





Faulty Ratings

here is a widespread lack of confidence in televi-
Tsion audience measurement (TAM) systems cur-
rently in place across the GCC. In a typical market,
the ratings produced by the TAM are treated like cur-
rency, as they are consistent, accurate, unbiased, and
trusted by all who use them. However, ratings pro-
duced in the GCC trade at a discount. The systems
currently in place in the GCC, based on computer-
assisted telephone interviewing (CATI) or diary recall
methodologies, are unable to inspire faith in their
currencies for three reasons:

B Weak methodology: CATI and diaries are both
based on memory recall, which greatly increases
the subjective nature of the surveys. This inherent
weakness encourages a “halo effect” wherein
respondents are more likely to recall big name
channels and more popular programs, while omit-
ting time spent watching niche channels and con-
tent. Results derived from these methods are
unable to provide the level of precision needed to
enable optimal decision making. Without reliable
data, ads do not reach their intended audiences at
a rate that maximizes advertising ROIs.

B Breadth and depth of sampling profile: Current
sampling methods in the GCC create profiles
based on a respondent’s sex, age, region, and
nationality, but do not account for other criteria
such as income or education. In addition, profiles
are compiled using only fixed-lined phones. Due
to the ownership patterns of fixed-line phones,

certain demographics are more likely to be
excluded from the sample. For example, our anal-
ysis of Saudi Arabian TAM survey results esti-
mates that Saudi women, aged 20-34, are
underrepresented in current samples by approxi-
mately 30 percent. The profiles created from this
technique lack the depth necessary for robust
segmentation.

B Objectivity: Current systems have direct ties to
participants in the industry and are not indepen-
dently audited or reviewed. The metrics they pro-
duce therefore are met with a necessary degree of
skepticism by the market.

Due to the inability of TAMSs to provide a trusted rat-
ings currency, the media industry has struggled to
connect television ads with the appropriate audienc-
es. In the GCC, television advertising is a relatively
poor medium for advertisers to reach their intended
audience. A GCC newspaper ad is almost eight times
more likely to reach its target than a TV ad aired in
the region. This is in stark contrast to most other
markets where television is far better at reaching
intended audiences than newspapers.

The inability to deliver TV audiences—due to faulty
ratings—has led the market to write contracts based
on value instead of audience delivery, which is the
standard practice in other markets. Market inefficien-
cies are so great that leading global media agencies
advise their clients to be wary when investing in
Middle Eastern markets.

Exhibit 1: Average daily viewership in the GCC compared to other regions
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The Importance of TAMs

Television Audience Measurement (TAM) systems
are analytical methods and technologies that
record a household'’s or individual's television
viewing patterns. An accurate understanding
of viewership is critical data for TV broadcast-
ers and advertisers in order to determine the
relative popularity of television shows and the
segment of the population that is tuning in.
With information from a TAM in hand, broad-
casters are able to set advertising rates and
advertisers can decide which channels and
programs reach their desired demographics.

Older TAM systems—including diaries and
surveys—have been surpassed by techniques
primarily based on electronic recorders/trans-
mitters, computer software, and the Internet.
Each system utilizes a different methodol-
ogy for monitoring and reporting the tele-
vision viewing habits of test subjects.

B The diary method relies on participants
to create a record of the programs they
have watched and duration of viewer-
ship for the day or week. Viewership data
is linked to participant demographics. This
method is often criticized for its subjectiv-
ity and the strong possibility of mistakes
and forgetfulness on the participant’s part.

B People meters are small set-top boxes
connected to each TV in a participat-
ing household. The meter records what
is being watched and transmits the data
back to the ratings agency through a
phone line. Participating broadcasters use
encoders to embed audio or video signals
into the programs they transmit allowing
the data recorded by the people meter
to be identified as a particular show.

When advertisers do venture into the GCC television
market, the prices they are willing to pay reflect their
lack of trust. Oliver Wyman'’s analysis has found net
rates advertisers pay to reach one thousand people
(the industry metric CPM) in the GCC are only 35 per-
cent of the levels achieved in similar countries with
superior measurement systems. Low CPMs decrease
the overall value of the TV ad spend ecosystem.

However, the lack of ad spending is not a fair reflec-
tion of viewership. As Exhibit 1 demonstrates, the
GCC as a region has a comparatively high average
daily viewership level. Oliver Wyman believes the
core reason the media industry has been unable to
successfully translate large numbers of viewers into
ad revenues is the lack of a broadly trusted ratings
currency able to link viewers with targeted ads.

Cost of Inaction

Relying on “faulty ratings” has negatively impacted
the overall health of the media industry in the region
in a number of critical ways:

Money: Sacrificing one billion dollars a year

Oliver Wyman’s analysis estimates the GCC television
advertising market has only reached 1/3 of its total
annual potential revenue. Exhibit 2 shows advertisers
have been reluctant to fully penetrate the Middle
Eastern market as compared to other regions. The
adoption of a more sophisticated TAM system in the
GCC would act as a catalyst to trigger the growth of
total net TV ad spend from US$500 million to US$1.5
billion and above per year.

Reputation: Lost skills and investment

The current TAMs do not provide a reliable analytical
tool for decision making. Ratings can provide infor-
mation on general trends, but do not provide specific
details on individual ads.

In this environment, broadcasters, agencies, and
advertisers lack a measurement tool to confidently
determine if employees are making good decisions in
setting advertising rates, purchasing ad space, or
extending an ad agency. A performance-based cul-
ture cannot develop without this basis for judgment.

Jobs: Thousands lost

Structural problems in the ad market are impacting
entire value chain for media. As a result, fewer
regional jobs are created with broadcasters, produc-
tion, advertising and creative

Content: Poor quality control

Content suffers because broadcast executives are
unable to make scientific decisions on programming
quality due to inadequate data. Quality is compro-
mised as broadcasters are slow to adapt to viewer
demands, and are unsure of what to improve upon
and how. Lower quality content results in viewer dis-
satisfaction.

Innovation: Entrepreneurs discouraged

New channels and programming face insurmount-
able odds in the current environment. TAM systems
in the GCC are biased due to their method of mea-



suring viewer recall of channels watched. Lesser
known channels do not register in a viewer’s mind
with the same impact as well known channels. Thus
threatened with low ratings that do not reflect actual
viewership, entrepreneurs are deterred from innovat-
ing within the market.

Power: Balance of power distorted

Flawed television ratings in Middle Eastern markets
lack the transparency necessary to allow industry
participants to make rational, informed decisions.
This has distorted the value chain that typically
develops in a maturing advertising market. Instead,
middle men have seized on the opaque nature of the
TAMs and assumed power through their roles as “tea
readers” for broadcasters and advertisers. Advertisers,
unable to obtain trustworthy data on the TV market,
are driven to shift their resources into other media.
These spending habits overinflate the importance of
other media in the region.

Out With the Old...

Currently, there are two TAM systems in place within
the GCC. These systems function independently of
one another and frequently produce conflicting
results. Both systems are based on an outdated sur-
vey questionnaire approach for sampling and are pri-
vately owned by research suppliers. As discussed, the
survey approach is subject to distortion as it uninten-
tionally tracks viewers’ perceptions of what they are
watching. Such surveys also require substantial time

to evaluate and provide only a lagging indicator for
broadcasters and advertisers.

This technique has been all but abandoned by other
regions in the last decade for technologies that pro-
vide more accurate results. These new technologies
record viewership automatically, without having to
rely on a measurement clouded by survey respon-
dents’ biases.

Continued reliance on these antiquated TAMSs is sup-
pressing CPM values across the region. Oliver
Wyman’s analysis of industry benchmarks indicates
the current US$550 million net Middle Eastern TV
advertising market is only 35 percent of comparable
markets outside MENA.

...In With the New

A TAM built on people meters could deliver clear
improvements over survey-based systems. People
meters would provide consistent, transparent, and
reliable data that measure actual viewer exposure
rather than viewer recall or loyalty. With the new
technology, passive real-time monitoring of audienc-
es would be possible, providing advertisers with their
first clear picture of the GCC market. This informa-
tion could be delivered daily, as opposed to the cur-
rent system that relies on data collected weeks or
months earlier. With people meters, advertisers and
media buyers would be able to precisely compare
actual viewership with the intended audience. The

Exhibit 2: TV ad spend per capita in the Middle East and Europe
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People Meters

People meters were developed as a technologi-
cal improvement to earlier electronic TAMs that
recorded TV use but did not identify viewer
demographics. People meters provide viewership
information accompanied by demographic data
(age, gender, economic status, etc.) on the viewer,
allowing advertisers to target more specific demo-
graphics and markets. A.C. Nielsen implemented
people meters in the US in the 1980s in order to
gather more detailed information on national
television network audiences. The devices are
now used as TAMs in over 75 countries.

People meters are small set-top boxes connected
to each TV in a participating household. The
meter records what is being watched and
transmits the data back to the ratings agency
through a phone line. Participating broad-
casters use encoders to embed audio or

video signals into the programs they transmit
allowing the data recorded by the people

meter to be identified as a particular show.

Portable people meters (PPMs) are portable
electronic devices, approximately the size of
a beeper, that are carried throughout the

day by TAM participants. PPMs are capable of
detecting inaudible watermarks embedded

in the audio signal of either radio or televi-
sion. At the end of the day, the PPM is placed

in a docking station that transmits the data

to the ratings agency and recharges the PPM’s
battery. Motion detectors embedded in the PPM
ensure participants are using their device.

The differentiating characteristic of people
meters is their ability to link audience demo-
graphics to the programs being viewed. Each
time the TV is turned on, a channel is changed
or an extended period of no activity has passed,
flashing lights on the people meter prompt
household members to “log-in”. Self-identifica-
tion is accomplished through user specific pre-
programmed buttons on a remote-controlled
device linked to the meter. Each household
member has a user profile with detailed demo-
graphics that is used by the ratings agency to
link viewed programs with the audience profile.

People meters, however, are generally expensive
to manufacture, install, and maintain, sig-
nificantly limiting the sample size.

Exhibit 3: Measuring viewership with a portable people meter
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industry would possess a currency that it could trade
in reliably.

Increased information flow would also provide adver-
tisers more surety in their advertising strategies and
allow them to focus spending on targeted demo-
graphics and niche markets. The ability to reach spe-
cific clusters of individuals would allow broadcasters
to demand higher CPM rates and would create a
greater willingness on the part of advertisers to
increase overall ad spend. Updated TAMs would also
allow an increased frequency of measurement by
automatically registering audiences in one-minute
intervals instead of the current 15-minute intervals,
thereby delivering a more accurate picture of viewer-
ship. These improvements would lead to a greater
sense of accountability among distributors and pro-
ducers within the industry, ultimately resulting in
better TV programming.

Barriers to Change

The GCC market will remain handicapped without
the generation of more complete and accurate infor-
mation on the patterns of television viewership.
Although the need for people meters is well recog-
nized within the region and efforts—such as Project
Illumination, a collective stakeholder initiative for
Saudi Arabia, launched in 2006—have been made to
install them, roadblocks remain.

Dividing the new pie

For larger broadcasters there is fear the introduction
of people meters will reduce their revenues. This is a
psychological hurdle that must be cleared by demon-
strating any decrease in potential ratings under peo-
ple meters will be offset by an increase in market
size. While a broadcaster’s slice of the ad-revenue pie
may be smaller as a percentage, the value unlocked
by implementing a new ratings regime would make
the overall pie much larger and total revenues for
individual companies would grow.

A detailed business case is needed to adequately
address fears over the potential for loss of revenue in
absolute terms. Such an analysis would need to pro-
vide a holistic view of the market in order to mini-
mize risks for all parties while justifying the
investment. The study should also lay out the advan-
tages and disadvantages to separate industry factions
of “going it alone” and producing rival TAMs, either
within one country or across the region.

Shedding light on the past

New numbers would also require industry players to
take stock of their current positions. Convictions
built on a foundation of ratings produced under old

TAM systems may be toppled by the accuracy and
transparency brought about by a new ratings regime.
Seismic shifts of market hypotheses could prove
embarrassing to many different stakeholders and
past declarations and decisions could be

proven wrong.

Shifting the value chain’s centre of gravity

The introduction of new technology would shift the
industry’s balance of power and would likely there-
fore face resistance from those benefitting from the
status quo. Intermediaries, who currently play a vital
role helping broadcasters and advertisers to interpret
the market, would see their significance reduced
when transparent TAMs are put in place. Once the
opaque veil of subjectivity is lifted to expose a mar-
ket of credible precision, broadcasters and advertisers
would be empowered to make decisions directly.
Finding a suitable role under the new system for
middlemen would encourage them to buy into the
technological advancements and deter the emer-
gence of spoilers who are hostile to change.

Global evolution in audience measurement

The introduction of new people meter technology
alone can not cure the ills of the industry. Reform
requires an overhaul of the vehicle supplying ratings
to the market as well. Currently, both of the compa-
nies providing ratings in the Middle East are Own
Service providers.

Oliver Wyman conducted a study of the structure of
ratings organizations throughout Europe and the rest
of the world to analyze their advantages and disad-
vantages. This study yielded a series of conclusions
that are instructive for the GCC:

Own Service (OS) systems serve as a short-term
solution to new, immature markets

OS providers are quick and simple to set up. In some
circumstances, multiple OS providers compete in the
same market, but users typically dislike this model
as it creates two currencies for TV trading. In other
instances a monopoly is formed, but the monopolist
makes self-interested decisions that do not serve
the market and may bias results and

short-change quality.

Markets move away from OS systems as they develop
and the number of TV channels increases. OS sys-
tems are typically associated with quality problems.
They are not viewed as transparent and are particu-
larly prone to scandal. Our survey showed it is diffi-
cult to make improvements to an OS, and such
changes are subsequently postponed for a

long period of time.



TAM Ownership

Organizations providing television ratings
systems to a market fall along a wide spectrum,
ranging from independent private suppliers to
fully-controlled industry systems.

These organizations can be loosely clustered in
three major forms:

1. Own Services (OS): These are the systems that
are set up on an entrepreneurial basis and are
wholly owned by a research supplier.

2. Media Owner Contract (MOCQ): In this case,
one or more broadcasters and/or advertising
agencies band together and contract a
research supplier.

3. Joint Industry Committees (JIC): In this format,
a committee representing broadcasters,
advertising agencies and advertisers is formed
and the task of audience measurement is
commissioned to a research supplier. The
committee owns all the data and takes all
decisions through consensus.

Media Owner Contracts (MOCs) can prosper in an
environment where there is plenty of trust

MOCs have performed well in Germany, Norway, and
the Netherlands. In these cases industry leaders have
managed the system on behalf of the market and
have applied the necessary quality controls to gain
the trust of all participants and create a single
valued currency.

MOCs can receive a lot of resistance from intermedi-
aries as they do not receive a strong level of repre-
sentation. In a market like the Middle East where
intermediaries currently hold a share of power, it
would be very difficult to attract their support.

Countries gravitate towards Joint Industry
Committees (JICs) over time

Countries that have previously used other methods
of TAM ownership tend to move towards JICs. The
TAM industry in India, for example, has evolved from
a monopolistic OS into a competitive OS environ-
ment and stands poised to develop a JIC. A group of
leading advertising sector associations-representing
advertisers, media owners, and advertising agencies—
has formed the Broadcast Advertising Research

Council (BARC) to counter their concerns about the
transparency, subjectivity, favor and cost of other cur-
rencies in the market.

Standardization is critical

When it comes to advertising expenditure monitor-
ing services, standardization is only achieved through
either a single industry contract or when pure mar-
ket forces create a monopoly.

The GCC’s next-generation TAM system must intro-
duce trust to the market. To date, market forces have
not been strong enough to persuade industry stake-
holders to pursue long-term group interests concern-
ing ratings over their own short-term goals. If the
issue can not be resolved by the competitive market,
enforcement must come from a body with power
over the market.

Governments and industry regulators are well posi-
tioned to step in and play this role, as they are pri-
marily concerned with the long-term health of the
media industry. As a neutral third party, the govern-
ment can restore value to TV ratings through frame-
work design and regulation.

Whether the impetus for change comes from the
public or private sector, stakeholders need to work
together within a framework that conserves the
value of their shared ratings currency for mutual
benefit. The optimal solution for this challenge is to
establish a single organization jointly managed by all
stakeholders.

JICs are widely regarded as fair, unbiased, transpar-
ent, responsive and advanced

Countries such as Finland, Italy, and the UK have
developed JICs. These entities do not allow control to
fall into the hands of a single company or faction
within the industry. All parties get a seat at the table
and receive a voice. This structure produces few
scandals and public complaints and produces a sin-
gle trustworthy measurement currency.

JICs take longer to reach decisions than other forms
of organization, but they do so after everyone has
had an opportunity to contribute. The culture of this
system fits well with the overriding business culture
of the GCC.

Moving forward - Trust is the Key

A new TAM system will only be embraced if it is con-
sidered trustworthy by all parties. It must be estab-
lished as an independent entity free from any
conflicts of interest and operate in a completely
transparent manner so that users of its metrics can
safely presume data acquisition and computation



was conducted without bias.

Oliver Wyman believes an organization modeled on a
Joint Industry Committee blueprint would be the best
platform on which to improve audience measure-
ment in the region. This will require strong leader-
ship from industry participants that has yet to fully
take shape. In the event that this leadership does
not materialize, governments or regulators should be
prepared to intervene and develop the necessary
framework and guidelines.

Organizing a Joint Industry Committee in individual
countries will require sustained effort from all stake-
holders. Industry associations representing broad-
casters, advertisers, and intermediaries will each
have to agree on strong leaders to represent their

needs. The appointed representatives must then
negotiate the structure of the JIC in good faith. A
timeline must be set by all parties, including govern-
ment agencies, and a full-time third-party manager
should be appointed to ensure the organizational
process strictly follows this schedule.

Getting the organization in place is only half the
cure; making the switch to people meters must also
be a priority. The potential revenues for broadcasters
from more accurate viewership information are too
great to ignore. International advertisers expect
advances in the market to bring it into line with
other developing markets and to permit them to
maximize their ad spend ROI. None of the objections
raised by stakeholders are great enough to stop the

Case study: Joint Industry Committee in action

Broadcasters in the UK have developed a best-in-class system that they have relied on since 1981. The
UK’s TAM system is built on the principle of ensuring transparency and reliability within the TV ratings
industry: The system is regulated by the Broadcasters’ Audience Research Board (BARB), a not-for-
profit company owned by BBC, ITV, Channel 4, Five, BSkyB and the IPA (Institute of Practitioners in

Advertising).

BARB commissions contractors to provide research services, including the production of audience
viewing figures, on its behalf. To prevent any conflicts of interest and to ensure the system is free of
collusion and operates in a transparent manner, the board has divided the TAM process into three
separate responsibilities and commissioned a separate contractor for each (See Exhibit 4). One firm is
responsible for designing the necessary characteristics of the sampling population of TV households and
conducting quality control reviews. Another firm constructs the Annual Establishment Survey, a survey
of 52,000 households that decides which of these households qualifies to be selected as part of the
sampling population. A third firm is employed to recruit panel households, install people meters, and

then collect and process the data.

Exhibit 4: Britain’s TAM operates as a non-profit with separates roles to increase transparency and

remove conflicts of interest
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rising tide that is pressing for change. Therefore it is
clear that people meters will arrive in the GCC at
some point in the near future.

However, the order of events is critical. While the ral-
lying cry for people meters has been growing louder,
the implementation of such a TAM would not be pru-
dent for the health of the industry before a JIC is
properly established. Ratings accuracy may improve
if Own Service providers supply the market with peo-
ple meters, however, they would still not be trusted
fully. The biggest hurdle for the industry is develop-
ing a functioning JIC in each country. Once a commit-
tee is in place, it can roll out a transparent people
meter TAM.

Think regionally

Success lies beyond national JICs and people meter
implementations. Programming and ad slots pur-
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chased on satellite channels are viewed throughout
MENA, forcing broadcasters and major local and
international advertisers to make decisions on the
region as a whole. Constructing a patchwork of inde-
pendent, national JICs and people meter systems will
create a new set of multiple currencies. Unless these
currencies are closely aligned, share common meth-
odologies, and a series of “exchange rates” are estab-
lished, the industry will retain some malignant
features. System unification at this level should be
led by the common denominators in all national
TAMs: advertisers and media agencies. Much like the
effort to establish a common GCC monetary currency,
national ministries should work together with the
goal of establishing a single GCC or MENA ratings
currency. If a common monetary currency can be
pursued, then a common ratings currency should be
within reach.









