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The year2008 was the year when the importance of rich online media as a form of content
distribution and consumption was established beyond any doubt. Take, for example, the 2008
Summer Olympics Games inBeijing, when NBCOIlympics.com attracted close to 6%z million users
daily, who, on average, stayed more than 13 minutes per visit and spent more than 27 minutes
when consuming video. In total, users watchedmore than 6 million hours of video content or 60
million video streams, which represents a 5fold and 20-fold increase compared to the Torino and
Athens games combined.

Not only the number of users, but also the viewing time marks a big difference. In the past, online

vidleo consumption was | imited to Osnippetsd of video
users enjoy the experience and find the image and sound quality acceptable.Worldwide, billions

of videos are viewed online every month.

In the first half of 2008, for the first time, some territories i such as the Lhited Kingdom i saw
growth in online advertising spend massively outpace growth in spending across other media.
OFCOM recently reported that online advertising revenue in the United Kingdom for 2007 was
£2.8 billion while TV ad revenue from terrestrial broadcasters was £2.4 billion. Agthe migration of
ad spending to online spending continues to follow consumer media consumption patterns,
advertisers need to be where people spend most of their time. However, in the second half of
2008, the global economic downturn has led to a much bigger impact on advertising budgets
generally. Clients are scrutinizing how their ad money is being spent across digital andanalog
channels,and effective business intelligence (BI) reporting and analysis to monitor campaign
effectivenessis becoming more important than ever.

Furthermore, content and monetization strategies are constantly refined to meet this lightning
pace of market evolution. Those involved in online videofi from content production companies
and home micro-producers to broadcasters, publishers, and other content distributors i all realize
that the monetization of both content and audiences will become a priority, asnobody can afford
to endlessly produce and distribute video content for free . Advertising-funded and pay-for-
content business models are playing the lead role in turning video on the Web into a profitable
business.

Until now, setting up an online video service was a complex undertaking and fraught with
difficulties, and the process of preparing, loading, and delivering multimedia content, combined
with the serving of appropriate advertising, required a lot of manual work and did not really scale
very well.

This white paper introduces an end-to-end blueprint for video services deliveredusing the Web,
developed by Microsoft and its partners . It encompasses business models for online video
services a sample client design providing a state-of-the-art user experience, and the back-end
software architecture to support a commercial online video service. The frontend components
not only deliver video, audio, images and a variety of advertising formats, but they support
different interaction models and combine a player functionality , content exploration and
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communications tools, community services, and customization options into a truly engaging user
experience. The backend software architecture shows how Microsofte server products and
servicescan be used for content loading and preparation, content protection, content delivery,
content marketing, contextual and targeted advertising, customer relationship management
(CRM) customer profiling, analytics, and reporting .

Our goal was to address the needsof those who produce, distribute , and deliver online video
servicesto usersvia the Internet in a coherent and consistent way, endto end. As the market for
online video servicesevolves, sowill this blueprint.

We understand that where you stand in the process defines your needs This paper shows how
you can use the Microsoft platform to overcome your specific challengesand stay one step ahead
of the market.
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1 Executive summary

Our lifestyles are changing: We are becoming more mobile in our work and social lives. This has
an impact on how we use media, and on what we expect from media: We increasingly expect
content to be available anytime, anywhere, on any device, and we want mae control over the
content we consume, including when and how we watch a movie or a TV show.

Customers and advertisers demand more, and the opportunity for media and telecommunications
companies is huge: Online video not only attracts larger audiences than traditional ¢static6\Web
content, it also is a compelling new advertising medium, for example, becausevideo ads are
considered much more engaging than traditional banner ads. Rules for targeting and contextual
placement of ads can help to deliver the right message to the right people at the right time,
increasing the efficiency of ad campaigns, and reattime reporting provides advertisers with near -
immediate insight into campaign effectiveness. All this makes commercial online video servicesa
potential ly very profitable business.

Building a successful online video service, though, remains a challenge for media and
telecommunications companies. It often requires custom development, integrating several
separate products, defining interfaces, data models, and workflows. And while time-to-market
often is crucial for success as coneninmeontenBareat t i t ud
rapidly evolving, all this consumes time and introduces risk and complexity. Using a standardized
white-label online video service from a third party may seem a pragmatic solution but creates
new dependencies, takes away diferentiation options , and may disinter mediate audience and
advertiser relationships. Finally, operating an online video servicein many cases is more labor
intensive than it should be, because many back-end processes for content loading and
preparation, and for ad booking , are manual and inefficient. In many deployments, workflow
optimization and automation have not been an area of focus during the design phase, causing
increased operating costs.

The Microsoft blueprint for online video services asproposed through this white paper , is
intended to help providers succeed with commercial online video servicedi to help them get
started more quickly, reduce the cost and risk associated with bespoke implementations, develop
a differentiated value proposition to consumers and advertisers, and effectively monetize their
offerings.

The consumer front ends are intended to provide a rich and interactive experience through which
all types of video services can be consumed for example, live TV, catchup TV, and video on
demand), across a variety of different devices. The frontend components of this blueprint include
a media player, a customizable electronic program guide, various methods of searching for and
selecting content, and integration with messaging and community services.

But this blueprint is not just about the consumer experience. It also includes a complete back-end
infrastructure for loading content and preparing it for distribution, an e -commerce module
supporting pay content business models, an advertising module for monetization through
contextual and targeted advertising, plus reporting and CRMmodules.
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On the business side, this white paper discusses various business models for monetizing online
video services. While the basic sources of revenué subscriptions, transactions, and advertisingi
are the same as indraditional 6video media, online video servicesrequire the business models to
be adapted to the user expectations and advertiser demands in online media. Solutions based on
this blueprint will support a combination of pay -for-content and ad funding, the business model
most likely to be succesdul for online video.

This blueprint for online video servicesis based on the experience gathered by Microsoft and its
partners through dozens of online media projects. It identifies the key business processes and
explains how these can be supported by Microsoft products and services. The businessbenefits of
solutions based on this blueprint are described in the following section 0. An overview of the
business functions covered in this blueprint is given in section 1.2 below.
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1.1 Business benefits

1.1.1 Reach, engage, and retain audien ces

Online video services deliveredusing the Web provide an opportunity to attract new audiences
and build deeper, multichannel relationships with them, retaining users as they choose among
different channels to consume content. Solutions based on this blueprint help to engage users
more intensely through a differentiated user experience wi t Hookaanddfeeldthat is
customizable. Asshown in Figure 1, the end-user interface is not just a media player or an
electronic program guide but a composition of different functional elements that enable both an

i nteractfiovorewdrodh@snawmed -If &¢ lewar d o)

inspired by the best practice in online video and include the following:

1 Tools for content discovery and program selection, including tools to explore
available content and search for content, an electronic program guide , and
promotions, ratings, and recommendations

1 Avideo player that supports in-portal, full-screen, and detached miniplayer

modes

1 Messaging and community features

9 Advertising opportunities around each functional element and also embedded

within each element
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Figure 1: Example of an enduser interface based on this blueprint

With solutions based on this blueprint, online video services providers can also enhance the
positioning of the media brand . They canbuild content awareness and content purchase intent
(for example, pay content) through a composite of different functional elements such as the

experience.

S

k e
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Electronic Program Guide EPQ (section 3.2.2), the content selector (section 3.2.3), and the
content navigator (section 3.2.4). Each of the functional elements of the front-end and the
interactions with these elements present opportunities for users to experience the media brand
and content, explore more content, and engage with the brand.

The user experience described in thonfnebdeweprint
p o r tBadauseit accommodates a variety of content delivery networks, users can aggregate and

view all their content choices in one placefi not just on-demand content, but any combination of

live and catch-up content as well as on-demand content. Users will not have to depend on

different media players, different applications, and different Web sites to listen to audio and view

videos, but can use a single front end to aggregate all their favorite content into one place and

control how it is presented.

1.1.2 Provide a differentiated value proposition for advertisers

Rich media applications based on this blueprint enable a broad spectrum of marketing
opportunities i banner advertising, in-stream advertising, promotional content, sponsored links,
and recommendations, which can be combined for maximum brand engagement. The proposed
digital advertising solutions support behavioral targeting as well as contextual advertising,
optimizing advertising effectiveness and driving ad spacesales at much higher prices than
traditional online advertising. Extensive analysis and reporting capabilities enable better tracking
of user interactions and campaign effectiveness, helping advertisers to make insightful decisions
on their campaign strategy. When changes to the campaign are needed, the proposed integrat ed
design shortens time to market of new ad content by dynamically refreshing metadata and ad
creative.

1.1.3 Enable future rich media services

Online video is an evolving market, and service providers need to evolve their offerings to stay
competitive. The modular, servicesoriented architecture (SOA)proposed in this blueprint
provides the extensibility and scalability to support future rich media services across multiple
digital channels:

T I'ts client application can be adapted to
for branding and functionality .

1 Its three-tier design and the open interfaces of its services enableservice
providers to combine existing with new services,on-premise serviceswith hosted
and cclouddservices

1 Its workflows are configurable to support specific businessprocesses

1 Its digital rights management capability protects content from unauthorized
duplication while enabling the delivery and sharing of content across devices and
platforms.

Solutions based on this blueprint help service providers to get started quickly but also to keep
their options open regarding future enhancements of the service.

10
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1.2 A Microsoft blueprint for online video services

Figure 2 provides an overview of the Microsoft blueprint for online video services proposed
through this white paper. The blueprint describes the business functions, user roles and
processes required for operating a commercial online video service and explains how these can
be supported by Microsoft products and services.

Platforms and Devices

s : . Find View Rate Share
Analytics & Reporting User Experience Delivery

Registration Player EPG Selector Navigator Search Configuration
Content Exhibits

Reports User Experience Adaptation

User Profile and Schemes Themes Preferences Branding Functional Ext. Interface Extensions
Behavior Reports

Technical Reports Attract and Retain Users

Management Discover Search Recommend Aggregate Personalize
Reports

Digital Content Distribution Advertising E-Commerce Community

. 5 5 i Offers Definition
Windows Media Stream Download (direct] Ad Serving 5 ;
( ) Inventory Mgmt. Pricing and Discounts Instant Messaging
Bundles .
Reporting Engine Advertising Metrics o E-Mail :
Digital Rights Management and Reporting Billing Content Sharing

Licensing Encryption  Geo-IP Restriction Ad-Funded Subscriptions

Pay (PPV, PTO, Buy-X)

Bt Digital Content Management  Ingest System Customer Relationship Management

Warehouse

Assets Dam System AssetMetadata Customer Profiles Transaction History Customer Request Handling

Content Offers User Generated

_Price Content

Editorial Content DB'ZC:dulgzs Ad Campaigns UU%\{IEdeo

VoD Content  Live TV Editorial Metadata ) Campaigns ads
Promotions Creative
VoD Catalog  EPG Keywords

Customer Profiles

Names Addresses Interests
Interaction History  (..)

Figure 2: Businessfunctions in online video

In the following chapters, we explain this blueprint in more detail. We begin with a review of the

business models for monetizing online video servicesin Chapter 2. Chapter 3 introduces the

proposed end-user experienceand its functional elements. The per sonas of O0typi c:
had in mind when designing the end -user experience are described inChapter 4, along with the

internal and external user roles required to operate an online video service. The business

functions required for running a n online video service and how they can be supported using

Microsoft products and servicesare explained in chapters 0 and 6. Chapter 7 describes an

example scenario for a phased step-by-step deployment of this blueprint.
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