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M
ost companies that 
deploy fiber to the 
home decide to offer 
pay TV as a service 
on their networks. 

After all, fiber is extraordinarily good at 
delivering video, and video attracts cus-
tomers. However, for deployers that may 
have originally been in the telephone or 
electrical power or wireless broadband 
business, becoming video providers is a 
giant leap. 

Even after rolling out fiber, there’s 
a lot to do before airing the first TV 
show. A new provider must obtain a 
video franchise, build a video headend, 
install software to run the electronic 
program guide and the advanced ser-
vices that get customers’ attention, ne-
gotiate programming rights, market the 
new services to customers and install the 
services at the customer premises. Each 
one of these tasks is a major undertaking 
– and this list just scratches the surface. 

Luckily, the video platform itself is 
a great tool to promote video services. 
Providers have the ability to insert local 
advertising into the video stream, and 
perhaps the most important businesses 
to advertise are their own. 

As a provider, why should you pro-
mote your own services? For one thing, 
doing so can help you gain more sub-
scribers. This seems counterintuitive – if 
people are watching the service, aren’t 
they already subscribers? – until you re-
member that many viewers first encoun-
ter a video service when visiting friends 
or when sitting in a bar, restaurant or 

doctor’s office. Even if viewers are al-
ready subscribers and are watching TV 
at home, reminding them who you are 
helps build loyalty and increase retention 
rates. You can also use advertising to sell 
new, revenue-generating services such as 
VoD, DVR and business services (local 
business owners watch TV, too!) – or to 
persuade subscribers to bundle voice and 
broadband with their video service. 

Finally, you can use ads to promote 
tutorials about your services and tech-
nology. Consumers easily become frus-
trated with new technology if they can’t 
quickly figure out how to use it. Short-
form videos of two to four minutes can 
help them master new devices and fea-
tures. You can place the videos on a spe-
cial section of your VoD platform and 
then use cross-channel, 30-second ads to 
help subscribers find the videos.

Keys to success
Succeeding with self-promotional ads 
requires careful attention to producing 
ads, scheduling them and maximizing 

branding opportunities. Most impor-
tant is making sure messages are clear 
and well-scripted. Production values are 
critical, too – video quality should be on 
a par with everything else that appears 
on your stations. To schedule ads, de-
termine which audience demographics 
you’re trying to reach and then find out 
which networks they watch and which 
times of day they’re likely to watch them.

To make the most of branding op-
portunities, be certain that every mes-
sage, advertisement, tutorial or any 
other communication reinforces your 
brand. Always emphasize the qualities 
you want customers to associate with 
your company, whether that’s high-tech 
expertise, local presence or superior ser-
vice. You can promote other brands as 
well, of course – many programmers 
and providers offer financial incentives 
or co-op marketing dollars if you use 
their promo spots and tag them or rein-
force their brand in a particular way in 
your advertising. 

Getting Started  
With Video Advertising
For new video providers, local ad insertion can be expensive and 
daunting. But there are benefits – notably, being able to promote their 
own services – and third-party specialists are available to help. 
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Service providers can increase revenues by 
advertising on their own video platforms.
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the cost of entry
The downside of video advertising is 
that it isn’t cheap. Creating and insert-
ing high-quality ads requires a substan-
tial investment in terms of both money 
and effort. On the ad creation side, 
you’re not on your own – strategic part-
ners can help. Some production compa-
nies create syndicated promotional, sales 
and tutorial videos that can be tailored 
and tagged specifically for each market. 
By buying and customizing their vid-
eos, you can get superior products at a 
very affordable cost. Alternatively, you 
can join forces with video providers in 
nearby markets to form a marketing 
cooperative. Pooling resources among 
a group of companies is a good way to 
create high-production-quality videos at 
a reasonable cost.

On the ad insertion side, hardware 
costs can be very steep. The illustration 
shows where ad insertion fits into the 
video distribution system. The cost of 
hardware, such as servers, depends to 
some extent on the video distribution 
platform used – for example, the GigE 
servers required for IPTV, the platform 
used by most FTTH deployers, are rela-
tively costly. Costs also depend on where 
in your lineup you insert ads. Running 
ads on high-definition channels incurs 
extra costs, though neglecting HD chan-
nels means missing a large part of your 
target audience. Costs also vary a great 
deal among vendors, so shopping around 
is mandatory.

Digital insertion also requires 
grooming and splicing hardware as well 
as a license for each network feed you 
splice into. You may need at least one 
additional employee to manage promo-
tional efforts, traffic and schedules. Fi-
nally, assuming that you wouldn’t invest 
in ad insertion unless you were going 
to sell ads to other local businesses, you 
need sales and support staff to do the 
right job.

Partnering With a third Party
For smaller providers that can’t achieve 
the economies of scale of the Tier 1 pro-
viders and may not have a large enough 
local advertiser base to recoup the costs of 
ad insertion equipment, partnering with 
a third-party expert, such as Viamedia, 

may make sense. The partner may absorb 
a significant portion of the variable hard-
ware cost in return for being able to sell 
national advertising or direct-response 
ads (the kind that ask viewers to dial a 
toll-free number right away).  

An independent ad insertion partner 
can offer other benefits, too. For exam-
ple, it can provide access to expensive re-
sources, such as research data and tech-
nical expertise. Research data can help 
you identify your market, schedule ads 
to reach the right target audiences or tar-
get sales efforts for business broadband 
services. A third-party partner can even 
assist in producing ads, scheduling and, 
of course, selling ads, thus eliminating 
the need to hire additional personnel. 

advertising revenues
Using advertising to promote your own 
services is certainly beneficial, but can 
you expect to make a profit from selling 
advertising to other businesses? That de-
pends on the size and desirability of your 
local market. On average, 75 to 80 per-
cent of video advertising revenue is driven 
by local sales, so a dynamic local business 
community is key to selling advertising, 
as is a local advertising sales force. 

Obviously, the number of TV sub-
scribers you have is important to both 
local and national advertisers; being in a 
larger market helps. You may also attract 
advertising by cooperating with other 
nearby video providers or by partnering 
with a third party that represents other 

video providers in your market. Either of 
these approaches makes your subscribers 
more desirable by aggregating them with 
others to form a larger market.

There’s no magic number of subscrib-
ers that guarantees a profitable advertis-
ing venture, but to illustrate the difficul-
ties of operating on a small scale without 
help, assume that you have 3,000 sub-
scribers and that advertising sales 
amount to $30 per subscriber per year – 
which is more than you are likely to see 
in the first year. This equates to gross rev-
enues of $90,000 per year, not enough to 
cover staff salaries, let alone equipment 
and operating costs. That’s why audience 
aggregation is so important. 

conclusion
Launching an advertising program may 
be daunting, but it can also be a great 
opportunity. First, determine what a 
self-promotional advertising campaign 
could be worth to you. Research the cost 
of entry and of ongoing operations, and 
meet with neighboring video providers to 
discuss opportunities for sharing equip-
ment, producing ads cooperatively and 
aggregating your audiences to sell adver-
tising. Then, find out what services third-
party strategic partners can provide and 
what those services will cost. With all 
this information, you’ll be ready to com-
pare the costs and benefits of in-house ef-
forts versus third-party involvement and 
to develop your plan. Don’t make the 
mistake of doing nothing! v

How Viamedia’s ad insertion process fits into a video distribution network


