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MARY: The Kelsey Group’s Drilling Down on Local conference in late March 

tured a wide array of topics, and an even wider assortment of speakers, 
mplifying the expansion and relevance of the local media space. The diverse 
sions carried the common string of local media and advertising and the myriad 
nologies, trends and consumer behaviors that drive them. The show’s tagline — 

rgeting the On-Demand Marketplace” — illustrated its theme: Media is fragmenting 
 more choice is being put in the hands of consumers to pull in content where, how 
 when they want it.  

 represents a double-edged sword for media companies and advertisers that wish 
each consumers. On one hand, the move toward on-demand content is disruptive to 
ir established delivery models. On the other hand, the pulling in of content on which 
demand is based will allow acute targeting of consumer behavior, location and 
nt. But at this early stage of developing technologies and business models to serve 
 on-demand marketplace, many technical challenges lie in media formats, 
forms, content aggregation and ad delivery. With the short amount of time allotted 
each session, the panels attempted to attack a portion of these issues. What follows 
 sampling of conference highlights.   

izon Partners With Google  
ing his keynote address on Day 1 of The Kelsey Group’s Drilling Down on Local 
erence, Eric Chandler, president of Internet operations for Verizon Information 
ices, announced that SuperPages.com has formed a partnership with Google to 

ribute its listings in the latter’s AdWords search marketing platform.  

 deal positions Verizon as an authorized AdWords reseller and gives it an additional 
form to offer its SME customers — part of a bundled ad strategy it hopes will appeal 
ore local businesses. It will also expand Verizon’s inventory because its tens of 
sands of local advertisers often want to buy more ads than its traffic can support. 
zon can now broker search marketing inventory and position itself in front of 
gle’s traffic as well as that of AOL and Ask.com where Google ads appear. 

gle, meanwhile, gains an additional sales channel into the local marketplace in the 
 of Verizon sales reps. Google no doubt hopes to utilize this channel to net new 
omers among the majority of local businesses, which aren’t technically inclined to 
 up for an AdWords campaign on their own. Introducing such SMEs to online 
keting has clearly been a strong push for Google and is the strategy behind Page 
tor, its recently launched free Web site building and hosting product. This will allow 
ll businesses to create an online presence and then, the company hopes, transition 
dWords customers. More analysis on Chandler’s announcement is provided in this 
k’s Local Media Journal. 

yright © 2006 The Kelsey Group. All Rights Reserved. Page 1 
 published material is for internal client use only. Any unauthorized distribution could 
ult in termination of the client relationship, fines and other civil or criminal penalties. 



Is the Infrastructure There? 
To kick off the two-day event, the first panel discussion appropriately focused on the 
underlying wireless and broadband data networks that will drive or inhibit content 
delivery.    

Chuck Haas, chief executive officer of metro wireless network provider MetroFi, believes 
most major metropolitan and suburban areas will be Wi-Fi enabled in five years. David 
Payne, director of development for EarthLink Municipal Networks, agreed and opened a 
discussion about revenue models for these networks. The panel agreed that an ad-
supported access model is attractive for monetizing municipal Wi-Fi networks.  

Participants also included Brian Jurutka, comScore Networks’ director of marketing 
solutions, and Om Malik, Business 2.0 senior reporter and broadband luminary. Malik 
pointed out that Google has just published patents indicating its desire to monetize 
wireless networks with targeted advertising. This would involve a browser’s appearance 
being dynamically modified to feature brands associated with a given wireless access 
point. Consumers would sign up by agreeing to receive ads in return for free access.  

Haas posited that this type of model isn’t new. It’s conceptually similar to free metro 
newspapers that are filled with ads. But in comparison to such papers, the fixed costs of 
building out a municipal Wi-Fi network are relatively low (about US$10 million for a city 
the size of Philadelphia). The challenge for network providers lies in the lack of a sales 
channel. This represents yet another partnership opportunity for a technology provider 
and a traditional media company, such as a Yellow Pages company or newspaper, that 
has the feet on the street to sell these ads. This could be a mutually beneficial 
partnership in the same way the aforementioned Google-Verizon deal is. 

Rashtchy Sounds off on Search 
Safa Rashtchy, senior research analyst and Internet media and marketing managing 
director for Piper Jaffray, drew a sizeable crowd. This was, no doubt, because of his bold 
stock price predictions for Google (he said it will hit US$600 per share in 2006) and his 
bullish stance on search, both of which have placed him in the limelight over the past six 
months. Rashtchy gave a thoughtful address on local search, including predictions that 
the 500,000 local search advertisers in the U.S. will grow to reach 2 million to 4 million 
over the next five years. He also predicted local search will lead to as much as 50 
percent of all purchases online. 
 
In addition, Rashtchy stressed the need for real-time inventory management using radio 
frequency identification, or RFID, tags that are integrated with consumer facing 
inventory databases. This will be a key step for local search because it will help close the 
loop on online search and offline conversions and allow for better tracking between the 
two and thus more effective return-on-investment analysis of online marketing.  

Online Video Gets Exposed 
Internet TV and IP video delivery in general have become hot areas in the past year. 
Many companies are experimenting with video delivery methods and monetization 
strategies, and a great deal of funding has streamed into the space. Last week video-
sharing site YouTube raised an additional US$8 million from Sequoia Capital, which it will 
use to support its rapid expansion. The site gets about 35,000 video uploads per day as 
well as about 35 million video views by about 6 million users per day. 

Video search company Truveo also received funding late last year when it was acquired 
by AOL to act as the video search engine of the latter’s expanding video content 
aggregation and distribution efforts. Tim Tuttle, Truveo’s cofounder and vice president of 
AOL Video, sat on a panel titled “1,000,001 Channels: But Is Anybody Watching?” Also 
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on the panel were Suranga Chandratillake, CEO and cofounder of Blinkx; Greg 
Demetriades, CEO of WhiteBlox; and Bradley Inman, chairman and founder of TurnHere. 

The panel agreed that we are in a “wild west” phase of online video. Because it is 
unclear what pricing models, ad delivery methods and content formats will appeal to 
consumers, a great deal of experimentation is happening in the space. The panel 
discussed whether consumers prefer watching ads to subscription or a la carte pricing 
and whether the 30-to-60 minute program length is conducive to online video. The 
participants also considered whether there should be text ads adjacent to video players 
that are hyperlinked to enable better tracking or pre-roll video ads, which are more 
conducive to a video format. As it turns out, the panel concluded, there is no silver 
bullet in online video. Allowing consumers the choice to pay for content in different ways 
at the onset will determine which business models make the most sense.   

Tuttle referenced AOL data that show a disconnect between the advertising industry and 
the viewer. Despite pervasive pre-roll ads on many online video channels, Tuttle’s data 
show “viewers absolutely, uniformly cannot stand” these 15-second video ads. Inman 
agreed and mentioned that not only is a direct response medium desired by the 
advertiser “but users want a hyperlink to activities of interest to them, akin to 
advertising on Google.”   

Many on the panel were bullish about the idea of short-form video. According to Inman, 
for a significant period in cinematic history, the length of movies justified their high 
production costs as well as consumers’ efforts to go out to theaters to see them. That 
doesn’t apply online, however. Many online video clips are short because “it is just 
enough time to see it before your boss catches you watching it at work,” Inman 
quipped.  

Social media will play a big part in the online video revolution and will be the conduit to 
the creation of specific channels of viewers to which highly contextualized ads can be 
served. These will revolve around hobbies, interests, geography, professional tracks, 
sports, etc. Videos in these channels will be delivered through community-based portals 
in addition to individuals’ own Web sites, and there will be a great deal of syndication 
between the two. “Every Web page will become a video channel, and people will create 
video like they create Web pages,” said Inman. The panel agreed.  

We are in the beginning stages of the Internet video revolution, and a 45-minute panel 
discussion isn’t nearly enough time to explore it in depth. Look forward to more video 
panels at Kelsey conferences. In the meantime, read our recent IPTV White Paper, 
“From Reach to Targeting: The Transformation of TV in the Internet Age,” and Internet 
TV Advisory, “The Rapidly Evolving Internet TV Landscape.” 

‘Socializing’ at Drilling Down 
A large panel on social search discussed the key issues that face social media and 
community Web sites. Titled “Social Search is the New Black,” the panel included Manish 
Chandra, CEO and founder of Kaboodle; Andy Gadiel, CEO of JamBase; Steven Marder, 
CEO of Eurekster; Chris Tolles, vice president of sales and marketing for Topix.net; and 
Jeremy Zawodny of Yahoo! Technical (who has since joined Google). 

Also on board was Chris DeVore, chief operating officer and cofounder of Judy’s Book. 
The panel came on the heels of an announcement by Judy’s Book that it will syndicate 
its user reviews and blogs on Local.com. The deal will bring more traffic to Judy’s Book 
advertisers, while Local.com will enrich its own listings with value-added user ratings, 
reviews and blog content.  

Knocking down content walls and syndicating data has been an important trend lately in 
social media. The case for content syndication is that it can drive more traffic to a site’s  
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listings and back to the site itself. The alternative is to fight to get users to show up at 
your doorstep. The syndication and increased business activity around social search 
indicate it will continue to be integrated into many forms of online media.  

Yahoo! is leading the charge with technology development and acquisitions of companies 
built on social media, including Flickr and del.icio.us. Yahoo!’s Zawodny stressed the 
importance of social elements to develop trust within a particular community or area of 
interest. Eurekster’s Marder was also bullish on the partnership opportunities with other 
online channels to build a social media layer on top of their content, which would create 
incremental value in more relevant search. We’ll continue to cover this emerging area 
and will publish a White Paper on social media later this quarter.   
 
From the Horse’s Mouth 
Day 1 of the conference ended with a long session of small-business advertisers, who 
were given the chance to tell the audience where they’re spending their ad budgets and 
what is and isn’t working. The panelists represented the upper end of the SME spending 
scale, with annual advertising budgets of US$50,000 to US$120,000. The participants 
stressed a shift from offline to online advertising and pointed out the value of the 
tracking and cost-per-action spending models that Internet channels allow.  
 
A panelist representing a cosmetic dentistry practice perceived a strong ROI from 
magazine advertising, but the rest said they primary advertise on Google, Yahoo! and 
Internet Yellow Pages. All the small businesses are heavily engaged in determining the 
ROI of their advertising spends, suggesting that today’s SME advertiser is becoming 
increasingly savvy and scrutinizing of advertising effectiveness — a boon for paid search 
and cost-per-action models. 
 
Verticals and the Online-Offline Purchase Funnel 
A keynote address from Gerry Campbell, senior vice president of AOL’s search and 
directional media group, opened Day 2 of the conference. Campbell referred to the 
broadband session a day earlier and stressed the message that serving users and 
focusing on content should trump discussions of how and when we will have the 
broadband and wireless capabilities to handle its many forms. 

“Pipes won’t matter,” said Campbell. “We’ll all be soaked in IP. Worry instead about 
content and tapping into consumer intent.” With this he took a bullish stance on the 
strength of verticals to convert consumers as opposed to general search. “A shopping 
vertical will do a better job of taking transactions and will extract a better willingness to 
pay from consumers.”   

These thoughts reflect our own research and were echoed during the panel that followed 
titled “The New ‘Purchase Funnel’: Online Shopping, Offline Conversions.”  

“Folks that come in via search tend to be earlier on in the purchase funnel. When you go 
to a vertical site, you tend to be farther down because you’ve got a pretty good idea of 
what you’re trying to purchase,” said panelist Brian Hand, CEO of ShopLocal.com. “What 
you’re trying to decide at that point is, who am I going to buy it from, am I going to buy 
it online or offline, what price points am I looking for, what are the attributes of the 
product, do I want to buy it locally, [and] what are the hours of operation and the return 
policy?” Other panelists included Kendall Fargo, founder and CEO of StepUp Commerce; 
Catherine Kelly, chief technology officer of HarvestINFO; John Melideo, CEO of Jambo; 
and Rob Wight, CEO of Channel Intelligence.  

The issue, however, is that the vast majority of local shopping happens offline. The 
Kelsey Group reported in February 2005 that 70 percent of U.S. adults use the Internet  
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as a primary method to search for local merchants and stores. But 62 percent of U.S. 
online consumers prefer to buy offline, according to Forrester Research. Furthermore, 92 
percent of purchases influenced by search engine usage in the consumer electronics and 
computers category were made offline, according to comScore.  

Many of the panelists’ own companies are working on ways to serve the user with a 
directional medium for offline shopping that has qualitative content to steer them in the 
right direction. StepUp Commerce runs a product database that sits between national 
and local retailers and its online syndication partners, which include Google and 
SuperPages.com. Consumers searching these sites can find out the inventory and 
directional information for the retailers with which StepUp has partnered, including Best 
Buy, Circuit City and CompUSA.  

Similarly, Channel Intelligence provides a platform that helps retailers get their 
inventory online — where it can be purchased, compared and viewed — to drive an 
offline purchase or pickup. The company’s retail clients include Circuit City, KB Toys and 
Target. ShopLocal, meanwhile, brings the print local circular ads and inventory 
information of national chains online, which ads a layer of valuable product information 
to directional advertising in order to drive an offline buying.  

Gillmor Prescribes Fresh Thinking to His Industry  
Veteran journalist and prolific Silicon Valley blogger Dan Gillmor joined Greg Sterling on 
stage during the second day of the conference for a keynote interview. It was a timely 
address, as Gillmor’s own former employer and the hometown paper of the city where 
the conference was held, the San Jose Mercury News, is in the process of being sold. 
The paper’s former owner, Knight Ridder, recently sold all its newspaper assets to The 
McClatchy Co., which in turn is selling a number of the larger-market papers acquired 
through the deal to pay down some of the debt of the overall transaction.  

The sale of Knight Ridder epitomizes the falling margins and circulation numbers that 
are becoming common across the newspaper industry. Reasons include increased 
broadband penetration, a fragmenting media world and younger generations’ affinity 
toward online media.  

So what can be done? Gillmor stressed that he doesn’t have the answer about which 
online distribution methods should be enacted by newspapers because he is not a 
technologist. However it is clear, he contended, that something must be done or the 
industry will continue to suffer at the hands of online media channels, which will 
increasingly dominate consumers’ attention shares. This is a scary prospect, he says, 
because newspapers are pillars of journalistic standards that drive transparency and 
democracy in our society. This important function could erode because the business 
models that protect newspapers are themselves crumbling.  

Experimentation with online distribution methods and partnering with tech companies to 
build Internet business models are options. However, Gillmor acknowledged that it is 
difficult for newspapers — as large organizations with long-established ways of operating 
— to move quickly in instituting progressive changes to save themselves.  

“They’re very conservative businesses. Change is slow at best,” he said. “I can 
remember redesigns that would go on forever before they were launched, and then 
hardly anyone would notice except the people who couldn’t find the feature they used to 
be able to find.” 

There is also the very significant fear of newspapers’ cannibalizing their own print 
revenues. Though online news overall is seeing double-digit growth (compared with the 
low single-digit growth rates of most print papers), it still represents less than 5 percent  
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of many publishers’ revenues. This is one reason publishers have been slow to embrace 
online distribution; the payoff is not yet great enough to justify cannibalizing a core 
revenue stream.  

“The thing holding them back is not wanting to cannibalize existing, very profitable 
revenue streams,” said Gillmor. “I tend to think like many people that cannibalizing 
yourself is better than having someone else do it to you.” 

The bottom-line message was that online will eventually become a sizeable revenue-
generating force in the market. The most progressive and creative publishers will be the 
ones to reap its rewards or, more importantly, recoup the losses of their declining print 
businesses. This will require leveraging offline strengths (trust in the community and 
journalistic standards) in new online formats.  

For a deeper analysis of the issues, challenges and opportunities that face the 
newspaper industry, see our recently released White Paper titled “Newspapers 2.0: The 
Competitive Dynamics and Challenges Facing Newspapers in the Online Economy.”  

Online and Off 
Drilling Down on Local ended as appropriately as it began, with a panel that discussed 
the opportunities that exist online and offline and what is being done in the market to 
bring them together. Combining online and offline media channels can improve 
economies of scale and positively affect the network as a whole. Each channel can also 
take advantage of the other’s reach.  

A hot topic was Google, which has made many much-publicized moves to gain offline 
content distribution channels. These include its print advertising strategy and its 
acquisition of dMarc Broadcasting, which will enable it to broker radio ad inventory. Next 
for the company, we believe, is a television advertising platform. This type of company 
is best represented by Spot Runner, whose CEO Nick Grouf happened to be sitting on 
the panel. 

The Bottom Line: Never Enough Time 
For many of the conference panels, there wasn’t enough time to thoroughly discuss the 
topics covered or their many tangential facets. Similarly, this Advisory could go on for 
many more pages to dissect the multiple panel discussions that resonated with us and 
with the audience and participants. Each panel could very well constitute its own report, 
and many will be the topics of upcoming Advisories and White Papers (as noted, some 
have already been covered in recent reports). These discussions will also serve as 
foundations for ongoing dialogue with the panelists, our clients, and the broader local 
media and search industries.  
 
All the components of local media and search discussed at the conference are dynamic 
areas that show no signs of settling down. Consumer behavior is changing quickly and 
driving innovation. But there is no clear discernment in the marketplace about the types 
of online products and technologies consumers want, so we will continue to see a great 
deal of experimentation. Methods of consumption are likewise unclear, as are their 
corresponding content distribution models. There is no silver bullet. It is becoming clear, 
however, that demand for on-demand is growing. As a result, traditional media 
companies that are protective of outdated business models will lose share to new market 
entrants that can deliver content when, how and where consumers want it.  

Our next conference, the annual Directory Driven Commerce event run by The Kelsey 
Report®, will focus on the challenges and opportunities faced by print and online 
directories. It will take place in Los Angeles, Sept. 18-20. Please visit our Web site for 
more information.   
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