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Digital and mobile 
drive growth
In the third of a series of media and entertainment sector updates,  BTG 
Global Advisory examines how digital and mobile platforms bring new 
opportunities for content and app delivery, enabling media businesses to 
expand their offerings and reach new audiences across the globe. 

For the media and entertainment industries, this has been a year  
of innovation and transformation, but, above all, of virtually 
unprecedented challenges. Social media has continued its 
expansion and penetration, setting the creative and social agenda 
and driving advertising and revenue generation as constantly 
expanding resources are devoted to new applications and 
delivery vehicles. However, major considerations include data 
security and political risk, and ever-increasing regulation has 
slowed down deal volume. 

Data Security and Political Risk
At the same time, ever more sophisticated thefts by hackers and 
malevolent attacks by terrorists have succeeded in raising threat 
levels, as well as overhead devoted to protection by many large cap 
giants. Keeping content, brands and people secure has become a 
critical focus of attention for top executives at a broadening range of 
companies across the industry – and it is expensive. 

The numbers of attacks with losses in excess of $20m nearly 
doubled over a year earlier. Theft of content and contacts are 
becoming all but equally pervasive. Securing data is a huge 
risk/cost for all businesses. For well capitalised corporates, 
this investment is ongoing; however, SMEs may find it tough 
to compete in this environment. Reinvestment in fast-moving 
technology is a high cost for SMEs and this is likely to create 
opportunities for private equity investors.

“We are doing a number of different things to protect what 
happens if someone gets in,” says Warner Brothers studio chief 
Kevin Tsujihara, adding at the Re/code conference that the 
“international piece of our industry has grown dramatically” so that 
some sensitivity toward these diverse audiences “is something 
we need to take into consideration”. Still, for other media, 
demands for political correctness raise the spectre of censorship, 
particularly in the wake of the Charlie Hebdo attack in Paris. 

Market Expansion and Major Deals
Global demographic trends, especially the development of a 
vibrant middle class, bring increasing opportunities for growth 
on top and bottom lines among the connected consumer. For 
example, in India, more people have begun buying their own 
newspaper rather than sharing one.

The value of mergers and acquisitions in media and entertainment 
surged more than 90% – driven by several large combinations, 
including Publicis Groupe SA’s takeover of Sapient Corp., 
Centerbridge Partners purchase of IPC Systems from Silver Lake 
Partners, AT&T’s takeover of DIRECTV, and Facebook’s purchase 
of WhatsApp. Still, the pace, especially of large deals, slowed in 
the second half year as restructuring appeared to face ever-
higher regulatory hurdles. The much anticipated Comcast-Time 
Warner combination is still languishing a year later. Traditional 
media outlets continue to downsize, while new arrivals suggest 
new opportunities. In 2014, in North America alone, some 99 
magazines folded, while 190 new magazines were launched. 
Sony announced it was spinning off its A/V business, and Barnes 
& Noble decided to keep Nook, while spinning off its profitable 
college bookstores unit. At the same time, BT raised £1bn to fund 
its £12.5bn takeover of mobile operator EE, placing 222 million 
shares through JPMorgan, Merrill Lynch and Goldman Sachs.

Turning free into paid as the model for the Internet began to gain 
acceptance at the very moment Net Neutrality arrived in the United 
States – a development that has a number of other countries 
examining just how that might work in their markets and affect their 
ability to service the vast consumer media market. Overhanging 
the action by the U.S. Federal Communications Commission 
(FCC) is the question whether the commission’s vote to open the 
Internet equally to all will withstand anticipated court challenges or 
whether it will even outlast the Obama administration, particularly 
if a Republican is elected to the White House next year.
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Still, the cable television industry sees the new neutrality regime 
as a serious threat to its ability to maintain a rate structure that 
will allow it to continue to expand its build-out of networks and 
replacement of antiquated copper wire delivery by fibre optic 
cable to the doorstep. Meanwhile, an FCC spokeswoman told 
Variety that the new rules include price regulation, noting that 
mobile voice services have been classified as Title II services for 
two decades without regulators imposing price limits. 

The biggest sub-sector growth was in the digital advertising and 
broadband space, each registering double-digit percentage gains – 
a tribute to the rapid growth in handheld and portable devices and 
their broadening sophistication and acceptance. Not surprisingly, 
print was the weakest sub-sector with accelerating declines in 
both consumer magazines and newspapers. Regionally, Latin 
America and Asia/Pacific were the fastest growing with Europe/
Mideast the weakest and Western Europe posting by the far the 
slowest growth. Digital advertising is projected to account for half 
all advertising spending in the UK this year – the first time the 50% 
threshold has been passed – with a projected £15.8bn, or 5.5% 
growth over last year in total advertising, with nearly £8bn spent on 
digital adverts including search engines, mobile apps, newspaper 
websites and VOD services.

Digital Media Drives Growth
The fastest market growth is being exhibited by interactive and 
dynamic platforms. Although that is partly a function of the 
small starting size of these sub-sectors, still they are beginning 
to reach a scale that moves the needle in more traditional and 
mature segments. Global media spending has passed the $1.65 
trillion mark and is expected to exceed $2 trillion within three 
years. Digital ad spending has already reached 28% of this total, 
while mobile ad spending has reached 10% of that figure and is 
rising steadily. Still, the growth in global spending on media and 
entertainment has lagged global GDP growth.

Global app downloads were up 50% in 2014 and are expected 
to more than double in the next two years, though traditional 
newspapers, magazines and commercial directories continue  
to struggle. Customised solutions are becoming ever more 
central to the media and entertainment mix in an effort to directly 
reach key market and demographic segments. And the bulk 
of revenue growth – at least two-thirds in both consumer and 
advertising spending (with ad spends following the consumer) – 
is shifting toward digital. 

Geographical growth has been most pronounced in emerging, 
fast-growth economies. China continues to narrow its gap with 
the United States, which still holds the number one spot as the 
top world media and entertainment market. The other biggest 
global growth opportunities are India, Russia and South Africa. 
Of particular importance is the emergence of a vital middle class 
– especially in China where last year more than 20 million people 
are estimated to have made the leap from subsistence, barter-
economy life into a burgeoning monetised middle class with the 
first vestiges of disposable, discretionary income to spend on 
entertainment and media. This trend is expected to accelerate, 
even with the slowdown of GDP growth in China. Targeting these 
newly emerging populations in Asia, Africa and the Middle East 
with appealing offerings will be a major challenge for the future. 
Moreover, currency swings have been making profit predictions 
increasingly challenging, especially as the dollar continues to 
surge and currencies like the euro and the rouble continue to 
plummet in value. 

Tablet ownership continues to grow as a major driver of digital 
revenue – more than doubling from 2013 to 2015. Creative 
industries will be worth some £76.9bn this year to the UK 
economy, or £8.8m per hour, and account for nearly two million 
jobs – all abetted by growing tax relief. Already, the UK leads 
the world in digital advertising, which overall accounts for half of 
all ad spending in the UK in the past year, the first time the 50% 
threshold has been crossed. 

Social, Interactive and On-demand
This year is a time of enormous challenges that promise to lead 
to even larger opportunities. Rapidly changing consumption 
habits are being driven by new technology and delivery  
systems – especially online and on ever newer, faster and  
more accommodative devices. The challenge is to optimise 
these new delivery systems into development of new and more 
dedicated consumers. Powerful retention strategies are  
essential to the process.

Segmenting the digital experience is also central to building 
consumption in new demographics. Reaching the market that 
includes Twitter users with 100,000+ followers is a central 
element of high-end marketing plans. Often called the super-
fan, these individuals, each with huge followings of their own, 
are potentially enormous product marketing channels as well as 
sources for new trends and consumers themselves and need 
to be treated specially – offered incentives for their insights and 
access to their followers.
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Are Wearables Another Game Changer?
The arrival of the Apple Watch and other sub-phone-size 
screens brings new challenges for delivery of content and apps. 

Coupled with a growing paranoia over sharing personal 
information in the wake of widespread hack attacks, there 
are new opportunities for totally secure digital wallets with 
fingerprint, facial recognition software and one-time, point-of-
sale coding. 

All-you-can-read, hear or view subscription services are poised 
to take off and could be transformative as Apple enters the field 
to compete with the likes of Spotify. Other combinations are each 
day promising to revolutionise the media landscape. So, HBO 
moves toward a combination with Vice Media to deliver real-time 
streaming news in competition with a host of old-line giants, from 
CNN to Bloomberg to Fox to MSNBC and CNBC. At the same 
time, Apple moves ever closer to HBO in an effort to bulk up its 
video offerings from AppleTV.

So increasingly, the newest opportunities for innovation and 
customer interaction are likely to be equity combinations or 
marketing partnerships between hardware developers and 
manufacturers and software, entertainment and media producers. 

As for mobile media, increasingly, dynamic interactive platforms 
lead to more people watching mobile media than conventional 
TV in North America for the first time. The concept of the second 
screen becomes increasingly important as 55% of consumers 
use a mobile device while watching television, while more than 
half of these are using it to consume content related to the 
particular television show being screened.

The challenges of free-versus-paid – especially in the music 
space – are finally being surmounted with paid subscription 
streaming sites and targeted apps reaching directly to (paying) 
consumers. BandApp and its ilk are allowing performers and 
producers to upload directly from the likes of SoundCloud to 
their paying fans who are able to access new tracks often on the 
same day they come out of the studio. At the same time, some 
telecom operators are moving toward offering bundles of such 
paid apps to their subs.

Geographically, the challenges include transitioning consumer 
targets from slow-growth larger economies to fast-growth 
developing nations, especially India, which is emerging as the 
new China, and whose population is likely to pass China as the 
world’s most populous nation within the next decade. 

Search becomes increasingly central to the online media and 
entertainment experience. Some 60% of western consumers 
seek content recommendations online. Throughout, however, 
the focus is on metrics. Long-standing numbers like ratings, 
circulation and subscribers are being pre-empted by digital 
metrics that are not only real-time, but that can be deeply, even 
individually targeted with respect to geography, demographics 
and income levels as well as special interests. With Google 
one of the early pioneers, the web has now effectively shifted 
dramatically from charging for size (page views) to the actions of 
users (clicks and purchases). 

Attracting key skills and individuals with targeted skill sets 
becomes ever more difficult with industry fragmentation. 
Choosing metrics for performance of individuals – pre-hiring 
scans as well as on-the-job accomplishments – is also of vital 
importance in determining the nature of hires and compensation.

Mobile Overtakes Television
Americans now spend 151 minutes a day on smartphones 
vs 147 in front of their televisions, according to a study from 
brand strategists Millward Brown – the first time television has 
been outpaced by digital video. Still, US smartphone users are 
outpaced by their Chinese counterparts who now spend 170 
minutes a day on smartphones – twice the time they spend in 
front of their televisions. 
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Time Spent on Media and Communications 
Activity in UK

According to Ofcom, the average UK adult spends more time 
using media or communications (8 hours 41 minutes) than 
they do sleeping (8 hours 21 minutes – the UK average).

Since then, we’re better connected through superfast 
broadband and 4G mobile, and communicating on the move.

Total use of media and communications averaged over 11 
hours per day in 2014. This is an increase of more than two 
hours since Ofcom conducted similar research in 2010.

Among the adult population, the 16–24 age group spend  
the most time on media and communications, cramming over 
14 hours of activity into 9 hours 8 minutes each day by using 
different media and devices simultaneously.
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