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Executive Summary
The purpose of this document is to outline key components and recommendations for a Microsoft consumer-focused, multi-function tablet computer which provides digital print content supported by a mobile advertising platform.
The steps to implementing this vision are:
Adapt the Windows Phone 7 (WP7) OS to a similarly specified chassis with a larger slate PC sized screen
Design and develop an interactive reading experience for digital print: books, newspapers, magazines, comics
Expand Zune marketplace to include digital print through partnerships with publishers
Leverage Bing advertising platform to provide ads for the newspaper & magazine content
Integrate with larger Microsoft product and service ecosystem



Overview
When looking at the products offered by the Entertainment & Devices division there is a gap for a multi-functional, consumer-focused tablet device with an accompanying expansion of the Zune marketplace to include digital print. Previous attempts at a tablet device from Microsoft have focused on the enterprise market with Tablet PC, but that misses a significant opportunity for an integrated, portable device for non-business uses.
From the customer perspective, the “three screens and a cloud” strategy has Mediaroom/Media Center/Xbox for the 10ft experience, Zune/WP7 for the mobile experience and laptops/netbooks running Windows for the cases in between. In the consumer space, customers have shown a preference for “appliance-like” device that integrates content and service. Evidence of this preference can be seen in the success of the iPod/iTunes, Kindle/Amazon bookstore & the Xbox/Xbox Live. In areas such as Windows Mobile consumer success was limited for the lack of content and service integration as well as failure to identify consumer use cases. 
WP7 improves on previous Microsoft mobile solutions through tighter integration with the broader Microsoft product and service ecosystem like the Zune marketplace and Xbox Live.
Microsoft’s consumer three screens and a cloud offering will provide a strong integrated experience, but the laptop/netbook scenario is not at the same level. Ideally the Windows 7 tablet would follow the pattern of the Xbox and Zune with their appliance-like usability to compliment or replace laptops/netbooks in the three screen scenario. The tablet would have a similar store for purchasing and maintaining traditional desktop like applications to improve usability and provide an opportunity for additional revenue streams. 
While the market for a consumer tablet is small to non-existent that is partially a failure of implementation. Current tablets have focused on being an alternative to laptops for work purposes and provide little additional value from touchscreens; the OS shell is not touch friendly, writing with a stylus is slower and developer support has been limited. Tablet PCs are heavily focused on business users rather than bringing an intuitive, touch-based content experience to consumers. Lessons could be learned from the smartphone market. Before the launch of the iPhone, smartphones were a very small percentage of the overall phone market because they only provided niche functionality for enterprise customers. Apple helped articulate how a smartphone is generally useful in everyday activities. The idea of a lifestyle device augmented by applications that provided value for specific types of consumers like travelers, casual gamers, etc. helped transform the potential smartphone market size to a much larger percentage of the overall phone market.
The ideal market for such a tablet is the digital savvy consumer who accesses content on multiple devices while maintaining connection to cloud services & applications. The tablet fills the desire for and integrated media consumption device that just works without the complexities of a traditional laptop, desktop or netbook.   
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With publishers like Time, Condé Nast and the New York Times lining up to make tablet-formatted versions of their print content in an effort to revive the ailing publishing industry, and a host of manufacturers getting on board to turn out the appropriate form factor and functionality, now is the ideal time to take Microsoft’s tablet vision started a decade ago in a new direction.
Additionally, the portability of content across all three screens provides a significant opportunity for an advertising platform to support publishers’ switch to digital distribution. 
Complications
Amazon’s Kindle
The Kindle has been a key driver for recent growth in the e-reader and digital print market.
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Source: Forrester Research, Inc

A Microsoft tablet could provide similar functionality to the Kindle by including a rich reading experience and distributing print content in the Zune marketplace. The lack of print media in the marketplace will become an increasingly larger missed opportunity compounded by Amazon providing free readers on Microsoft platforms to promote content sales. 
The longer-term threat from Amazon is that they expand the functionality of the Kindle to become a multi-function, portable media consumption device. The Kindle currently provides basic functionality for web browsing, playing audio and viewing photos. With Amazon’s previous entry into digital music & video and future advancements in hardware, the Kindle could become a competitor to the Zune or even to laptops / netbooks for consumers that use them mainly for media consumption and browser based activities.
Apple’s iPad
According to In-Stat's report, The Rise of the Internet Tablet[endnoteRef:1], the launch of Apple's iPad will finally ignite demand for tablet computers, and manufacturers will sell 50 million of the devices annually by 2014. The 50-million-unit sales will come in addition to sales of smartphones and netbooks. [1:  The Rise of the Internet Tablet: The Keys to Success -http://www.instat.com/abstract.asp?id=66&SKU=IN1004604WH
] 

Based on that forecast, a Microsoft tablet could potentially sell a similar number which would place it near the top of entertainment device sales relative to the Xbox and Zune. The potential revenue from the tablet is also bolstered by Zune/Xbox marketplace sales of games, media and applications.
The longer-term threat from Apple is that they gain a significant lead in consumer tablet sales that will be costly to overcome later. Additionally as they provide more pieces of the “three screens” there will be a greater pressure of vendor lock-in as consumers switch to an all Apple device ecosystem because of superior integration, ultimately eroding consumer sales of Windows.
Advertising
The portability and content focus of the tablet provides some unique advertising opportunities.  In the short-term as publishers switch to digital distribution, there is an immediate need to replace traditional print advertising. During this transition phase as the publishers choose a platform, it is important that they find one that offers a great media consumption experience as well as the ability to include advertisements. Now is the ideal time for Microsoft to provide both. In search based advertising there is significant competition and it’s difficult to gain market share, but in content based ads on a hardware device there is a large, currently unfulfilled need.
Longer-term, a consumer tablet with access to large amounts of content provides better return on investment for advertisers. The ads will have greater contextual, geographic and demographic relevancy leading to higher premium on ad space.
Recommendations
How will consumers spend idle time? Movies, TV, music, casual gaming and reading. That’s where the tablet can gain ground. The iPod Touch and Zune HD are useful devices with broad functionality, even at home, and could benefit from a larger screen like the tablet for watching videos and browsing the Web. This emerging type of user is the digital savvy consumer.
Some characteristics of the digital savvy consumer: Young, educated, early adopter, entrepreneurial, more likely to be involved in corporate purchasing decisions, active consumers, higher median income, downloader of video/music, watches TV online, heavy online shoppers, slightly heavier radio listeners, more likely to read national newspapers, and more likely to have a longer commute.
The tablet device would replace many of the single function devices used by the digital savvy consumer and provide a casual compliment for their laptops and netbooks.
To meet the needs of the digital savvy consumer, Microsoft should:
Adapt the Windows Phone 7 (WP7) OS to a similarly specified chassis with a larger slate PC sized screen
Design and develop an interactive reading experience for digital print: books, newspapers, magazines, comics
Expand Zune marketplace to include digital print through partnerships with publishers
Leverage Bing advertising platform to provide ads for the newspaper & magazine content
Integrate with larger Microsoft product and service ecosystem
Key Components
Device Hardware Platform
The specifications of WP7 are close to ideal for the tablet device with the exception of the screen size.
For mobile reading, there are two primary types of devices: e-Ink and smartphones. e-Ink provides an exceptional reading experience for print materials due to low power consumption and the lack of backlighting. The problem with e-ink devices are lack of support for color content like magazines & photos and video content which is important for both advertising and delivering a richer content experience. Reading on a smartphone has become more popular with applications like Kindle for the iPhone. The disadvantage of reading on the smartphone is the small screen size.
The Microsoft tablet device should combine aspects of larger, rich media viewing while maintaining the readability of current e-Ink based readers. A similar chassis specification like WP7 will enable better quality consistency across devices and speed time to market. Partnerships from WP7 can be used to distribute and provide connectivity.
Device Software Platform
While standalone e-readers have experienced tremendous growth, long-term consumer preference will be for a multi-function device that handles all types of media, games and social networking. Amazon has shown the beginning of the trend by opening up the Kindle to 3rd party applications to increase its functionality. 
The software on the tablet should provide an appliance-like shell similar to the Zune/WP7 that abstracts the complexities of typical computer usage. 
Microsoft’s strength in development tools is a significant differentiator over other companies’ product offerings. With Silverlight and XNA, developers can build code once that can be reused across all devices in the consumer product spectrum.
Content & Distribution Platform
The central challenge device manufacturers, marketers and publishers face today is making content available where, when and how their end users want to consume it. The tablet device with print content in the marketplace would better fulfill consumer preferences in the three screens strategy than current laptops/netbooks. 
Current e-readers are mostly for books now because of device limitations, but the tablet can provide a better experience for magazines, newspapers, and comics. That can later expand to textbooks for the education market and Office type functionality for the business market.
With Windows Azure in the cloud, three consumer devices running some variant of the Windows operating system, Bings advertising, the marketplaces and Silverlight development tools for media applications, Microsoft can provide an end-to-end solution for manufacturers, marketers and publishers.
Advertising Platform & Influence of the Digital Savvy Consumer
The study titled "Beyond Advertising: Choosing a Strategic Path to the Digital Consumer" developed by IBM Global Business Services’ Media and Entertainment practice indicates that four important trends are emerging: consumer adoption of new distribution formats, a shift in advertising spend, digital migration of platforms and the emergence of new capabilities due to moves by new entrants and existing players.
The study indicates that mass marketing faces many challenges as the audience becomes increasingly harder to target and fund from an integrated marketing perspective. Reaching diverse segments will require niche offerings and contextual search capabilities that are tailored for new platforms, new offerings and by geographic market.
"Media, entertainment and advertising agencies must realize consumers are open to sharing information under the right conditions," said Bill Battino, Managing Partner, Global Communications Sector, IBM Global Business Services, and co-author of the study. "Our research shows consumers are willing to trade knowledge about their usage and preferences for content and associated targeted marketing offers. Companies that excel in permission-based advertising will take share of marketing dollars."
The tablet device would provide a platform for various digital distribution formats. Microsoft could then leverage its Bing advertising network and its capabilities for behavioral, contextual, geographic and demographic relevancy to provide an advertising platform for publishers’ content. 
Additional Platform Integration
One strength of Microsoft is the breadth of its product portfolio. At times that strength is not leveraged by integrating multiple products such the lack of Zune marketplace in current Windows Mobile devices.
The tablet should bring together aspects of Xbox, Windows Live, Zune, Bing, Office, Surface and the development tools.





DEVICE Hardware Platform
Situation
The market for a portable, combined media & gaming experience is growing.  Apple is producing one of the first consumer focused tablet devices to meet this market demand while currently Microsoft has no comparable consumer-focused tablet.

	High-Speed Wireless Internet Enabled Device
Shipments Worldwide, 2009-2013 (millions)
	2009
	2010
	2011
	2012
	2013

	Wireless Pocketable Devices

	3G-enabled Smartphones
	131
	205
	316
	491
	656

	Wireless Multimedia players
	72
	71
	76
	77
	75

	3G-enabled Feature/Basic Phones
	255
	343
	392
	352
	334

	Portable Internet Devices

	Notebook PCs
	131
	152
	183
	218
	247

	Netbooks
	34
	40
	49
	58
	63

	Internet Tablets
	2
	8
	24
	36
	49

	Embedded Devices
	4
	7
	10
	13
	17

	Wireless Stationary Internet Terminals

	Gaming Consoles
	51
	58
	54
	48
	42

	Home Appliances
	6
	9
	12
	16
	20

	Total
	686
	893
	114
	1309
	1503


Source: Morgan Stanley, “The Mobile Internet Report,” December 15, 2009

Complication
The risk is that Apple will open a large lead in this market as they did with the iPhone and it will be increasingly difficult and costly for Microsoft to gain significant share.
While the projected total number of tablets is still low compared to notebook PCs, there is also a possibility that consumer tastes will change and tablets become the leading seller among portable internet devices. Apple’s entrance into the market will only help develop this category similar to how they expanded mass appeal of smartphones with the iPhone. According to analyst estimates collected by Barron’s[endnoteRef:2], Apple is expected to sell between 1 to 6 million in the first year. [2:  Apple: Analysts Love The iPad -  http://blogs.barrons.com/techtraderdaily/2010/01/28/apple-analysts-love-the-ipad/] 

Device Hardware Platform Recommendations
Microsoft should provide a tablet chassis specification to OEMs with standardized components while developing the drivers similar to WP7. Using the same components as WP7 reduces the engineering effort required by Microsoft and OEMs to bring the device to market and improves overall stability of the platform.
Specifications
GPS
3G radio
FM radio
Wi-Fi (802.11b/g/n)
Accelerometer
Light Sensor
10.1” – 12.1” display, capacitive multi-touch
8 hrs battery life
Nvidia Tegra capable of HD video (720p)
1280x720 or 1366x768
Front facing video camera
The initial pricing for the tablet should be competitive to Apple’s, $499 for the lower-end model.
Key Components
Network Connectivity
The most important aspect of the tablet device is that it should be able to maintain connectivity at all times to receive content updates and allow for dynamic advertising opportunities. Therefore it should include a 3G connection as well as Wi-Fi. The device could be sold through carriers like phones or sold separately with 3G capabilities built-in.
Multi-touch, HD Capable Display
A multi-touch display is crucial to provide an intuitive, natural user interface. Keyboards and stylus support, while optional should not be required to use the device. The higher resolution is necessary for an optimal media viewing experience, gaming and rich, interactive advertising.
Opportunities to Differentiate
Pixel Qi Display
For a device primarily focused on reading, the Pixel Qi screen offers a combination of LCD and e-Ink displays. The reflective mode of the screen is similar to an e-Ink display, easily readable in sunlight and low power consumption. In LCD mode it uses only ¼ to ½ the power of a regular LCD.
RFID
Microsoft Surface provides excellent touch capabilities, but its object recognition adds a new dimension to typical user experiences. The tablet could use RFID for similar object recognition on a capacitive screen.

DEVICE SOFTWARE Platform
With the launch of the iPad, Apple has designed a device that is a hybrid between a smartphone and a netbook, focused on heavy content consumers. The software is integrated with their marketplace to provide all types of content from print to video, games and applications.
Complications
With the iPad and increasing functionality of devices like the Kindle, the threat to Microsoft is that the average consumer’s computer needs, email, web browsing, media browsing and social networking, will be met or simplified – eliminating the need for a traditional PC. 
Device Software Platform Recommendations
The tablet should have a user interface and experience similar to the Zune/WP7, but adapted to the larger screen size. The software focus should be on an intuitive, multi-touch experience that simplifies using a computer.
Key Components
Multi-functional
As a replacement for e-readers, the tablet should provide functionality of portable media players to increase general usefulness. 
App Store
On current Windows based PCs, purchasing, installing and updating applications is a cumbersome process. Applications have multiple steps to install, must be purchased from different locations, updated independently or not at all and are removed in different manner than installing. This is more complicated for users and causes stability problems when applications can be loaded without some central, verified repository.
Additionally an app store on the tablet allows Microsoft to capture revenue streams from application sales otherwise missed.
Reader Experience
As publisher’s switch to digital distribution, they will have to quickly get past the current stage of delivering a digital reproduction that offers little or no additional value or that may even be missing some elements of the print product. It will be difficult to convince consumers to pay the same for a digital version that is something less than the physical version.
Touch
Products like Microsoft Surface have shown the type of next generation user interfaces that are capable with a fully multi-touch system. An intuitive multi- touch, gesture based UI should adapt to the characteristics of each media type rather than mimicking a point and click mouse interface with larger, touchable buttons. 
Opportunities to Differentiate
Xbox Mobile
With its larger screen size and higher capabilities than WP7, the tablet could function as a portable version of the Xbox; the screen size and resolution would be close to replicating the console experience. A virtual controller could be added to the screen like a touch keyboard enabling current Xbox arcade games to run more or less unchanged from the console ones.
Reader Application
Current e-readers offer a poor reproduction of magazine and newspaper content and most don’t handle textbooks, business documents or comics. With Silverlight as a development platform, digital magazines could be fully interactive with multiple photos, video, zooming, interactive commenting and sharing of articles, browsing the library could be more interactive than simply viewing a list of files. 
Examples:
As a user browses through a library of magazines, they see a preview of the cover or table of contents. Drilling into a magazine would bring up a list or articles with ratings submitted by other users or an indication of which articles were “favorited” by friends.
Similar to accelerators in IE8, users can press and hold on a word in the reader and lookup the meaning or search on Bing or Wikipedia
Partnering with Marvel or DC to provide digital comics. Clicking on a character could bring up their bio or previous issues referenced are actually links to those issues.
Tablet as Windows 7 Home
The tablet could be an opportunity to design a true “Home” version of Windows; one that is significantly different from the other versions. With the tablet device and its consumer focus, Microsoft could create a version of the OS that is designed for the at Home lifestyle similar to how WP7 was resigned from Windows Mobile with a consumer focus.
In the way that the Zune/WP7 are designed for excellent experiences in communication and portable media, the tablet should provide a streamlined experience for the most common laptop uses and remove the complexities of typical desktop operating systems. 
Examples:
Eliminating the file explorer and focusing more on the Library concept of windows
Automatically synchronizing with Live mesh to eliminate backup needs and make content available across all thee screens
Automatically configuring common services based on Live Id
Simplifying application purchasing, installation, updating & removal through an app store
Eliminate concept of user account types or the need to install virus scanners; Security should be the baseline without user configuration
CONTENT & Distribution PlatforM
Situation
Currently the Zune marketplace provides videos and music and the Xbox marketplace provides games. With WP7, those marketplaces will be combined for the phone experience. The one major content area lacking is digital print. According to the Association of American Publishers, eBook sales since June have gone up 149% for the year and the industry now generates $14 million in sales every month. For 2010, Forrester projects e-Reader device sales of up to 10 million units.
Amazon's CEO Jeff Bezos pointed out in an interview with the New York Times that whenever Amazon offers both a Kindle and paper version of a book, 48% of total sales now come from the digital Kindle edition. In May, this number was 35%.
With publishers struggling to provide a digital alternative to the declining print market, there is a significant opportunity for Microsoft to provide a platform for that content. 
Complications
With the launch of the iPad, Apple will provide a content store for books, magazines and newspapers which increases the overall consumer appeal of their ecosystem.
Additionally, Amazon provides a Kindle application on PCs and the iPhone. Most likely they will build a WP7 application similar to the iPhone. The challenge that Amazon presents is they are providing an application for free that Apple is actually paying to host and distribute, but the application is just displaying content purchased through Amazon. If this happens on WP7, Microsoft will be paying to distribute the application while Amazon earns revenue for content viewable on the phone. 
Currently Amazon charges around $9.99 per book, $2.99 per magazine per month and $10.99 per newspaper per month. For newspapers, the publisher is receiving 70% of the subscription. As print newspapers & magazines continue to decline, they will increasingly turn to Apple and Amazon to distribute their content digitally if Microsoft does not provide an option.
Content Platform Recommendations
Microsoft should expand the marketplace to include digital print media, magazines, books and newspapers, to capture future revenue streams from that market. The content should be displayed in a reader application that adapts to the unique characteristics of each print content type to appeal to publisher’s needs. With Apple and Amazon demanding at least 30% of content sales, there is an opportunity for Microsoft to gain market share by offering publishers more attractive revenue sharing, better advertising options or shared access to subscriber information.
Key Components
Advertising
Advertising is a key component of the revenue model for newspaper and magazine publishers. For example, A typical newspaper earns about 75% of its revenue from advertisements. Content length is often determined by ad inventory. In the short term, publishers need to get to a break-even point, with subscription revenue and lower printing costs offsetting lost ad revenue from print, but long term success of a content platform depends on advertising opportunities.
Combine Best Aspects of Print and Online
Some readers prefer reading on the web while others read primarily print newspapers and magazines. The ideal scenario is to provide a content experience that combines the best of both - dynamic content and multi-media from online editions with the familiar layout of traditional print. Current digital editions on e-readers tend to combine the worst of both – gray scale screens with poor image resolution which is less appealing to advertisers requiring higher subscription prices. A quick reading of reviews on Amazon.com for magazines and newspapers shows an overall dissatisfaction with current digital subscriptions and an opportunity to gain customers through an improved experience.
Portability
The portability of content from device to device represents the future of media consumption. Consumers increasingly are consuming media in various locations across devices and the content platform needs to adapt quickly to changing customer preferences.
Subscriber Information
Shared access to subscriber information is a key point that Amazon & Apple have been reluctant to address. An article from the Financial Times reported:
Apple's practice of sharing with its partners little consumer data beyond sales volume is a problem. "Is it a dealbreaker? It's pretty damn close," said one senior media executive of a US metropolitan daily newspaper.

Publishers have spent decades collecting information about subscribers that influence marketing plans and, in some cases, the content of the publication itself. Apple's policy would separate them from their most valuable asset, publishing executives said. "We must keep the relationship with our readers," says Sara Öhrvall, senior vice-president of research at Swedish publisher Bonnier . "That's the only way to make a good magazine."

Opportunities to Differentiate
Content Portability
With a content platform for media, Microsoft can enable digital print portability across devices – tablet, WP7, & Silverlight desktop reader in accordance with the “three screens and a cloud strategy.”
Content Cloud
Publishers like the Tribune, New York Times, etc. have enormous content storage and distribution needs. A Microsoft content store can help with some of the distribution requirements. Additionally the distribution system could be integrated into a content platform on Windows Azure; Publishers could host content for websites and other distribution mechanisms on Azure and the Microsoft content marketplace could pull content from there to send to devices.
Benefits:
Increased adoption of the Windows Azure platform by large content publishers which presents better revenue opportunities.
Hyper-local News
As newspaper publishers have faced difficult financial situations, there is a void in the quality and amount of news at the community level. With all digital print content, it becomes easier to provide personalized editions of the paper focused on a specific location. Content can even be bundled from several different sources into one local edition. Additionally, content from the MSNBC owned EveryBlock can further augment the local content.  
Benefits:
Hyper-local news provides a mechanism to easily distribute highly targeted ads

Social Recommendations
Currently applications, games and content are organized by category or popularity. An opportunity to differentiate and improve the experience for customers is to present recommendations based on ratings from people in the customer’s social network.
Example Scenarios:
A user’s identity on the device is tied to his/her Live.com profile or other social network. As his/her friends purchase and rate content, a list of recommended content for him/her is generated.
Benefits:
Recommendations, particularly from others in a customer’s social network drive additional content sales.

Micro-transactions
Current digital magazine and newspaper subscriptions are primarily focused on delivering an entire issue. A new approach would be to allow users to pay a lower fee for sections or even individual articles.
Example Scenario:
A reader chooses to subscribe to the news section of the New York Times, the sports section of the Chicago Tribune and the financial section of the Wall Street Journal for combined price equivalent of one paper’s subscription fee.
Benefits:
Greater flexibility in choice improves the chances that readers will subscribe to any content and also improves the attractiveness of the platform to consumers.
Simplifies payment for readers as opposed to multiple sites with separate pay-walls.

Smarter Ratings
In the majority of content store models, ratings are dependent on the users supplying that information. The problem with this model is that ratings are skewed by several factors including self-selection bias, post-purchase rationalization and choice-supportive bias. A better mechanism for rating would be to factor in usage statistics. 
Example Scenario:
Several dozen users download an application, use it regularly for a long period of time but never submit a review. A few users with bad experiences rate the product low. The smarter rating system would balance out its overall rating by including the usage patterns of those that did not submit a review. 
Benefits:
Improves the shopping experience for users making it easier to find more content to purchase.



ADVERTISING Platform
While the tablet provides a unique platform for advertising, because it’s personal, portable and actionable, some of these concepts can be extended to Windows Phone 7 and other mobile devices.
Situation
Mobile devices such as smartphones and e-readers are growing rapidly as a means for people to consume content. The tablet device would be an additional, richer platform for mobile advertising.
While many marketers have been reluctant to embrace a channel that lacks proven use cases, an increasing number have begun to realize the “additive effect” of mobile on their other advertising and marketing efforts. 

Notes: includes display, search and messaging advertising
Source: eMarketer, September 2009

Also, given the explosive growth in online and digital media formats, and the decline in traditional advertising (such as print, TV and radio), content providers need to adapt to the next generation of digital formats. The Kindle, Sony readers and the iPad mobile devices currently have no opportunities for publishers to insert advertisements. There is a significant opportunity to provide a platform for advertising alongside digital print content as publishers seek to go digital yet need to maintain current ad revenue streams.
The tablet and its media content could combine aspects of search, TV, print and social networking advertising.
Search
Search ads provide a cost effective way to means to advertise along content. The disadvantages are the ads aren’t always contextually relevant because of keyword matching and there is limited space to create an engaging offer or differentiate a brand. 
Social Networking
Social networking advertising is great for its demographic targeting, but on sites like Facebook it’s often ineffective due to the lack of contextual relevance.
TV / Print
Both TV and print ads can have strong contextual relevance alongside content, but the problem is a limited direct link to action and difficulty is measuring effectiveness compared to search or social networking ads.
Complication
Advertisers must deliver consumer-centric marketing -- which involves combining more granular targeting and measurement with cross-platform integration -- in order to be successful and meet the growing digital demands of consumers. Granularity is the basis for ROI driven advertising -- which implies the ability to micro-target and interact with desired consumers while measuring response and impact. Integration enables the delivery of messaging to consumers in compelling, innovative ways across platforms, and tightly coupled with the emotionality, sensitivity, pace and genre of the content within which it is placed.
According to the study, "Beyond Advertising: Choosing a Strategic Path to the Digital Consumer" by IBM Global Business Services’ Media and Entertainment practice,  today's suppliers (agencies, content networks and distributors) are not ready to meet the demands of the digital consumer and advertiser. Eighty percent of advertising industry participants interviewed for the study expect the industry to be at least five years away from being able to deliver true cross-platform advertising (including sales, delivery, measurement and analysis).
In the mobile content space there have been some recent acquisitions. Apple purchased Quattro Wireless and has advised developers not to use location for advertising purposes. The logical conclusion is that Apple will provide mobile advertising capabilities to publishers for print content or application/game developers for ad-supported free games. Google also purchased AdMob which they could similarly leverage across their mobile Android and Chrome OS tablet platforms.
Specifically for print content, Skiff is launching an e-reader with an ad platform to support publishers’ needs to ease the transition to digital distribution.

Advertising Platform Recommendations
The tablet device should allow developers and publishers to integrate advertising into content, application and games. The ads can be more effective by combining contextual, behavioral, geographic and demographic information with the Bing advertising platform. The ads can become more engaging and actionable through the Silverlight development platform on the tablet.
Key Components
Demographically Relevant
Research shows consumers are willing to trade knowledge about their usage and preferences for content and associated targeted marketing offers. Companies that excel in permission-based advertising will take share of marketing dollars. The tablet should maintain some connection to the user’s social networking profile and with permission, use selected data to target better ads.
Contextually Relevant
Contextual advertising and the tablet are a perfect match because they are both centered around dynamic content and information. As users are reading an article, the ad will match the context rather than inferring like keyword search advertising.
Behaviorally Relevant
Growth for behaviorally targeted advertising outperformed the entire display ad bucket in 2008 and 2009. This trend will continue into 2010 and beyond, with increases in behaviorally targeted ad spending topping out at 25.9% in 2012. A media consumption device like the table provides a larger set of data around viewing habits to better target ads.
Geographically Relevant
Location-awareness provides a key component to advertising effectiveness. Typically online ads are targeted to a region or in the best case, a city. The local advertising is still largely underserved, but growing. With the demise of local print content, the revenue from local advertising will continue to move online. The biggest near-term opportunities will come from location-aware applications, services and local offers, which provide value in the form of contextual relevance and which are increasingly popular among mobile users.


Source: eMarketer

Peter Krasilovsky, a program director at the Kelsey Group, which studies local media, said many small businesses have never advertised outside the local Yellow Pages and are an untapped online ad market whose worth his firm expects to double to $32 billion by 2013.
Engaging not Distracting
With a touchable, high quality display and an interactive media platform like Silverlight, advertisers have the opportunity to create a richer ad experience that has a clearer click to action. Hulu has been successful in shorter, engaging ads that lead to action alongside traditional TV content.
Opportunities to Differentiate
Demographic Focus
Marketing data is fragmented, clearer pictures. Someone downloads 3 fitness apps, profile female, can target ad for Nike women’s shoes
Hyperlocal Ads
Hyperlocal means that ads can be targeted on a mobile device such as the tablet via the GPS/WiFi/Cell to very specific radius, 1-2 blocks. These location-aware ads are updated dynamically as the reader moves around.
Example Scenarios:
A user is reading a digital newspaper on the tablet device while commuting via train to work. As the train approaches the station, the ad on the page dynamically updates to display an offer for 50% off any food item with the purchase of a beverage at an independent coffee shop outside the train station. The reader presents the ad in the store and the sales associated scans it during checkout.
Benefits:
Since offers can be targeted to readers within a few blocks of a venue, the likelihood of the reader taking action increases. This effectiveness improves the ROI for the advertiser and therefore the cost that Microsoft can charge for the ad unit.
Hyper-local ads provide an opportunity for smaller, local businesses to purchase ads that they otherwise wouldn’t due to the lack of impact. This increase of market appeal for advertisers will lead to an overall increase in ad revenue.  
In the coffee store scenario, the offer provided was geographically relevant, contextually relevant (morning commuters need coffee) and helpful to the reader which increases the chance they will pay attention to future ads. 
Scanning the ad provides a feedback loop to better measure effectiveness which is valuable to both the advertiser and Microsoft for determining ad rates.
 
Mobile Payments
Actionable offers such as coupons or promotions on the tablet could use Bing Cashback for in-store purchases. Ideally the device would be capable of actually making payments like a credit card or could be used to accept payment like Square.
Benefits:
Completes feedback loop for advertisers
Revenue from transactions

Rich, Interactive Advertising
With local papers on the decline, there will be fewer opportunities to place the full-color inserts. These inserts are popular with readers and many readers request to receive them even after canceling their subscription. The tablet device can provide a platform for combining the rich, visual appeal of those weekly inserts combined with the interactivity of online ads.
Example:
A typical flyer for a company like Best Buy is a collection of single product images and prices. The interactive flyer could offer multiple product photos, expanded details, reviews, video etc making it more similar to an online experience.
In-game Advertising
In-game advertising is a rapidly growing market; Microsoft could combine the gaming experience of the Xbox and allow developers to integrate ads from Bing.

Note: includes static ads, dynamic ads, product placements, excludes adverames 
Source: eMarketer
Examples: 
Virtual world type games like Grand Theft Auto could integrate typical display type ads into billboards in the game or radio ads into the driving experience
Integrating ads into casual games to enable developers to offer free versions
Benefits:
Simplified access to advertisement opportunities for game developers leading to broader reach of Bing ads
Increases developer interest in tablet platform; Even free games would allow Microsoft to collect revenue from the included advertisements





Additional Platform Integration
Microsoft has an enormous product line. The benefits to consumers come from integrating aspects of those products into the tablet. Live.com, Xbox, Bing, Media Center integration should be seamless with added functionality “lighting up” as users add more Microsoft products or services.  
Opportunities to Differentiate
Streaming from Xbox Media Center
The tablet device should be able to act as extender for Windows Media Center to enable streaming of music, movies, TV shows etc.
Benefits:
Further integration among products adds value for consumers who chose an all Microsoft ecosystem

Social Networking
The device should act as a hub for your online identity: integrating social networking feeds from contacts, updating multiple social networking sites simultaneously, managing photos from Flickr, Facebook and Live.com, synching stored files to Live Mesh for access anywhere, and a providing a streamlined blogging client.
Examples:
When a user first starts up the tablet, it asks for a Live Id. Entering that automatically sets up email, calendar, social networking features, blogging client, status updating, photo uploading, cloud file storage, etc. Users can also login to a different tablet and all the settings and data are available from the cloud services.
Benefits:
Increase consumer awareness and adoption of Live.com services
Expanding Xbox Live Achievements to Non-Gaming Activities
Currently Xbox Live provides an architecture for developers to award players with achievements based on actions performed in-game. Achievements were a key differentiator for the Xbox. In non-gaming applications such as Foursquare, achievements have been shown to increase long-term application usage. Potentially the Live platform could be expanded to allow achievements for non-gaming activities and available to any application developer, extending the Live brand to a far larger audience.
Example Scenarios:
A consumer purchases 5 science fiction novels from the marketplace and finishes them in the reader application. Each book finished is logged into an activity feed and he/she receive the “Hugo Award” achievement which is shown is listed in his/her achievement log.
An application developer would like to provide “badges” similar to Foursquare in their application. They use the Live framework to provide achievements for activities such as checking-in at venues, writing reviews or anything to increase long-term application usage. The achievements can then be shared across all screens where the application is available on the Microsoft platform.
Benefits:
Achievements create stickiness for the service and encourage consumers to stick with the platform rather than alternative platforms and content stores.
A hosted framework like Live achievements creates an opportunity for application developers to provide that functionality quickly, improving time to market which ultimately encourages them to build on the Microsoft platform.
The achievement system also differentiates applications on the Microsoft platform which can drive device sales as well as raise the average price charged per application.
Data collected from the nature of the achievements such as checking-in at venues provides valuable consumer data that can be used to strengthen other products and services like Bing Local Search. 
Rewards through Affiliate Link in Live Activity Feed
Many services produce a feed of user reviews or content purchased. Rather than just linking to the content, Microsoft could provide an identifier so the user sharing the link receives a portion of the sale from the content store – possibly in a form of Bing cashback
Example Scenarios:
A user purchases a book in the content store, reads it and rates it 5 stars. The activity is recorded in the Live Activity Feed and optionally in other social networks. A second user clicks on the review link and clicks to purchase the book.
Benefits:
Promoting content related achievements in an activity feed on Live.com or other social networks / micro-blogging advertises that content to others in the social graph and provides simple click-to-purchase functionality for increasing sales.
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