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Abstract 
More and more people choose to watch television online through online video-on-
demand services. For media corporations, such as the Modern Times Group (MTG), 
this means that video-on-demand will become an increasingly important source of 
revenue. Because video-on-demand is an online service, advertising products offered 
therein are in competition with other online advertising products. Currently, MTG’s 
video-on-demand advertising products are the same as on regular television, meaning 
they haven’t yet taken advantage of any advertising product development opportunities 
made possible by Internet technology. The purpose of this thesis is therefore to 
determine what MTG’s strategy should be to improve the competitiveness and revenue 
of their video-on-demand advertising products, and what key concerns need to be 
addressed in order to realize the determined strategy. By request of the commissioner, 
MTG, possible uses of segmentation to achieve the strategy are studied. 
 
The methods used to collect data include multiple interviews both at MTG and at their 
current advertising customers, as well as web analytics and a questionnaire. Both 
qualitative and quantitative analysis was used to answer the research questions. 
Findings suggest that MTG should strive to improve the engagement of their advertising 
products, through the use of contextual segmentation and self-segmentation. This goes 
against the current trend in online advertising, where segmentation is primarily used for 
ad targeting. The reason for not adhering to the trend is that MTG’s advertising 
customers operate in a television mindset, where ad targeting is of a very limited nature 
and engagement is of greater perceived value. 
 
Key-words 
Video-on-demand, ad avoidance, segmentation, self-segmentation, contextual 
segmentation, advertising products, signal strength, ad engagement 
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Terminology & Abbreviations 

Ad Engagement The impact of being exposed to an advertisement, in 
terms of attention, interest and interaction. 

Ad Impressions The number of viewer exposures to ad advertisement. 

Advertising product An implementation of displaying advertising to 
viewers. Both in terms of viewer facing aspects such as 
different methods of displaying a creative, as well as 
strategic variations of the systematic implementation 
logic, e.g. segmentation, frequency, etc. 

Conversion rate The proportion of users/viewers/customers who take a 
desired action, often interacting with an advertisement 
or making a purchase. 

Cost Per Mille (CPM) The cost of one thousand ad impressions. 

Duplex communication Communication where two parties can communicate 
simultaneously, i.e. communication in two directions. 

Internet-TV A system or service that makes television content 
available for viewing over the Internet. 

Lean forward media A media channel where people are active and viewing 
has a purpose, often correlated to short sessions and 
high interactivity. The opposite of lean back media. 

Mid-roll An advertising unit shown during an intermission in a 
television program or video. 

MTG Modern Times Group 

Post-roll An advertising unit shown when a television program 
or video is finished. 

Pre-roll An advertising unit shown before a television program 
or video is played. 

Signal strength The granularity with which an audience can be targeted 
with advertising. 

Simplex Communication that happens in one direction only. 

Video on Demand (VOD) A system or service that allows a viewer to choose 
what and when to watch video content, as opposed to a 
pre-programmed linear stream. 
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1. Introduction 

1.1 Background 
In recent years, watching television via the Internet on computers and mobile devices has 

become a common occurrence. Technological advancements have made it possible to watch 

television content in any place and at any time. Technology has also impacted the way in which 

television content is consumed. What was once a linear stream of broadcasted pre-programmed 

television content, is now presented as a catalog of programs where the viewer can choose freely 

what, and when, to watch. This type of service is often referred to as; Video-on-Demand (VOD) 

or Internet-TV.1 However, not all aspects of television content viewing have been affected by the 

technological developments. In general, advertising in VOD services look and function the same 

as on regular broadcast television; pre-determined advertising breaks in the program video 

stream, in which a number of short advertising videos are played. 

 

Modern Times Group (MTG) is an international media company from Sweden. MTG is involved 

in several different kinds of media, such as TV, radio and print. Recently MTG started a digital 

department, MTGx. Within MTGx there are several sub-departments working on various digital 

products, such as online games, online radio, and online video streaming. The organizational 

structure can be seen in Figure 1: MTG organizational structure. MTGx has two video streaming 

products; one is a paid subscription service without ads, the other is free and features advertising. 

The paid subscription product, Viaplay, features content from MTG’s paid TV channels, 

including movies and sports channels. The free-to-use product, Play, is the primary focus in our 

study, since it is the one featuring advertisement. Play consists of several existing commercial 

TV channels, made available digitally as a video-on-demand (VOD) online service. Both VOD 

services are accessible via the web as well as through mobile applications. 

                                                
1 The term VOD may be used to signify any non-linearly streamed video content; however in this study it solely 
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Figure 1: MTG organizational structure 

1.2 Problem description 
More and more viewers choose to watch television content using VOD services on the Internet, 

instead of via traditional broadcast television. Some studies predict that by the year 2020, the use 

of VOD services will make up 50% of television content viewing.2 MTG has realized that as a 

result of this trend, VOD will become an increasingly important advertising channel and source 

of revenue, as they predict TV revenues will decrease as VOD grows. However, according to 

MTG’s advertising customers, their VOD services do not currently provide advertising products 

that are considered to be competitive in the digital arena. In fact, their current VOD advertising 

products are generally the same as featured in their regular broadcasted TV, e.g. intermissions 

featuring shorts advertising videos. For this reason MTG is interested in finding out what can be 

done to improve the competitiveness of the advertising products in their VOD services. 

Specifically, MTG want to learn if this can be achieved by means of user segmentation. The 

                                                
2 Ericsson, Forever Evolving Experience, Available at: 
http://www.ericsson.com/televisionary/media-vision-2020/forever-evolving-experience/, 
[Accessed 2014-05-20] 
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reason for this is that they are currently in the process of developing a new user account system, 

which they wish to design in a manner to support future segmentation needs. 

1.3 Purpose 
The purpose of this study is to determine how segmentation can be used to improve MTG’s 

advertising product, in their Play services, in order to increase and protect advertising revenue in 

the shift from broadcast television to video-on-demand. 

1.3.1 Research questions 

1. What should MTG do to improve the advertising products in their Play services, in order to 

increase and protect their advertising revenue? 

2. What are the key-concerns that MTG will need to address, in order to realize the plan-of-

action established in RQ1? 

3. How can MTG use segmentation to address these key concerns? 

1.4 Delimitations 
This study focuses solely on the Swedish market, as this is one of MTG’s most important 

markets, and a suitable scope due to the limited time and resources available. Furthermore, as per 

findings in the initial exploratory study, segmenting users to improve advertising targeting is 

presently of limited use for MTG. This study therefore focuses on using segmentation to achieve 

greater advertising engagement. The details of this are explained further in the introductory 

section. Finally, because of the limited resources available to us at MTG during the timeframe of 

this study, performing actual implementation testing of the findings concerning which 

segmentation variables to use was determined to lie outside of the scope of this study. This since 

such testing would entail substantial development to the advertisement serving system and 

require testing features not currently operational at the time of this study. 

1.5 Limitations 
Marketing research encompasses theories both for and against the usefulness of segmentation as 

a marketing tool. Some propose that there is lacking empirical evidence of positive results gained 

from utilizing segmentation, and that marketplace heterogeneity has grown so severely that 
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segmentation has become exceedingly unreliable.3 However in the case of MTG, the 

fundamental usefulness of segmentation is not under debate, due to the fact that MTG has 

explicitly requested further research into the possible uses of segmentation. Therefore, this study 

takes place in an ontological scenario in which market segmentation is widely accepted as useful. 

For this reason, this study makes the same assumption regarding the usefulness of segmentation 

and focuses simply on what constitutes a successful implementation of segmentation in the case 

of MTG. Therefore the results of this study are somewhat limited in the sense that their relevance 

is not discussed in-depth outside of the aforementioned ontological scenario. The results are also 

shaped by the fact that investigating segmentation as a method of solving the research problem 

was a prerequisite. 

                                                
3 Hines T., Quinn, L. (2005). Socially Constructed Realities and the Hidden Face of Market Segmentation, Journal 
of Marketing Management, 21, p.529-543 
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1.6 Thesis disposition 
The remainder of this thesis will follow the disposition detailed in Figure 2: Thesis disposition. 

In the methodology section, information about the research process, and the various methods 

used, are presented and discussed. After that, the background study &literature review, 

establishes the scope and the theoretical foundation on which this study is based. From there, the 

findings & analysis section details the results of this study, divided in three sections that 

correspond to the research questions. The remaining sections; conclusions, discussion, and future 

research & implications, present and discuss what conclusions are drawn and what their 

implications are for MTG. 

 
Figure 2: Thesis disposition 
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2. Methodology 

2.1 Research process 
Initially, there was not a defined line of questioning in place for this study. MTG had requested 

research into how their advertising product could be improved through the use of segmentation. 

Their primary interest was investigating how demographic segmentation could be implemented 

and used for this purpose. However, in our initial assessment of their request, we determined that 

demographics alone would provide little interest for further research. We also concluded that 

having demographics as the focus of this study would likely not be of any real benefit for MTG. 

Therefore the first few weeks were spent on determining the scope and on understanding the case 

in terms of MTG’s strategy and competences, the industry situation, and the existing theory in 

the field. This work took the form of an exploratory study which included both a literature 

review, several interviews both at MTG and at the media agencies which represent their main 

advertising customers, as well as a thorough study of internet advertising as an industry and its 

intricacies. In the end, a significant share of the work accomplished in this thesis was concerning 

which strategy would be best for MTG in improving the Play services’ advertising product 

offering. As well as what would need to be accomplished to realize this strategy. This focus is 

reflected in the resulting research questions. 

 

These activities are described in greater detail in the corresponding sections in this chapter. It 

should be noted however that the decisions made throughout the course of this study have been 

shaped by the fact that segmentation is one of the fundamental principles of which the study 

hinges. The results are therefore a consequence of this fact, as are the methods chosen to answer 

the established line of questioning. 

2.1.1 Literature review 

A literature review was conducted in order to gather and analyze the existing body of knowledge 

relevant for this study. Various types of secondary data were collected, such as books, academic 

journals and industry articles. The literature review combined with the empirical findings, make 

up the foundation for our analysis and conclusions. 
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2.1.2 Interviews at MTG 

During the study six semi structured interviews have been performed at MTG with different key 

personnel. The interview subjects selected, represented different departments and roles within 

MTG. The reason for this was to get a broad and diverse image, and therefore highly valid, 

image of MTG. The specific purpose of the interviews was plural; to establish MTG’s strategy 

and their competences, as well as get a clear picture of the MTG organizational structure and 

reveal any internal political phenomena that could affect their explicit strategy. Furthermore, the 

findings from the interviews were in part used to shape the scope of the study, as this was set 

based on MTG’s strategy. 

 

Prior to each interview, a specific set of questions was prepared depending the role of the 

interview subject. A summary of the question can be found in Appendix A. However the 

questions were not posed in order, nor were all questions used. Furthermore, as is the nature of 

semi structured interviews, new questions were added during the interviews to obtain more 

information regarding a specific topic or to explore new topics discovered during the interview 

process. The initial interview subjects were selected based on suggestion made by our supervisor 

at MTG, the product manager for VOD services featuring advertising (AVOD). During the 

interview process, the interviewees also suggested further key personnel to include as interview 

subjects. The following personnel at MTG were interviewed as part of this study:  

● Product Owner Video Monetization, MTGx 

● Head of Research, MTG 

● Ad Sales Manager Online, MTG 

● Ad Sales Associate, MTG 

● Project Manager of Single-Sign-On, MTGx 

● Product Manager AVOD, MTGx   

2.1.3 Interviews at Media Agencies 

In order to establish what a viable advertising product development strategy for MTG could be, 

we wanted to determine what their advertising customers, currently demanded and what 

improvements they would be interested in. Furthermore, in order for MTG to be successful in 

increasing their ad revenue they must be able to sell their ad space, therefore we sought to get a 

deeper understanding of the working process of the industry. 
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To achieve this, we performed semi structured interviews with representatives of some of the 

largest media agencies in Sweden, which make up a majority of MTG’s advertising customers. 

Media agencies plan and handle their clients’ advertising strategies. Fundamentally, they 

determine appropriate target groups, which are defined using demographic variables, as well as 

develop media buying strategies in order to reach these groups.  

 

The list of questions in Appendix B was used as a wireframe for the interview, however the 

questions were not posed in order, nor were all questions used. Furthermore, as is the logic of 

semi structured interviews, new questions were introduced during the course of the interviews. 

The following subjects were interviewed; 

● Media Director Online, Carat 

● Head of Digital, IUM 

● TV & Online Video Specialist, Mediacom 

 

The interview subjects were selected based on advice from MTG’s ad-sales director. Generally, 

the subjects held a senior role at the media agencies, and were involved in or responsible for, 

deciding what and how much ad space to buy on a client’s behalf. Furthermore, the interview 

subjects represent the media agencies responsible for the majority of MTG’s current advertising 

sales. Therefore they represent a very relevant sample of the current advertising customers’ 

needs and demands, meaning the findings gleaned from the interviews have strong validity in the 

current situation. Questions regarding future needs and wants were raised during the interviews 

and have been used to further our analysis and draw conclusions regarding what may be 

requested in the future. However, one should note that not only needs may change in future, 

MTG’s customers may as well. 

 

There are limitations to the analysis possible using the interviews as a source of information. 

Primarily the interview subjects are not representative of media agencies that are currently not 

customers of MTG. In other words, we cannot draw detailed conclusions from these interviews, 

about what any potential new customers would be interested in. Furthermore, the answers given 

when asked about interest in certain new advertising product ideas should not be used as gospel, 

since a consumer will often not be able to judge interest in a product before it has been 
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understood and tested, illustrated by the following quote from Apple computer founder Steve 

Jobs; “..it's really hard to design products by focus groups. A lot of times, people don't know 

what they want until you show it to them.”4 

 

Lastly, the number of interviews could perhaps be considered limited. However, the answers 

were very consistent in all cases, therefore it was decided that additional interviews would likely 

yield little additional insight. 

2.1.4 Internet advertising: Ad engagement & Signal 

Because this study concerns MTG’s advertising product strategy, establishing a fundamental 

understanding of the Internet advertising economy was required. Because MTG’s advertising 

pricing and profits are based on Cost-per-Mille (CPM) pricing, this was selected as a starting 

point. We proceeded to explore literature and industry articles and established a theory that CPM 

price is fundamentally a result of two parameters; the level of ad engagement in the advertising 

channel, and the level of targeting possible in the advertising channel, i.e. the strength of the 

signal. In order to substantiate this theory we sought to establish the average, or industry 

standard, CPM price for a number of major advertising channels, and correlate this to each 

channels level of engagement and signal. 

2.1.4.1 Establishing average CPM price 

The industry articles used to establish the average CPM price for each advertising channel were 

found using online search tools such as Google and KTHB Primo5. Multiple sources were 

collected for each advertising channel, and the resulting average of the quoted CPM prices was 

used as the estimated average CPM price. The complete list of sources used can be found in 

Appendix C. 

2.1.4.2 Evaluating ad engagement and signal 

The concepts of ad engagement and signal are loosely defined in industry rhetoric, and no 

standardized way of measure is established. Therefore determining the level of ad engagement 

and signal for each advertising channel was done by evaluating each channel qualitatively, based 

on learnings and opinions gleaned from industry articles. 

                                                
4 Business Week, Steve Jobs on Apples Resurgence: “Not a one-man show”, Available at: 
http://www.businessweek.com/bwdaily/dnflash/may1998/nf80512d.htm, [Accessed 2014-05-17]  
5 KTHB Primo, http://www.kth.se/kthb 
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2.1.5 Benchmarking 

In order to get a comprehensive picture of MTG’s Play advertising product and how competitive 

it is in regards to other online services, several of the most popular services have been studied. 

The selected web sites to benchmark against were Facebook6, YouTube7 and Hulu8. These have 

been selected because they are prominent on the Internet, and differ from the Play service in 

several aspects. All these websites’ advertising products were compared with the advertising 

products of MTG’s Play service, focusing on ad engagement and signal strength.  

2.1.6 Questionnaire: Viewing habits and advertising sentiment 

A questionnaire about Internet TV viewing habits and advertising sentiment was created and 

distributed in order to deepen our understanding of the behavioral and contextual aspects of 

VOD viewing, both in general and for each respective segment determined through analysis 

using Google Analytics data. Furthermore, the questions regarding advertising opinions were 

posed in an effort to get an understanding of possible advertising product improvements. 

 

The questionnaire was designed through an iterative process. The process started with a 

brainstorming session where the purpose was established and the initial questions were 

determined. The questions were then arranged in a test questionnaire which was tested in a 

pseudo-interview format with a limited number of participants. The results and feedback 

gathered through these interviews was then used to further develop the questionnaire and 

establish a new version. This version was published using the intended method of collecting 

responses; Google Forms, a free online questionnaire toolkit which provides capabilities to 

export the results to data analysis tools such as Excel. The questionnaire link was then distributed 

to a small test group, in order to gather further feedback and analyze the performance in a small 

scale. Based on the results of this test questionnaire was then tweaked somewhat and some 

questions were removed to prevent fatigue as a result of questionnaire length. Once these 

changes were complete, we were satisfied with the quality of the questionnaire. Finally, we 

added a free-text input field at the end of the questionnaire, to allow respondents to share more 

detailed and in-depth reflections and sentiments. 

 

                                                
6 Facebook, http://www.facebook.com 
7 YouTube, http://www.youtube.com.com 
8 Hulu, http://www.hulu.com 
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Before publishing the questionnaire a sampling frame was determined. The population we sought 

to generalize to was the entire viewership of the TV3 channel; since MTG predicts that in the 

coming years a majority of these viewers will be users of their TV3 Play VOD service. The TV3 

channel has a very large viewership, which therefore can be considered a significant share of 

Sweden’s population of roughly 10 million. Because of the large scale, we determined the viewer 

population to be a generalizable sample of the nation’s population. Therefore for the purposes of 

our study, to determine viewing habits and advertising sentiment of TV3 viewers, it is sufficient 

if the sample group responding to our questionnaire is also generalizable to Sweden’s population. 

Therefore we could determine that the required number of responses to draw significant 

conclusions from the results was 384 responses, as this would satisfy a 95% confidence level and 

a 5% confidence interval. This was determined using a calculation tool utilizing a formula by 

Krejcie & Morgan.9 The formula is shown in Figure 3: Sample size requirement formula. 

 
Figure 3: Sample size requirement formula 

Once the sampling frame and required number of responses had been determined, we proceeded 

to distribute the questionnaire through multiple online channels such as email and social 

networks, as well as publishing it on websites used to disseminate current or interesting content. 

 

Because the questionnaire was intended only for the Swedish market, it was composed and 

distributed in Swedish. The full questionnaire is included in Appendix D. 

2.1.6.1 Significance of results 

After three weeks, the responses had stopped coming in and the feasible maximum number of 
                                                
9 Krejci, Morgan (1970), Determining Sample Size for Research Activities, Educational and Psychological 
Measurement, #30, p.607-610 
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responses was deemed to have been reached. At 203 responses in total, the required 384 

responses had not been reached. The limited number of responses meant the results would only 

satisfy a 93% confidence level and a 7% confidence interval, as calculated using the same 

method as introduced in the previous section. We chose to go ahead with the analysis regardless, 

as some results could indeed still provide some insights, albeit in a more qualitative way, due to 

the increased confidence interval. However, the low number of responses must be considered a 

limitation and the conclusions drawn from the analysis of the questionnaire would be well served 

by further confirmation in future research. 

2.1.6.2 Segmentation based on preferred device 

In the analysis of the questionnaire responses, we segmented the respondents based on indicated 

preferred viewing device, such as Computer, Tablet, Smartphone or Other, in an effort to test an 

hypothesis that these groups would have different viewing behavior and advertising sentiment. 

However, the data used for this analysis was limited in that there were quite few respondents 

who had indicated Smartphone as their preferred viewing device. This is likely partly due to the 

limited number of questionnaire responses and partly due to the fact that in actuality the number 

of viewers who prefer Smartphone is limited. The insights from this analysis are therefore 

subject for further confirmation in future research. The number of respondents in each category 

is summarized in Table 1: Device types. Note that the Other category was disregarded in the 

analysis because of its limited usefulness due to ambiguity and few responses. 

Table 1: Device types 

Indicated preferred device Number of respondents 

Computer 126 

Tablet 52 

Smartphone 15 

Other 10 

2.1.7 Analysis using Google Analytics data 

To explore some of the information variables that may be used for a segmentation base for the 

determined segmentation strategy, a dataset collected through Google Analytics has been used.  

Google Analytics is a tool that logs data and creates statistics about a website’s or a mobile 

application’s traffic and traffic sources, as well as measures conversion rates and sales. MTG 
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uses Google Analytics to gather data from their different TV channel’s web pages, and their 

respective Play services and mobile applications. Through this tool MTG can gather rich and 

large quantities of data regarding the usage of their different services. For instance, the tool can 

create statistics such as how many visitors a site has over a specific time period, for how long the 

visitors have been on the site, etc. At the moment Google Analytics is the most commonly used 

web analytics tool.10 

 

Even though MTG has Play services in several countries, as mentioned in the delimitations 

section, this study focuses solely on the Swedish market. Furthermore, the analysis performed 

using Google Analytics data have been conducted using data only from the channel TV3’s Play 

service, TV3 Play. The analyses have been based on data both from TV3 Play’s website, as well 

as the corresponding mobile application. The main reason for performing the analyses solely on 

TV3 Play is the fact that it is by far the largest Play service in Sweden under MTG’s control. 

 

The time period that was selected for these analyses was between first of September 2013 to the 

last of October 2013. This period was chosen due to the fact that it is a stable and representative 

period for a whole year. During this period there are no inflations from holidays such as 

Christmas, or any specific events such as the Olympic games, which could push up the ratings.  

 

Furthermore, the data set that has been used is not a sample, it is in fact the whole population that 

is under analysis. Google Analytics takes to account every single visitor on the TV3 Play 

webpage and on the mobile application and stores data concerning them. This means that sample 

bias and generalizability analysis is not necessary. 

 

 

The analyses that were performed using Google Analytics data were conducted in following 

manner: 

● The data that was of interest was selected in Google Analytics. 

● From there, the data was exported to Excel and rearranged and analyzed using pivot 

                                                
10 w3techs, Usage of traffic analysis tools for websites, Available at: 
http://w3techs.com/technologies/overview/traffic_analysis/all, [Accessed 2014-05-05] 
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tables. 

● From these pivot tables conclusions were drawn and graphs were created. 

 

Several different datasets were exported from Google Analytics, in order to look at various 

different contexts, all of which were analyzed in the same procedure as introduced above. The 

purpose of the analyses was to glean if there were any differences in behavior between diverse 

contexts, and draw conclusions about contextual and behavioral phenomena. 

2.2 Limitations of research design 
One of the fundamental limitations of the research design is the fact that “solving via 

segmentation” was used as a core principle throughout, regardless of the analysis and resulting 

findings regarding what MTG’s strategy should be and what needs to be accomplished. One 

could argue that segmentation was preordained, resulting in a disregard for all other methods 

which may have been more suitable to use for solving the specific problems discovered in the 

MTG case. However, as segmentation was the requested area of study, the results are most 

definitely of interest to MTG. Furthermore, the theoretical contribution of applying segmentation 

to solve the specific problems in this study is still of merit, as segmentation is a hot topic in the 

industry and in the advertising sphere, as well as commonly discussed as a useful tool for solving 

similar lines of questioning. 

2.2.1 Reliability & Validity analysis 

When conducting this type of study it is of importance to consider reliability and validity, both in 

terms of data collection and data analysis. Reliability means that if the study was repeated the 

same result would be achieved.11 Each respective method in our study likely has a different level 

of reliability, and therefore should be discussed individually. With regards to the analysis made 

using Google Analytics data, reliability may be considered high. This is due to the fact that the 

data is an actual log of events transpired; therefore repeating the analysis using the exact same 

data is possible. This is not the case with the empirical data collected through the various 

interviews. If the study would be repeated there is no guarantee that the interviewees would reply 

in exactly the same way. Furthermore, there is always a risk that the interviewees’ answers are 

                                                
11 Collins, J., Hussey, R. (2009), Business research a practical guide for undergraduate and postgraduate, third 
edition, Palgrave Macmillan, p.64 
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influenced by how the questions were asked and by the interviewer. This is therefore considered 

when performing the analyses.  

 

Validity is used to describe how well the research findings reflect the situation under 

consideration.12 To insure high validity when conducting interviews, several steps were taken. 

First of all the interview subjects were chosen with care, to ensure that they would have the 

relevant knowledge and experience to answer the questions. Also, the selection of which media 

agencies would be interviewed was discussed with MTG, so that relevant agencies were 

addressed. The respondents were able to answer the questions freely, and care was taken not to 

affect or manipulate answers.   

 

To strengthen the validity of the questionnaire, the questions were arranged in a test 

questionnaire which was tested in a pseudo-interview format with a limited number of 

participants. The results and feedback gathered through these interviews was then used to further 

develop the questionnaire and establish a new and final version.  This was done to minimize the 

misinterpretation of the questions so that they would indeed fulfill their intended purpose. Also, a 

cover letter was included in the questionnaire explaining the purpose. 

 

The validity of the Google Analytics data is contingent on the measuring and logging being 

correct. Errors in this type of data do exist. However, by using a very long period of time as the 

basis for our analysis, the effect of such errors should be minimized. In other words, if the 

logging malfunctions on rare occasions causing erroneous data on select days, the effect on the 

overall analysis, which covers a two-month period, is very small. The validity of the following 

analysis using this data is also somewhat limited, but in a different way. The analysis attempts to 

discover behavioral phenomena using a limited set of measurements, where only implicit cues 

are available. Therefore the resulting insights and findings of largely shaped by interpretation. 

However, as results are triangulated using findings from other types of data where explicit 

behavioral information is indeed available, e.g. a questionnaire, the validity of the insights is 

strengthened. 

                                                
12 Collins, J., Hussey, R. (2009), Business research a practical guide for undergraduate and postgraduate, third 
edition, Palgrave Macmillan, p.64 
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3. Background study & Literature Review 

3.1 MTG’s VOD Products & Freemium concept 
MTG currently considers their two VOD services as two completely separate products, Play 

being the digital version of their commercial TV channels, and Viaplay being the digital version 

of their paid TV offering. However, by studying the nature of the offerings one can plainly see 

that it may be possible to link the two services in a ‘freemium’ business model relationship. For 

instance, in addition to film and sports content, the paid Viaplay service offers the same content 

as the free Play service, but without ads. This can be likened with the value proposition offered 

by other businesses that are utilizing a freemium business model, such as Spotify or Hulu. 

Therefore, for the purposes of this study, we decided that any advertising product strategy for the 

Play service would need to be compatible with any future possible freemium implementations. 

 

One of the fundamental mechanisms of a freemium business model is to attract new users 

through a free offering, and then convert some of those users to paying customers by selling a 

‘premium’ offering.13 A common premium feature offering is to remove ads from the service, as 

in the case of Spotify, or to reduce the number of ads, as is the case with Hulu.14 The logic 

behind the model is to grow by acquiring users through a free offering, which is more likely to 

attract users than a paid offering. The free offering is then funded by selling ads or using some of 

the revenue from users choosing to upgrade to the paid product. 

  

Inherent in this model is a need to balance the value proposition of the free offering and the paid 

offering, considering the relationship between them. If for instance there is too little difference, 

few people would likely be interested in paying. However if the free offering is weak, it likely 

makes it more difficult to acquire users in the first place, thereby impeding growth.15 In addition 

to the relationship between the value propositions of the two products, there is a need to consider 

the relationship between revenue from the two products. In most cases, there is a cost incurred by 

offering something free to users. This cost needs to be covered either by ad revenue, or revenue 

                                                
13 Business insider, EXPLAINER: What Is The Freemium Business Model? Available at: 
http://www.businessinsider.com/what-is-the-freemium-business-model-2011-4?op=1, [Accessed 2014-05-17] 
14 Hulu Plus FAQ, Available at: http://www.hulu.com/plus, [Accessed 2014-05-17] 
15 The wall street journal, The accelerator: Do the (Freemium) Math, Available at: 
http://blogs.wsj.com/accelerators/2013/02/27/do-the-freemium-math/, [Accessed 2014-05-17] 
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from paying customers. Depending on the value proposition of the paid product and the profit 

margin of selling it, the share of revenue coming from ad sales is either of great importance or of 

lesser importance.16 

 

The relationship between the free and paid products is often abstracted using conversion rate 

from free to paid, as the main metric. Conversion rate is best described as the percentage of free 

users who choose to start paying for the paid product. One can easily understand that conversion 

rate can be used as a measure of the perceived value of the paid offering over the free offering. 

 

However, the intricacies of determining, what is the desired conversion rate, are not easily 

understood. The target number will be dependent on the profit margins of both free and paid 

products, as well as the desired growth rate. Plainly, if the revenue from ads is sufficient, the free 

product is indeed self-sustainable. However if the profit margin from the paid product is greater, 

which is a fair assumption being the core logic of the freemium business model, one should 

consider the impact of ads on both user acquisition, retention, and conversion rate. 

 

For the purposes of this study, it is sufficient to understand that it is desirable to increase ad 

revenue in a way that does not negatively affect the user experience, as in the long run this could 

indeed impede both user acquisition and retention.17  

3.2 Play’s advertising model 
Because MTG currently does not consider the relationship between Play and Viaplay as a 

freemium business model, the ad revenue of the Play service could be considered even more 

important. This is due to the fact that internally the Play service needs to be self-sustainable and 

cannot rely on revenue from the paid Viaplay service to cover the cost of the free offering. 

 

Because the Play service gets its revenue solely through advertising and MTG predicts it will 

eventually replace regular broadcasted TV as the primary source for viewing video content, 

optimizing the ad revenue is an integral part of MTG’s long-term strategy. 

                                                
16 Kotilar, S. (2011), Freemium as a Business Model for Mobile Video, Master’s Thesis in Media Technology, p.30 
17 The wall street journal, Facebook's Video Ads Risk Alienating Users, Available at: 
http://online.wsj.com/news/articles/SB10001424052702304403804579263371125671670, [Accessed 2014-05-17] 



 24 

3.3 Internet advertising 
In order to discuss how MTG are planning to optimize their VOD ad revenue, it is important to 

first look at today’s Internet advertising landscape. 

3.3.1 Advertising pricing: Ad engagement & Signal strength 

The most common way to measure ad pricing, and revenue, on the Internet is using the metric 

CPM. CPM is the price charged for one thousand impressions, i.e. the amount of money an 

advertising publisher can bill an advertisement buyer for one thousand displays of a particular 

ad.18 Fundamentally, an advertising publisher such as MTG wants to increase the CPM of their 

advertising channels, while still maintaining their sales volume. In order to be able to do so in the 

Play advertising channel, MTG must increase the perceived value of an impression in this 

advertising channel. Plainly, this can be achieved by improving in two ways; by increasing the 

engagement of ads displayed, and by strengthening the ad signal, which allows more precise ad 

targeting.19 

3.3.1.1 Ad engagement 

Ad engagement is not strictly defined in industry rhetoric, however most definitions include 

some aspect or metric concerning attention, interest and interaction.20 For the purposes of this 

study it serves to signify a measure of the attention, interest, and interaction resulting from a 

person being exposed to an advertisement. 

 

The fact that ad engagement is a measure implies different types of advertising will have 

different levels of ad engagement. Studies have found that higher ad engagement will lead to 

better results in two categories; direct response and brand recognition.21 For example, an 

unsolicited e-mail (i.e. spam) will in most cases get overlooked or be ignored, and will as a result 

on average not generate significant attention, interest or interaction. However an advertisement 

screened in a movie theatre leaves the viewer less chance to miss the message and therefore he or 

                                                
18 Monetizepros, CPM vs CPC vs CPA: How to Sell Display Ads, Available at: 
http://monetizepros.com/blog/2013/how-to-sell-display-ads-cpm-vs-cpc-vs-cpa/, [Accessed 2014-05-17] 
19 Stratechery, YAHOO, TUMBLR, AND THE SIGNAL-TO-ADS CYCLE, Available at: 
http://stratechery.com/2013/yahoo-tumblr-and-the-signal-to-ads-cycle/, [Accessed  2014-05-17] 
20 iab, iab ad engeagement , Availaible at: http://www.iab.net/media/file/IAB-Ad-Engagement-Whitepaper-12-05-
12-tweaks.pdf, [Accessed  2014-05-17] 
21 Microsoft, Dwell on Branding: proof that online ad engagement drives better brand results, Available on: 
https://advertising.microsoft.com/europe/WWDocs/User/Europe/ResearchLibrary/ResearchReport/Dwell%20on%2
0Branding%20Research%20Report%20Apr10.pdf, [ Accessed on: 2014-05-17] 
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she will most likely retain parts of the message communicated.22 This means that the ad 

engagement per impression of a cinema ad is greater than that of an unsolicited e-mail message. 

It is therefore more likely that a cinema ad impression will lead to a viewer taking the desired 

action as envisioned by the marketer, be it a future purchase or brand recognition. Furthermore, 

this means that a cinema ad impression is more valuable than an impression from a spam e-mail, 

and therefore a marketer is willing to pay a higher CPM for a cinema ad than for a spam e-mail. 

This is however a somewhat extreme example as most marketers likely do not engage in buying 

spam e-mail, but it serves as an illustrative example nonetheless. 

 

There have been plenty of attempts in research to quantify what causes ad engagement, i.e. what 

causes an ad to command attention, and generate interest and interaction among the viewership. 

Studies implementing eye-tracking technology have established that determining factors of 

attention for ads on the Internet include size and placement.23 The type of ad creative used has 

also been found to significantly affect the viewing time of an ad. Not surprisingly, video 

advertisements command attention for the longest period, followed by images, while text ads 

getting to shortest attention span.24 This is interesting, as some studies have shown that there is a 

correlation between viewing time of an ad and the ability to recall the ad message.25 

Furthermore, studies of interactive ads, e.g. a banner ad which includes an interactive component 

such as a mini-game, have found that interactivity contribute significantly to brand recognition.26 

3.3.1.2 Signal strength 

Signal strength is another loosely defined part of Internet advertising terminology. Simply put, it 

refers to the level of detail available in the information about the viewer group, i.e. the recipients 

of the advertisement. In other words, signal is a way to describe the granularity with which 

recipients can be targeted. For example; The search-engine Google have an advertising product 

called “Google Adwords”. Adwords are sponsored search results inserted by Google in the 
                                                
22 Ewing, M., du Plessis, E. & Foster, C. (2001), Cinema Advertising Re-Considered, Journal Of Advertising 
Research, 41, 1, p.78-85 
23 Rosenkrans, G. (2009), The Creativeness and Effectiveness of Online Interactive Rich Media, Advertising, 
Journal of Interactive Advertising, 9:2, p.18-31 
24 Hsieh, Y-C., Chen, K-H. (2011), How different information types affect viewer’s attention on internet 
advertising, Computers in Human Behavior, Volume 27, p.935–945 
25 Peltier, J., Schibrowsky, J. (1994), Need For Cognition, Advertisement Viewing Time and Memory For 
Advertising Stimuli", Advances in Consumer Research Volume 21, p.244-250 
26 Microsoft, Interactive advertising: Patterns of use and effectiveness, Available at: 
http://research.microsoft.com/apps/pubs/default.aspx?id=68715, [Accessed 2014-05-17] 
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search engine results pages (SERPs). In addition to continuously collecting data on search 

history for users, Google serve up these sponsored search result ads as a real-time response to a 

specific search query, thereby ensuring to an extreme degree that the ad displayed is relevant to 

what the user is looking for at that very moment. This means that Google Adwords have very 

high signal strength, resulting in users being targeted very effectively. Intuitively one can see 

how a relevant advertisement is more likely to lead to a desired result, and from the marketers 

point of view such an advertisement is more valuable than an advertisement with low relevance 

to the user. Therefore signal strength can appropriately be described as another determining 

factor of the CPM of an advertising channel. 

3.3.1.3 Ad engagement & signal strength in combination 

Both ad engagement and signal strength can be thought of as continuous spectrums where greater 

ad engagement and stronger signal can be used to achieve a more effective and more closely 

targeted advertising channel. 

 

Figure 4: Spectrum of Ad engagement & Signal illustrates how various existing advertising 

channels fit into the scope of these spectrums. The dollar-figure listed is an estimated industry 

average CPM price, based on the average of prices quoted in numerous industry articles. 
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Figure 4: Spectrum of Ad engagement & Signal 

As can plainly be seen, the CPM price is generally greater in advertising channels where the 

engagement and signal is strong. However, traditional advertising channels such as TV and print 

are relatively high CPM channels, with regards to our analysis of engagement and signal, which 

constitutes a form of overpricing. This can be substantiated by looking at the ad-spend in relation 

to the consumer time-spent in each media channel, as is shown in Figure 5: Consumer Time 

Spent in Media vs. Advertising Spending. It is clear that mobile and Internet are channels where 

ad spend is not keeping up with consumer time spent, while print and TV are receiving ad spend 

which is too large relative to the consumer time spent in said channels. 
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Figure 5: Consumer Time Spent in Media vs. Advertising Spending27 

3.3.2 Benchmarking: Advertising on the Internet 

In order to get a comprehensive picture of MTG’s Play advertising product, some of the most 

popular online services have been studied. The selected web sites to benchmark against are the 

following; Facebook, YouTube and Hulu.  

3.3.2.1 Facebook 

One off the first site that was studied was Facebook. In terms of ad targeting, Facebook supplies 

the advertiser an immense variety of segmentation variables. When advertising on Facebook it is 

more or less possible to divide the users into any possible group in regards to geographic, 

demographics, and psychographics. In terms of geographic, the advertiser can choose between 

country, state/province and city. When it comes to demographics, several options are available. It 

is possible to target customers in regards to gender, age, education level, relationship status, and 

much more. The Psychographic variable to choose from on Facebook is interests. On Facebook 

the users can be targeted if they are, for instance, interested in music, but also sub-genres such as 

pop, rock or folk music. It is also possible to target Facebook users who have liked your own 

Facebook page. So, it is possible for example McDonalds to address just the Facebook users who 

have “liked” their page on Facebook.    

                                                
27 Meeker, Meeker, 2012 Internet Trends, KPCB, Available at: http://www.kpcb.com/file/kpcb-internet-trends-
2013, [Accessed 2014-05-17]  
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Furthermore, the ads encourage interactivity, as you can for instance “like”, comment or get 

more information. This is especially true for the ads that are integrated in a user’s “news feed”, a 

central section on the service, which therefore means the ads become more of a natural part of 

the Facebook experience, in which interactivity is a fundamental principle. The ads are also 

included in a social context, for instance you can see which friends who like them, and ensuing 

discussions are generated through comments. Furthermore, ads on Facebook can be distributed in 

a viral way by allowing users to disseminate them further through their social networks, by 

posting them on their walls and clicking “like” on them. 

3.3.2.2 YouTube 

Another popular place to advertise on is YouTube. When advertising on YouTube you go 

through Google’s Adwords. In regards to targeting, the segmentation variables here are similar to 

the ones on Facebook. Geographic, demographic and psychographic are as well present, but the 

main different is the only demographic variables present are gender and age. It is also possible to 

specify specific search words and in that way target people who are searching for something 

special on YouTube. 

  

Our interview findings suggest that even though YouTube provides data, such as demographics 

and psychographics that are of interest to media agencies, they still have low credibility. This is 

due to that the media agencies consider YouTube be a black box. There is no insight into how 

YouTube handles and collect their data, and therefore no transparency. Another drawback with 

advertising on YouTube, according to media agencies, is that only the total reach is supplied and 

not the commercial reach. 

3.3.2.3 Hulu 

Hulu is a service on the Internet that supplies movies, TV shows, and other new media through 

on-demand streaming. The content comes from networks such as NBC, FOX and ABC. They 

offer a free service where the revenues are based on ads only, as well as a paid service that also 

contains ads but not as much. At the moment Hulu services are only offered in the USA and 

Japan. 

  

The main focus of Hulu’s advertising sales material, is not on targeting but rather on the 
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advertising product itself. Hulu has developed an advertising product, which they claim delivers 

ads that are more relevant and more engaging, and therefore more efficient. They have done this 

by creating an advertising product that is based on a custom creative and choice-based ad format. 

Through ad swap, the user can swap to an ad more relevant to them, or through an ad menu 

where the user can pick which brands that will be advertised throughout the program, the user 

gets empowered and interact more with the commercials.   

3.3.2.4 MTG Play service 

If you compare MTG’s Play advertising product with the ones discussed in this section, it is 

most similar to Hulu’s, in that both are streaming video advertising products. This is perhaps an 

obvious result of the fact that both service offerings are similar, e.g. VOD services. Hulu seems 

to use demographics as a foundation when selling advertising space, as this is what is mentioned 

in Hulu’s advertising information.28 As it is in the MTG case, this is probably inherited from the 

world of television where demographic variables, such as age and gender, are used as pillar 

stones when designing advertising strategies. 

 

Both services have interactive features in their advertising products. However the MTG Play 

service’s are much more discrete, and not an obvious part of the product as it is with Hulu. It 

would seem that while MTG has taken their existing TV advertising concept and re-used it in 

their VOD service, Hulu has developed their advertising product primarily based on the VOD 

context. Furthermore, Hulu’s advertising products seem to implement elements of a pull strategy. 

Namely, it is possible for a user to interactively swap ads, or even choose specific brands of 

interest. MTG’s Play service on the other hand, uses only a push strategy, not allowing users to 

customize the ad experience in any way. Seen in Figure 6: Play advertising, is an example of the 

Play advertising product. There are no obvious points of interaction, other than the fact that the 

video ads in some cases are clickable. Fundamentally, the ads are simply a stream of information 

in one direction. 

                                                
28 Hulu, Hulu advertising, Avialable at: http://www.hulu.com/advertising/, [Accessed 2014-05-17] 
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Figure 6: Play advertising 

If you compare MTG’s Play advertising product with Facebook’s and YouTube’s there are 

several distinguishable differences. Primarily, the advertising products on Facebook and 

YouTube are more interactive than the one on Play. This may be because Facebook and 

YouTube are more like traditional “point and click” websites, where interactivity and duplex 

communication is a fundamental part of the experience. While on the other hand, the Play 

service can been seen as a complement or replacement to regular TV, which traditionally is a less 

interactive activity.  

 

Another difference between the services is that YouTube and Facebook use several more 

variables for segmentation than just demographics, such as psychographic and behavioral 

variables, and can therefore be perceived to have stronger signal strength than the MTG Play 

service. 

 

To summarize, in regards to the others, MTG’s advertising products lag behind both in 

engagement and signal strength, and do not take advantage of the present opportunities possible 

on the Internet. Both in the realm of engagement and signal strength there are room for 

improvements. Play advertising products are fundamentally the same as on regular TV. 
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3.4 Market segmentation 
In plain English, “to segment” means to divide into parts. In other words market segmentation 

means that the market, i.e. the customers, is divided into different groups. Fundamentally one 

uses information variables about customers to divide them into smaller target groups, where each 

group is homogenous in terms of preferences and desires.29 Market segmentation can in other 

words be seen as a marketing tool where appropriate variables are used to divide total demand in 

smaller economically viable segments.30 Segmentation can be used for several purposes. Product 

differentiation and promotional efforts tailored to particular groups of customers are two of the 

most common uses of segmentation.31 

3.5 Segmentation bases 
A segmentation base is defined as a set of variables used to divide people in heterogeneous 

groups. For customer segmentation four common categories of variables can be determined that 

define a base; geographic, demographic, psychographic and behavioral.32 In this section, these 

categories of variables are explained and discussed in order to provide sufficient background 

information regarding segmentation. 

3.5.1 Geographics  

Geographic variables divide the customers/market into segments based on regions and locations. 

Geographical variables may be the first type of variables that were used for segmentation.33  For 

example zip code or province be used as a geographic variable. 

3.5.2 Demographics 

If you decide to segment your customers with a demographic base, you use variables that 

describe your users. Common variables are, for example, sex and age. Also, socio-economic 

variables such as income and occupation are frequently used. Using demographic variables as a 

segmentation base is one of the most common ways of segmentation, due to it being easy to use 

                                                
29 Wendel, M. & Kamakura W. (2000), Market Segmentation: Conceptual and Methodological Foundations, Kluwer 
Academic Publishers, p.4 
30 Tynan, C., Drayton, J.  (1987), Market segmentation, Journal of Marketing Management, 2:3, p. 301-335 
31 Park, H., et al (2011) Benefit segmentation of TV home shoppers. International Journal of Retail & Distribution 
Management, Vol. 39, p.7-24 
32 Kotler, P. (2000), Marketing Management, Millenium Edition, Prentice-Hall, Inc, p.148 
33 Tynan, C., Drayton, J.  (1987), Market segmentation, Journal of Marketing Management, 2:3, p.301-335 
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and comprehend.34 The data is also relatively easy to get hold of. Furthermore, marketers often 

consider their customers in terms of demographic variables.  But, it has also been strongly 

criticized. It is often mentioned that demographics has little predictive power in regards to 

customers’ behavior.35,36 In other words, it is considered to be too simplistic. Especially 

segmentation that is age-related has been considered non-fruitful.37  This is easy to understand if 

you consider a class at a university. All the students in the class are more or less the same age, 

but just because they are it hardly correct to say that will dress the same, have the same opinions 

or watch the same shows. 

3.5.2.1 Generational 

In the past couple of decades, theories about using generational affiliation as a basis for 

segmentation have become numerous. Generational segmentation is at its core a version of 

demographic segmentation, as it uses age to segment the customer base. However, it attempts to 

provide deeper understanding by using a customer’s age to determine generational affiliation, 

thereby allowing the marketer to successfully utilize existing knowledge of said generation. This 

existing knowledge is often based upon ethnographic theories, thereby providing insight of the 

customer segments based on ethnographic characteristics affiliated with each generation. 

 

One major weakness of generational segmentation is obvious; not everyone conforms to the 

generalized behavior of his or her generation. In other words, not everyone acts according to 

their age, indicating that generational segmentation is irrelevant in some cases. 

 

Several generational segments have been produced through marketing research, some of which 

have a strong geographic connection. For the purposes of this study it is sufficient to discuss 

briefly some of the most widely recognized generational segments. 

                                                
34Kotler, P. (2000), Marketing Management, Millenium Edition, Prentice-Hall, Inc, p. 148 
35 Heo, J. & Cho, C-H. (2008), A new approach to target segmentation: Media-usage segmentation in the multi-
media environment, Journal of Targeting, Measurement and Analysis for Marketing. 17, p.145 – 155 
36 Wells, Shing Wan Chang , Oliveira-Castro, John Pallister (2010), Market Segmentation From a Behavioral 
Perspective, Journal of Organizational Behavior Management, 30:2, p. 176-198 
37Wells, Shing Wan Chang , Oliveira-Castro, John Pallister (2010), Market Segmentation From a Behavioral 
Perspective, Journal of Organizational Behavior Management, 30:2, p. 176-198 
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3.5.2.1.1 Generation Y 

Also known as Millennials, the exact definition of this generational segment varies depending on 

the researcher, however Noble, Haytko & Phillips define Generation Y as consisting of those 

born between 1977 and 1994. The members of Generation Y are interesting because they have 

been identified as unprecedentedly strong in terms of spending power.38 The authors go on to 

study what causes this phenomenon and come up with a number of theories; Generation Y 

members are highly sociable, posses an inherent feeling of accomplishment, are highly tech-

savvy, as well as prefer to consume from recognized brands as it serves to reduce their own 

feeling of uncertainty. 

3.5.2.1.2 Generation X 

Just as is the case with the Millennials, there is no single definition of what age group is 

affiliated with Generation X. Kotler39 however, defined it at those born between 1965 and 1976, 

which is a widely used definition. Kotler describes Generation X as cynical towards hard-sell 

advertisement. 

3.5.3 Psychographics 

Psychographics consider the customers’ activities, interests, opinions, needs, values, attitudes 

and personality traits.40 The segmentation of the customers can be based on such as lifestyle or 

values. 

3.5.4 Behavioral 

According to many marketers, behavioral segmentation is the way to start when your create 

segments.41 Behavioral segmentation means dividing customers into groups with regards to their 

knowledge of, attitude toward, use of, or response to a product. Common variables in behavioral 

segmentation are occasion, benefits, user status and usage rate.42    

3.5.4.1 Occasions 

You can divide customers with regards to the occasions on which they develop a need, purchases 

a product or use of a product. Occasions related to critical life events can also be monitored, so a 
                                                
38 Noble, M., Haytko, L. & Phillips, J. (2009), What drives college-age Generation Y consumers?, Journal of 
Business Research, no.62, p.617-628 
39 Kotler, P. (2000), Marketing Management, Millenium Edition, Prentice-Hall Inc, p.91  
40 Tynan, C., Drayton, J.  (1987), Market segmentation, Journal of Marketing Management, 2:3, p.301-335 
41 Kotler, P. (2000), Marketing Management, Millenium Edition, Prentice-Hall, Inc, p.151 
42 Kotler, P. (2000), Marketing Management, Millenium Edition, Prentice-Hall, Inc, p.151 
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company can serve specific needs and wants. 

3.5.4.2 Benefits 

Another variable used in behavioral segmentation is benefits. Here the customers are divided into 

segments with regards to the benefit they seek. 

3.5.4.3 User status 

When user status is used as a basis for segmentation, the customers may be divided into non-

users, first time users, and regular users. According to Kotler, how you act on this information 

depends on what your market position is. If you are a market leader you will try to attract new 

customers and if you are a small company you will try to lure customers from the market leader. 

3.5.4.4 Usage rate 

The usage rate variable is constructed in such way that you segment the customers with regards 

to how much they use the service/product. Thereby dividing the market in for instance, light, 

medium or heavy users of the product or service in question. 

3.5.4.5 Attitudes 

The final variable in behavioral segmentation mentioned by Kotler is attitudes. A market can be 

divided with regards to the different customers attitude towards a product or service. Usual the 

customers are divided into segments based on whether they have an enthusiastic, positive, 

indifferent, negative or hostile attitude toward a product. 

 

3.5.5 Summary of segmentation bases 

The segmentation bases presented and their primary variables can be found summarized in Table 

2: Summary of segmentation bases. 

Table 2: Summary of segmentation bases 

Segmentation Bases Description Variables 

Geographic Variables divide the 

customers/market into 

segments regarding region or 

location. 

Zip code 

Community 

Nation 
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Demographic Features of the customers that 

can be measured.  

Sex 

Age 

Income 

Generational Using demographic variables 

to determine generational 

affiliation, thereby facilitating 

the utilization of deeper 

existing knowledge of 

generations. 

Age 

Psychographic Considered activities, 

interests, 

opinions, needs, values, 

attitudes and personality traits 

 

Interests 

Opinion 

Attitudes 

Behavioral Customers are divided into 

groups with regards to their 

knowledge, attitude toward, 

use, or response to a product.  

Benefits 

Attitudes 

User status 

3.6 Trends in market segmentation 
Utilizing Google Trends43 a search volume estimation tool provided by the search-engine 

Google, one can visualize the interest in different search keywords over time. By doing so we 

have illustrated, seen in Figure 7: Google Trends Data of Segmentation Keywords, that over the 

past eight years, 2006-2014, search interest has moved slightly from demographic segmentation 

to psychographic segmentation. Furthermore, one can see that geographic segmentation is, by 

volume at least, a contender for the second most popular segmentation category among the four 

selected. It also is clear that behavioral segmentation has picked up in search interest over the 

last few years, from 2010 and onwards. However it is still only about half that of the others 

included in this analysis. 
                                                
43 Google Trends, http://www.google.com/trends/, [Accessed 2014-03-12] 
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Figure 7: Google Trends Data of Segmentation Keywords 

While search interest is not a decisive litmus test for industry thinking, it serves as a measure of 

the general prevalence of these concepts. Therefore general observations that can be made from 

this data may be used as a holistic measure. Such as the steady or even slightly increasing, 

interest in the traditional segmentation concept demographics. It is also clear that while new 

concepts such as behavioral segmentation have gained significant traction in the past few years. 

3.7 Evaluating segments 
One of the most important aspects of the process is the evaluation of the proposed segments 

resulting from the segmentation base developed in the study. Without evaluating the segments, 

one would struggle to draw conclusions about their quality or usefulness. 

 

Because this study is solely focused on the case of MTG, the evaluation criteria used in the study 

is likely to be highly hereditary, and therefore the criteria used may not be generalizable to a 

broader context. However, existing research on the topic does provide useful boundaries for 

deciding upon evaluation criteria. Appropriately, Dibb & Simkin have performed a mapping of 

existing theories on segmentation evaluation criteria in marketing literature and produced a 

summary consisting of six evaluation criteria, which can be seen in summarized form in Table 3: 

Segment Evaluation Criteria.44 As these criteria are based on summarizing twenty pieces of 

relevant literature, it can confidently be used as a wireframe for the evaluation criteria utilized in 

this study. 

                                                
44 Dibb, S., Simkin, L. (2010), Judging the quality of customer segments: segmentation effectiveness. Journal Of 
Strategic Marketing, 18(2), p.113-131 
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Table 3: Segment Evaluation Criteria 

Evaluation criteria Description 

(1) Segment homogeneity  
Each and every segment should have a 

clearly discernible customer profile. 

(2) Segment size and potential profitability 

Each segment should be of sufficient size 

that the resources required to target it can be 

justified. Segment size and profitability must 

also be predictable. 

(3) Segment stability 
The degree to which a segment is reliable in 

terms of profitability. 

(4) Segment accessibility 
The extent to which a distinctive marketing 

program can be developed for a segment. 

(5) Segment compatibility 

The extent to which a segment fits with the 

overall organizational and marketing context 

and strategy, as well as the fit with the 

organization’s resources and competences.  

(6) Segment actionability 

Whether the organization is able to serve a 

segment, based on resources, capabilities, 

desire and alignment of marketing programs. 

 

Some of the themes presented are of a somewhat broad nature and furthermore some are 

arguably partly conflated; such as the compatibility and actionability criteria, which both are 

concerned with the way a segment fits and serves the overall strategy and organization. 
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4. Findings & Analysis 

4.1 What MTG should do to improve the advertising products in the Play 

service? 

4.1.1 Exploratory study & Interviews at MTG 

Through interviews with key personnel at MTG, we have determined that MTG predicts that the 

Play service will grow as more and more viewers transition from watching regular broadcasted 

TV to using VOD services on the Internet. Explicit statements supporting this finding can be 

found in MTG’s most recent annual report, such as multiple mentions of their VOD ambitions 

and Play’s accelerated growth.45 Furthermore, through interviews we have found that part of 

their strategy in responding to this shift is to facilitate the transition of TV advertising sales to the 

Play advertising channel. In other words; MTG wants to make sure that as TV declines, Play 

grows at least at the same rate. In order to facilitate this, they seek to improve the 

competitiveness of their advertising products in this channel and increase its revenue. Based on 

findings from interviews at MTG and an exploratory study of the online advertising industry, 

we’ve found that the key metric for the increase in revenue is CPM, i.e. how much MTG can 

charge for advertising displays. Furthermore, based on findings from the exploratory study it is 

clear that there are two parameters MTG could seek to improve on in order to achieve the two 

aforementioned objectives: ad engagement and signal strength. 

 

Analyzing MTG’s current Play advertising products, which are fundamentally the same as on 

regular TV, it is clear that they are neither cutting edge nor taking advantage of the technological 

possibilities of VOD. Therefore, the ad engagement of their VOD advertising products is in 

many ways similar to that of regular TV advertising. As part of our exploratory study, a 

benchmarking of other VOD services was performed. From this it is clear that there are others, 

such as the US VOD service Hulu, have a more advanced advertising product platform. For 

instance, Hulu utilizes the technological possibilities of VOD, such as interactivity, to increase 

ad engagement. It would therefore seem that there is room for MTG to further develop their 

advertising products, in terms of increasing ad engagement, in order to improve advertising 

                                                
45 MTG, annual report 2013, Available at: http://www.mtg.se/documents/annualreportfiles/2013/sve/2/mtg%20-
%20%C3%85rsredovisning%202013.pdf, [Accessed 2014-05-17] 
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product competitiveness. 

 

As found and established in the exploratory study, the concept of signal strength is the ability to 

target viewers more granularly. When doing so, you use information variables about viewers to 

divide them into smaller target groups; this is therefore a use of segmentation. Because Play is an 

Internet VOD service, MTG are afforded possibilities in viewer segmentation that do not exist 

through regular broadcasted TV. This is a result of the fact that with their VOD services, MTG 

can gather a broader set of data variables describing their viewers, as well as greater quantities of 

data, than they can via broadcasted TV. Therefore, instead of relying solely on demographic 

data, as is the case of broadcasted TV, MTG now have the possibility to monitor viewer 

behavior, preferences, and much more. Given this possibility to track viewers more precisely, by 

more readily being able to gather information about them, new opportunities present themselves. 

By gathering more detailed information MTG can potentially better segment their viewers. 

 

However, regardless of any advertising product development possibilities, in order for MTG to 

realize any advertising revenue, success in selling advertising space is paramount. Currently 

MTG’s advertising space is exclusively bought by media agencies, acting on behalf of their own 

clients. This relationship has implications on the advertising strategy that in some ways 

supersede those dictated by optimizing for ad engagement and signal strength. This is due to the 

fact that any advertising strategy must fundamentally and primarily accommodate the demands 

made by the media agencies. 

4.1.2 Media Agency Interviews 

In order to determine the demands of media agencies, we have performed semi-structured 

interviews with strategists at some of the largest media agencies in Sweden. This is a group that 

constitutes the majority of MTG’s current advertising-buying customers. In addition to 

determining their demands, we have attempted to further understand the way TV and VOD 

advertising purchasing works. The following section summarizes and details the findings and 

insights gained during these interviews. 

4.1.2.1 Key findings 

Media agencies develop strategies mainly based on demographic reach, and therefore their 

desired targeting features are based fundamentally on demographic information. The primary 
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reason why media agencies strategize primarily based on demographics is that their strategies are 

often spread across multiple media channels, with demographic reach being the fundamental 

measuring tool. Furthermore, VOD is in many ways currently seen as an extension of TV 

advertising, and therefore “TV people” and not “digital people” within the agencies often control 

the strategies. Perhaps as a result of this, the same creative and targeting strategy is being used 

for VOD as for TV. In other words they take their well-known and trusted strategy from TV and 

apply it to VOD. 

 

Some media agencies have trust issues regarding the tracking data available from VOD services. 

The benchmark for data is broadcasted TV, where standardized and impartial data is available 

through the media measuring organization MMS. No such impartial data is available for VOD 

services, and it is something that some media agencies are requesting. However, this lack of trust 

can also be a result of a general reluctance to accept the shift from TV to digital within the media 

agencies. In fact, the interviews revealed an internal political phenomena where strategists who 

have historically only worked with traditional media such as TV are attempting to hold their 

ground in the TV sphere, while strategists who have been active in the digital sphere are more 

ready to accept VOD as a replacement for TV. It would therefore seem as if the trust issue is in 

part fabricated as a way of slowing the internal shift of power, from TV to digital, within the 

media agencies. 

 

Currently the greatest perceived value of advertising on MTG’s Play services is the marginal 

reach compared to TV advertising, as several demographic groups have started moving from TV 

to VOD services. Among millennials in particular, the shift has been substantial. The Play 

services are currently not perceived as a more advanced or useful advertising channel, in terms of 

advertising product capabilities, than regular TV. In fact some strategists perceive it as 

uncompetitive and over-priced. This was explained to be due to the fact that, unlike certain 

competitors, there are no engagement features, which means the pricing model generally does 

not take into account that most viewers are not actually watching the advertisement. 

 

Engagement metrics such as click-throughs and other interactive input can be used to increase 

trust by serving as a proof of an impression, as well as a quality measure of an impression. Media 

agencies are prepared and willing to pay more for impressions resulting from engagement, such 
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as a user clicking to view a specific ad. This is partly a result of the fact that ad avoidance on the 

Internet is a concern for media agencies, as it affects their ability to determine the true results of 

their strategies. 

4.1.2.2 Key insights 

Media agencies are not “early-adopters” of signal data; rather they are conservative and rely 

primarily on demographic data. One reason for this is that their customers understand 

demographic customer segments and therefore have trust in strategies based on such information. 

This relationship is illustrated in Figure 8: Media buying process. 

 
Figure 8: Media buying process 

Another reason is that demographics is the common denominator among available targeting 

variables across most media channels. This means it is presently not a viable strategy for MTG to 

focus on establishing “high signal strength” segmentation models, as such models would likely 

be extremely time-consuming to establish as a trusted way of segmenting customers in the eyes 

of the media agencies and their respective customers. 

 

Proven tracking is important to establish trust in a media channel, as media agencies need to be 

able to report impressions and reach to their customers. Engagement metrics are seen as a trust 

driver, as they substantiate impression measurements as well as provide a measure of the quality 

of an impression. Therefore developing advertising products with an interactive element, 

facilitating the use of engagement-metrics, is likely a viable advertising strategy for MTG. This 

since such products could be a way to increase trust in the VOD advertising channel as well as 

enable MTG to conceive advertising sales based on engagement metrics in addition to 

impressions. 
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4.1.3 Engagement metrics 

Engagement metrics are points of measure used to describe the level of engagement a viewer has 

with the creative being displayed. There is no widely accepted definition in place, in terms of 

specific metrics, however commonly used metrics include: clicks, click-through-rate, video 

completion rate, video starts/stops/pauses, taps, swipes, and more.46 Established through 

interviews with strategists at media agencies, engagement metrics are a viable strategy to provide 

tracking statistics that instill trust from media agencies. Findings from said interviews also 

suggest engagement metrics could be used to substantiate the added value of displaying ads in an 

interactive channel such as VOD, compared to a simplex, or unidirectional, channel such as 

traditional broadcasted TV. 

 

Furthermore, by using engagement metrics as a complement to the number of impressions, one 

can deliver a quality measure of the advertisement’s impact per impression.47 Establishing 

advertising products where engagement in terms of clicks and other interaction events are part of 

the advertisement creative, would also enable MTG to start selling advertising not only based on 

CPM but have Cost-per-click (CPC) and Cost-per-action (CPA) pricing models as well. Even if 

the CPM model is maintained, there are definite potential benefits of introducing engagement 

enabled content. Some industry-reports claim CPM prices having tripled as a result of 

introducing engagement enabled content.48 Moreover there are reports that on the Internet in 

general, high engagement content often translates to increased advertising exposure time, which 

in turn leads to increased CPM.49 This can in part be explained by the fact that the lack of a 

standardized quality measure of an online ad impression, in combination with the steadily 

increasing number of ads present, has led to a general devaluation of impressions, resulting in an 

overall decrease in CPM.50 This is further evidence that a publisher able to provide 

                                                
46 iab, Defining and Measuring Digital Ad Engagement in a Cross-Platform World, Available at: 
http://www.iab.net/media/file/Ad_Engagement_Spectrum2014_FINAL2-5-2014-EB.PDF, [Accessed 2014-05-17]   
47 Lee, K., Seda C. (2009), Search Engine Advertising: Buying Your Way to the Top to Increase Sales, New Riders, 
p.34 
48 Doubleclick, The brand revolution is underway, Available at: 
http://doubleclickpublishers.blogspot.se/2013/03/the-brand-revolution-is-underway.html, [Accessed 2014-05-17] 
49 Mutter, A., (2011), Engagement: The New Digital Metric, Editor & Publisher, 144, 10, p.20-21 
50 Grueskin, B., Seave, A. & Graves, L. (2011), The Story So Far: What We Know About the Business of Digital 
Journalism, Columbia Journalism School: Tow Center for Digital Journalism, p.26 
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complementary information to substantiate the quality of impressions, i.e. the advertisements 

engagement, would be able to charge a premium. 

4.1.4 Summary of findings 

Summarizing the findings what MTG should do to improve the Play advertising products, it is 

clear that there is one main avenue to pursue; increasing ad engagement. This is because in the 

Play case, increasing signal strength would not be beneficiary, as their advertising customers do 

not see the value of this. Furthermore, demographic segmentation has been established to be a 

hygiene factor, i.e. something MTG must offer their advertising customers. However, 

demographics are not studied further in this thesis. These findings are illustrated in Figure 9: 

MTG should increase ad engagement in their advertising products. 

 
Figure 9: MTG should increase ad engagement in their advertising products 
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4.2 What are the key concerns that MTG will need to address? 

4.2.1 Concerns with ad engagement 

For the purposes of this study, ad engagement has been defined as the impact of being exposed to 

an advertisement, in terms of attention, interest and interaction. It has also been established that 

the level of ad engagement is a result of several factors; the advertisement creative, aspects 

inherent in the advertising channel such as context and medium, as well as the duration of the 

advertisement exposure. Because these factors are often interdependent it is not obvious, in the 

case of the Play service, what can be improved to increase ad engagement. It is in fact a question 

which marketers have been trying to answer for decades. However, there is one clear discernible 

principle; the ad engagement is greater when the recipient is paying attention. One of the 

fundamental challenges to achieve engagement is therefore that a lot of people are not very 

interested in ads and in fact engage in ad avoidance. Advertising avoidance is commonly defined 

as active or passive steps taken by an individual to reduce his or her exposure to advertisement. 

This means that advertising avoidance is in direct conflict with the main drivers of ad 

engagement, and therefore is a key concern. Therefore the relevant question could instead be 

posed as; how can MTG decrease advertising avoidance? 

4.2.2 Advertising avoidance 

Studies have found that consumers engage in varying degrees of advertising avoidance 

depending on the medium in which the advertisement is present, and that the two mediums 

where avoidance is strongest is broadcasted TV and the Internet.51 This suggests that VOD 

services, the relevant case in this study, which fundamentally offer a TV experience on the 

Internet are also prone to high levels of advertising avoidance behavior among users. 

 

Rojas-Méndez et al. have, as part of a study of TV advertising avoidance, reviewed existing 

research regarding differences in avoidance between demographic groups and found that 

findings are conflicting and inconclusive.52 This serves to further establish that demographics is 

not a viable segmentation base for MTG to achieve the determined strategy in this study. 

 

                                                
51 Callius, P. (2008), Advertising Avoidance: The quiet consumer revolt, Sifo Research International, p.5, Available 
at: http://www.tns-sifo.se/media/89148/ri_advertising%20avoidance_dec_08.pdf, [Accessed 2014-05-17] 
52 Rojas-Méndeza J., Davies G., Madranc C. (2009), Universal differences in advertising avoidance behavior: A 
cross-cultural study, Journal of Business Research, Vol.62(10), p.948 
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Edwards et al. have found that forced and intrusive exposure to advertising, such as pop-ups in 

web browsers, led to a negative perception of advertising, which in turn leads to increased 

advertising avoidance.53 It would therefore seem that if advertising on the Play service could be 

presented in a manner that minimizes the perceived intrusion, it would lead to less advertising 

avoidance. 

 

Furthermore, research by Rau et al. dealing with the concept of advertising avoidance on mobile 

devices have found that the key determining factors of advertising avoidance include 

advertisement relevance and advertising receiving context. Furthermore, Rau et al. found that 

placing advertisements in high-cognitive contexts, i.e. when the recipient is “busy”, leads to 

increased advertising avoidance.54 We interpret this as suggestive that the implementation of ads, 

both in the context of the video stream’s timeline and in the viewing context, can impact the 

degree to which viewers engage in advertising avoidance behavior. Therefore variables 

describing the viewing context should be included in the analysis of possible useful segmentation 

variables. 

4.2.3 Perception of control 

In addition to context, the perception of control of the media consumption experience has also 

been shown to play part in advertising avoidance behavior. Walsh has found that individuals 

with a high internal locus of control, i.e. individuals who seek control of events around them, are 

prone to take more active measures to avoid ads.55 Callius has found that just such groups of 

people seem to exist in the Swedish market, where a majority of people engages in some form of 

ad avoidance behavior. He has found that people can be categorized in three different advertising 

avoidance behavioral groups, based on attitude to ads, as seen in Figure 10: Prevalence of Ad 

Avoidance Groups. 

                                                
53 Edwards S., Li, H. & Lee, J-H. (2002), Forced Exposure and Psychological Reactance: Antecedents and 
Consequences of the Perceived Intrusiveness of Pop-Up Ads, Journal of Advertising, 31:3, p.92 
54 Patrick Rau, P-L., Liao, Q. & Chen, C. (2013), Factors influencing mobile advertising avoidance, Int. J. of Mobile 
Communications, Vol 11 Issue 2, p. 126 
55 Walsh, M. (2010), New insights into what drives internet advertising avoidance behaviour: the role of locus of 
control, Int. J. of Internet Marketing and Advertising, Vol 6 Issue 2, p.138 
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Figure 10: Prevalence of Ad Avoidance Groups56 

Specifically he found that 38.6% percent of people in Sweden avoid ads in most media channels, 

labeled Ad Avoiders in Figure 10: Prevalence of Ad Avoidance Groups. This group was found to 

have a clear negative connotation of ads. However, for the purposes of this study, the perhaps 

most interesting group of people is the largest one, the 40.6% labeled as Tradition & Control. 

Callius describes their behavior as being partial to advertising in “lean forward media” such as 

print, while being avoiders of ads in other media where they lack a sense of control. Streaming 

video, e.g. MTG’s VOD services, would most likely fall into their zone of ad avoidance, as the 

viewers have little control of when and what advertisement will be displayed. This hints at an 

opportunity for MTG to reduce ad avoidance behavior by affording users some sense of control 

over when and what ads are displayed. The final and smallest group labeled Laid back & 

Available consists of people less likely to engage in ad avoidance behavior, due to having a more 

moderate sentiment toward ads. 

4.2.3.1 Second screen 

Second screen refers to the use of two screened devices simultaneously, e.g. using a smartphone 

or computer at the same time as watching television, as seen in Figure 11: Photo Illustrating 

Second Screen Behavior, which features a group of teenagers watching the Super Bowl while 

engaging in smartphone second screen usage. This behavior has in recent years become 

widespread, likely because devices such as smartphones and tablets have become very popular. 

While this behavior is not limited to ad avoidance alone, but rather has become a new way of 

consuming media, it has indeed been established as a method of avoiding ads; shifting focus to a 

second screen. For example, shifting focus to a smartphone when the first screen, e.g. a 

television, features advertising. 

                                                
56 Callius, P. (2008), Advertising Avoidance: The quiet consumer revolt, Sifo Research International, p.6, Available 
at: http://www.tns-sifo.se/media/89148/ri_advertising%20avoidance_dec_08.pdf, [Accessed 2014-05-17] 
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Figure 11: Photo Illustrating Second Screen Behavior57 

In a recent study by Ericsson, this second screen behavior was broken down into activities, as 

shown in Figure 12: Common Second Screen Activities. From their findings it is clear that 

second screen usage is well established, as almost two thirds of people regularly use a second 

device to check their email while watching TV/video content. Furthermore about half of all 

people sometimes use apps or browse the Internet while watching TV/video content.58 

 
Figure 12: Common Second Screen Activities59 

                                                
57 Lost remote, The new second screen generation in a single photo, Available at: http://lostremote.com/the-new-
second-screen-generation-in-a-single-photo_b27172, [Accessed 2014-05-17]   
58 Ericsson (2013), TV and Media: Identifying the needs of tomorrow’s video consumers, Available at: 
http://www.ericsson.com/res/docs/2013/consumerlab/tv-and-media-consumerlab2013.pdf,  [Accessed 2014-05-17] 
59 Ericsson (2013), TV and Media: Identifying the needs of tomorrow’s video consumers, Available at: 
http://www.ericsson.com/res/docs/2013/consumerlab/tv-and-media-consumerlab2013.pdf,  [Accessed 2014-05-17] 
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Their study did not inquire about when during the video content this second screen engagement 

took place. However intuitively it seems likely that it would peak during advertising breaks, 

since these have been established as periods where interest, and as a result engagement, declines. 

 

During interviews with media agencies, it became clear that they are aware of this behavior and 

are concerned. However, since there is currently to practical way of continuously measuring such 

behavior, the effects it will have on advertising sales and pricing is hard to predict. It does 

however further establish the demand and value of being able to substantiate that a viewer is 

“present” when an advertisement is displayed, which could be conceived by introducing an 

element of interactivity. 

4.2.4 Questionnaire findings 

Ad avoidance behavior was discovered to be present among respondents to the questionnaire that 

was distributed as part of this study. In a field reserved for free-text input, respondents were able 

to describe their attitude or thoughts about VOD advertising. From the responses it is clear that 

both second screen and same screen ad avoidance is common among VOD viewers; 

❖ "I don't turn off the app/TV when there is a commercial break. However I do something 

else on the computer." 

❖ "If you watch Internet TV on the computer, the ads play a smaller role as you can just 

change tab in the web browser and can easily do something else during the ad." 

❖ "Advertising on TV is often of higher quality [than on Internet TV]. During commercial 

breaks on Internet TV, I usually browse the web in another page. So I do not see the 

advertisement there." 

 

Clearly the ease with which a viewer can engage in some other content, either on a second device 

or on the same device as the viewing takes place, has led to ad avoidance behavior. It is also 

clear that interest in, and engagement with, ad content is limited. This is not a phenomenon 

unique to VOD, rather it is likely very common among regular TV viewers as well. However as 

established during interviews with media agencies, it does create a degree of uncertainty in VOD 

as an advertising channel, which may have played part in the difficulty of establishing it as a 

trustworthy channel in the eyes of media agencies.  
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From the same quotes, we are also able to glean differences in ad avoidance behavior depending 

on the device type. As mentioned in the quotes, clearly ad avoidance is simple and accessible on 

computers, as switching to another browser tab would seem commonplace. There is however no 

mention of avoidance behavior on mobile device among any of the respondents to the 

questionnaire. This is likely explained by the fact that when examining the Play mobile 

application, one finds that if the viewers switch context on the mobile device to another 

application, the advertisement is simply paused. There is therefore no way of using such “multi-

tasking”, or same screen ad avoidance methods. Therefore, it is likely that there instead are other 

methods of ad avoidance in use when viewing takes place on mobile devices, methods which 

take place not on the device itself but rather in the viewer’s real-world context. It therefore 

stands to reason that it could be beneficial to include device type in the segmentation base, as it 

would afford the ability to distinguish between viewers who have the possibility of using same-

screen ad avoidance techniques and those who do not. 

 

Furthermore, evidence supporting the existence of the three groups of people with different 

attitudes and responses to ads, as introduced by Callius, can also be gleaned from the 

questionnaire responses; 

Ad Avoiders 

❖ “Advertising destroys life” 

❖ "Advertising is really useless! Especially of putrid sexist nature or others with radio 

jingles in them." 

❖ "[I] hate commercials, and hate interruptions." 

❖ "We have stopped watching TV because of commercials. Instead, we download movies 

illegally. Rather a visit from the police than the salesman." 

Tradition & Control 

❖ "I'm only forced to watch commercials in the cinema. The TV4 Play app forces me to 

watch ads, so I [illegally] download the TV4 shows from the Internet instead." 

❖ "I choose to watch SVT Play because it does not display any advertising." 

❖ "I use AdBlock .. which is pretty good at filtering out advertising on most of the web 

(including YouTube). When it comes advertising when I watch Play-TV [VOD] (where 

AdBlock does not work) I probably get more irritated because I'm used to a relatively ad-

free Internet." 
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Laid back & Available 

❖ "For me, who grew up with the advertising and always loved television, it's like a quiet 

murmur that you just ignore. I see the advertisement, notice what it is about, but very 

often I have no idea afterwards what was being advertised." 

❖ "I have no problem with typical commercial breaks because I understand that they help 

finance the [television] companies, which means I don’t have to pay for the 

entertainment." 

The comments categorized as belonging to individuals in the ad avoiders group clearly reveal a 

severe distaste for ads in general, hinting that these individuals rarely expose themselves to ads. 

Furthermore the comments categorized as belonging to individuals in the tradition & control 

group display a slightly less categorical relation to advertising. Preferred avoidance in certain 

media channels is clear, as well as a will to take certain steps to avoid advertising. However, the 

same type of obvious and explicit distaste for ads is not present in this group of individuals as in 

the ad avoiders group. Finally, the comments categorized as belonging to individuals in the laid 

back & available group reveal an understanding and tolerance of ads. They also hint at a passive 

and subconscious ad avoidance behavior; simply tuning out and paying little attention. These 

findings serve to substantiate the claim that these groups exist, and indeed are present among 

VOD viewers. This suggests that being sensitive to the different characteristics of these groups 

may be beneficial in order to reduce ad avoidance. As previously mentioned, implementing ads 

in a way which increases the sense of control for the viewers should therefore be considered as a 

mean to reduce advertising avoidance. 

4.2.5 Summary of findings 

By analyzing what increases ad engagement, it becomes clear that the main detractor is in fact ad 

avoidance behavior. When analyzing ad avoidance behavior among VOD viewers, using the 

findings of our questionnaire, we find that; ad avoidance methods seems to differ depending on 

viewing device type, and furthermore that there are different categories of people who engage in 

ad avoidance behavior in different ways and to different extents. By studying existing research 

and theory of ad avoidance, we found that the main drivers of ad avoidance are ad placements 

with poor contextual fit, and a perceived lack of control over one's surroundings among viewers. 

These findings suggest that MTG’s strategy should focus on decreasing ad avoidance by 

improving contextual fit and relevance of advertising, as well as increasing the viewer’s 
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perceived sense of control. This is illustrated in Figure 13: What MTG should do to improve the 

Play ad products and key concerns. 

 

 
Figure 13: What MTG should do to improve the Play ad products and key concerns 
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4.3 How can MTG use segmentation to address these key concerns? 
As discussed in previous sections, in order to realize the proposed strategy MTG should focus on 

reducing ad avoidance. Two fundamental ways of doing so have been determined; 

1. Improving the contextual fit of advertising in the Play service. 

2. Increasing the viewer’s perceived sense of control of the advertising experience in the Play 

service. 

The question to answer was thus how these two tasks could be achieved by means of 

segmentation, as this was the premise on which this study was built. 

4.3.1 Improving the contextual fit of advertising 

To study how to improve the contextual fit of advertising in the Play service, the results from the 

previously described questionnaire and analysis through Google Analytics was used. 

4.3.1.1 Questionnaire findings 

As described in the method chapter, a questionnaire was distributed in order to gain further 

insight into viewing behavior and ad sentiment on VOD services. The questionnaire also 

included multiple choice questions intended to provide some set of data variables by which to 

segment the respondents viewing behavior, such as for instance; preferred viewing device 

(smartphone, tablet, computer), age, gender, employment status, TV present in the household, 

etc. These variables were selected based on their strong actionability, i.e. that they are variables 

that easily can be measured or collected from users of the Play service. Some were included for 

purposes of elimination, i.e. to disprove the usefulness of segmentation based on them, such as 

the demographic variables. 

 

The respondents were then, in an exploratory fashion, grouped based on their answers to these 

and other questions, thus allowing us to produce segments based on such variables. By using 

these segments when analyzing the responses to questions regarding viewing behavior and 

advertising opinion, we sought to glean differences among these segments. By doing so, we were 

able to dismiss the usefulness of several of the “classic” segmentation theories, such as 

demographics and generational segmentation. In other words, there was little discernible 

difference among the segments produced using variables connected to these theories. This was 

not unexpected due to the fact that, as stated in the literature review, demographics as a 

segmentation base has little predictive power with regard to customers’ behavior. In the interest 
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of brevity, the full analysis of these dismissed segmentation theories will not be discussed in 

greater detail. 

4.3.1.1.1 Segmenting based on preferred device type 

In addition to the “classic” segmentation theories introduced in the literature review section, 

which were dismissed due to having limited usefulness in the analysis of the questionnaire 

results, we wanted to test the hypothesis that segmenting based on preferred viewing device, 

such as Computer, Tablet or Smartphone, would result in segments with discernibly different 

viewing behaviors and possibly differing advertising opinions. This hypothesis was based on 

previous findings regarding ad avoidance differences depending on device, as well as findings 

through Google Analytics data analysis that different device segments indeed have different 

viewing patterns. By segmenting in this fashion, we were able to glean some differences in 

viewing behavior and advertising sentiment among the different device categories. The complete 

analysis is included in Appendix E, as only the main insights are discussed in this section. 

 

In general, Computer and Tablet respondents seem to be the most similar, while Smartphone 

respondents differ in some regards. This could be explained by that the Smartphone respondents, 

i.e. respondents that primarily use VOD services via their phones, have different reasons for 

using VOD services than the other respondents; They seem to use it because they are bored to a 

greater extent, and use it to a lesser extent because they have missed a show on regular TV. This 

could be interpreted as a group of people who see VOD services less as a complement of regular 

TV, but rather as a replacement or at least as a product in its own right. We were also able to 

glean that Smartphone respondents are more likely to shut down the app due to an advertising 

break. This could be explained by their inability to engage in same screen ad avoidance, coupled 

with the insight that they may have a weaker connection with the content because they are using 

the service due to boredom, and therefore may be more sensitive to the disruption caused by 

advertisement. 

 

From these findings, it seems that device type does indeed have implications on viewing 

behavior and advertising sentiment. Therefore the contextual relevance in terms of adapting to 

the viewers’ point of view could be improved by including device as a parameter when 

segmenting the Play viewers. 
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4.3.1.1.2 Segmenting based on usage frequency 

In addition to segmenting based on preferred device, the results of the questionnaire were used to 

gain a better understanding of the viewing habits and advertising opinion in other possible 

segments. Through exploratory analysis, it was discovered that advertising opinion differs 

depending on how often you use VOD services. This was discovered by segmenting respondents 

based on their responses to the question “How often do you watch Internet-TV at home?”, 

resulting in five segments, and correlating these to the responses to the question “What best 

describes your opinion of Internet-TV advertising?”. The answers to this question were collected 

using a seven point Likert scale ranging from “No ads interest me” (1) to “All ads interest me” 

(7), which were then categorized into three categorizes; “Negative” consisting of 1-3 on the 

Likert scale, “Neutral” consisting of 4 on the Likert scale, and “Positive” consisting of 5-7 on the 

Likert scale. 

 

The results are visible in Figure 14: Advertising Opinion by Usage Frequency, which shows 

some interesting findings; 

● The portion of respondents with a negative opinion of VOD advertising clearly decreases 

as usage frequency increases; from 88% negative in the less than once per month 

segment, to 72% negative in the several times per day segment. 

● Unintuitively, the same relationship can be seen to exist for the portion of positive 

opinion among respondents; decreasing from 6% positive in the less than once per month 

segment, to 0% in the several times per day segment. This goes against the expected 

case; that as negative opinion decreases, positive opinion increases. 

● Instead of the aforementioned expected relationship between negative and positive 

opinion, one can clearly see that the portion of respondents with a neutral opinion of 

VOD advertising is taking up the slack created by the decreasing positive and negative 

opinions.  

In summary, it would seem that frequent users of VOD services do not have a strictly more 

positive opinion of advertising; rather they have a more neutral opinion. One can speculate what 

the reasons for this would be, for instance it could be the case that frequent users of VOD 

services have simply become more accustomed to the advertising interruptions and therefore 

have a greater sense of control or have become more proficient at ad avoidance. It could also be 

the case that infrequent users have a more specific purpose when they do use VOD services, 



 56 

resulting in the advertising being more disruptive than for frequent users. To gain further insight 

into these segments, they were studied further by Google Analytics data analysis. 

 
Figure 14: Advertising Opinion by Usage Frequency 

4.3.1.2 Google Analytics findings 

Analysis of the questionnaire responses provided several insights and areas for further 

investigation using Google Analytics data. The main areas discovered are device type and usage 

frequency. However, the data made available through Google Analytics allows for further 

analysis in addition to these areas, something that has been utilized to get a better understanding 

of how segmentation can be used to improve contextual relevance. An exploratory approach was 

used when analyzing Google Analytics data, and for sake of brevity only the investigated areas 

that have been found to provide insights are included in this chapter. 

4.3.1.2.1 Segmenting by acquisition source 

Note: Because of the proprietary nature of this data, the findings and analysis from this part of 

the study have been censured and only the process is described in a holistic way. 

 

Google Analytics data makes it possible to segment viewers based on the originating source of 

their visit to the Play service, i.e. where viewers came from when they started watching. This 

functionality was used in order to create segments based the nature of the acquisition source, 

such as for instance: personal blogs, search engines, and online TV guides. The viewing behavior 
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and ad avoidance behavior of these segments was then analyzed in order to gain insights of any 

potential differences between the segments. 

4.3.1.2.2 Segmenting by device type 

Note: Because of the proprietary nature of this data, the findings and analysis from this part of 

the study have been censured and only the process is described in a holistic way. 

 

Segmenting by device type was introduced as a variable of interest in the questionnaire findings. 

To explore this, further segmentation using Google Analytics was therefore conducted to see if 

there were any differences in behavior between mobile device usage and usage on a computer. 

4.3.1.2.3 Segmenting by type of visitor: New or Returning 

Note: Because of the proprietary nature of this data, the findings and analysis from this part of 

the study have been censured and only the process is described in a holistic way. 

 

The next step in our analysis was to see if there were any differences between new visitors and 

returning visitors. The new visitor segment constitutes all the first time visitors to TV3 Play, both 

on the website and on the application. The returning visitors include those visitors who have 

visited TV3 Play before. These groups of visitors were studied both in the mobile and computer 

segments, respectively.  

4.3.1.3 Key findings & Implications 

The findings from the analysis of how to use segmentation to improve contextual relevance can 

be crystallized in the form of variables for inclusion in a segmentation base. These variables are 

illustred in Figure 15: Contextual segmentation variables. 
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Figure 15: Contextual segmentation variables 

 

Furthermore, the discovered variables and their corresponding significance for contextual 

relevance and user behavior can be found in Table 4: Key Findings.  

 

Table 4: Key Findings 

Segmentation 
variable 

Description Significance 

Acquisition channel The contextual category in 
which the source of a 
viewer’s entry can be 
placed, e.g. Personal blogs, 
Directly, TV-guides, etc. 

The entry context seems to indicate the 
level of intent, as well as shape, the 
viewer’s expectations and therefore 
affect the boundaries of the perception 
of control. It also seems to serve as an 
indicator for the contextual reason for 
using the Play service, e.g. viewers 
entering from a TV-guide are more 
likely to have simply picked a show to 
view out of boredom than those entering 
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directly. 

Device The type of device a viewer 
uses to access the Play 
service, e.g. Computer, 
Tablet or Smartphone. 

Device type directly affects the ad 
avoidance possibilities and 
characteristics. It also seems to indicate 
the contextual reason for using the Play 
service, as smartphone viewers seem to 
have a different use-cases than other 
device categories, e.g. watch because of 
boredom to a higher degree. Differences 
in viewing behavior are also visible, 
such as elevated drop off rates for 
mobile viewers compared to computer 
viewers. 

New/Returning Whether or not a viewer is 
a first-time user of the Play 
service or a returning user. 

Whether a viewer is new or returning 
correlates directly with drop off rates, 
where new viewers are more prone to 
drop off. This could indicate that new 
viewers, being less accustomed to the 
Play service, have a lower perceived 
sense of control compared to returning 
user, and therefore are more prone to 
engage in ad avoidance behavior. 

Frequency of use The frequency with which 
a viewer uses the Play 
service, i.e. if a viewer uses 
the service often or seldom. 

The frequency of use seems to be a 
viable indicator of a viewer’s advertising 
sentiment. Frequent viewers have an 
overall more neutral attitude to 
advertising in the service, while 
infrequent viewers have a more negative 
attitude. 

 

The remaining question is how to implement this segmentation basis for MTG’s Play user base. 

Unfortunately, because of limited resources available for us at MTG during the time of this 

study, the actual live implementation and testing fall outside the scope of this study. However, as 

a result of this analysis, hypotheses regarding what implications these variables would have on 

future advertising products are summarized in Table 5: Segmentation Variable Implications.  
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Table 5: Segmentation Variable Implications 

Segmentation 
variable 

Implications on advertising product design 

Acquisition channel The level of intent differs between acquisition channels; therefore 
adjusting the number of ads displayed to viewers depending on channel 
may be appropriate. The high intent channel could possibly be used to 
balance the total ad display count, and provide a segment of users that 
can accept an increased ad load to offset a decreased load in other 
segments. 

Device The viewer drop off rate during the preroll is greater for mobile 
viewers, therefore it may yield a positive net result to remove it and 
instead focus on retaining more viewers for the midroll advertising. 
 
The frequency & duration mix of midroll advertising could also benefit 
from being tailored depending on device type, as viewing sessions 
have been found to be shorter on mobile devices. Therefore using 
identical frequencies and durations as in the computer application is 
likely not optimal. 
 
Furthermore, as handheld devices are more likely to be used in a lean 
forward way, advertising products requiring input are more likely to be 
appropriate for viewers on such devices. 

New/Returning New users seem to drop off more, so in order to get them comfortable 
with the service, less ads could be displayed during their first visit. 
Such an approach may be beneficial for retention and growth purposes. 

Frequency of use Regular viewers have a more neutral/less negative opinion of ads than 
infrequent viewers. Therefore, the potential benefit from being given a 
choice of which ad to view, using self-segmentation advertising 
products, is larger among infrequent viewers. 

 

Furthermore, as established in previous sections, in order for MTG to more easily be able to 

charge a premium for any improvements to ad engagement, they should be substantiated by 

using engagement metrics. In order to accommodate this, all possible implementations share the 

need for an interactive element to be included in the advertising product. 

4.3.2 Perceived sense of control 

As previously introduced, among Swedish VOD and TV viewers, there seems to exist a large 

group of people who prefer to control their advertising exposure and experience. From our 

findings, it seems that this group of people are more likely to engage in ad avoidance behavior 
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when their perceived sense of control is diminished. Therefore, a relevant question to answer is; 

How can the viewer’s perceived sense of control of the advertising experience in the Play 

service, be increased using segmentation? 

 

According to Bright, people who are able to control their online environment by customizing it 

according to their preferences, thereby increase their perceived sense of control. As a result they 

enjoy their media experience much more than those who have no perceived control.60 This could 

be explained by the fact that on the Internet today, with its accompanying vast information 

exposure, a user may be overwhelmed with information, causing an information overload. When 

an information overload occurs it is hard for most users, if not all, to process all the 

information.61 Therefore, customization of the online environment can lead to a decrease in 

information overload; due to the fact information is fitted to one’s needs. It’s been found that 

together, a decrease in information overload and an increase of perceived sense of control, can 

lead to a more joyful media experience.62 For this reason, giving the viewer the opportunity to 

customize their advertising experience on the Play service could very well lead to a decrease in 

advertising avoidance. 

 

Allowing a viewer to influence aspects of when and which ads are displayed could be a way to 

implement customization of the advertising experience. It may seem that such efforts would only 

benefit viewers who have a high demand for control, and that any such implementation would 

only serve to increase the enjoyment, and reduce the ad avoidance, for this specific group. 

According to Bright, viewers with higher demand of control will indeed enjoy their experience, 

when the online environment is more customized. However, similar results have also been found 

for people with low demand for control, i.e. they also enjoyed the media experience more, when 

                                                
60 Bright L. (2008), Consumer Control and Customization in Online Environments: An Investigation into the 
Psychology of Consumer Choice and its Impact on Media Enjoyment, Attitude, and Behavioral Intention, 
Dissertation, The University of Texas at Austin, USA, p.74 
61 Lang, A. (2000), The Limited Capacity Model of Mediated Message Processing, Journal of Communication, 
p.46-70 
62 Bright L. (2008), Consumer Control and Customization in Online Environments: An Investigation into the 
Psychology of Consumer Choice and its Impact on Media Enjoyment, Attitude, and Behavioral Intention, 
Dissertation, The University of Texas at Austin, USA, p.74 
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customized.63 This may be because people today are in general used to interact and make choices 

on the Internet. Web sites such as Facebook and YouTube, which encourage interaction and 

involvement, have set a standard for the Internet where duplex communication is the foundation. 

The present state has been described as a culture, where people expect participation and expect 

two-way communication to be possible.64 

4.3.2.1 Benchmarking: Customizable advertising products 

During the exploratory study, cases where found in the VOD industry where customizable 

advertising products have been implemented. For example, the US-based VOD-service Hulu has 

developed several different advertising products, which give the viewer greater influence 

regarding when and which ads are displayed. Hulu is a good example to benchmark against, 

seeing as they are estimated to have one of the highest CPM in the industry, illustrated in figure 

X. Furthermore, during interviews it was discovered that Hulu is considered to be among the 

leaders of VOD advertising.   

 

Hulu uses an advertising format which goal is to empower their users to interact with brands and 

ads they are interested in. These choice-based ads enable their users to have a sense of control 

over which ads are displayed. Hulu also gives their users a choice in how and when to watch 

their video advertising. For instance, users can choose to watch a longer advertising break before 

a show and then have no ads during the show, or to have several shorter breaks during the show. 

However, this seems like it would be open to “abuse”, as many users would probably simply 

select to have a long advertising break before the show, while engaging in ad avoidance, and 

then enjoy an ad-free experience. Clearly, Hulu’s implementation in not perfect.  

4.3.2.2 Self-segmentation 

While Hulu’s implementations were found lacking, the fundamental principle of user 

customizable advertising experiences seems sound from a perspective of increasing the 

perceived control of users. When viewers are given the choice of when and what ads are 

                                                
63 Bright L. (2008), Consumer Control and Customization in Online Environments: An Investigation into the 
Psychology of Consumer Choice and its Impact on Media Enjoyment, Attitude, and Behavioral Intention, 
Dissertation, The University of Texas at Austin, USA, p.75 
64 Ad age, Hulu Users Overwhelmingly Choose Long Ads, Available at: 
http://adage.com/article/web-video-report-news/hulu-users-overwhelmingly-choose-long-
ads/132857/, [Accessed 2014-04-12] 
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displayed, they effectively categorize themselves. In a sense, this can be seen as self-

segmentation, since instead of being segmented by the system serving the ads, the user input 

shapes the ad experience. This process could also be seen as moving from a push strategy to 

something more like a pull strategy. According to Bright, “Pull marketing strategies are a 

potentially effective way to communicate with online consumers as they are rooted first and 

foremost with the consumer, thereby allowing for a high perception of content and media control 

during exposure”.65 This means, that ads become more and more fitted to each viewer’s needs, 

preferences and interests, thereby accomplishing a sense of personalization and control. This 

could be likened with the use of consumer input in product development, which has been found 

to lead to consumer delight and intent.66 In fact, using interactive advertising products has been 

found to lead to reduced ad avoidance, as well make ads feel less intrusive.67 Also, as previously 

established, it has been shown that publishers are able to charge a premium for ad displays which 

are triggered by explicit consumer interest, such as selecting a specific ad among others.68 

Therefore, self-segmentation is directly linked to reducing ad avoidance through an increased 

sense of control, and also serves a tool for implementing ad sales based on engagement metrics. 

Discussed in relation to improving contextual relevance of advertising through segmentation, 

having an implementation for engagement metrics would be beneficial for MTG, as it would 

allow them to substantiate the benefits of such segmentation. It therefore stands to reason that 

using self-segmentation, by means of interactive advertising customization, in addition to 

increasing the viewers’ perceived sense of control, is also a good way for MTG to get the most 

out of segmenting for contextual relevance. 

 

The question that remains is how to implement self-segmentation in the MTG Play service. 

Unfortunately, due to limited resources and time available for this study, the implementation and 

                                                
65 Bright L. (2008), Consumer Control and Customization in Online Environments: An Investigation into the 
Psychology of Consumer Choice and its Impact on Media Enjoyment, Attitude, and Behavioral Intention, 
Dissertation, The University of Texas at Austin, USA, p.8 
66 Fuchs, C. & Schreirer, M. (2011), Customer Empowerment in New Product Development, Journal of Product 
Innovation Management, vol.28, p.17-32 
67 Hussain D., Lasage H. (2014), Online Video Advertisement Avoidance: Can Interactivity Help?, The Journal of 

Applied Business Research, Volume 30, Number 1,  p.43-50 
68 Deng X. (2012), The New Era of Advertising: Consumers’ Interaction and Participation, Master’s Thesis in 
Media Technology, KTH, Stockholm, Sweden, p.41 
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testing fall outside of its scope. However based on the findings of this study, ideas for future 

implementations have been generated, and are discussed in the following section. 

4.3.2.3 Self-segmentation implementation ideas 

The obvious concept that could be implemented is to give viewers the ability to choose which 

ads they want to watch. This could be implemented by giving viewers a selection of ads to 

choose from at the prompt of a commercial break. Implementing this would both give the 

viewers an increased sense of control, but also facilitate engagement metrics, which has been 

found to be a viable way to substantiate the quality of an impression and thereby increase CPM. 

However, to do this during every single ad break may be perceived as vexatious and intrusive by 

the viewer, therefore viewers should not be forced to choose, rather given the option to do so. 

This could be handled in various ways, such as letting viewers select the feature in a settings 

menu.  

 

The fundamental flaw of this implementation idea is that some of the ad targeting control is 

handed over to the viewers. While this is part of the point, it does also cause issues. Because ads 

come specified as demographic groups, as per media agency decisions, delivering on these 

specifications is made harder by having less control of targeting. There must therefore be some 

sort of control mechanism that balances the demographic target requirement with which ads are 

made available for viewer selection, i.e. the stock from which viewers are allowed to choose, 

must be determined in a way to allows MTG to fulfill the demographic requirements. 

 

Another possible implementation is to give a viewer the option to skip an ad. This possibility has 

been implemented in different forms on several VOD services on the Internet today. For 

instance, Hulu has implemented an ad function that allows viewers, if they do not like an ad, to 

skip to another one. This would mean the viewer is still required to view the same number of ads 

as specified, but that the viewer can in a way browse and find an ad of interest. This would likely 

provide an increased sense of control as ads of very little interest can be skipped, thereby leading 

to a decrease of ad avoidance. This implementation also suffers the same downside as choosing 

an ad, namely that demographic targeting is made more difficult. Therefore, some mechanism to 

balance which ad stock is made available to which viewer needs to be put in place. 
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Another way of giving the viewer some measure of perceived control, while still maintaining full 

control of the demographic targeting, could be achieved by only allowing the viewer to choose 

between ads from a single brand and product. An example of this method is shown in Figure 16: 

Self-segmentation Example. Thereby the viewer is allowed to customize the ad experience by 

selecting which specific ad to view. But because all ads are in fact marketing the same product, 

the targeting is made simple. 

 
Figure 16: Self-segmentation Example69 

The examples above consider self-segmentation in the context of what ads are shown. But, 

another path to take is to give the viewers a sense of control of when the ads are shown. Such an 

implementation would mean giving the viewers control of the frequency of ads. For example, a 

viewer could choose between few long ads or several short ads. But, there have to be some 

regulations to how long the breaks can be. If the allowed breaks are too long it may increase the 

ad avoidance behavior.  

 

The self-segmentation ideas discussed are summarized and illustrated in Figure 17: Self-

segmentation ideas. 

                                                
69 The low down, Ad Innovation: Viewers Being Given Choice of Which Commercials To Watch on Hulu, 
YouTube, Available at: http://www.thelowdownblog.com/2011/11/ad-innovation-viewers-being-given.html, 
[Accessed 2014-05-06] 
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Figure 17: Self-segmentation ideas 
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5. Conclusions 
The purpose of this study was to determine what MTG should do to improve the advertising 

products in the Play services, in order to increase and protect their advertising revenue. As well 

as to determine how segmentation could be used to achieve this. Our conclusions are illustrated 

in Figure 18: How MTG can use segmentation to increase & protect ad revenue. 

 
Figure 18: How MTG can use segmentation to increase & protect ad revenue 

 

During the initial exploratory study, it was found that MTG could improve the competitiveness 

and revenue of their advertising products in two ways, either by increasing signal strength or by 

increasing ad engagement. However, a fundamental finding of the exploratory study was that in 

order for MTG to sell their advertising space, it is vital for them to be able to provide targeting 

based on demographic variables. This is because it is the fundamental requirement of the media 



 68 

agencies that are MTG’s advertising customers. The strategy of increasing signal strength was 

therefore dismissed, due to the fact that MTG’s advertising customers were found not to see the 

value of such an improvement. The alternative strategy, increasing ad engagement, was therefore 

determined to be the viable strategy for MTG. 

 

We then found that because ad engagement is greater when viewers are paying attention, the 

question of how to increase ad engagement was instead posed as how can MTG decrease ad 

avoidance, which constitutes a slightly narrower. By studying existing research of ad avoidance, 

we concluded that improving the contextual fit of advertising and increasing the viewer’s 

perceived sense of control, were the methods that MTG should use to decrease ad avoidance in 

the Play service. Data from Google Analytics, and an issued questionnaire, was analyzed to 

determine how segmentation could be used in order to improve the contextual fit of advertising. 

Several segmentation variables were found to provide insights of different viewing contexts and 

behaviors, such as: acquisition channel, device, new/returning visitor, and frequency of use. 

 

While these variables do not provide a full and complete picture of the viewing context, they do 

provide insights that can be used to inform advertising product design. Discussed ideas for 

contextually customized advertising products include: adjusting the advertising load based on 

acquisition channel & new/returning visitor, implementing different frequencies/types of 

commercial breaks depending on device type, and implementing interactive advertising products 

depending on device type & frequency of use. However, due to the limited time and resources 

available for us at MTG during this study, the implementation and testing of such advertising 

products is not within the scope of this study. 

 

In order to determine what could be done to increase a viewer’s perceived sense of control, a 

literature review and a benchmarking study were performed. It was determined that self-

segmentation could be an effective method to achieve the objective. Based on our findings, 

several ideas of how self-segmentation could be implemented in the case of the Play service 

were generated and discussed. These ideas included: allowing the viewer to select a specific 

advertisement to view, giving the viewer the option to skip to another advertisement, letting the 

viewer choose between advertisements from a single brand, and giving the viewer increased 

control of when ads are displayed. 
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However, such self-segmentation advertising products should not be used without consideration 

of the effect on the overall ad load, and the limitations set by the specified target demographic of 

each individual advertisement. Also, if care is not taken, the viewer could consider some of the 

elements of self-segmentation, such as required user input, irritating and intrusive. It should 

therefore be carefully evaluated when and how self-segmentation should be used, in order to 

maximize its effects. 

 

The conclusions and implications of this study can be visualized as a model with three layers of 

segmentation, each with its own motivation and purpose. The three layers, illustrated in Figure 

19: Suggested Segmentation Model for MTG, are: demographic segmentation, contextual 

segmentation, and self-segmentation.  

 
Figure 19: Suggested Segmentation Model for MTG 

The relationship between the layers of segmentation is hierarchical. The demographics layer 

could be described as being “above” the other two layers, as demographic targeting by customer 

request sets the boundaries of what further segmentation is possible. Specifically, because each 

advertisement has a specified demographic target, a media agency will only be willing to pay for 

impressions that are in the correct demographic target group. Therefore, the other segmentation 

layers must facilitate this request. This means, that there will always be limits to what can be 
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done towards the purpose of ad engagement. For example in the self-segmentation case where a 

viewer is allowed to select which ad to view, the ads the viewer can choose from should be 

decided by which demographic group the viewer belongs to. In other words, a viewer only gets 

to choose from the ads that are in fact intended for him/her, as per the advertisers’ request. 

 

Similarly, contextual relevance segmentation dictates which advertising products are appropriate 

based on variables describing a viewer’s context. Therefore, the contextual relevance 

segmentation layer takes precedent over self-segmentation, because self-segmentation is 

implemented by way of advertising products. For example, based on the contextual relevance 

segmentation, there may be cases where self-segmentation advertising products are deemed 

inappropriate. 

 

In conclusion, our findings suggest that if these layers of segmentation were to be implemented, 

MTG would be able to offer media agencies new advertising products with increased 

engagement, substantiated by engagement metrics. This should result in a greater perceived 

value of the Play advertising channel, leading to increased and secured advertising revenues for 

MTG. 

 

It can also be concluded that the suggested improvements to the advertising product in many 

ways stem from a user experience perspective. Namely that reducing ad avoidance is based on 

improving user satisfaction with the advertising in the Play service. According to our analysis, 

this means that the suggested improvements are in line with any future possible plans to link the 

Play and Viaplay services in a freemium model, where for growth purposes it is key to provide a 

compelling free offering. 
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6. Discussion 
The first research question that was answered was what MTG’s strategy should be to improve 

the competitiveness and revenue of their VOD advertising products. It was found that improving 

the engagement of an advertisement rather than improving the targeting was the best strategy. 

This shaped the rest of the study, as the resulting research of how to accomplish the strategy was 

dependent on this first research question. Had a different answer been found, the study may have 

followed a very different path. 

 

Furthermore, throughout the process of this study, viewer segmentation has been both an area of 

study as well as a method of solving the problem posed. However, once the strategy had been 

determined to be to increase ad engagement rather than improve the ad signal, segmentation as a 

method should perhaps have been questioned and rejected. This since segmentation is perhaps 

not the most appropriate tool for the task at hand, given the complexity of the ad engagement 

concept. Using other methods would likely have led to different results and a different 

conclusion, as other methods would probably have answered the question of accomplishing the 

strategy in different ways.  

 

During the study, it was determined that in order to increase ad engagement, reducing ad 

avoidance was a priority. This is a problem perhaps better suited to solve using anthropological 

methods, rather than quantitative analysis, meaning the results may have been better had other 

methods been used. In the area of contextual segmentation, the findings of this study are of a 

exploratory nature, and would require implementation testing and confirmation in order to 

develop a specific product. In the area of self-segmentation, the findings are more detailed, and 

several specific implementation examples are highlighted. While these would also require 

testing, the underlying analysis is perhaps more mature than in the contextual segmentation case. 

 

At any rate, it should not be ignored that there was an intrinsic value in investigating how 

segmentation could be used to answer this line of questioning, both because of MTG’s current 

situation and because of the limited existing research of using segmentation in this specific 

manner. 
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Finally, we would like to mention that at the time of publishing this thesis, Ericsson have 

released a new report, the “Forever Evolving Experience”, in which they conclude that by the 

year 2020, viewers will expect their TV consumption to be interactive as well as tailored to their 

interests, devices and personal situation.70 In other words, Ericsson expects viewers will want a 

TV experience that is highly customized after individual preferences. This would seem to be in 

line with the conclusions and suggestions on this thesis, that MTG should aim to improve 

contextual relevance based on variables describing a viewing situation, such as device type, as 

well as offer customization of advertising through self-segmentation. 

  

                                                
70 Ericsson (2013), Forever Evolving Experience, Available at: 
http://www.ericsson.com/televisionary/media-vision-2020/forever-evolving-experience/, 
[Accessed 2014-05-20] 
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7. Implications & Future research 

7.1 Modern Times Group 
The managerial implications of our findings are plural. For instance, our findings suggest that, 

presently, segmentation for ad signal purposes is of little benefit for MTG. Rather the results of 

this study indicate that MTG should consider working more directly with advertising products, 

and initiate testing of the conclusions and hypotheses presented. This entails working with 

concepts not currently explored at MTG, such as self-segmentation advertising product and 

viewer segmentation based on contextual variables. This in itself constitutes a new strategy for 

MTG, as they are presently only mimicking their broadcast TV advertising product. 

 

At present MTG does not have any self-segmentation products. Therefore, exploring this area 

would require MTG to develop a testing methodology to confirm the benefits that are suggested 

in this study. A common way to do such hypothesis testing, in this type of product, is split 

testing. This entails designing a test where one user group is presented the existing product, e.g. 

the “control” group, while another user group is presented the new product version. This would 

allow MTG to clearly discern the differences between the suggested version and the original one. 

By repeating and iterating such testing, MTG will be able to determine what segments and 

resulting advertising products contribute to realising the suggested strategy. 

7.2 Theoretical contribution 
The theoretical contribution of this study is primarily of an exploratory and descriptive nature. 

For instance, the use of segmentation for this specific purpose, to improve the advertising 

products in a VOD service, has not been extensively covered in previous research. Therefore, 

even an exploratory contribution should be considered to be theoretically significant. 

Furthermore the findings concerning the relationship between publishers and media buyers in 

Sweden are of theoretical interest, especially when put in the context established concerning the 

dynamics of the online advertising market. 

 

Further research that would be of interest, and serve to improve the generalizability of the 

findings, could be to extend the empirical evidence and include more cases in addition to MTG. 
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Appendix A: Interview questions for MTG personnel 

The following questions were used as a guide during interviews with personnel at MTG. 
However, as is the nature of semi-structured interviews, questions were selected and added 
during the course of the interviews. 
 

1. What is your role? 
 

2. What is the current strategy with regards to the Play service? 
 

3. What metrics do you use? 
 

4. What data do you have access to? 
 

5. What data would you like to have? 
 

6. What tools do you currently use? 
 

7. How do you work with segmentation today? 
 

8. What is the scope of testing opportunities? 
 

9. How would you describe the current advertising product offering? 
 

10. Who are the customers that buy ads? 
 

11. How do you attract customers? 
 

12. What would you like to be able to offer them? 
 

13. Who else should we speak with?  
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Appendix B: Interview questions for media agencies 

The following questions were used as a guide during the interviews with personnel at media 
agencies. However, as is the nature of semi-structured interviews, questions were selected and 
added during the course of the interviews. 
 

1. What is your position at XXXXX agency? 
 

2. How long have you been responsible for XXXX? 
 

3. What parts of the process from idea to realization does agency handle? 
 

4. Who are your clients? 
a. Can they be categorized? (Small/Large, Product categories, “Lean forward in ad 

buying”?, etc.) 
 

5. What are your primary mediums for advertising? (print, digital, etc.) 
a. How common is digital video (VOD, etc.)? 

 
6. How knowledgeable are your clients about ad targeting? 

 
7. How has this changed over the last few years (Internet, Facebook etc..)? 

 
8. How much input do they have on the strategy behind ad targeting? 

 
9. How long have you been working with MTG? 

a. How long have you been working with their VOD product? 
 

10.  What do you think about MTG’s current ad products? 
 

11.  What information variables are most useful to you when targeting an ad? 
 

12.  What information variables are you missing currently at MTG? 
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Appendix C: Sources for determining the average CPM 

Calculated average CPM in USD ($) based on listed CPM in sources listed in Table 6: Media 

Channel CPM Estimates. 

Table 6: Media Channel CPM Estimates 

Media channel 
Calculated average 

CPM ($) 

youtube 7.6 

tv 25 

radio 7 

print 12.33333333 

online-banner 3.365 

hulu 28.03666667 

google-adwords 4.7 

facebook 2.9 

cinema 46.16666667 

billboard 3.666666667 

 

In Table 7: CPM Estimate Sources, the sources used to produce the estimates in Table 6: Media 

Channel CPM Estimates, and their listed CPM in USD ($), can be found for various media 

channels. 

Table 7: CPM Estimate Sources 

Channel 

Listed 

CPM ($) Source 

cinema 51 Take your TV plans to the movies, Cinema Advertising Council, 2010 
cinema 35 Cinema ads slow but still grow, Film Journal International, 2009 
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cinema 52.5 Your client's ad in 3d at the Bijou, Medialife Magazine, 2010 
hulu 27.61 And Hulu's Average CPM in 2013 is..., Reelseo.com, 2013 
hulu 26.5 What Online Ads Really Cost, Digiday.com, 2013 
hulu 30 Typical Digital Display Advertising Costs, Optidge.com, 2013 

youtube 7.6 
The Average YouTube CPM Is $7.60, But Making Money Isn’t Easy, 
Tubefilter, 2014 

tv 25 TV Cost & CPM Trends- Network TV Primetime, TVB.org, 2014 

tv 24 
Cheaper by the Dozen: TVB Challenges Broadcast Efficiencies, 
Adweek.com, 2012 

tv 23 
Fact: TV CPMs have soared over the years, Medialife Magazine, 
2011 

tv 25 
Why The Cost of A Web Video Ad Will Eclipse TV, 
Adexchanger.com, 2013 

tv 28 
Average Online CPMs Still Lagging Behind Other Media, 
Exchangewire.com, 2010 

radio 10 
Average Online CPMs Still Lagging Behind Other Media, 
Exchangewire.com, 2010 

print 17 
Average Online CPMs Still Lagging Behind Other Media, 
Exchangewire.com, 2010 

print 6 Which ad strategy works for you?, Entrepreneur.com, 2009 
radio 4 Which ad strategy works for you?, Entrepreneur.com, 2009 

radio 12 
Digital Could Turn Radio's $17 Billion into $8 Billion., Radio 
Insights, 2011 

radio 4 Advertising Terms and Concepts Made Simple, Cululus Radio 

radio 5 
Why Would Radio Give Up Its Digital Inventory?, Tritondigital.com, 
2012 

billboard 5 National advertising rates, Clear Channel Outdoor 
billboard 4 What is a Typical CPM?, Chron.com 
print 14 What is a Typical CPM?, Chron.com 
billboard 2 Why should I use billboards?, Simpleoutdoor.com 
online-
banner 1.9 What are average CPM rates in 2014?, Monetizepros.com, 2014 
online-
banner 7 What is an average banner cpm?, eHow.com 
online-
banner 2.66 

Forrester Reduces Its Forecast for Online Ad Spending, AdAge.com, 
2012 

online-
banner 1.9 

2014 Forecasts: Global Ad Dollars Surge, Driven By Mobile, Social, 
Adexchanger.com, 2013 



 84 

facebook 2.9 The Facebook Ads Benchmarking Report, SalesForce Social, 2013 
google-
adwords 4.7 

THE COST OF PAY-PER-CLICK (PPC) ADVERTISING—
TRENDS AND ANALYSIS, Hochman Consultants, 2013 
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Appendix D: Questionnaire about Internet TV viewing behavior 

and advertising sentiment 
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Appendix E: Segmenting questionnaire respondents based on 

device type 

This appendix described how we were able to glean insights by segmenting questionnaire 

respondents based on their indicated preferred viewing device. 

 

The questionnaire included a statement intended to glean information regarding the viewers 

intent; “I only watch Internet-TV to see something I missed on regular TV”. Illustrated in Figure 

20: Statement I , the questionnaire featured a seven point Likert scale for the response, ranging 

from “Strongly disagree” (1) to “Strongly agree” (7). While not completely clear cut, the 

responses indicate that respondents in the Smartphone device segment to a lesser extent watch 

Internet-TV only to see something they have missed on regular TV; there are few respondents in 

the segment that have indicated strong agreement, or 7 on the Likert scale, and a third of 

respondents in the segment strongly disagree with the statement, or 1 on the Likert scale. This 

differs from the other device segments; The respondents in the segments Computer and Tablet 

generally favor agreement with the statement, thereby indicating that respondents in these 

segments may be less likely to use VOD services as a substitute for regular TV, but rather as a 

complement. 
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Figure 20: Statement I  

 

In the questionnaire, the statement discussed was followed by another statement also intended to 

gain insight regarding the viewers intent; “I usually know which program I want to watch before 

starting the Internet-TV application/website”. Once again a seven point Likert scale was used for 

the response. By analyzing the responses, which are illustrated in Figure 21: Statement II, one 

can see that respondents in the Tablet device segment in general have slightly less specific 

viewing intent than other device segments, as they have responded weaker agreement with the 

statement. In other words, their viewing sessions seem to put less importance on the content 

itself. 
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Figure 21: Statement II 

 

Another statement included in the questionnaire was; “I usually watch Internet-TV because I am 

bored.”. Once again a seven point Likert scale was used for the response. This statement was 

intended to allow us to gain further insight into the reason for using VOD services. Illustrated in 

Figure 22: Statement III is the responses, again segmented based on device category. Clearly 

respondents in the Smartphone category seem to use VOD services to a greater extent because 

they are bored, than respondents in the Computer and Tablet categories. 
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Figure 22: Statement III 

 

The questionnaire went on to ask questions and pose statements regarding respondents’ 

sentiment and opinion of advertising. One such statement was; “My opinion of TV advertising is 

in general..”. The responses were collected using a seven point Likert-scale ranging from “Very 

negative” (1) to “Very positive” (7). Illustrated in Figure 23: Statement IV, the respondents 

indicated an almost exclusively negative opinion of TV advertising. 
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Figure 23: Statement IV 

 

Furthermore a questioned designed to provide insight into advertising avoidance behavior was 

posed; “How often do you shut down the Internet-TV application/website because of an 

advertising break?”. The answers were again collected using a seven point Likert scale, ranging 

from “Very seldom” (1) to “Very often” (7). From the responses illustrated in Figure 24: 

Question I, we can see that is it more common among respondents in the Smartphone device 

segment, and to some degree also among respondents in the Tablet device segment, to indicate 

that they often shut down the VOD service because of an advertising break being prompted. This 

could be explained by the finding that Smartphone viewers more often use a VOD service 

because they are bored, and may therefore have less viewing intent causing them to be more 

sensitive to the disruptive effects of advertising. Furthermore as previously established, there is 

no way to engage in same-screen ad avoidance behavior on a Smartphone or Tablet, while it is 

possible on a Computer. This could explain while the respondents in the Computer device 

segment are clearly less prone to shut down the VOD service due to an advertisement; as they 

are free to engage in same-screen ad avoidance they can more easily “pass the time” doing 

something else on the same device. 
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Figure 24: Question I 

 


