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Executive Summary  
A new video revolution is brewing. Thanks in part to the awareness and 
popularity YouTube has brought to the medium, watching online video has 
reached mainstream levels.  

Business models meanwhile continue to be developed and heavily funded to meet 
this demand in new ways. Content generation, licensing, search and monetization 
all represent big question marks in the embryonic market sector, and we are in a 
“wild west” phase of experimentation on all fronts.  

The medium has more recently reached a local level with an ecosystem beginning 
to form around the affordable production of video advertising for small 
businesses. Video production companies such as TurnHere and Spot Runner are 
offering services at price points that are targeted toward SMEs and within their 
budgets as well.  

Another concern for small businesses is finding affordable ad distribution 
channels. Driven by growing demand, many online publishers and networks are 
considering or developing models to integrate video ad units into their existing 
sales efforts.  

Cable television is one possible distribution venue that is being pushed by Spot 
Runner, whose self-service cable spot buying process could enable economies 
similar to those that allowed Google and others to tap into the “long tail” of 
small-business paid search advertising. 

Another option is embedding a video player in certain Internet Yellow Pages 
listings. This would essentially enhance the level of media and information of a 
traditional IYP lookup. From a sales channel perspective, it could be bundled with 
existing print and online display ad sales.  

Citysearch earlier this month became the first local search destination to do this 
in a major way, with 300 small-business video ads integrated throughout the site 
and roughly 400 more to come. The videos are spotlighted on city-specific pages 
and embedded within individual business listings.  

This opportunity is particularly salient in vertical categories conducive to video 
that offer minimal elasticity of advertising. In autos and real estate, for example, 
the level of competition, considered purchases and high-margin sales have made 
early adoption a matter of necessity.  

The opportunity is greatest for IYPs, given sales assets, existing SME 
relationships and the growing demand for video advertising in the small-business 
marketplace where directory publishers hang their hats. Add to this the presence 
of high-margin, low ad elasticity vertical categories (similar to autos and real 
estate) such as professional services, and the potential becomes clear. 

Video also has the potential for easier integration into a cross-platform product 
bundle because it is less abstract to advertisers and sales reps than an option 
such as pay-per-click. In addition, the vanity factor that has driven significant 
revenues for Yellow Pages publishers is clearly present in video. 

Overall, small-business video advertising can combine the traditional strengths of 
pull-based directional marketing, the Internet’s targeting capabilities, and the 
emotional and dramatic power of television. 
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Many of the benefits have yet to be seen and multiple challenges remain, such as 
the investments required in site design, video delivery and video search engine 
optimization, and growing pains in sales integration. But online video shows the 
potential to be a considerably powerful medium and the next must-have format 
in local directional advertising. 
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Viva La Revolution: Video for the Masses 
At The Kelsey Group’s Drilling Down on Local conference in March, many issues 
were batted around the stage, representing the biggest trends and directions of the 
local search world. Of all these themes, none stood out as much as online video 
advertising.  

For many small businesses, video is a medium they conceptually “get,” as its value 
is easier to comprehend than some forms of online performance-based marketing. 
Pay-per-click, for example, may be less attractive and more abstract to certain 
small businesses that are more interested in leads, foot traffic or phone calls.  

“Sales reps get it and advertisers get it. It’s something that everyone can relate to,” 
said Gordon Henry, chief marketing officer of Yellow Book, during a panel discussion 
at Drilling Down on Local. Video can also possess a certain degree of the same 
vanity factor that traditionally drives some Yellow Pages advertising.  

Production companies such as Spot Runner and TurnHere offer to produce and 
distribute video ads for small businesses at price points that are significantly lower 
than those of traditional advertising. This has, in essence, brought video advertising 
within the grasp of many small businesses for the first time.  

Video advertising has traditionally been the “holy grail” for small businesses, which 
find television spots attractive but often cost prohibitive, said Nick Grouf, cofounder, 
chairman and chief executive officer of Spot Runner. In his Drilling Down keynote, 
Grouf demonstrated how Spot Runner can drastically undercut ad agencies with new 
forms of creative and an automated (self-service) process of customized production 
and cable media buying.  

Spot Runner’s price point for video production is around US$500, according to 
Grouf, while the ad inventory it brokers on popular basic cable stations such as CNN 
or Comedy Central is as low as US$12 per spot in most markets. Spot Runner 
enables advertisers to pick and choose stations, ZIP codes and demographics 
through an easy-to-use dashboard with performance reporting capabilities.  

“Five-hundred dollars is not the negating item,” Grouf said. “We’re pretty confident 
if we wanted to raise price, we could. But what we’re doing is working with very 
small businesses.” 

User Demand Approaches Tipping Point 
Equally important is the trend toward increased usage among consumers. YouTube 
has largely popularized the concept of watching short videos on a computer screen 
and has likewise familiarized consumers with the idea of watching short video ads. 
In the viral use case of online video, the lines between content and advertising have 
blurred, when compared with the offline delineation between ads and content 
caused by rigid timetables and the 30-second spot that rules television advertising.   

Such standard formats aren’t in place online, allowing for a great deal more 
experimentation with both form and content as well as interesting hybrids of 
content and advertising meant to gain user appeal and viral distribution.  

One example is ShopLocal, a Chicago-based local product search company that has 
begun to create low-cost viral videos that serve to promote its brand and gain 
exposure and Web traffic. The decidedly “corporate free” videos, which place 
products found on ShopLocal in wacky situations, have to date received a total of 
about 1.3 million impressions. There is a onetime cost of US$1,500 to buy a video 
camera and variable expenses the company describes as “negligible.”  
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The largely popular Diet Coke and Mentos viral videos meanwhile received more 
than 18 million views on Google Video and Revver, according to Fritz Grobe, who 
produces and stars in the videos. “And that’s just the legitimate views,” Grobe told 
TKG. “Estimated views of bootleg copies [on YouTube] could double our total 
views.” 

The videos feature two men in trench coats building elaborate domino-effect 
displays of exploding bottles of Diet Coke that rival the Las Vegas Bellagio’s famed 
fountain show (they were inspired by the discovery that a Coke bottle explodes 
when a sleeve of Mentos is dropped into it).  

This isn’t exactly local, but it’s an interesting product placement scenario that 
received a great deal of exposure and has relevance for the opportunity to 
experiment with video on a local level. Grobe’s company, Eepybird.com, produced 
the videos initially without the sponsorship or commission of Coca-Cola or Mentos. 
However, both companies came around to endorse and support the video after 
seeing the power and level of brand exposure possible with such a small budget.  

Quality Viewership 
More important than the potential volume of impressions is the quality of the 
exposure gained from online video when compared with that of many other ad 
types.  

According to The Kelsey Group’s recently released User View (wave IV) study, 59 
percent of survey respondents claimed to watch online video. More significant is 
what users did in response to video ads they watched. More than half of 
respondents engaged in some sort of response activity such as visiting a Web site, 
going to a physical location or making a purchase (see chart below).  

User View Survey Results on Video Advertising 

 

Source: The Kelsey Group (2007) 

In terms of quality exposure, this sample group can also be arrayed against the 
overall demographics of broadband users (skew toward higher incomes) in order to 
extrapolate the favorable likelihood of reaching attractive and buying-empowered 
consumer groups. 
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Online display ad network DoubleClick and accounting firm Millard Brown have also 
released separate studies over the past six months showing that online video ads 
have better response rates than other forms of online and offline advertising, such 
as banner ads and broadcast television spots.  

The DoubleClick study looked at 300 video ads from 130 advertisers over a four-
month period in 2006. It found that online video ads had clickthrough rates ranging 
from 0.4 percent to 0.74 percent, compared with 0.1 and 0.2 percent for image ads.  

The Millard Brown study meanwhile looked at consumer recognition of 30-second 
ads across fast food, consumer packaged goods and financial services categories. It 
compared attention, awareness, favorability and consideration of the ads watched 
via broadcast TV, digital video recorder and online. The study found online viewers 
were more likely to pay attention and recall ads shown during commercial breaks 
than individuals watching live TV or DVR playbacks. 

 

Source: Millard Brown (2007) 

The quality of the exposure also can partly be attributed to the format itself, 
according to Bradley Inman, CEO of video production firm TurnHere. 

“One of the key reasons why Internet video offers such a revolutionary new medium 
for advertisers is because it combines the best of two worlds from television 
advertising: direct response and branding,” he says.   

In order to be an effective direct response vehicle on television, Inman contends, 
advertisers must devote a substantial amount of time and on-screen “real estate” to 
communicating some sort of contact information at the expense of the core 
message. On the Web, however, this isn’t an issue because links can be strategically 
placed around and within the video ad.   

“Advertisers can therefore spend more time in the ad developing a trust relationship 
with the viewer,” says Inman. “The result is that video ads on the Internet yield a 
much more loyal customer who is more likely to research the advertiser further and 
ultimately transact with the advertiser.” 

Leaning Forward 
The quality of exposure shown by all these studies also has a great deal to do with 
the use case. Users who views ads during a television broadcast are often on their 
couches in “lean back” mode and are thus unlikely to immediately respond in any 
meaningful way beyond making a mental note. 
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Users watching video on their PCs are conversely in “lean forward” mode and are 
likely engaged in a search process to find a product or service (or are at least a few 
mouse clicks away from being able to do so). This “proximity” to being able to pull 
in more information and research once provoked by a given video ad supports the 
view that video can be a complement to Internet Yellow Pages listings.  

This could be achieved through a built-in video window or plug-in within IYP 
individual listings, as well as a repository of searchable videos and “most popular 
videos” served on a separate page by an IYP provider (more on this below).  

The distinction between lean forward and lean back modes is important to note, 
although it will also be interesting to see the differences between television and PC 
begin to fade as high-speed fiber networks and Internet Protocol TV system 
deployments reach the market.  

This will bring IP-based (switched video architecture) search and viewing to 
televisions while serving high-quality video content to PCs. The lines between the 
two will likewise blur with connected living rooms that wirelessly share downloaded 
and streaming video content between PC and television. 

Apple’s recently released Apple TV is the most popular example. The product’s user 
friendliness, brand association, and ties to iTunes music and video content should 
push adoption forward. The ability to see downloaded video on a large screen and in 
a comfortable position — rather than on a small screen while sitting in a desk chair 
— will likewise increase the usage and demand for online video in all forms.  

How users will interact with their televisions is still a big question mark that has 
sensitivities to hardware design and consumers’ ability and affinity toward having 
computer hardware (i.e., keyboards, mice) in their living rooms to control more 
robust search interfaces on their televisions.  

It will be a mix of lean forward and lean back, which will see much experimentation 
and iterations before a clear standard emerges. The one thing that is currently clear 
is that this will all considerably affect the way we watch television. Specifically, it 
will push forward the accessibility and user adoption of online video ads by bringing 
them — and their associated search and directional advertising advantages — into 
the living room. 
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Going Local 
So how will online video advertising reach a local level? Though demand is 
increasing, there has been a dearth in supply of local video content. This is 
beginning to change, however. Like Spot Runner, TurnHere has begun to address 
the small and medium-sized enterprise segment with affordable video production 
and distribution offerings.  

TurnHere’s model is slightly different from that of Spot Runner. Rather than stock 
footage that is customized with logos and voiceovers into a 30-second spot, 
TurnHere shoots and edits longer-form videos (up to three minutes) on location. Its 
US$5,000 to US$10,000 price tag for video production (depending on the level of 
shooting and editing) is considerably more than Spot Runner’s US$500 fee, but it 
maintains appeal in the local “personality” of its videos.  

“Templated ad producers such as Spot Runner offer a terrific complementary service 
in that they meet a completely different need than TurnHere,” says TurnHere’s 
Inman.   

TurnHere Local Video Advertising 

 

Source: TurnHere (2007)  

TurnHere’s on-location capability is enabled by the company’s outsourced network 
of about 2,000 filmmakers who shoot short video ads in every major U.S. city and 
50 countries. This approach gives the company a wide reach and few capacity 
restraints.  

“We expect to produce thousands of pieces of content this year, and we are 
nowhere near our capacity,” Inman says. He adds that the company’s business 
levels are several times larger so far in 2007 than they were for full-year 2006, but 
he would not offer specifics. 
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Customers include hundreds of far-flung local merchants as well as national 
franchisors with local assets such as InterContinental Hotels Group and Discovery 
Communications. 

Next Step: Distribution  
Beyond the affordable production of video, the next important question is one of 
distribution: Where will small businesses find affordable venues to show their ads?  

Despite the buzz surrounding video, it is still very much in an early adoption stage 
for local advertisers, and many questions remain about how these video ads will be 
distributed and where they will be watched. 

But driven by the growing demand among local businesses for video advertising, 
many online publishers and networks have begun to talk about offering video and 
develop models to integrate video ad units into existing sales efforts.  

Cable television is one possible distribution venue that is being pushed by Spot 
Runner, whose self-service cable spot buying process could enable economies 
similar to those that allowed Google and others to tap into the “long tail” of small-
business paid search advertising.  

Spot Runner’s Grouf also believes that the next step will be to move from the 
neighborhood targeting possible with cable to the IP targeting of IPTV. This will 
allow advertisers to target down to a set-top box level (see the TKG White Paper 
“From Reach to Targeting: The Transformation of Television in the Internet Age,” 
Nov. 1, 2005). 

Another possibility on the Web, according to Yellowpages.com CMO Matt Crowley, is 
embedding a video player in certain online Yellow Pages listings. This would 
essentially enhance the level of media and information of a traditional IYP lookup.  

“I think the right formula [combines] both video ads integrated with listings/profiles 
and pushed out to other places within our site where contextually relevant,” says 
Tom Bates, general manager of Kudzu.com, a local search destination owned by 
Cox Enterprises. “I don’t know yet how having video content will affect site usage 
on a site such as ours. But, only if it adds utility, will it have a positive effect.”  

Peter Horan, CEO of IAC Media & Advertising, confirmed during his keynote address 
at the Drilling Down conference in March that Citysearch would in fact integrate 
local video ads from TurnHere into its listings (it began doing so two weeks ago as 
described in the next section). 

A similar possibility is to embed video into landing pages of local businesses in 
portal local search products like Google Local and Yahoo! Local or throughout the 
pages of online newspapers. For newspapers, this could include user-generated 
“hyper-local” news content, video to enhance the descriptions of classified 
merchandise as well as the local merchant advertising explained above.  

A handful of technology start-ups, including ScanScout and Adap.tv, work with Web 
sites and publishers to place video content that is contextually appropriate to site 
content (see appendix).  

From a sales channel perspective, this could involve bundling video with existing 
print and online display ad sales, according to Crowley — a concept that also applies 
to newspaper ad sales (IYP sales strategies and considerations are explored below). 

TurnHere’s Inman also sees other distribution possibilities including online verticals, 
e-mail and mobile.  
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“Although the vast majority of display options for local video ads today are within 
listings on IYP sites and on the local businesses’ Web sites themselves, we see 
increased use of these video ads in e-mail communications from the businesses, as 
well as on sites that are potentially only tangentially, but meaningfully, related to 
local search [such as] travel, local newspaper and magazine sites,” he says.  

Citysearch Takes the Lead 
Some of these distribution questions were answered earlier this month when 
Citysearch came through on Horan’s statement at Drilling Down that it would 
integrate hundreds of small-business video ads into its listings.  

This essentially makes Citysearch the first and only major online local search 
destination to offer video advertising to an extensive degree. Some online travel 
destinations offer a few short video clips, while CanPages, DexOnline, Kudzu, 
MojoPages and Savory Cities each have a limited but growing number of local 
merchant video ads.  

Citysearch conversely has 300 small-business video ads integrated throughout the 
site and about 400 more that have been commissioned or are “in the can.” These 
are spotlighted in city-specific pages within Citysearch and embedded within 
individual business listings.  

“It is a natural evolution for Citysearch in terms of brand and core value 
proposition,” says Scott Morrow, executive vice president, product and marketing. 
“We have editorial content, a large user base from which to draw user-generated 
content, and we bring in merchant info through the sales process. In some ways 
this was two dimensional. Video brings a new dimension.” 

Citysearch Listing With Embedded Video 

 

Source: Citysearch (2007) 
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Citysearch has signed on with TurnHere to handle video production. This gives 
TurnHere a significant boost in business and will be a true test to its claim that its 
outsourced model enables considerable scalability. It should also accelerate 
TurnHere’s already quickly growing exposure and adoption, as well as that of small-
business video advertising in general. TurnHere’s distribution reach previously 
comprised merchant Web sites and a handful of partners, including YouTube.   

Citysearch will offer video ad units free to new and existing advertisers that spend 
more than US$800 per month on performance-based advertising. For those below 
this level, it’s either an incentive to increase their advertising spend or an upsell 
opportunity (a six-month contract is required for the US$800 monthly cap). This 
should gain importance as Citysearch continues to grow its physical sales force, and 
could bring to life the vision of Yellowpages.com’s Crowley of sales reps selling video 
ads to local merchants.  

Citysearch’s video offering also represents a good opportunity for advertisers to 
ease into video ads through a trusted source. For existing advertisers it doesn’t 
require additional billing relationships or account management, but rather draws 
upon the trust inherent in an established relationship. Most of all, it is an attractive 
product bundle that involves gaining or maintaining the performance-based return 
on investment at a US$800 investment level, while receiving a free video as 
incremental value. 

This is of considerable value, since TurnHere’s pricing for small-business video ads 
otherwise ranges between US$5,000 and US$10,000 as mentioned above. This 
price differential could represent subsidization on the part of Citysearch, in order to 
drive initial ad unit sales and pay-per-click upsells, as it pays TurnHere an 
undisclosed flat rate per video shot. Citysearch also retains the rights to the 
content.  

This is similar to the strategy of Kudzu.com, which offers small-business video ads 
within individual profiles and in featured video sections of specific city sites. 

“Kudzu.com is built around detailed profiles, where businesses can tell their story. 
We’re allowing anyone who is buying a profile to add a video for free,” says Kudzu’s 
Bates. “In addition to being part of the profile, we roll up these videos under a 
channel. Atlanta’s is the best [example].” Kudzu works with a local video production 
firm in Atlanta to shoot videos, although Bates likes what he sees being done at 
TurnHere. Kudzu also has production facilities in Las Vegas, Phoenix and San Diego 
through cable company parent Cox. 

For Citysearch, its attractive product bundle should generate substantial business 
through new advertisers, given the demand for video advertising in the SME 
segment. This demand has been evident in Citysearch’s initial sales efforts with 
video, according to Morrow, and TurnHere separately expressed to TKG that its own 
sales efforts in the SME segment have revealed high demand.  

“We operated a pilot phase because operationally, video was new to us,” says 
Morrow. “During this time, we set an initial sales target of 700 videos. After week 
four, we had to stop signing people up because we already hit that target.”  

Looking ahead, Morrow speculates the possibility of Citysearch featuring 10,000 
videos by the end of 2007. The majority of advertisers that don’t operate above the 
US$800 level could eventually be offered monthly rates for video, as an add-on to 
whatever their budget is, with the possibility of graduated pricing that incentivizes 
spending increases. 

“There will be different types of packaging. Long term, every profile should have 
video,” Morrow told TKG. “Everyone wants to be on TV.” 
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Beyond merchant videos, Citysearch in the future will integrate “editorial video,” 
which will feature communities, local themes or holiday events. These will likely be 
served with pre- and post-roll ads. There are also video ads for national advertisers 
in development, expected to launch in the third quarter.  

“I think this is a smart move for Citysearch, particularly given their entertainment 
focus,” says Kudzu’s Bates. “This video product should serve their restaurant 
customers well. It also might be a good model for [Kudzu] with our focus on home, 
health and automotive. We’ll see.” 
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Verticals and Video 
So where else does video represent opportunities for local advertising? TKG believes 
the answer lies in certain verticals to which a video experience is conducive and 
where elasticity of advertising is minimal. The verticals that exude these 
characteristics the most are autos and real estate. These are also verticals for which 
advertiser early adoption has become a matter of necessity, based on the level of 
competition, considered purchases and high-margin items. Elasticity in ad spending 
is therefore low, and expectation to pay a premium for advertising (as traditionally 
done with classifieds) is high.   

Auto Ads Gain Speed 
In autos, Vehix.com is a strong example of an early video adopter, bringing Web-
like searchable content to cable television and integrating video content on its site. 
The former charge has been led by CEO Derek Mattsson, previously regional vice 
president at AT&T Media Services (now Comcast). The company has brought 
television ads to 29 million cable television households per day. It has also attracted 
Comcast as a major shareholder in the company. 

Vehix TV Video Buying Guide for Hybrid Cars 

 

Source: Vehix.com (2007) 
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This offers consumers the chance to browse Vehix automotive content through the 
cable operator’s On Demand Spotlight program, including buying guides that utilize 
content from JD Power and Associates and more than 150 “test drives,” which 
include video footage and information about specific auto models. This will evolve to 
be more directional and interactive, according to Mattsson.  

“Our forays into [video on demand] have been a content play, but over the next two 
to three years we hope to have interactive abilities,” Mattsson told TKG. “You’ll be 
able to deliver different messages to different viewers and go from auto ads directly 
into local dealer inventory, all through the remote control.” 

Just as the company is pushing search-based directional advertising to the 
television, it is also moving in the opposite direction by taking TV-like video 
advertising to its Web site. Its Vehix TV site is meant to give interactive 
“advertorial” video that showcases specific model cars and video buying guides for 
different classes of cars. This complements the editorial, DMV and financing content 
throughout its site. 

 “You’re going to see more of that because we are going to be so high-speed driven 
and video driven that you’re going to see in three years the site will look more like a 
television site than an automotive site, although it will be all automotive content,” 
says Mattsson.  

This has direct applications to local, with geographically relevant directional 
advertising for car dealerships that can be dynamically integrated with this brand-
driven advertorial content. Mattsson also foresees the ability to view dealer 
inventory after seeing a 30-second spot for a particular car or brand on cable, or 
after watching a video clip online. The advertising costs in this situation could be 
split or subsidized in some way by the manufacturer, as is done in some current 
forms of automotive brand advertising that includes local directional ad elements.   

AutoTrader.com also emphasizes the local dealer’s place in this value chain. The 
company will invest heavily in video tours of individual cars during the coming year, 
according to CEO Chip Perry.  

“The sales manager [at a dealership] will do a walk-around of the individual vehicle 
with a video camera,” Perry recently told TKG. “Dealers will get more sophisticated.” 

Yahoo! Autos sees value in video content to enhance the user experience of online 
auto search and in the integration of directional advertising for dealers.  

“Video was big this year,” says Jennifer Dulski, general manager of Yahoo! Autos, 
“and we continue to expect it to be going forward.”  

Real Estate Gains Ground 
Like autos, the real estate vertical represents an early adoption area for video. The 
combination of a fee/commission-based compensation structure and the aggressive 
personality type prevalent in the industry has contributed to its propensity to adopt 
new methods to gain an edge in getting that proverbial hot lead. 

Real estate in fact is Spot Runner’s biggest customer base so far. Coldwell Banker 
has signed Spot Runner to a major national account that gives its far-flung Realtors 
immediate access to Spot Runner’s ad creation and placement capabilities. 

This includes the ability to automatically add names of local sales agents, 
properties, content and voice-overs to video creative and to change where and to 
what demographic groups these ads are shown. Realtors also have access to Spot 
Runner’s ad placement and reporting dashboard.  
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Coldwell Banker’s Embedded Real Estate Video 

 

Source: Coldwell Banker (2007) 

In addition, Coldwell Banker offers a video section on its Web site featuring brand 
building educational clips on various parts of the home buying process. 

TurnHere also has strong ties to real estate advertising, which is likewise telling of 
the opportunity within the vertical and the general inclination of its constituents to 
employ online video advertising.  

“TurnHere’s initial foray into commercial video production was in real estate, with 
many outstanding agents such as [Ohio-based agency] Real Living seeing 
tremendous success using TurnHere videos to generate additional listings,” says 
Inman. “Companies like Trulia, Pheedo and SimplyHired have used high-end 
TurnHere corporate profile videos to great success on their Web sites and in 
corporate presentations across the country.” 

Given this early adoption in real estate and auto verticals, an important question to 
ask is: When will the rest of the small-business marketplace follow suit? Will real 
estate agents’ and auto dealers’ early use of online video signal to other industries 
comprising local businesses (lawyers, consumer goods, restaurants, etc.) that a 
large-scale video advertising shift is imminent? 
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More important, what is the opportunity for directional advertising media that have 
traditionally “owned” these advertisers (i.e., Yellow Pages) to utilize existing 
relationships, strong sales assets and trusted local names to capitalize on this shift?  

The IYP Opportunity 
As the above comments from Yellowpages.com’s Crowley indicate, IYP sites are 
beginning to experiment with video and talk about integrating video ad units into 
their existing sales efforts in the local marketplace.  

The margins available to IYPs depend mainly on the type of industry. Just like auto 
and real estate verticals, the categories that have low advertising elasticity and 
high-margin sales or services will be the big fish to pursue.  

Among traditionally strong Yellow Pages categories, those that meet these criteria 
are primarily lawyers, dentists and other professional services. These industries’ 
reliance on trust advertising is also very conducive to video because of its ability to 
elicit an emotional response.  

The “low hanging fruit” of video advertising could conversely be other business 
categories such as mom-and-pop and certain retail segments with low-margin/high-
volume models, which could be driven to video advertising to establish or maintain 
brand recognition. 

“We’re not even in the first inning on this. Small businesses are just warming up,” 
says Kudzu’s Bates. “I think we’ll see that smart companies eventually use longer-
form video to showcase their work [such as] landscapers and photographers; their 
venues [such as] restaurants, wedding halls, day cares; and themselves [such as] 
financial planners, real estate agents and doctors. Combine this with directional 
advertising, and I think you’ve really got something.”  

Citysearch has beaten many IYPs to the punch with video integration, as part of an 
overall transformation of the city guide into more of an all-purpose local search 
destination that is competitive with IYPs (see TKG Advisory “Citysearch’s New Era: 
Video, Personalization and Social Media,” May 7). 

But it’s certainly not too late for IPYs; the opportunity still exists given the proven 
demand for video advertising in the small-business marketplace. Video content is 
also conducive to existing online Yellow Pages site design and navigation. For IYPs 
this could again take the form of windows that are embedded within individual 
listings and sold as an upsell. They can also be featured in video pages or city-
specific video sites within IYP domains, similar to Citysearch’s new format. 

“As IYPs continue to ad video capacity, which virtually all are in the process of 
doing, we see this trend continuing unabated for at least the next two years,” says 
TurnHere’s Inman. Given TurnHere’s scalability and production standards, The 
Kelsey Group considers it a strong candidate as an IYP video production partner.  

Developing the Sales Channel 
Beyond site design and user experience, video ad sales efforts will be an important 
part of the equation. As mentioned by Yellow Book’s Henry, video is a medium that 
everyone “gets” including advertisers, users and, importantly, sales reps.  

Video should, in fact, be an easier integration to a cross-platform product bundle 
than some other forms of advertising that may be abstract to advertisers or sales 
reps, such as pay-per-click. Indeed the vanity factor that has driven significant 
revenues for Yellow Pages publishers is clearly present in video advertising, as 
mentioned above.  
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Additionally video ad units — sold as part of a Yellow Pages product bundle — would 
be competitive with local cable and broadcast TV as the per-unit ad costs would 
most likely be lower. 

TurnHere’s Inman adds that video ad unit sales and the production process are 
flexible with existing sales processes and the typical Yellow Pages sales cycle.  

“Since TurnHere has developed a turnkey system for resellers that allows them to 
turn the entire process over to us for fulfillment, we have seen no evidence of lost 
productivity or slower sales cycle among our clients,” he says. “First, there is no 
dependency on the video product in order for the rest of the sale (the listing itself) 
to be completed. Second, all the client needs to take care of is sign-off and 
payment. TurnHere takes care of every other aspect of the process, from production 
to releases to encoding to player development.”  

Inman also points out that a good portion of the sales of video products are off-
cycle upsells to current customers, while renewals depend on the sector and on the 
individual client. 

“We would point to customers like InterContinental [Hotels] and Discovery 
[Communications], which have each come back several times to order more 
content. Similarly, we have countless real estate agents who request additional 
content on a monthly basis.” 
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Opportunities and Challenges 
As various forms of media continue to become commoditized, the online ad buying 
business has taken advantage of the democratization that persistent connectivity 
has brought to consumers and small businesses. Self-service advertising, made 
popular by Google AdWords, has begun to move past text ads to other forms of 
media buying, in a way that foreshadows a world where brokering all forms of 
media to SMEs is possible.  

In video, this is beginning to follow a path similar to financial services, in its 
increased accessibility to new consumer segments. Nick Veronis, managing director 
of private equity firm Veronis Suhler Stevenson, during his Drilling Down keynote in 
fact characterized Spot Runner as the Charles Schwab of video advertising.  

This is the first step toward a variety of traditionally inaccessible media to become 
available and affordable to SMEs and is a key driver for Google’s forays into various 
forms of offline media such as newspapers, television and radio (see TKG Advisory 
“DoubleClick and Clear Channel: Google’s One-Two Punch to Increase Ad Reach,” 
April 19).  

After Google’s acquisition of DoubleClick to gain the automated platform for 
brokering display ads, TKG believes it could do the same with video, meaning a 
possible acquisition of a video production and distribution firm such as Spot Runner. 
Spotzer, another video creation and distribution company, could also be a good fit 
for Google because of its online distribution (in addition to cable television). 

Similarly, ongoing rumors of Google’s bid for U.K.-based directory publisher Yell 
Group could signal the search giant’s need to move beyond a self-service model to 
buttress its cross-platform sales efforts — including video — with a physical sales 
force. 

This speaks to the strength and positioning of Yellow Pages companies in building 
local online video ad sales capability. Sales assets and high-touch existing 
relationships with local merchants present an opportunity for IYPs that is greater 
than that of online interactive advertising and pay-per-click. 

For all the reasons above including high user and advertiser demand, quality traffic, 
and existing sales relationships and assets, video should be, and in many cases is, a 
major area of investment and initiative for IYPs. This can’t happen quickly enough. 

In addition to the benefits already mentioned, video can open up avenues for brand 
advertisers to finally embrace IYPs as a viable advertising medium, an elusive long-
term goal of Yellow Pages publishers.  

The goal for IYPs — to use retail as an example — should be to allow users to 
search for a product or retailer, then choose to see local merchant videos as well as 
national brand video ads for the brands they carry. This would combine retail 
promotion and brand extension, which would complement each other and make 
IYPs an attractive ad medium for both.  

Given the demographics of broadband users, the online audience reached by these 
ads would also be well-educated, affluent and more likely engaged in pull-based 
content retrieval. 

Combine this with developing rating and review programs at many IYPs, and this 
could create a much more important online marketing role. Many local search start-
ups as well as long-standing players such as Citysearch are quickly moving in these 
directions.  
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The bottom line is that local video advertising can combine the Internet’s targeting 
capability with the emotional and dramatic power of television to result in a medium 
more powerful than either by itself. 

Many of the benefits have yet to be seen, and numerous challenges still exist such 
as the investments required in site design, video delivery, video search engine 
optimization (see appendix) and growing pains in sales integration. The payoff in 
video, however, is considerably worthwhile.  

In the local search space, simple matters of staying competitive will require 
investment in video. Online video could indeed become the next must-have format 
in local directional advertising. This will carry the benefits mentioned throughout 
this report and others that will become evident as the medium itself evolves.   

“Since the local space has only recently begun adopting video,” says Inman, “that 
book is largely being written as we speak.”   
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Conclusions and Recommendations 
The following are The Kelsey Group’s conclusions and recommendations, based on 
the data and analysis of this report: 

• For many small businesses, the value of video may be easier to comprehend 
than some forms of online performance-based marketing. Pay-per-click, for 
example, may be abstract and less attractive to certain small businesses that 
are more interested in leads, foot traffic or phone calls. As a result, video has 
the potential to be an easier integration to a cross-platform product bundle. 
The vanity factor that has driven significant revenues for Yellow Pages 
publishers is also clearly present in video. 

• Production companies such as Spot Runner and TurnHere create and 
distribute video ads for small businesses at price points significantly lower 
than those of traditional advertising. This has, in essence, brought video 
advertising within the grasp of many small businesses for the first time.  

• There is a clear trend toward increased video usage among consumers. 
YouTube has largely popularized the concept of watching short videos on a 
computer screen and has likewise familiarized consumers with the idea of 
watching short video ads.  

• The quality of the exposure gained from online video is quite high compared 
with that of many other ad types. According to The Kelsey Group’s recently 
released User View (wave IV) study, 59 percent of survey respondents 
claimed to watch online video, and more than half engaged in some sort of 
response activity such as visiting a Web site, going to a physical location or 
making a purchase. 

• The quality of exposure also has a great deal to do with the use case. Users 
who views ads during a television broadcast are often on their couches in 
“lean back” mode and are thus unlikely to immediately respond in any 
meaningful way beyond making a mental note. Users watching video on their 
PCs are conversely in “lean forward” mode and are likely engaged in a search 
process to find a product or service. This “proximity” to being able to pull in 
more information and research once provoked by a given video ad supports 
the view that video can be a complement to Internet Yellow Pages listings.  

• Driven by the growing demand among local businesses for video advertising, 
many online publishers and networks have begun to talk about offering video 
and develop models to integrate video ad units into existing sales efforts.  

• Cable television is a possible distribution venue being pushed by Spot 
Runner, whose self-service cable spot buying process could enable 
economies similar to those that allowed Google and others to tap into the 
“long tail” of small-business paid search advertising. Another possibility is 
embedding a video player in certain online Yellow Pages listings. This would 
essentially enhance the level of media and information of a traditional IYP 
lookup.  

• Citysearch recently became the first local search destination to incorporate 
video in a major way with 300 small-business video ads integrated 
throughout the site (and roughly 400 more to come). These are spotlighted 
in city-specific pages and embedded in individual business listings. 

• Certain vertical categories, such as autos and real estate, are more 
conducive to video and have minimal elasticity of advertising. The level of  
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competition, considered purchases and high-margin sales of such verticals 
have made early adoption for a number of online ad media a matter of 
necessity.  

• The opportunity is greatest, however, for IYPs, given sales assets, existing 
SME relationships and the growing demand for video advertising in the 
small-business marketplace. Add to this the presence of high-margin, low ad 
elasticity vertical categories (similar to autos and real estate) such as 
professional services, and the potential becomes clear. 

• Overall, small-business video advertising can combine the traditional 
strengths of pull-based directional marketing, the Internet’s targeting 
capabilities, and finally the emotional and dramatic power of television. 
Given the demographics of broadband users, the online audience reached by 
these ads would also be well-educated, affluent and more likely engaged in 
pull-based content retrieval. 

• Many of the benefits have yet to be seen, and multiple challenges still exist, 
such as the investments required in site design, video delivery, video SEO 
and growing pains in sales integration. The payoff in video, however, is 
considerably worthwhile.  

• In the local search space, simple matters of staying competitive will require 
investment in video. Online video could become the next must-have format 
in local directional advertising. This will carry the benefits mentioned 
throughout this report and others that will become evident as the medium 
itself evolves.   
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Appendix I: Video Search and SEO 
One of the challenges that has begun to present itself in the growing field of online 
video is searchability. Unlike text, a piece of video content isn’t inherently 
searchable. A handful of companies and strategies have developed to solve this 
problem.  

Strategies have involved everything from user-generated tagging of video content 
(similar to Flickr’s user-tagged photos), providing closed captioning transcripts as 
searchable content, and sophisticated speech recognition technology to generate 
searchable text.  

This isn’t as much of a challenge with local video ads on Citysearch and other local 
search destinations than it is on, say, YouTube because of the relatively small and 
manageable volume of content that currently exists on those sites. But as small-
business video advertising reaches mainstream levels, as this report forecasts, this 
will become an increasingly relevant challenge. 

Furthermore, once the problem of searchability is solved, local search destinations 
can see greater SEO benefits of video integration in addition to the other benefits 
mentioned throughout this report.  

A very similar issue — with implications for local video search — is the development 
of different forms of monetization of online video. Placing contextually relevant 
advertising in and around video content requires an automated “understanding” of a 
piece of that content — in the same way that Google and others place text ads in 
contextually relevant spots on publishing partners’ Web sites. 

The easiest and most prevalent form of video ad monetization thus far has been the 
pre-roll ad, which is generally a 15- to 30-second ad that is played at the front end 
of a piece of video content. This applies more to entertainment-type video clips seen 
throughout the Web than the local video ads mentioned in this report. But again, 
video ad integration for all online video has important implications for video SEO on 
a local level.  

The bottom line is that all these efforts share a common need for more effective 
ways to index video content. 

Experimentation and Market Growth 
Tim Tuttle, CEO of video search company Truveo (acquired by AOL in 2005), 
expressed during The Kelsey Group’s Drilling Down on Local ’06 conference that we 
are in a wild-west phase of experimentation with online video. There are no clear 
rules or standards for what works best for consumer preferences, distribution and 
monetization. That is as true today as it was then, and the experimentation in the 
marketplace continues with no clear standard yet emerging.   

But what many can agree on is that pre-roll isn’t the answer, as it has been met 
with distaste by a majority of consumers. Pre-roll, however, is a dominant method 
today, with about 90 percent of ad inventory sold out at a given time, according to 
eMarketer. This is mostly because it is the easiest way for national advertisers to 
play a part in online video advertising by simply repurposing their existing creative 
(television 30-second spots).  

But with growth in online video there will be innovation with more effective and 
seamless ways to integrate contextually targeted video advertising. According to 
eMarketer, U.S. online video ad spending grew 82.2 percent to US$410 million from  
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2005 to 2006, representing 2.6 percent of total Internet ad spending. EMarketer 
projects 89 percent growth in 2007 to US$775 million, or 4.2 percent, of total 
Internet ad spending. 

The growth in consumer use of online video is likewise rising, as shown earlier in 
this report. As with online newspapers, there is a disconnect between ad spending 
(as a percentage of overall online) and quickly growing user bases. As the numbers 
above indicate, Internet video ad spending represents only 2.6 percent of total 
Internet ad spending. But the Internet audience is about two-thirds the size of its 
TV counterpart. In addition to many signs of market growth, this points to an 
impending ramp-up in online video ad spending.  

Beyond Pre-Roll 
With this growth will come innovations in ad delivery. This will involve moving past 
pre-roll and finding more innovative ways to seamlessly integrate ads in a targeted 
fashion. This will require better ways to automatically “understand” video content. 
The innovation driven by this monetization goal will create, as a byproduct, better 
methods of SEO for video clips. This will once again benefit the small-business local 
video advertising content on which this report focuses.   

So what are the methods of better automated contextualization around video 
content? 

Google for one is looking at ways to move beyond pre-roll ads as an ad vehicle, 
taking the same tack it did when it revolutionized the relatively nonintrusive 
placement of paid search text ads. Learning that users respond to more relevant 
and less intrusive targeted ads, it will look for ways to take the same approach to 
video advertising. This will begin to be seen in its video efforts with Google Video 
and the newly acquired YouTube.  

YouTube last week in fact began to integrate inline video ads, which show text 
below a video window while it is playing. The text can be clicked to expand an ad 
window that is layered on top of the player and hyperlinked to a Web site.  

New Players in Video Search and Monetization 
Adap.tv has moved further along in monetizing video content with dynamically 
placed text ads. Unlike pre-roll, this involves inserting small ads for products that 
match the video content at a contextually relevant moment in a given clip.  

Ads stay on the screen for a few seconds and are shown again at the end of a video 
(taking the place of post-roll ads). This includes dynamically shown text ads that are 
hyperlinked and accompanied by small graphics of products. 

This employs speech recognition as well as search algorithms that look at metadata. 

“We take a multidisciplinary approach,” says Sean Behr, Adap.tv vice president of 
product management. “Voice recognition is helpful for some video. For some it 
doesn’t help at all if there is no real voiceover, so we run through a number of 
algorithms and learning systems to figure out what a piece of video content is 
about.” 

The company has partnered with third-party ad networks such as Shopping.com to 
bring in its advertisers. On the other end, it is working with Metacafe and other 
video destinations to incorporate its ad serving technology in their video clips.  

“In a video involving Disney content, we think this is a great opportunity to 
advertise Disney hotels, tickets to Disney world, etc.,” says Behr. This of course is 
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nothing new in the world of online advertising but it is new in online video, given 
the aforementioned challenges.  

For Web publisher partners such as Metacafe, Adap.tv’s ad serving technology 
comes with a dashboard that allows them to choose how and where videos are 
integrated, how translucent they are as overlays to the video window itself and 
where on the screen they appear.  

Adap.tv’s Dynamic Text Ad Placement in Action 

 

Source: Metacafe.com (2007) 

Online Video                   Copyright © 2007 The Kelsey Group Page 21 



 

Adap.tv’s Text Ads Also Replace Post-Roll 

 

Source:Metacafe.com (2007) 

This involves an invisible layer of flash code overlayed on every video clip that 
allows advertisers to integrate placeholders where they’d like videos to appear when 
Adap.tv’s software determines the right ad placement and timing.  

In a demonstration of the product on a randomly chosen Metacafe video, a user-
generated video showed shots of a popular soccer video game, and was 
accompanied by small text ads that appeared occasionally from different online 
retailers that sell the game and related products (such as Amazon.com).  

 “We want to move beyond the pre-roll ad by monetizing the time between pre-roll 
and post-roll with an overlay to the video,” says Behr.  
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Video games will be a big category for Adap.tv, and fitting to the retail advertisers 
prevalent within Shopping.com’s advertising network, with which Adap.tv partners. 

“If a user is watching this trailer, they’re probably a video game player; they’re 
probably interested in soccer video games. It’s a great place to advertise strategy 
guides, video games themselves, all that kind of thing,” says Behr. “For Metacafe, 
they don’t want their users to be too annoyed and so this is a great way for them to 
avoid pre-roll [with] a viewer-friendly way to monetize short-form video content.” 

Similarly, a company called ScanScout employs speech recognition technology to 
dynamically insert contextual ads around video content — in some cases at the 
exact moment a keyword is spoken. Ad formats can be text and display and offer 
the ability to watch an accompanying video or go to a company's Web site.  
 
Blinkx.tv also has an evolving speech recognition technology that it has applied to 
its video search engine. It has thus far used the technology to make videos more 
searchable and SEO friendly, which has direct implications for local search 
destinations that wish to integrate small-business video ads. It will also be used to 
make better contextual matches with various ad formats, as done by YouTube, 
ScanScout, Adap.tv and a growing list of others.  

What About Local? 
To tie this back to local, the many ad serving technologies mentioned above possess 
the same core challenge of small-business video ads in becoming more identifiable 
and crawlable by search engines.  

TurnHere recognizes this challenge and has begun to develop an SEO strategy for 
its small-business video creation and distribution. 

“Since search engines are designed to crawl text, not images, on Web sites, from a 
pure SEO perspective, video is not quite there yet,” says TurnHere’s Inman. 
“However, we are working very closely with the major search engines to develop 
systems, such as transcriptions, that will effectively and efficiently translate video 
content into natural search results.”   

Transcription is one method, decidedly less sophisticated than those outlined above, 
that local search destinations can begin to incorporate to improve the SEO 
friendliness of video content. 

“Through TurnHere’s distribution agreements with local search sites such as Google 
Local, we can ensure that links to a local business’ video ad spot appear 
prominently in the local search results,” Inman adds. “We have found that the 
presence of a video link in these search results brings an appreciable increase in 
customers to a business.” 

Overall, video represents a double-edged sword for searchability, SEO and 
monetization. It is much more content rich than text, allowing for a gold mine of 
content and “ad hooks” against which to apply search algorithms. The challenge is 
to mine that content effectively and bring it to the surface so that search engine 
crawlers and contextual ad placing engines can effectively find it. 

Look for continuing innovation to solve this problem and help the exploding ranks of 
online video clips to be more effectively found and for user response to be more 
effectively tracked and measured with video-focused analytics engines.  
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Appendix II: Companies Named in This Report  
 

Adap.tv 
AutoTrader.com 
Blinkx.tv 
CanPages 
Citysearch 
Comcast 
DexOnline 
EepyBird.com 
Google 
Kudzu.com 
Metacafe 
MojoPages 
Savory Cities 
ScanScout 
ShopLocal 
Spot Runner 
Spotzer 
TurnHere 
Vehix.com 
Yahoo! 
Yellow Book 
Yellowpages.com 
YouTube 
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