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Congratulations. As you read this, you are in a unique position to
capitalize because the in-game advertising industry has been born, nurtured, and
is ready to kick some ass.

If your reading this you already know what advertising is, and you know
what Video Games are, and so we’re not really interested in giving you a
definition of what in-game advertising is, but rather we are interested in
defining of what in-game advertising can become, and how it will change
both the advertising landscape and the field of interactive communications.

We envision a system in which relevant information can be dynamically
streamed into and out of gaming consoles for the benefit of the gamer, the game
producer, and the advertiser. We frame this prediction in the form of a
Whitepaper for Quinnipiac University’s ICM 501 course, as part of the Master of
Interactive Communications program.

We will support our position by examining and challenging conventional
adverting methods, observing the past and current state of in-game advertising,
and by reviewing contemporary academic literature on in-game advertising. We
will also demonstrate several examples illustrating ways in which this system
could be used in the future.

Finally we will look to the immediate future by witnessing trends in place
today which we will expect to change the field of in-game advertising as soon as

early 2008. Our evidence has shown that investing in the in-game



advertising industry is a sure thing, and after reading this paper, we hope

you’'re as exited about the potential of in-game advertising as we are.

Change is in the air,

& the foundation is crumbling

Today we live in an age of uncertainty. More than any other time in
history, the control of creative mass media content such as songs, TV shows and
pictures has been shifted from the creators and broadcasters to the consumers.
Everyday people have become “spoiled” by the influx of affordable new
technologies which create and foster an on-demand attitude. Broadband internet
connections have made file sharing and distribution of pirated material possible
for millions of people. Personal storage devices have broken the chains of time; if
we don’t want to consume your message now, we can later. Mobile gadgets are
breaking the chains of space; | can watch Family Guy on the bus, not just the
couch. All of this combines to create an age of insecurity for traditional
advertising models. Because the foundation of creative mass media content is the
all mighty advertising dollar, consumers who are able to avoid advertising
messages, and have enough motivation to do so, are causing the foundation to
crumble and collapse. We are seeing this across the media spectrum.
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Your current methods are failing

Take for example TV advertising, one of the oldest and largest segments of
the advertising industry. According to a recent article from the Boston Globe, as
of the second quarter of this year, about one in five households had a DVR, and
that figure is expected to grow to over one in three by the beginning of 2012. As a
result advertisers are getting more and more desperate to keep viewers from fast-
forwarding though commercial breaks. TV programs are also migrating onto the
web, a realm where traditional commercial breaks with 5, 6 or 7 different 30-
second ad spots per half hour are not tolerated the way they are on broadcast
Television.

The music and radio industries are also in a transitional state. The advent
of affordable satellite radio and the rise in popularity of personal MP3 players has
significantly cut into the business of terrestrial radio advertising. Combine those
factors with competition among different broadcast stations and it is getting
harder and harder for advertisers to successfully send their messages using sound
waves alone.

Advertising on the internet offers some benefits, but we also see some
major problems. It seems as soon as there is a new online advertising
technology, a way to avoid the ads is quick to follow. Websites have banner ads,
and there is software that acts as banner removers. Following the development of
pop-up ads, we had pop-up blockers. Thus contemporary Internet users who
wish to avoid online ads can do so. They block ads because of the poor
relationship between web surfers and advertisers. Too often we see ads online
which are irrelevant, distracting or simply irritating. In the uncharted early
world of cyber space, advertisers too quickly blanketed their messages across site
after site, creating a feeling of skepticism and distrust with the user. The final
problem we have with internet advertising, with the exception of online
advergames, is that internet advertising is rarely engaging, and thus ads don’t

demand our full undivided attention.



Other forms of traditional advertising also have their problems. Print
advertising and product placement in Movies can reach millions of people, but
they lack two specific properties which in-game advertising offers. First they
aren’t user specific. That is, they can only send one message to the entire viewer
or readership. An 18-year old urbanite who reads Time magazine for example
doesn’t have the same purchasing or political interests as a 64-year old retiree
living on a farm. Surly research and demographic studies help advertisers
determine the most appropriate venues in which to push their message, but the
lack of specific messages to specific audiences is impossible. The second problem
is that they don’t offer a dynamic platform in which ads can be changed over time
because the content of both print and movies are inherently static. That is,
product placement in a movie like The Matrix can never be changed, and the
“new and sleek” cell phone of today quickly turns into the irrelevant and aged
phone of yesterday.

A New Direction & Completing the Cycle

The forms of in-game advertising we envision are significantly better than
the previously mentioned mediums for two distinct reasons. One is that the
advertisements will literally be a part of the game and they will be, in essence,
unavoidable. Secondly, if done properly, the gamer won’t have the motivation to
avoid the advertisements because they will be relevant to him, her, or them.

We envision a system in which gamers can not only communicate peer to

peer, as they do today, but can also quickly and easily communicate with



advertisers, merchants and vendors. Not only will advertisements and messages
be “broadcast” into games, but information will also be able to be “broadcast” out
of games, completing the two way cycle necessary for truly effective
communication. This form of top-down and bottom-up information sharing has
been gaining popularity on the internet in several forms, including blogs, but its
full potential has yet to be explored in the gaming industry.

We also predict dynamic advertising can gain from the concept of player
profiles, and the benefits they bring. Often a gamer will create a profile on which
they save their preferences, personal data, and game progress. Online gamers
also have online IDs with which they compete against each other and establish
relationships. The advertisers of the future could benefit from these profiles by
tracking user behavior and observing trends in playing and purchasing habits. By
doing so they could better judge message relevancy, and better serve the gamers
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wants and needs.

Leave the gambling at the casino,

& pay per play

Dynamic advertising takes the guess work out of in-game advertising.
Under the current model, companies which wish to advertise in video games
must pick and choose before the release date in which game or games they would
like there product or ad to be placed. This model is essentially a gamble because
there is no way to guarantee success or popularity of a game. Take for example
the video game Terminator 3, which despite a large amount of pre-release hype
was a critical and sales failure. Any advertiser who invested in the game would

have essentially thrown their money out the window. In fact of the 550 or so



games released each year only about 80 turn a profit (Vedrashko pg. 19).
Currently when choosing which games to be involved with,
advertisers are gambling with their hard earned money, something they
don’t like to do. We foresee a system where advertisements are not set in stone as
they are today, but rather have the ability to flex and update and change. Instead
of ads being written into the code of the game, we envision virtual picture frames
being written into the code, the content of which can be remotely controlled.
With this model, similar to what we see on the web, advertisers pay different
rates for ads, and no guess work is involved. A popular game like “Halo 2” for
example will charge more for virtual advertising than a less popular game such as
“The Godfather.” We envision a system where advertisers get what they
pay for.

Academia is on our side

Although in-game advertising has only recently been of popular interests,
we have identified several key works which help us shed light of the future of in-

game advertising, and help us frame our argument.

Effect of Billboards within the Gaming Environment by Isabella Chaney, et al.
This study from the University of London examined how well subjects
observed and recalled static billboards within a first-person shooter type
computer game. A significant feature of the study was that the participants of the
study were of a wide range of ages, not only college age as we have seen in other

studies. The results showed that the static billboards for both high and low end



products were recalled better in a post-game questionnaire than documented
recall of “real life” billboards. The study also showed that there was no
association between gamers experience level and their level of recall, indicating
that in-game advertising is an effective tool for reaching both experienced and
inexperienced gamers.

These results indicate the effectiveness of in-game advertising
and provide insight into the potential power of strategic billboard-

style advertisements in the virtual world.

The Sponsored Avatar: Examining the Present Reality and Future Possibilities
of Advertising Digital Games by Jason Chambers.

This is a comprehensive essay on the current and future state of in-game
advertising, and helps us identify the existing three types of in-game advertising:

e Screen placement, where advertisements are
visible in the game.

e Script placement, where advertisements are
audibly spoken in the game.

e Plot placement, where advertisements are an

integral part of the story.

The essay also identifies a fourth level to be considered, the level of
interactivity, a concept we relay on heavily in our whitepaper. Chambers argues
that while watching 007 drive a BMW in a James Bond movie may be effective
product placement, playing 007 driving a BMW in a Bond video game creates a
stronger bond between the advertiser and the target audience. He supports this
claim by citing studies that have “demonstrated that intimate involvement
with a product in a video game lead to specific purchasing choices in
the real world (pg. 4).”

This essay also addresses gamers' attitudes towards in-game advertising,

which are positive for several reasons. One reason is because gamers feel in-



game advertising makes video games more realistic, especially in sports and real-
world style games. Another reason is because gamers feel the increased revenue
game creators receive will reduce the retail cost of games, thus saving them
money. The essay does warn, however, that in-game advertising can only be
successful when done tastefully and appropriately, or else run the risk of

irritating the gaming community.

Measuring Player Perceptions by Ben Lewis.

This paper discusses the current state of in-game advertising using both
research and discussion. An interesting topic was the examination of pushing the
boundaries of what we think of as possible with in-game advertising, such as
placing ads in a game set 30,000 years in the future. Some advertisements were
tailored to look futuristic, such as logos for Under Armor apparel and Subway
restaurants; these were received well by gamers. Others which appeared
contemporary such as ads for the US Navy and Air Force were less successful
because they appeared in stark contrast in the context of a futuristic game. The
results confirm what Chaney warned of, that careless in-game advertising can
turn off gamers, and do more harm than good.

Lewis also theorizes that the key is to make advertising truly
interactive. Add a clickable interface to truly engage the gamer. This
type of real time communication is what we propose will take in-game advertising
from its current, static state into a future which is dynamic, relevant, and
appealing.

A final point from Measuring Player Perceptions we found of interest was
the acknowledgement that currently, virtual economies are skyrocketing,
and people are spending more time and money on games than ever before. The
success of massive online games like Second Life has shown us that not only are
people interested in gaming commerce, but are also willing to spend their hard
earned money IN videogames, thus supporting our argument that the future of

advertising is in-game advertising.



Advertising in Computer Games by llya Vedrashko, 2006

This article is self described as “a walkthrough for the first level of the real
life game “World or Advercraft” with a handful of cheat codes and directions to
power ups and monster layers.” It is a comprehensive guide to the current state
of in-game advertising, including facts, figures and trends. It cites experts'
estimations on the explosive growth of the industry, from 15 million dollars in
2004 to 70 million in 2005, and projected growth figures of between 430
million and 1 billion dollars by 2010.

The article compares the current state of in-game advertising to the early
days of the World Wide Web, where standards are uncertain, a few ads are placed
here and there, and a limited commerce is taking place. We predict the industry
of in-game advertising is set to experience the same sort of boom over the next
few years that the internet experienced in the 1990s, and those companies

which invest now will see the greatest return on their investment.

Show, don't tell.

How can it be used?

So all these theories and concepts are great, but how do they translate into
real life? We now put forth three examples which illustrate the flexibility and

potential of dynamic, streaming and profiled in-game advertising.
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The 15 Second Spot

The Madden football franchise is one of gaming industries most successful
franchises. It is played across the globe by kids of all ages and aspiring All-stars
alike. Year after year gamers purchase the newest version and the game has
inspired massive tournaments and even a TV show.

We envision a system where gamers who are playing a sports game like
Madden can have live, broadcast quality video streamed into their
games, much like we see on websites today. At 10:30 for example, a small
pop up window could appear in the corner of your gaming screen to remind you
that SportsCenter is on at 11 on ESPN, and they will be covering all the latest NFL
action.

The advertiser reaches their target audience (sports fans), the gamer gets
messages that are timely and relevant to them, and the gaming industry sees
increased revenue. At 11 o’clock all the gamer needs to do is hit the input button
on their TV and they are set to watch the advertised TV show.

The Sponsored Community

Dynamic in-game advertising can be beneficial not only in terms of time,
but also in terms of space. Imagine if you will a promotion called the Papa John’s
College Basketball Tourney. Itis a geographically sponsored video game
tournament where 200 players from Southern Connecticut compete on Xbox Live
playing a NCAA basketball game. Each game in the tournament features an
audio track in which the advertiser’s name would be spoken several times, and
their would be a huge virtual decal of the Papa Johns logo on the virtual parquet
floor.

Every gamer who makes it to the Sweet 16 receives a coupon for 5 dollars
off their next order. Players who make it to the final four win two large one-
topping pizzas delivered to their door, and the winner gets a new TV.

This sort of campaign would be successful because it benefits the gamer by
offering prizes and an online community to join, benefits the gaming industry

because it generates advertising revenue, and benefits the advertiser because
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their brand is being expanded and they are fostering a strong relationship with
their target audience. Geographically specific ad campaigns could be
designed and implemented at the regional, state, national or

continental level, and could morph and change as need be.

The Long Tail Wing

In the early 1980s Microsoft’s Flight Simulator was one of the first games
to utilize 3D environments. Slowly and steadily graphics improved, newer
versions of the game were released, and a loyal following of gamers exited about
the possibility of flying in new planes and around in new environments
developed.

Although sales of this franchise title have never reached blockbuster
status, the niche market it serves brings with it a wealth of marketing and
advertising possibilities, a concept described as The Long Tail
(http://longtail.typepad.com/).

Take for instance the idea of a Flight Club. Users log into the game using
their player profiles, and “fly” as a part of a sponsored group which offers player
benefits in real life. Log 120 hours as a member of the Virtual Delta Flight Crew,
for example, and receive $50 off your next domestic flight with the company. Or
upon powering up the game in the game console, a graphical banner ad would
inform gamers of an Air Show occurring the next weekend at an airport only 15
miles away. The banner gives the date, time, and location of the event, but it also
adds interactivity — “Press the Y key now to have a text message sent to your
phone 3 days in advance of the show as a reminder”. The gamer does so, and
with the simple click of a button a two way connection has made established
between the promoter and the gamer. We are only limited by our
imaginations when it comes to the possibilities of geographical specific
messages, especially when combined with player profiles.

These examples are only a few of the thousands of possible ways which
dynamic and streaming in-game advertising can be a win-win-win situation

for gamers, advertisers and the gaming industry.
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A few years from now, we expect in-game advertising to revolutionize the
communication between companies and target audiences, and as we will now

discuss, the future may be closer than we ever thought possible.

What level are we at now?

Presently, there are a few big players in the video game advertising field,
players who help companies integrate their product into video games of their
choice with the promise of increasing brand awareness. We have already looked
at some traditional video games and how advertisements were placed
strategically, but before we reach what we feel is the next platform that
advertisers need to strive for, we want to showcase some of the companies who
have already established themselves as key members of the up-and-coming field
of in-game advertising.

Ben Sherman, the British trend and fashion icon sought to gain
exposure in the rising and ever expanding video game market. They chose to
approach their target audience of 18-32 male through insertion into the world’s
only massively open online racing game, Test Drive Unlimited. In this game,
social positioning and appearance are an important factor in game play. This
gave Ben Sherman a unique opportunity to advertise via branded billboards, an

interactive virtual store, and a tie-in with real world activity. Not only would
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online gamers see Ben Sherman billboards around the islands of Hawai’i (the
setting for Test Drive Unlimited), they would also be able to preview the entire
2006 spring/summer Ben Sherman collection in the virtual store as they
“shopped” for clothing and accessories for their avatar. All of this shopping was
done in a 3D version of various Ben Sherman flagship stores through-out the
world. To tie it all together, the agency working on behalf of Ben Sherman
(HIVE, a subsidiary of IGA worldwide) integrated a real world sweepstakes that
rewarded anyone who purchased the game online with an automatic entry for a
chance to win a Ben Sherman wardrobe makeover. The Xbox Live version of the
game also awarded achievement points to gamers who purchased 10 or more Ben
Sherman objects in the virtual store. So how big of an audience did this
marketing campaign reach? Well, according to figures posted on IGA’s website,
over 1,000,000 units had been sold over the counter world wide in 2006 and
with a pass through rate of 2.5, over 2 million customers potentially interacted
with the Ben Sherman brand. Plus, due to the unique collectable nature of the
Ben Sherman items within Test Drive unlimited, the average user had to
revisit the Ben Sherman virtual store an average of four unique times
in order to unlock the achievement for Xbox Live. This in turn creates an
even more positive association with the brand (IGA.com).

IGA has also helped incorporate other advertisers into various video
games. The Discovery Channel and Intel were both incorporated into Battlefield
2142 in the forms of billboards and giant wall posters. What makes these ads
successful, as was noted earlier in this paper, is that gamers actually believed
these ads would be relevant in a futuristic atmosphere. They did not detract from
the gaming experience and in fact added a sense of realism within the online
video game. The placement of these ads delivered close to eight million
impressions for Intel and in a 3.5 week period for the Discovery
Channel, over one million impressions were delivered. And the best
part is all of these ads were delivered specifically to the target audience of 18-34
males who were sci-fi enthusiasts and early adapters. Television and other forms
of advertisement simply can’t deliver the same kind of numbers.
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Online Gamers by Gender
(ESA 2007)

47%

53%

B Female
B Male

According to a 2007 poll by the Entertainment Software Association, 51%
of serious gamers say they do their gaming online, which is up from
19% in 2000 (EAS 2007). Companies like IGA and Massive Incorporated help
their clients reach the difficult teen and young adult market by providing real
time feedback on who is seeing their product, where and for how long. The
technology employed by these companies finally allows advertisers to geo-target
their ads as well as continually update their materials over the lifespan of the
game. If this still doesn’t seem like the approach you would want to take,
consider this: The average high quality video game with strong multiplatform
action, intense graphics and audio, a developed and rich storyline, combined with
deep multiplayer action runs around $15 million dollars in development
costs and can approach the $30 million dollar mark with a large scale
global marketing campaign and licensing fees. Price margins for these games are
shrinking thanks in large part to a competitive game market, not to mention
shared software and piracy. Dynamic advertising in online games finally allows
developers to recoup lost assets from shared or pirated software. By 2010, it is
predicted that in-game advertising will cover about 10% of a game’s
development cost, making game developers eager to develop new and exciting

ways for your product to reach its intended audience.
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(Source: www.massiveincorporated.com)

As we mentioned earlier, dynamic in game advertising allows for a variety
of advertising campaigns. Massive Incorporated offers 2D and 3D ads,

interactive advertisements, as well as full motion video. There are certain

restrictions on the size and length of the ad (full motion video in games can only
be :15 currently, while the typical television spot is :30) and some work better
than others. Full motion video, while enticing, would detract from the overall
gaming experience and as Lewis has noted, this can lead to discontent and a
general feeling of annoyance (Lewis 2006). Instead, full motion videos should be
reserved for others arenas within the gaming world, some place where people are
less immersed in a storyline and are merely wondering about, looking to interact

with other online users. That place is coming, and it is Sony Home.

Advertising in your home sweet home

Playstation Home is Sony’s answer to Second Life. It combines the ideas
of Xbox Live and the Nintendo Mii avatar into a 3D environment that surpasses

anything currently seen in Second Life.
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(Advertisements seen above Home’s bowling alleys)

-Phil Harrison of Sony unveils Sony Home, calling it Game 3.0, where the user is
key to creative content rather than just developers as previously seen in Game 1.0
and Game 2.0.

-Advertising ability within Home, according to Sony official press release, is
limited only by creative vision. Overtime, it will be possible for advertisers to not
only sell their goods online, but also sell their goods in the physical world.

-Advertising within the Home network is expected to be the number two cash
generator for publishers in Sony Home.

-Businesses will be able to set up their own areas in Home and market their
goods in a virtual store. Sporting events and other live shows have the ability to
be broadcast within the Home environment and can be a part of a pay-per-view
system.

17



everybody's fashion enfertainment

(Dress provides the facility for avatars to customize their appearance with branded
clothing. Within Home itself there will be four Dress zones:

Dress Town: a retail themed environment allowing avatars to shop for items

Dress Studio: the area where avatars can try on the clothing, adjust it and even create
their own brands

Dress Museum: an area dedicated to the history of clothing as well as media showing
fashion in movies

Dress Park: the location for planned fashion shows and the place where avatars can
swap items)

-Users are placed in regionalized Home areas where advertisers will be able to
market to reach there target audiences more easily and more accurately. An
example of this would be Carl’s Jr. receiving a large commercial presence out
west while further east Hardee’s dominates the advertising landscape. Would
eliminate need for advertisers like Sonic to advertise in areas in which they have
no presence. This is also where our earlier Papa John’s promotion would be

attainable.
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-1t will be possible to broadcast “matches” between two users on the world stage
that other users would need to pay for in order to watch, much like a pay-per-

view boxing event.

-Sony Home is a dynamic environment that allows for instant changes by the
advertiser as each advertiser would have their own “home” page in which they
can develop and release materials at will. Certain home areas will have age
restrictions so advertisers will have satisfaction of knowing that it is more than
likely someone under a certain age has not stumbled upon their content, unlike a
television or radio advertiser who must simply rely on time restrictions and still

not be guaranteed to hit there primary target market.

-Sony Home is currently accepting various Home feature requests to
accommodate requests for product integration and advertising space. The timing

is NOW to take advantage of the initial product launch.

-The platform will eventually include access from PSP and mobile phones so

content can truly be seen from anywhere.

Set to debut in spring 2008, Sony Home is the future of in-game
advertising. It will allow users to walk around a communal area while viewing
and dismissing ads at their leisure, much like one would do in a shopping mall.
Current in-game video advertising practices behoove the advertiser to make sure
the content they wish to place in-game is relevant to game play and does not take
away from the overall gaming experience. While clickable advertisements, as
illustrated in the work currently being done by Massive Incorporated, are
effective in reaching their target audience, an even broader market can be
reached in the Sony Home environment.

Recent reports from the Entertainment Software Association show that
41% of Americans have purchased or planned to purchase a video
game in 2007. 50% of the total games played on line are games that appeal to

both men and women (crosswords, word finds, trivia) so in game advertising
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works for everyone. In the next decade, video game advertising is expected
to reach $2 billion dollars.
The television is no longer the primary center of entertainment in the household.
A May 2006 Financial Times article highlighted that for the first time, television
companies had to sell their ability to reach users online as well as television to
would-be advertisers. “Advertisers are desperate to find new ways of
targeting these young people, who often have high disposable incomes and
short attention spans. When the content is generated by the users themselves, on
sites such as MySpace or Flickr, the job gets even harder” (van Duyn 2006). The
2007 ESA survey shows us that 28.2% of gamers are under the age of 18. What
better way to deliver your message than through a platform that already holds
30% of your desired market’s attention? The future is bright, the future is loud,
the future is In-Game Advertising.

There are one billion eyeball hours being logged playing video

games...are they seeing you?
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