





Part Ill: State of the Digital Signage Industry Survey

For which of the following purposes is your
digital signage network used?

As we mentioned earlier, much of the
attention within the realm of digital
signage has been paid to the ad-sup-
ported business model. But our sur-
vey respondents are not using their
screens primarily for that purpose —
most of them are using the screens
for brand messages and market-

ing. Many of those same deployers
also are delivering assisted-selling
information; fewer than a fourth of
respondents are running ads on their
screens.

Brand messaging/marketing
Assisted selling/product information
Third-party advertising

Digital menu boards

Wayfinding

Entertainment channel

A Guide by Digital Signage Today | DIGITAL SIGNAGE: THE STATE OF THE ART |

In the coming months and years,
businesses will start to study the
relationship digital media has on the
customer experience they are trying
to create. Advertising is a portion of
this, but only a small one; the un-
derstanding of how digital signage
works in the business environment is
an emerging discipline, with crucial
discoveries on the way in the next
few years.

66.3%

54.3%

22.8%

21.7%

16.3%

13.0%
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Part Ill: State of the Digital Signage Industry Survey

If you are using screens for advertising,
what percentage of your screen space/time
Is budgeted for advertising content?

Less than 10 percent of respondents entirely subsidize their screens with
advertising. Once again, the notion of “hang screens on a wall, pay for them
with ad money” is evaporating. The majority of respondents who are selling ad
space are doing so in measured amounts, devoting between 10 and 50 percent
of their screen time and space to third-party messages.

100 percent ad subsidized
50-99 percent

10-49 percent

Less than 10 percent

Not used for advertising

8.7%

10.9%

21.7%

16.3%

42.4%
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Part Ill: State of the Digital Signage Industry Survey

Do you create the content for your digital
signs in-house, use an external source,

or a mix?

Content is the lifeblood of digital such a relationship often already is in
signage, and many an initiative has place to handle media such as televi-
failed because not enough time or sion and radio. But most of our survey
money was budgeted for the ongoing respondents use a mix of in-house
creation of fresh content. and out-of-house content creation tal-

ent, with only 14 percent outsourcing

For many, the best strategy is to all of the work.

hire an external agency to handle all
digital content; for larger companies,

We use a mix of in-house and outsourced content 50.0%

We create all of our content in-house 35.9%

We outsource all of our content 14.1%
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Part Ill: State of the Digital Signage Industry Survey

Which software platforms power your digital
screens?

This question may seem incidental and even trivial, given the fact that most
deployers think of digital signage as an appliance. But the coming months and
years will see a move toward integrating digital signage with other business
networks, and at this point the software platform will become a key consider-
ation.

Windows 82.2%
Mac 12.9%
Linux 10.8%
Other 7.5%
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Part Ill: State of the Digital Signage Industry Survey

Which software platform will become
dominant for digital signage in the next
five years?

Fifteen percent of respondents said modify it to suit their exact needs.
they believe Linux will become a This is particularly useful for digital
dominant platform for digital signage signage, as it allows developers to
in the next five years. remove all of the unnecessary code

— Windows, for instance, has scores
of features that a digital signage net-
work has no need for — making for a
lean deployment code.

In many ways, Linux is an IT devel-
oper’s dream — a robust and stable
operating system that also is open-
source. That means the IT team can

Windows 41.7%
Linux 15.4%
Mac 3.4%
None, it will remain mixed 39.5%
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Part Ill: State of the Digital Signage Industry Survey

How many digital screens do you plan on
adding in the next five years?

Of our respondents planning to deploy digital signage in the next five years,
most of them are taking a measured approach. Roughly one-third will deploy 24
screens or fewer, with 13 percent aiming for up to 100. Seven percent are do-
ing massive deployments of 1,000 screens or more.

More than 1,000 7.0%
250-999 7.6%
100-249 8.6
25-99 13.6%
1-24 32.4%
None 30.8%
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Part Ill: State of the Digital Signage Industry Survey

Which industry has benefited the most or
stands to benefit the most from digital storage?

Overwhelmingly, the

perception exists
that digital signage is Which industry stands to benefit the most from digital signage in the next five years

Which industry has benefited the most from digital signage

primarily a vehicle for
retail — nearly half of
the respondents said 53.2%
retail has benefited the Retall .
most from the technol-
ogy, and more than
half said that segment
stands to gain the most
in the next five years.

Entertainment

Restaurant

In Part IV of this guide,

you’'ll meet nine industry

experts who were asked Government/public sector
this very same question
— and their answers
vary, although many

of them point to food-
service, hospitality and
travel as areas of major
growth.

Financial

Transportation

For now, the fact re- Hospitality
mains: In the minds

of most people, digital

signage is largely a re- Education
tail technology. But that

is changing, and the

next five years surely Hotel/motel
will bring an expanded
awareness of other

Trade show

industries that stand to
benefit.
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Part Ill: State of the Digital Signage Industry Survey

Which technology will impact digital signage
the most and the least in the next five years?

: . Which technology will impact digital signage the most in the next five years
phone in their pocket or purse,

and increasingly, those phones
are able to do some pretty
advanced things. Our respon- 13.9%
dents are aware of this, and RFID
most of them look to the cell
phone as the harbinger of the
next wave of digital signage
interactivity.

Which technology will impact digital signage the least in the next five years

Virtually everyone has a cell i

11.3%

37.7%
Interaction with mobile phones/SMS

Some companies already are Biometrics
tinkering with this notion — in-
viting a viewer to send a mes-
sage to a number displayed on
the screen, for instance, and
letting that viewer manipulate
content through his phone.
This is a very new application,
one that is still having its kinks Aggregate for media buyers
hammered out, but expect to

see much more of it.

Social networking

User-generated content

Our respondents also are interested
in aggregate digital signage networks,
which allow media buyers to place
messages on far-flung screens from a
single interface. The more screens an
aggregator can pull under its umbrel-
la, the greater its value to the buyer.
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Part Ill: State of the Digital Signage Industry Survey

Which digital signage application has been
the most successful so far, in terms of value
to the deploying business and customer
acceptance/appreciation?

To most of our respondents, digi- Which digital signage application has been the most successful
tal signage is primarily useful as so far, in terms of value to the deploying business?

a tool for conveying brand and Which digital signage application has been the most successful
marketing information. Truly, this is so far, in terms of customer acceptance/appreciation?

an instance where digital sighage .

becomes just another part of an 31.1%

establishment’s physical presence Assisted selling/product information

— right alongside printed materials,
store design and fixtures.

24.9%

33.9%
Brand messaging/marketing

Entertainment ranks low, even ES 9%

though it's a very common means

of populating screens. Looks like Third-party advertising

those businesses hanging LCDs on

the wall to show CNN or Bloomberg

content might not be getting their Entertainment channel

money’s worth.

Wayfinding

Digital menu boards
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Part lll: State of the Digital Signage Industry Survey

Which digital signage application holds
the most potential for growth in the next

five years?

Product selections get larger all the
time, and the products themselves
are increasingly nuanced and com-
plex. Retailers know they will need
to continue educating customers in a
fashion that doesn't feel like educa-
tion — it will need to feel more like
empowerment — and digital signage
is a great way to deliver that educa-
tion in an almost subliminal fashion.

Assisted selling/product information
Brand messaging/marketing
Third-party advertising

Digital menu boards

Entertainment channel

Wayfinding
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A large number of our respondents
see potential in digital menu boards,
which have only begun to make an
impression on the public radar. But
once companies begin to see the
incredible value and operational
efficiency that such menu boards
provide, we can expect to see them
in many more places. Watch for a
drastic increase in digital menu board
deployment in the next five years.

30.7%
24.8%
22.4%
11.8%
6.2%
4.1%
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Part IV
What the Future Holds

We sat down with nine industry leaders and asked them what the future holds for dynamic
signage. Here are nine insights into the industry, a virtual roundtable with some of the brightest
minds in digital signage.

Page 54: Mike Abbott, ADFLOW Networks

Page 57: Brian Ardinger, Nanonation

Page 59: Bill Gerba, WireSpring Technologies

Page 61: Rob Gorrie, ADCENTRICITY

Page 65: Rocky Gunderson, SeeSaw Networks
Page 67: Jeff Porter, Scala

Page 69 Nurlan Urazbaev, BroadSign International
Page 73: Jeff Weidauer, CBS Outernet

Page 75: Mike White, Multi-Media Solutions Inc.
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Part IV: What the future holds

Mike Abbott, ADFLOW Networks

Which industry (retail, financial,
restaurant, etc.) is currently mak-
ing the best use of digital signage,
on the whole?

The retail sector is probably leading
in overall adoption of digital signage.
Because they have the most wide-
spread adoption to date, retailers
have had more of a chance to ex-
periment with the various elements
of digital sighage, including content
strategies, screen size and place-
ment and, more recently, integration
into the overall retail store design.
Many of these digital signage net-
works have already delivered solid
business results for retailers. With
adoption increasing, costs decreas-
ing and broader acceptance of digital
media by customers, advertisers and
brands, | believe that retail is cur-
rently making the best use of digital
signage, on the whole.

Which industry has the most
potential for growing its use of
digital signage?

Because the adoption levels are still
quite low overall, all industry seg-
ments, including retail, financial,
restaurant, hospitality, public places
and corporate, to name just a few,
stand to benefit from deploying digital

signage in their businesses. These
businesses will also benefit from inte-
grating digital signage with their other
critical customer-facing and business
communications applications, such as
self-service, POS, loyalty programs,
in-store music, corporate messaging
and many more.

What are the biggest mistakes
you’'ve seen companies make with
this technology?

By far, the biggest mistakes we have
seen thus far are when companies
deploy digital signage without clearly
defined business objectives, along
with a digital signage strategy that is
linked to those objectives.

| like to use this analogy: It is hard

to play a game when you don’t know
the object of the game — or the rules
of the game. Worst of all, you don't
know whether you are winning or los-

ing.

The same thing applies when invest-
ing in digital signage technology with-
out clear objectives, measurements
and defined success criteria. Without
knowing these, it is hard to play the
game — and maintain continued
support for the investment. And that's
what digital signage is — an invest-
ment. Companies that don’t see it this
way will usually get it wrong.
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Part IV: What the future holds

How open are executives and
decision-makers to the benefits
and costs of digital sighage, rela-
tive to a year or two ago? How
have their attitudes changed?

We are observing a significant shift in
the thinking of executives and deci-
sion-makers that we speak to, a shift
toward much more open acceptance
of digital signage and other media
technology. Increased adoption, often
by competitors, is helping to drive this
shift, together with a growing body

of research that supports the posi-
tive impact of successfully deployed
networks. When these benefits are
combined with ongoing declines in
hardware costs, the business case for
adoption of digital signage has never
been more compelling.

If there was a single misconception
about digital signage that you'd
like to correct in the mind of the
business public, what would it be?

There is still a misconception among
many executives and decision-
makers that successfully deploying a
digital signage network is a difficult,
complicated task. The reality is that,
with clearly defined objectives, a solid
strategy and the right partners, it is
simple. And it's happening out there.

What emerging technologies are
you most excited about?

| get the most excited about what |
like to call “closed-loop marketing.”

Digital signage and interactive kiosk
technology at the point of purchase,
or at-retail, has the potential — when
data is correlated and analyzed to-
gether with other data such as traffic
counting, audience measurement,
dwell times, customer interaction and,
most importantly, sales data — to pro-
vide what has forever been the Holy
Grail of marketing: a cause/effect link
between marketing messaging and
actual results.

All traditional marketing media suffer
from the same failing — an inability
to accurately measure their effective-
ness. Digital media has begun to offer
closed-loop marketing — on the Inter-
net and, increasingly, at retail. We all
have seen the first fundamental shift
in marketing spend toward Internet
and away from traditional media. Get
ready for the next shift, from tradition-
al media to at-retail.

Do you foresee any fundamental
changes to this business in the
next five years?

| expect to see mass adoption of
digital signage and related technology
and significant consolidation across
the solution-provider community.

How long before digital sighage is
an established “must-have,” con-
sidered to be just as essential as
POP displays and POS systems?

| think we are already seeing evi-
dence of this, in our informal discus-
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Part IV: What the future holds

sions with retailers and others in-
volved in the retail store development
supply chain. We are also seeing
several studies that have identified
in-store media technology as the top
priority for a growing number of retail-
ers.

Mike Abbott is vice president and co-owner of
ADFLOW Networks Inc., a provider of digital
signage and interactive kiosk solutions. Abbott
has more than 20 years of experience building
leading-edge technology companies that
deliver solid business value to customers
across North America.
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Part IV: What the future holds

Brian Ardinger, Nanonation

Which industry (retail, financial,
restaurant, etc.) is currently mak-
ing the best use of digital signhage,
on the whole?

Retailers are making great strides

in implementing and innovating with
the use of digital signage. From in-
store branded media networks like
Harley-Davidson and Nike that inform
customers and enhance the brand, to
interactive touchscreen networks that
provide measurable interactions with
products, retailers are utilizing digital
signage to drive efficiencies and im-
pact the customer experience at the
point of purchase.

Which industry has the most
potential for growing its use of
digital signage?

We’'re seeing growth in a number

of segments with retail and finan-

cial services leading the way. These
industries offer growth because of the
sheer number of customer endpoints
and the different types of solutions
that can be deployed, depending on
the type of business and target mar-
kets served.

What are the biggest mistakes
you’'ve seen companies make with
this technology?

One of the biggest mistakes is to start
with the technology first without an
analysis of the business, customer

and environment factors that can
affect the success of a deployment.
Businesses need to understand why
they want to utilize digital signage
networks and match that with the
customer’s needs and expectations.
Other key pitfalls are to base a deci-
sion solely on low price or to pur-
chase a system that doesn’t allow for
future flexibility — whether it's new
media formats, interactivity or inte-
gration into other data sources and
networks.

How open are executives and
decision-makers to the benefits
and costs of digital signhage, rela-
tive to a year or two ago? How
have their attitudes changed?

Attitudes continue to change as new
rollouts continue to happen and price
points continue to lead to faster ROI.
While there still needs to be contin-
ued analysis and measurement within
the market, it’'s getting harder and
harder to find people who don’t think
digital signage can be effective at
driving sales and increasing efficien-
cies with the real-time messaging and
measurement capabilities available
with today’s technologies.

If there was a single misconception
about digital signage that you’'d
like to correct in the mind of the
business public, what would it be?

| think one of the key misconcep-
tions is that digital signage is just
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an ad-driven business. Customers
rarely walk around thinking, “Boy, I'd
like to see more advertising.” While
there are a few ad-based networks
that make sense, digital signage is
about customer communication and
creating environments that enhance
the customer experience. It's about
integrating a variety of content and
information in ways that make it easy
and effective to interact with custom-
ers in a public venue environment.

What emerging technologies are
you most excited about?

Technology triggers from RFID tags
to cell phone-driven signage ap-
plications will help create new ways
to enhance and leverage existing
signage systems. Other key technol-
ogy advancements will come from
the software used to deploy, monitor
and manage these systems with en-
hancements in everything from data
integration, content management and
measurement tools.

Do you foresee any fundamental
changes to this business in the
next five years?

With the pricing on hardware and
screens continuing to decline, the
technology components of a digital
signage network will continue to drop
while the power and capabilities at
the same price point will increase.
We'll also see a move to embedded
screens that fit into the environment

rather than simply a plasma on a wall.

How long before digital sighage is
an established “must-have,” con-
sidered to be just as essential as
POP displays and POS systems?

| think we're already seeing this.
Virtually every new store deploy-
ment or redesign is including multiple
digital media technologies into their
build-out plans. With companies real-
izing both the increased efficiencies
in media deployment, messaging
and execution of campaigns, com-
bined with the impact on the overall
customer experience, it's becoming
easier and easier to make a case for
including these systems into a variety
of environments.

Brian Ardinger is senior vice president and
chief marketing officer at Nanonation, a soft-
ware company creating customer experience
technologies from kiosks to digital signage.
Prior to joining Nanonation, he was head of
research at lon Global, a Hong Kong-head-
quartered technology firm where he developed
Asia’s first dedicated customer experience

lab to analyze and measure how customers
utilized technology in their shopping and online
experiences.
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Bill Gerba, WireSpring Technolo-
gies

Which industry (retail, financial,
restaurant, etc.) is currently mak-
ing the best use of digital signage,
on the whole?

While retail has received the most
attention, I'd have to say that travel/
transit centers have by far made the
best use of digital signs. Airports and
train stations are the only places | can
think of where | actively seek out the
screens to get vital information, and
that, to me, is a sure sign of their ef-
fectiveness and their success.

Which industry has the most
potential for growing its use of
digital signage?

Retail, health care, outdoor and
corporate all look like strong contend-
ers, but if | had to choose one, I'd
say that corporate communications
signage (for wayfinding, announce-
ments, safety, etc.) will be the biggest
revenue-generator over the next two
to three years. After that, the balance
could tip in favor of retail and retail-
oriented venues simply because of
the amount of money being put into
nontraditional out-of-home advertising
right now.

What are the biggest mistakes
you’'ve seen companies make with
this technology?

The biggest mistake, bar none, has
been companies with no ad sales ex-
perience trying to deploy and mone-
tize ad-funded networks. We've seen
this happen in virtually every vertical
from automotive to travel, and it is by
far the biggest predictor of failure.

Similarly, many groups have a “build
it and they will come” mentality where
merely deploying the digital signs is
sufficient for achieving some desired
result (like so many dollars of ad
sales or some percentage of improve-
ment in employee compliance). Of
course, the ongoing management of
the screens is absolutely critical in
these cases, as is the management
team’s ability to execute all of the
other necessary components of the
overall business plan.

How open are executives and
decision-makers to the benefits
and costs of digital sighage, rela-
tive to a year or two ago? How
have their attitudes changed?

| don’t think benefit expectations have
changed that much, but the costs
certainly have. Lower initial and ongo-
ing costs mean quicker and easier
return on investment for our clients,
and that makes it both more palatable
for them to do pilot projects and more
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likely that those pilots will turn into full
deployments.

If there was a single misconception
about digital signhage that you’d
like to correct in the mind of the
business public, what would it be?

There are two that | frequently en-
counter. First, it's not TV. Really, it's
not. | don’t want to see your 30-sec-
ond TV spot running in my grocery
store because it was cheap and easy
for you to get that content onto the
screen. It does nothing for you (the
advertiser) or me (the shopper). If
you don’t have resources to spare on
content production and management,
(or you can’t rely on third parties to
supply purpose-driven content for
you), you probably shouldn’t be think-
ing about a digital signage network.

Second, digital signs are a medium,
not the end-product. By themselves,
they don’t do anything. They need
content, and they need to be kept
fresh and relevant. Believing that the
screens are the important part of the
network is like believing that putting
a bunch of blank posters on the wall
is valuable. Without the content, the
medium is pretty useless.

What emerging technologies are
you most excited about?

I'm pretty excited about interactive
technologies. On one side, | see a lot
of large-screen kiosk projects in the
works, and, of course, these can be

used as traditional digital signs when
not engaging a user. On the other,
direct interaction with mobile devices
continues to grow rapidly, and as
more people find themselves with
smartphones capable of download-
ing data and making transactions, |
expect the level of interaction with
out-of-home digital media to increase
greatly.

Do you foresee any fundamental
changes to this business in the
next five years?

As costs continue to fall, more com-
panies will be able to experiment with
different kinds of networks, and that's
likely to produce business models
and applications that we haven’t even
thought of yet. | think that’s the most
exciting thing about working in an in-
dustry that's so young, is growing so
quickly and has so many possibilities
for synergistic applications (like with
mobile and Web media).

Bill Gerba is co-founder and CEO of Wire-
Spring Technologies, a retail media software
and services company whose products have
been used to remotely manage more than
8,000 interactive kiosks and digital signs
around the world. An industry advocate since
2000, Gerba is chairman of POPAI's Digital
Signage Awards and a member of the group’s
advocacy and education committees. He also
maintains a number of industry news and
analysis Web sites.
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Rob Gorrie, ADCENTRICITY

Which industry has the most
potential for growing its use of
digital signage?

In the short term (the next year), the
health and wellness industry is where
I’'m seeing large-scale growth and
demand because the audience mix

is mature and in demand by a broad
cross section of brands. It also pro-
vides an environment and dwell time
where existing creative assets (TV
and Internet “commercials”) can work
in a limited capacity without a large
amount of repurposing. Regardless,
the content will need to change go-
ing forward for it to attain maximum
effectiveness, but, short-term, people
are willing to spend money in this
channel.

Starting in the fall, the quick-service
restaurant vertical may start to finally
see pronounced growth and execu-
tion, moving away from franchise-
based trials to a more defined strat-
egy and corporate belief that the
medium can actually provide their

patrons with value and entertainment.

Some will follow the Canadian “Tim
Hortons” model, wherein the content
is purely Tim Hortons related. Oth-
ers, however, are strongly evaluating
third-party revenue models that sup-
port the rollout. It will be quite inter-
esting to see which QSRs support
which philosophies.

What are the biggest mistakes
you’'ve seen companies make with
this technology?

There are a few mistakes | continue
to see. Many new entrants, from re-
tailers to advertisers, still don’t prop-
erly set success benchmarks for their
initiatives. It sounds simple and ob-
tuse, but defining what success is will
give you something to work toward
and a true idea of if you're going in
the right direction. Ask yourself what
you truly are trying to accomplish.

For third-party, ad-supported net-
works, reliance on a 100-percent
advertising model is destined for
failure. You wouldn’t buy a maga-
zine that was 100-percent ads. Why
would you assume that consumers
are interested in that? Spend some
time understanding your audience
and their needs and cater to them.
This adds value to your network and
attracts advertisers.

For brands and agencies, thinking
this is TV and addressing it as such
is a sure-fire journey to failure. This
model was attempted back in the late
'80s and early '90s and was a cata-
strophic failure — remember Check-
out TV?

One of my advisors at Interpublic and
an ex-CEO of one of the larger ad
companies in New York said it best:
“This medium (digital signage) has
tremendous capabilities for clients,
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but agencies need to take a new look
at their approach. My suggestion
would be to try holding focus groups
with deaf people to understand how
they are engaged in the real world by
our work (creative/advertising).”

How open are executives and
decision-makers to the benefits
and costs of digital signage, rela-
tive to a year or two ago? How
have their attitudes changed?

Capital expenditure cost and a lack
of true, large-scale, ongoing North
American success have ultimately
kept digital signage from flourish-
ing. Much of the commodity staples
are now coming in line, which makes
the actual financial decisions easier.
Most attitudes in our industry have
changed from the blue-sky mental-
ity of old to a more down-to-earth “I
understand your problems/concerns
and am here to try and address and
fix them.” This goes a long way to
supporting a realistic conversation
at the c-level and so attitudes have
moved to really addressing how this
will benefit each stakeholder.

In addition, some of the larger play-
ers, from Ingram Micro to Deloitte
to Accenture have now entered the
space. This gives buyers a sense of
comfort and security that their deci-
sions will be supported and rein-
forced. Our industry hadn’t reached
this credibility level until now, which
meant that a large-scale decision

simply wasn’t feasible. No execu-
tive will risk his company’s future or
shareholder dollars without the “A-
level” support of the a major partner;
it's the old saying of “No one ever got
fired for hiring IBM.”

Lastly, the advertising budgets and
attitudes are slowly realigning, led
by brand demand. P&G, Coke and
J&J have all realigned dollars into
shopper marketing and place-based
efforts. This gives executives a more
realistic idea that dollars from major
spenders will be accessible to sup-
port major rollouts. This didn’t exist
even a year ago. No executive is go-
ing to blue-sky revenue or be unreal-
istic about a network’s income. Now
that this has shifted, it makes the
decisions a little easier to support and
more worth the risk.

If there was a single misconception
about digital signage that you'd
like to correct in the mind of the
business public, what would it be?

To speak solely from the advertis-
ing/revenue end of the business, the
message that needs to be sent out
and corrected is that this medium is
easy to buy, has supporting, ongo-
ing success we can point to (even

if taken with a grain of salt) and has
reached a point of maturity and criti-
cal mass, with enough influencers in
the industry that are here to 100-per-
cent support their varying needs to
ensure they are successful.
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What emerging technologies are
you most excited about?

Measurement technologies. The new
breed of software and technology
service companies that can perform
empirical and undisputable analysis
in a cost-effective manner on not only
traffic/audience but age/gender/race
and “eyes on screen” have an oppor-
tunity to transform not only the digital
signage business but also the retail-
ing, creative and media businesses.
Coupled with smart consultancy and
human analysis of what the data
actually means and how to execute
on it, we can start to remove some of
the “black box” effect and complicity
that some buyers see in our industry,
allowing decisions and dollars to flow
faster.

This level of maturity in quantitative
analysis will help shed an enormous
amount of light on how to really use
the medium. It will likely be fairly
disruptive to many; those who are
responsible for spending the money
will enjoy the transparency and new-
found knowledge. This knowledge
will yield different approaches to
creative, retailing, promotions, screen
integration and positioning, etc., that
will only serve to benefit the brand,
retailer/environment and consumer
stakeholders and let them maximize
their success from the medium. The
same technologies, however, may
challenge some age-old beliefs and
thought processes, which may have

significant impact on how the industry
sells and executes for itself, and may
disprove some long-standing funda-
mental approaches that have been
used by some companies to date.

Do you foresee any fundamental
changes to this business in the
next five years?

Retailing/environmental integration
will become much more prevalent.
There’s been so much learning that
has been accomplished over the last
five years but very little action on a
mass basis to effect change, espe-
cially in many of the newcomers to
the digital signage world, who have
not had the benefit of the past learn-
ing that the industry stalwarts have
grown through. Where screens are
positioned, how they’re used to sup-
port the shopper and environmental
needs, etc., will become much more
transparent and understood.

As that happens, people will stop
simply slapping screens anywhere
they please and start to truly integrate
them into environments right from the
“design” stage of retail and environ-
ment planning. | have many friends
in the location/retail “design” busi-
ness and they are all acutely aware
of digital sighage and already using it
in their “next-generation” and concept
stores as a fundamental support pil-
lar for their designs. It will take five
years to roll these environments out
at scale, but they will make for very
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enhanced place-based environments

without looking like the digital signage
was added as an afterthought in cer-

tain situations.

Also, advertising formats and lengths
will change. What is approached as a
15- or 30-second spot on a creative
wheel will slowly move to five to 10
seconds. It's how the medium is cur-
rently consumed by the audience,
and if brands and creatives want
maximum impact, the executions

will have to go in this direction. Right
now, I'm seeing 15-second spots as
the norm across 14 different catego-
ries of environment. Two years from
now, | would hazard that that there
will be two formats — six-second “ad-
lets” and 15-second “ads.”

How long before digital signage is
an established “must-have,” con-
sidered to be just as essential as
POP displays and POS systems?

I think “must-have” is over five years
away if you're talking holistically.
Digital signage doesn’t work in every
single circumstance. It may be ap-
propriate for a retailer’s “A” stores
but not their “B’s” and “C’s,” the same
way POP displays are sometimes

only bought for “A” stores. We have to

be very careful about how we position
this between the retailing/advertising
and sales/marketing circles — digital

signage is appropriate for both (above

the line ads and below the line sales)
so to classify it as the same as POP

or a POS systems doesn’t fully do us
justice in the same way that calling

it TV or a static billboard doesn’t do

it justice. In addition, networks have
to understand that not all venues are
equal — even inside a single retail
chain. Retailing happens in classifica-
tions of stature — A, B and C environ-
ments. Buyers don’t necessarily want
all of your venues and you would be
best to focus on the retail environ-
ments that the retailers themselves
consider their “A list” stores and
markets.

Rob Gorrie is president and founder of AD-
CENTRICITY, a digital signage media service
that helps brands and media buyers make
strategic media buying decisions and effective
media spends on the digital signage medium.
Previously, he was head of interactive and in-
teractive point-of-purchase at Gorrie Marketing,
and prior to that he was president of an online
advertising and marketing firm for 10 years.
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Rocky Gunderson, SeeSaw
Networks

Which industry (retail, financial,
restaurant, etc.) is currently mak-
ing the best use of digital signage,
on the whole?

Retail (grocery) has the most experi-
ence with digital signage and from an
endemic product perspective, linked
into POS systems, can provide direct
measurement to advertisers. Grocery
has also done a good job of deploying
different networks in different zones
of the store and, therefore, providing
a more relevant experience for their
customers.

Evolving in the QSR space there
appear to be some best practices
where companies have combined
digital menus with queuing theory
and relevant ads and content to help
manage the busy consumer through
the line, while supporting the servers
in describing specials and new items
on the menu.

We have good progress in hotels with
digital management of conference
rooms and events that support those
conferences; there has been good
use of kiosks in hotels, that support
functions such as check-in/checkout,
boarding pass printing and gen-

eral information distribution. Health
clubs, with the addition of interactive
screens on cardio equipment, can
now provide users with targeted work-

outs, relevant business and entertain-
ment content, access to e-mail and
relevant ads, adding even more value
to the busy executive’s workout.

Which industry has the most
potential for growing its use of
digital signage?

Transportation, QSR and general
retail hold the most potential, as they
are key parts of what we call “life pat-
terns.”

What are the biggest mistakes
you’'ve seen companies make with
this technology?

The biggest single mistake people
make is thinking that this is a technol-
ogy business. Consequently, content
oftentimes is the most under-invested
area of digital signage networks.

How open are executives and
decision-makers to the benefits
and costs of digital signhage, rela-
tive to a year or two ago? How
have their attitudes changed?

Newer entrants are extremely recep-
tive while many legacy operators are
less receptive. The new entrants are
studying the market and looking for
best practices before they deploy.
They are choosing to build from a
best-of-breed model rather than at-
tempting to be good at everything. At-
titudes are largely driven by hope and
fear. Currently, hope is winning.
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If there was a single misconception
about digital signage that you'd like
to correct in the mind of the business
public, what would it be?

That it is largely an entertainment
medium. It is, in fact, an informational
medium — which gives it substantial-
ly more credibility as an advertising/
marketing medium than an entertain-
ment medium.

What emerging technologies are
you most excited about?

Mobile interfaces to increase func-
tionality of both signage and the
devices themselves — a highly
symbiotic proposition. The sum will

be greater than the parts. Additionally,

measurement technologies will add
credibility to the industry and drive up
CPMs that will support more invest-
ment in measurement technologies.

Do you foresee any fundamental
changes to this business in the
next five years?

Far more interactivity, real-time mes-
saging and more robust analytics. We
may see significant market consolida-
tion.

How long before digital signage is
an established “must-have,” con-
sidered to be just as essential as
POP displays and POS systems?

No medium is closer to the point of
consideration or point of purchase.
Additionally, digital signage offers

flexibility and adaptability relative to
the real-time conditions of each loca-
tion. Therefore, no medium should
have greater value to a company try-
ing to sell their wares. This media will
begin its “hockey stick” growth curve
by the summer of 2008.

Rocky Gunderson is founder and vice presi-
dent of marketing and network development for
SeeSaw Networks. Prior to starting SeeSaw,
he was a CEO and senior marketing executive
in hardware and software businesses in the
retail, supply chain and manufacturing sectors.
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Jeff Porter, Scala

Which industry (retail, financial,
restaurant, etc.) is currently mak-
ing the best use of digital signhage,
on the whole?

In the United States, retail petroleum
(gas pumps), menu boards, banking
and health care are growing at the
highest rate. Corporate communica-
tions and educational networks have
long been very strong, and continue
to be so.

Which industry has the most
potential for growing its use of
digital signage?

Based on sheer numbers, retail pe-
troleum has the greatest potential. Its
only rival will be vending machines,
but this market has yet to significantly
take off.

What are the biggest mistakes
you've seen companies make with
this technology?

Content is where the majority of
mistakes are made. Some classic
mistakes are advertising Charmin
toilet paper while waiting for your food
at McDonald’s and having Donald
Trump advertise All brand laundry
detergent at the deli counter with a
Bloomberg-style crawl. Clearly, the
wrong message at the wrong time
does not work.
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How open are executives and
decision-makers to the benefits
and costs of digital signhage, rela-
tive to a year or two ago? How
have their attitudes changed?

| have never seen the level of activ-
ity in the industry as it is today. The
CAGR is about 60 percent, which is
quite high, but | have a feeling we're
just at the knee of the curve. Certain
sectors in certain geographies are
growing more rapidly. For instance,
we have a network of over 350 phar-
macies in Poland, but no major chain
drug store in the U.S. has deployed
anything significant to date. | claim
that Europe is easier to deploy since
each country is in smaller “bite-sized
chunks,” whereas in the U.S., critical
mass requires an order of magnitude
or more in terms of size (and capital
expenditures).

If there was a single misconception
about digital signage that you’d
like to correct in the mind of the
business public, what would it be?

Traditional media folks in the U.S. are
slow to catch on to this new medium.
Digital signage is not TV. It's not
print. It's not a billboard. It's not the
Web. It's this new thing. You need

to change your mindset when devel-
oping effective content for this new
medium. The old television paradigm
doesn’t work here. The dwell times
are different, and often sound is not
an option. In addition, you must have
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a dynamic platform to be able to sup-
port differences in pricing per region
or store, as well as product mix.
Playing the same video in all stores
just doesn’t work. Snow blowers are
never offered in New Orleans, for
instance.

What emerging technologies are
you most excited about?

Interactive digital signage has some
great potential to further give viewers
a more customized experience. | also
think that “mini-digital signage” will
make a big difference as soon as the
pricing is within reach. | also believe
that more and more screens will be-
come IP addressable with computers
built in, and not just a dumb display.

Do you foresee any fundamental
changes to this business in the
next five years?

| do expect some consolidation in the
industry in the next five years. We're
already starting to see that now. Also,
as the next generation of media buy-
ers “come to power,” | think that they
will be more accepting of this new
media, and not fear the risk of try-
ing this. The prevailing attitude will
change from “we’re looking into it” to
“of course we’re doing it.”

How long before digital signage is
an established “must-have,” con-
sidered to be just as essential as
POP displays and POS systems?

Probably five to 10 years, depending
on the vertical. Some markets are
maturing faster than others. Some
countries are embracing this sooner
than others. For instance, many east-
ern European countries have com-
pletely skipped the 20th century in
terms of technology. They went from
Cold War to 21st century in one step.

What is going to be your com-
pany’s primary focus in the coming
years?

| expect that the Far East will show
dramatic increases in the next five
years, perhaps even over taking the
U.S. or Europe.

Jeff Porter is executive vice president of Scala
Inc and has been employed by Scala in various
capacities since 1994. Porter also serves on
the board of directors for POPAI, the global
association for marketing at-retail, where he
serves as chairman of the digital signage
group. Prior to Scala, he was employed by
Commodore International, where he was
responsible for worldwide product develop-
ment of the Amiga computer, the world’s first
multimedia computer.
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Nurlan Urazbaev, BroadSign
International

Which industry (retail, financial,
restaurant, etc.) is currently mak-
ing the best use of digital signage,
on the whole?

Retail, digital outdoor billboards and
cinema advertising are definitely at
the forefront of digital signage ap-
plications. The growth in all three
segments is organic, driven by rev-
enue from selling network airtime. In
the past few months, there have been
several major developments in the
above fields:

* A new study by Deloitte Consult-
ing revealed that in-store media
is growing at a faster rate than
Internet, mainly due to the rapid
expansion of digital signage. What's
impressive is that the ad money
started flowing into in-store adver-
tising “despite the fact that market-
ers have yet to figure out how to
define, measure or administer their
shopper-marketing efforts.”

e Procter and Gamble, the world’s
largest advertiser, has restated 11
years of ad spending data to in-
clude in-store media, among some
other nontraditional media, as part
of legitimate expenditures in its
nearly $8 billion budget.

* Digital billboards are leading the
expansion of out-of-home advertis-
ing. A new study by Pricewater-

houseCoopers projects continuing
double-digit gains for billboards into
2008, spearheaded by the growth
in digital boards. Although the ad
space inventory levels are increas-
ing rapidly, the demand remains
high and so are the rates. Soon
after these projections came out,
the Federal Highway Administration
ruled in late September that digital
billboards were “permissible,” which
further boosted the installation of
new digital faces.

e According to the Cinema Ad Coun-
cil, ad spending in movie theaters
grew 15 percent in 2006 to $455.6
million, driven by strong ticket sales
and the digitization of ad content
distribution.

What are the biggest mistakes
you’'ve seen companies make with
this technology?

The mistakes | have seen boil down
to one big mistake: the lack of con-
tent strategy (or the wrong content
strategy). It seems obvious, but many
entrepreneurs seem to overlook the
unbending logic: define what return
on investment you want from deliver-
ing your message to a given demo-
graphic at a given type of locations;
research the dynamics and the state
of mind of the consumers at those
locations; all that will let you define
the type of content to be used, the
content loop length for each area, the
slot duration, lines of sight, screen
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sizes and types for each area at the
location and all the supporting tech-
nology and infrastructure. You get
one of those elements wrong and the
whole enterprise can go awry. We
are seeing many examples of digital
signage businesses that fail because
they ignored these basics.

A few weeks ago, | saw that my bank
branch had replaced the old TV sets
that used to broadcast financial news
(mostly talking heads, without sound)
in the waiting areas with slick LCDs.

I have been back there several times
since then, but | still have no idea
what is advertised or promoted on
those screens. By the time | reach the
ATM or a teller, | see only a small part
of a slowly unfolding ad, or a weather
update (I've just come in from the
street, so | already know what the
weather is like). Plus, the background
music is so annoying that | am con-
sidering changing the branch, or even
the bank. The whole installation is not
only a huge waste, but a detriment to
the bank’s core business. It also proj-
ects a bad image of the industry.

How open are executives and
decision-makers to the benefits
and costs of digital sighage, rela-
tive to a year or two ago? How
have their attitudes changed?

| think the attitude on the part of
investors and advertisers has shifted
dramatically. As | mentioned before,
marketers started to divert advertis-

ing and promotional budgets into
digital signage without even waiting
for the standards and metrics to be
introduced; and the lack of those was
previously cited as a key obstacle to
the imminent “ad dollar tsunami.” So
the challenge for the networks now
will be how to keep those marketers
satisfied, and for that, they will need
the standards and metrics anyway.

If there was a single misconception
about digital signage that you’'d
like to correct in the mind of the
business public, what would it be?

| like this question. | would name the
misconception, still lingering among
traditional agencies and media buy-
ers, that “digital signage is like TV.”
This leads to the next misconception
that this medium should be measured
like TV (e.g., in CPM and GRPs) and
priced based on those parameters.
However, digital signage is probably
anything but TV, except that it uses
similar-looking screens, and it offers
unique capabilities that are unavail-
able to TV advertisers.

Unlike broadcasters, digital signage
operators can remotely distribute
different content to each screen in a
network and make sure each screen
is on and playing what's scheduled,
while viewers have no control over
the screens. These differentiators
open up an unprecedented capacity
to report the proof of placement and
measure the real effect of program-
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ming. Proof-of-placement data, com-
bined with audience measurements,
gives you accurate “impressions,” but
these are only the first levels of ac-
countability. Long-sought parameters
such as “cost per transaction” and
“cost per action” are going to be the
next standard metrics made possible
by the digital signage technology.

In other words, digital signage offers
a way to take a branding message
that originates in TV campaigns and
do the “dirty” job of transforming it
into an actual sales pitch and bringing
it to a close, so it's a totally different
medium that should be planned and
measured in a different way than TV.

What emerging technologies are
you most excited about?

Digital cameras that capture every
instance of a customer looking at the
screen, the duration of eye contact,
the age, gender and ethnicity of the
viewer. The most exciting thing for me
is that all this data can be reported
in real time, then stored and used
for content effectiveness analysis. |
am also excited about different ways
people will be able to interact with
screens.

Do you foresee any fundamental
changes to this business in the
next five years?

Yes, | do. Media space of numerous
digital signage networks will be ag-
gregated, standardized and packaged

by consumer profiles and geographic
markets. Buying a national campaign
on digital signage will be as easy
and fast as buying a national TV
campaign. Standard and easy-to-use
reports will be instantly available for
post-buy analyses.

All TV will be digital and most house-
holds will have DVRs, so “total mar-
keting” will become possible. | mean
an integrated campaign following the
consumers from their couch to their
commuting route (via mobile devices
and digital billboards), to their laptops
or desktops and to the “final 10 feet”
to the product at a retail location, via
digital signage. It will be as close to
the advertisers’ paradise as it can be.

Many people are concerned about the
proliferating “ad creep,” but, paradoxi-
cally, the digital and targeted nature
of advertising will help eliminate a lot
of clutter and marketing waste. And
because of the high measurability
and accountability of future digital
signage, its CPM rates will surpass
those of TV and radio and will keep
rising, especially in the narrowly tar-
geted upscale niches.

How long before digital signhage is
an established “must-have,” con-
sidered to be just as essential as
POP displays and POS systems?

Two to three years.
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Nurlan Urazbaev is director of marketing for
BroadSign International. With BroadSign
since the company’s beginning, Urazbaev
also worked as a reporter, radio executive,
entrepreneur and owner of a media consulting
company.
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Jeff Weidauer, CBS Outernet

Which industry (retail, financial,
restaurant, etc.) is currently mak-
ing the best use of digital signhage,
on the whole?

That depends on your interpretation
of “best.” Retail doesn’t currently
have the screen count of some other
areas (e.g., restaurant, financial),

but that’s changing rapidly. With the
tremendous customer count that retail
outlets have, primarily supermarkets,
this medium is poised to change the
advertising world in much the same
way that the Internet has.

Which industry has the most
potential for growing its use of
digital signage?

Retail is where the action is going to
be, particularly supermarkets. Cus-
tomer counts help drive viewership
numbers that rival major media pro-
viders, and the engagement level is
above that of in-home media. Shop-
pers are interested in the content on
the screens in-store, and unaided re-
call is greater than that of television.

What are the biggest mistakes
you’ve seen companies make with
this technology?

Assuming the viewer is a “captive
audience.” The shopper always has
choices and alternatives, and she will
vote with her feet if she feels forced
to watch content that isn’t relevant.
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Tied to that is the danger of not focus-
ing on content. No matter how many
screens are installed, if the content
doesn’t engage the viewer, then the
number of screens doesn’t matter,
because no one is going to watch.

Also, not enough thought given to
screen location. There are many
factors in this decision beyond just
getting power there. Areas of natural
dwell time, where the shopper can
linger as long or as little as she likes,
are critical.

How open are executives and
decision-makers to the benefits
and costs of digital signage, rela-
tive to a year or two ago? How
have their attitudes changed?

Many executives remain skeptical,
but the tide is turning. The benefits of
OONH digital are being proven again
and again by numerous providers,
and this medium is now too big to
ignore. More and more companies
are dedicating a percentage of their
media budgets to investing in digital
at retail.

If there was a single misconception
about digital signage that you'd
like to correct in the mind of the
business public, what would it be?

That this is just another TV.

What emerging technologies are
you most excited about?
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Bluetooth and other interactivity en-
hancements; mobile marketing and
the ties possible to digital at retail are
very exciting in terms of tying different
media together in a consistent pre-
sentation that benefits the advertiser
and viewer alike.

Do you foresee any fundamental
changes to this business in the
next five years?

Consolidation of providers. This
will be ongoing until a small (five to
seven) group of effective network
providers remain.

More interactivity with viewers, rather
than just one-way communication.
Developing a dialogue with shoppers
iS going to be a significant change,
but we haven’t begun to understand
the possible benefits that will be avail-
able as a result.

Greater use of digital OOH as a main-
stream medium. Digital at retail won't
replace other media, but it is quickly
becoming a standard component of
well-rounded media plans.

How long before digital signage is
an established “must-have,” con-
sidered to be just as essential as
POP displays and POS systems?

Two to five years. But closer to two.

Jeff Weidauer is vice president of marketing
for CBS Outernet. He has been involved in
retail for nearly three decades. As director of
brand advertising for Supervalu, he created the

vision for the current Supervalu in-store media
network, overseeing all aspects of strategic
development and expansion, along with con-
tent creation and management throughout the
chain.
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Mike White, Multi-Media Solu-
tions Inc.

Which industry (retail, financial,
restaurant, etc.) is currently mak-
ing the best use of digital signage,
on the whole?

Before that question can be answered
from my perspective, one must define
digital signage or at least establish a
minimum use of the digital signage
technology and a measurable strat-
egy to invoke influence as a basis

for saying this organization is using
digital signage. To some, tuning a

TV in their retail store to MTV or in

a restaurant to ESPN is defined as
digital signage; to others, it is the use
of large LED displays on the streets
of Vegas to showcase entertainment
venues.

To most, | believe, it is somewhere
between those two extremes. With
those thoughts in mind, | am con-
fident that the retail industry has
invested more in digital sighage than
any other industry, followed closely
by the restaurant industry. | would
also follow that statement by saying
that the retail industry has seen more
failures than any other group, as well,
and that serves as one of our biggest
challenges.

Which industry has the most
potential for growing its use of
digital signage?

The retail industry has the most
potential for pure growth by volume,
but other industries, | believe, will see
faster growth by percentage of adop-
tion. | believe that corporate America
and its investment in digital signage
for employee communications, way-
finding, announcements and branding
will see very significant growth, as
well as gaming and the museum verti-
cal. Restaurants will continue to grow,
with most of the large players sitting
on the sidelines waiting for one of the
other large players to implement a
network and see if it succeeds.

What are the biggest mistakes
you’'ve seen companies make with
this technology?

The biggest mistake | see consis-
tently is they see this as a hardware
IT-based solution with a little content.
Digital signage is so much more than
just hardware or software or content.
It is a living organism that must be fed
and must be maintained. To me, the
biggest mistake is made up front, by
end user and integrator alike, in that
they do not look at the whole picture
and base their decision on what they
hope to achieve or accomplish with
their network, rather than looking at
the hardware or software as the solu-
tion. And | am not trying to delegate
those items as unimportant, but to
just say, without putting everything
together, the network will just join

the long list of failures and hurt the
industry.
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Part IV: What the future holds

How open are executives and
decision-makers to the benefits
and costs of digital sighage, rela-
tive to a year or two ago? How
have their attitudes changed?

Organizations and their leadership
are indeed more open and better
educated; regretfully, their education
often comes from the IT perspective
(a box solution that can be bought
cheap). Please understand that | am
not negating the very important role
that IT plays, and their wisdom and
support is required to make a suc-
cessful digital signage system, but IT
leadership must support the other el-
ements of the digital signage network,
or it will most certainly fail. This open
attitude is based on positive results
that are being published, which was
not available even last year. In a simi-
lar fashion, they can also read about
the failures and they are asking better
guestions.

If there was a single misconception
about digital signage that you'd
like to correct in the mind of the
business public, what would it be?

Successful digital signage is not

a box; it is not a software; it is not
content; it is not the network deliv-
ery system; it is not someone in the
organization having ownership and
responsibility for the success of the
digital signage system. It is all of
these working in harmony.

What emerging technologies are
you most excited about?

There are so many great technolo-
gies that are emerging in support of
digital signage that to point to one
would be short-sighted. | will mention
just a few: small form-factor players
(PC/MAC/appliance RISC-based), flat
panels that support connectivity with
Cat 5 and include integrated play-
ers, directional audio and content-
management software that continues
to become more flexible, user friendly
and cost-effective.

Do you foresee any fundamental
changes to this business in the
next five years?

With the larger corporations and
larger networks, | see more of this be-
ing brought in-house instead of work-
ing with an integrator or even a direct
reseller of digital signage systems. |
see more traditional A/V integrators,
finally recognizing the opportunity and
making the investments necessary to
successfully support the growth that
is most certainly going to happen. |
see advertising and marketing organi-
zations that have shown resistance to
the technology openly embracing and
some even hiring resources to imple-
ment their own digital signage net-
work solutions. | don’t think they have
a choice. | also see more and more
digital printing companies, recogniz-
ing the opportunity and engaging as
an integrator.
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Part IV: What the future holds

How long before digital signage is
an established “must-have,” con-
sidered to be just as essential as
POP displays and POS systems?

I know everyone keeps saying, “It is
going to happen this year or at the
latest next year.” My personal opin-
ion is that it will continue to see rapid
growth, and successful digital sig-
nage networks will be become more
common, but | don’t see this any dif-
ferent than the adoption of video tele-
conferencing. For years, it has been
speculated that it is the year of the
massive upswing in VTC. And yes,
there has been significant growth and
it will continue, but because of the
investment and basic change in the
way people do business, | believe it
will, like digital signage, just continue
to grow and grow and grow. But | do
not see a specific day, month or year
that we can point to and say, “That
was the year it exploded.”

Mike White is president and CEO of Multi-
Media Solutions Inc., an 18-year-old audio
visual systems integration company based in
Knoxville, Tenn., with a major focus on digital
signage. White sits on the board of governors
for Infocomm International and on the dealer
advisory committee (acting as its board) for
USAV. He is a nationally recognized speaker at
many industry events.
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