THE EFFECT OF TIVO/DVRS ON

TELEVISION ADVERTISEMENTS

Presented to

Ben Blanco

Instructor of Management/Marketing

Texas A&M University Corpus Christi

Prepared by

Monica Blanco

Lloyd Gilmore

Lorrie Ramirez

MEMORANDUM

DATE:
April 18, 2004

TO:

Ben Blanco, Instructor of Management/Marketing



Texas A&M University Corpus Christi


FROM:
Monica Blanco, Lloyd Gilmore, Lorrie Ramirez

SUBJECT:
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Here is the report, which was assigned at the beginning of the semester.  The report provides research over the effect that TiVo/DVRs had on marketing through television advertisements.  The report includes research from both primary and secondary sources.  The primary research was derived though a survey which was submitted to college students at Texas A&M University-Corpus Christi.

The research provides information that there is hardly any affect on television ads since the release of TiVo/DVRs.  However, we need to take into consideration the fact that TiVo and DVRs are just now starting to become popular.  With the growing rate of this new technology studies show that television advertisement just might need to look in a different direction.  Recommendations for marketing advertisements on television would be to team up with the many companies now providing these services and look for new ways of putting advertisements into the actual television shows.

We are grateful to our professor of Business Communications, Mr. Ben Blanco, for guiding us through the long process of writing a formal report.  We would also like to thank all the students who took time out of their busy schedules to participate in our survey.  Each one of these individuals made the success of this report possible. Please do not hesitate to call us if there is additional information that you require or any questions that need to be answered. 
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EXECUTIVE SUMMARY

Purposes of the Report

The purposes of this report are to (1) determine the effect that TiVo/DVRs have on the television advertisements and (2) recommend alternative ways to get around this technology.  TiVo, which acts like a VCR but with a hard drive, records up to 140 hours of television programs automatically every time they it is on without the use of a videotape.  TiVo also consists of features that allow you to pause, rewind, fast-forward, put in slow motion, or instantly replay any part of the program when you are watching it.  This means the 30-second ads ran between programs run a risk of being eliminated.

A survey was taken to see how many individuals own or plan on owning a TiVo/DVR and how many intended to still watch commercials.  Twenty students from Texas A&M University at Corpus Christi responded to the survey.  The survey also took into account how many people use VCRs to record TV shows.  This relates to the subject because TiVo/DVRs are very similar to VCRs and with this information, we can predict the way people would use TiVo in the future.

The Use of TiVo/DVRs

The survey concluded that most students did not own a TiVo, but in fact, planned to buy one in the near future.  Many of the respondents also indicated that commercials did influence their buying power; however, if given the capabilities, they would fast-forward through them. The results of the study suggested that even though TiVo/DVRs do not have a significant effect on television ads today it will have repercussions in the future.

Recommendations for Television Marketers

Recommendations for alternative ways for television marketers to get around TiVo/DVRs:

1. Join up with the many companies now providing TiVo/DVR capabilities.

2. Find alternate ways of actually inserting products into television programs such as product placement advertisements.

3. Marketers may find television production firms that allow news-adjacent targeted advertising.
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THE EFFECT OF TIVO/DVRS ON

TELEVISION ADVERTISEMENTS
INTRODUCTION

TiVo is a one-of-kind service that operates a digital video recorder (DVR), which is like a VCR but with a hard drive. It digitally records up to 140 hours of your favorite shows automatically, every time it is on without the hassles of videotape. That way, all of your entertainment is ready-and-waiting for you to watch, whenever you want to.  Never miss an episode with Season Pass recordings; PRIVATE

find and record by title, actor, team or keyword with a WishList; search 
Control, live TV pause, rewind, fast-forward, slo-mo, instant replay; 
digital photos & music, remote scheduling, and more; it works with everything: cable, digital cable, satellite, antenna, and combinations (www.tivo.com)

Now that viewers can avoid commercials by videotaping or digitally recording television programs and then zapping the advertisements, or simply using the remote control to channel-surf during commercial breaks, advertisers need to fight back.  Surveys show that 39 percent of U.S. viewers often change channels when commercials come on, and another 19 percent either mute or lower the volume.  Faced with widespread avoidance of traditional commercials, many advertisers are adopting an in-your-face approach, using a blend of technology and sponsorship to integrate their products directly into programming (Pride & Ferrell, 2003).

Information on Television Advertisements

Television advertisements are broken up into three types: network, local, and cable TV.  Each one on these provides the same kind of services, with the only difference regions in which the commercials appear.  Each commercial may choose a 5, 10, 15, 30, or 60 second television spot.  The price of commercials increases with the length of the spot, time of day it is played, and popularity of the program in which the commercial is to be played.  There are many advantages to having a commercial played: (1) it reaches large audiences, (2) it uses audio and video, (3) it is highly visible, (4) and it has geographic and demographic selectivity.  As with anything it also has its disadvantages: (1) it has high dollar cost, (2) it has a highly perishable message, (3) the size of audience is not guaranteed, (4) the amount of prime time is limited, (5) and the ability to skip through them.  Despite these disadvantages many organizations still find it critical to spend on advertisements.  Figure 1 shows the top five leading Cable TV advertisers. (Pride and Ferrell)
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Table 1

TOP FIVE NETWORK TV ADVERTISERS

	COMPANY
	2002
	2001
	%CHG

	1 General Motors Corp.
	$777.8
	$661.8
	17.5

	2 Procter & Gamble Co.
	$723.7
	$586.4
	23.4

	3 Johnson & Johnson
	$471.5
	$400.6
	17.7

	4 Ford Motor Co.
	$437.9
	$305.1
	43.5

	5 Pfizer
	$401.0
	$342.4
	17.1


(Coen, R.)
As the results show many companies are spending millions of dollars in television advertisements each year.  In fact this shows that there were increases in advertisements in the span of just one year.  If the trends stayed the same, the percentage of change from 2001 to 2004 would be substantial. 

A Comparison of Television Ads to Other Media

Commercials are not the only way that a company can gain recognition.  For example, a company may decide to run an ad in the newspaper or magazine, it could also mail flyers to individuals, and it may also have a local radio station promote its product or service.  As you can see there are a number of ways for a company to promote their product.  Table 2 displays the total advertising expenditures (in millions of dollars) of different sources of advertisement through the years of 1985 to 2000. The table also shows that television ads are the most used since 2000, going up approximately 24.3 percent in total expenditures.
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Table 2

TOTAL ADVERTISING EXPENDITURES

               1985


       1990                             1995                              2000

	
	Total Dollar Amount
	Percent of Total
	Total Dollar Amount
	Percent of Total
	Total Dollar Amount
	Percent of Total
	Total Dollar Amount
	Percent of Total

	Newspaper
	  $  25,170
	26.6%
	$   32,281
	25.1%
	$36,317
	22.6%
	$49,050
	 20.1%

	Magazine
	      5,341
	        5.6
	6,803
	5.3
	8,580
	        5.3
	12,370
	        5.1 

	Television
	20,738
	  21.8
	     28,405
	22.1
	36,246
	22.6
	59,231
	24.3

	Radio
	  6,490
	    6.9
	       8,726
	6.8
	11,338
	7.1
	19,295
	7.9

	Yellow Pages
	  6,820
	    7.2
	       8,926
	6.9
	10,236
	6.4
	13,228
	5.4

	Outdoor
	     945
	    1.0
	       1,084
	0.8
	1,263
	0.8
	1,758
	0.7

	Direct Mail
	   15,500
	  16.4
	     23,370
	18.2
	32,866
	20.5
	44,591
	18.3

	Business Press
	  2,375
	    2.5
	       2,875
	2.2
	3,559
	2.2
	4,915
	2.0

	Internet
	NA
	    0.0
	  NA
	0.0
	NA
	0.0
	4,333
	1.8

	Miscellaneous
	11,438
	  12.0
	     16,170
	12.6
	20,232
	12.5
	34,919
	14.1

	Total
	 $94,718
	   100.0%
	 $128,640
	100.0%
	$160,637
	100.0%
	$243,680
	100.0%


*Estimate

(Pride and Ferrell)
The table shows companies have increased the amount of money they will spend on television advertisement.  It also shows television ads are the most used since 2000, going up approximately 24.3 percent in total expenditures.

Purpose of the Study

The purpose of the study is to determine how many of our segment group (1) owns a TIVO/DVR, (2) plans to own one in the next five years (3) it compares the ownership of TIVO/DVR to VCR’s ownership and (4) to asses use of TIVO/DVRs in the future. Today, there are approximately 3.5 million DVRs and it is projected to have 10 million in homes by the year 2008 (Meskauskas). With the introduction of digital TV plans that provide a DVR as an added attraction, the impact could be even more significant.

Scope of the Study

This study investigates TiVo/DVR ownership within the segment of college students who are between the ages of 18 to 44 that are attending the business college of Texas A&M University Corpus Christi. The survey wanted to determine their viewing habits as it is related to their recording habits. In addition, the study was to determine what, if any, 
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changes of viewing habits and recording devices would be used in the future. To accomplish the survey it (shown in the appendix) was submitted to our segment group at random to 36 students. 

Sources and Methods

Current business periodicals and online sources were consulted for the background information to ascertain the structure of the survey and to determine whether TiVo/DVRs are affecting advertising revenue for television. Figure 3 shows the breakdown of the age groups within the study.

Figure 1
AGE GROUPS OF THE SURVEY SAMPLE
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RESULTS OF THE STUDY

To analyze the impact that TiVo/DVRs are going to have on advertising revenue for the television media, we surveyed 36 students ranging in age from 18-44 years of age. It comprised three sections starting with (1) TiVo/DVR ownership, (2) viewing characteristics, and (3) demographic information. 

TiVo/DVR Ownership Characteristics

This section was designed to determine who owns TiVo/DVR’s now and who will in the next five years. According to our survey, out of 36 respondents only two (6%) own them at this time. However, 17 (47%) of the respondents indicated they would own one in the 
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next five years. What was really enlightening was that every respondent owned a VCR, 
the predecessor of TIVO/DVR, and 24 (67%) already record shows for viewing at a later time. This shows us that VCRs have not had a significant impact on advertising revenue in the market despite the fact they are in virtually every home. The technological advances with TiVo/DVR over VCRs is significant, going from being able to record six hours of video to virtually hundreds of hours could have an impact on advertising revenue. In the viewing characteristics, the survey needs further analysis.
Figure 2
TIVO/DVR OWNERSHIP NOW AND IN THE FUTURE
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Viewing Characteristics

This section was designed to determine viewing characteristics of the respondents. Currently, they record, on the average, 3.5 per week of television shows with VCRs. This is only a portion of their television viewing, which is 23.33 hours a week. This means only 15% of their television viewing a week is recorded. Another determinant was to see if commercials influence consumer purchases in which the survey indicated that 20 
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respondents (56%) said commercials do influence their purchasing decisions. Of course 
all the respondents said they fast-forward through the commercials when shows were recorded. Respondents indicated they do not record shows much compared to their viewing habits. Only 15 percent of their television viewing is recorded showing that at current levels TiVo/DVRs are not having an impact on advertising revenue. However, in the future when the 47% purchase these items this could constitute a significant effect on viewership and the by-passing of commercials. Further analysis in the demographics section will shed more light on this subject.

Figure 3
VIEWERS RECORDING HOURS COMPARED TO COMMERCIAL INFLUENCE AND FAST-FORWARDIND THROUGH COMMERCIALS
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Demographic Information and its Impact

This section focused on the demographics of our respondents. Thirty-five out of 36 respondents (97%) were expecting to graduate with some business degree and of these, 31 (86%) plan to travel for their jobs. Twenty-one (58%) plan to make more than 40,000 dollars per year within the next five years. Also, the survey was not gender specific since the respondents were 18 men and 18 women. When comparing the three figures we find 
6

that the majority of business people of the future will be using TiVo/DVRs significantly. They plan to travel and earn salaries that are significant enough to warrant owning these to keep up with favorite programs when not at home or are working during its showing. When you consider the average television viewer ship is 23.33 hours a week, this would indicate an increase from percent of recorded hours to upwards of 20 to 25 percent, which would definitely impact television commercials effectiveness.

Figure 6

BUSINESS GRADUATES PLAN TO TRAVEL IN WORK
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CONCLUSIONS

Based on the findings of the TiVo/DVR survey of the students at Texas A&M University Corpus Christi, the following conclusions were drawn:

1. Many of the respondents do not own a TiVo/DVR but plan to in the future.

2. Almost everyone who completed the survey owned a VCR and records shows frequently.

3. The survey shows that over half of the survey respondents are influenced by commercials, but would fast-forward through them if they had the chance.

4. Both the primary and secondary sources show that TiVo/DVRs have yet to effect television ads but, with the rise of this new technology, it is sure to have an impact in the future.
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RECOMMENDATIONS

Supported by the finding and conclusions of this study, the following recommendations are offered in an effort to help television advertisements not be eliminated by the use of TiVo/DVRs:

1. Companies should team up with the many organizations that are now providing TiVo/DVRs. These organizations are finding new ways to sell products to TiVo users.

2. Work out pop-up ads with local cable services to promote your product during a television program. They are now putting banners at the bottom of the television screen while the show is on.

3. Try setting up ten-second ads with news crews. If your product deals with a certain topic, such as new medication, networks are now running a ten-second ad at the end of their segment which related to with new medication.

4. Many companies, such as Coca Cola, are now putting their products in the shows. For example, the American Idol judges must drink from glasses with Coca Cola labels on them during the production of the show.
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APPENDIX

Tivo/DVR is a recording device that can store upwards of a 100 hours of video. All television programs have codes that can be programmed in to the Tivo/DVR and it will record it every time it is played no matter what channel. We are surveying whether you use one now or plan to use on in the future. 

Please put an X to indicate your answer to the following questions.

Section 1. Tivo/DVR ownership

1.
Do you own a Tivo/DVR?



Yes___
No___

2.
Do you own a VCR?



Yes___
No___

3.
Do you use your Tivo, DVR, or VCR to 

Yes___
No___


record TV programs?

4.
Have you heard of Tivo/DVR 


Yes___
No___


before this survey?


5.
Do you plan to buy a Tivo/DVR within

Yes___
No___


the next 5 years?

Section 1. Viewing Characteristics

1. Approximately how many hours of television programs do you record during a week?



0-2 ___
3-5___

6-10___
More than 10___

2.
How many hours of television do watch in a day.


0-2 ___
3-5 ___
6-10 ___
More than 10___

3.
Approximately what time of day do you record television programs?


8 Am.-12 Am.___
12:01-5 Pm.___
5:01Pm.-10Pm.___
After 10Pm.___

4.
Do TV commercials influence your 

Yes___
No___


purchasing decisions?

5.
When you watch a recorded program, do you
Yes___
No___


fast-forward through the commercials?

10
Please put an X to indicate your answer to the following questions.

Section 3. Demographics

1.
Gender?


Male____
Female____

2.
Age?


17-19___
20-22___
23-26___
27 & Up___

3. 
Do your plan to travel for your job after graduation?

Yes ___
No ___

4. What college at TAMUCC do you attend?

Business ___
Humanities ___
Engineering ___ 
Natural Sciences ___

5. What income do you expect to make in the next 5 years?

$20,000 to $29,999 ___
$30,000 to $39,999 ___
$40,000 and up ___

Thank you for your participation in this survey.
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