lower marksat artists
£. Dacreasses sales and Influenca of label Suparstars.
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 Yes, people read the DaVinci Code
because everyone else is. Yes, people
watch The Apprentice for the very same
reason. But no, this effect isn't as

pervasive as most of us would believe.

e 3% of the searches were about the same
handful of things... and that the other
97% were all spread out.




80:20 rule is dead

« "The biggest money is in the smallest
sales.

« What's really amazing about the Long

Tail is the sheer size of it. Combine
enough non-hits on the Long Tail and
you've got a market bigger than the hits.




Big money in small sales

most successfu] businesses on j[h.e Internet are
about aggregating the Long Tail in one way or
another.

Google, makes most of its money off small
advertisers (the long tail of advertising)

eBay is mostly tail as well - niche and one-off
products.

By overcoming the limitations of geography
and scale, just as Rhapsody and Amazon have,
Google and eBay have discovered new
markets and expanded existing ones.
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"Give people 1,000 channels to
watch, and they won't all watch
the same thing. Give people

1,000,000 books to read, and
they won't all want to read a
bestseller."

Seth Godin
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iInternet ecosystem

Music, video & games

Digital
Media

Company
Generated
e.g. news,

entertainment, Interactive
& User
content .6 Media World Broadband,

*RSS & blogs

eemail & IM elephony
evoice carriers, VOIP
ephotos

ereviews

Ad

Media buying, optimisation, Services

personalisation, research,

Classifieds —eBay, Retail -
creative, etc Amazon, Travel - IAC, Travelocity
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