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The opportunity

With the high amounts of clutter in television advertising, the proportion of people who read going down and the consumers becoming smarter and skeptical by the day, marketers have been searching for a new advertising medium to deliver ads more effectively. Movie placements and the Internet have been tried and are making their mark in the industry. But the new media channel that is taking the industry by storm is in-game advertising.

Given that the video gaming industry has grown exponentially, in-game advertising provides a highly effective platform for marketers to place ads. According to a report released by the Boston based technology research and consulting firm Yankee Group, there are 132 million gamers in the United States, who are 13 years and older and this number is growing each day1. These consumers have the combined spending power of approximately $7.4 billion annually. No doubt that it is expected that marketers will triple their ad spends on this new media channel by 2008 and that the in-game advertising market will explode to a whooping $733 million by 2010. 

The exponential growth of in-game advertising has been heavily influenced by the release of next-generation gaming consoles that are developed to do almost everything that a PC can do. These next-generation gaming consoles support internet connectivity and can download full video games from the Internet. 

The debate

Advertising in video games, popularly known as in-game advertising, has gained significant ground only after 2005. Given that in-game advertising is new to marketers, there has been a constant debate about its effectiveness and feasibility. While some people feel that the reach of this medium is limited and will never attain that of television, print or Internet, there are others that feel that its inability to measure return on investment is the main cause of holding back marketers who would otherwise like to dapple with it. 

But the existing technology that makes it possible to track ad impressions and relevant ad data in video games has transformed skeptics, who are also reconsidering the new-age medium. The technology behind the next generation gaming consoles allows real-time ad delivery onto video games using the Internet. This is known as dynamic in-game advertising and it provides the flexibility to serve ads after the release of the video game. It also allows the marketer to control the number of impressions that are delivered thereby reducing the outlays by paying on the basis of cost per impression (CPI). In some cases it even allows these advertisements to be strategically delivered to select video gamers based on demographic variables like geography, age, location and gender. Early adopters like Coca Cola, Daimler Chrysler, Honda and T-mobile have already adopted this medium and are fast reaping the benefits of dynamic in-game advertising. 

Dynamic in-game advertising does come with its limitations and elaborate advertisements might not be suitable or possible through this technique. For more complex, contextual and meaningful in-game ad integrations, static in-game advertising is used. Static in-game advertisements are those that are integrated in the video game before the game is published. The marketer typically collaborates with the video game development team to carefully integrate the ads around the storyline of the game. These ads can be deeply woven into the video game plot and environment. Since this type of ad is linked to the storyline of the game, it tends to be more relevant and effective. However, when using static in-game advertising, the marketer needs to estimate the ad exposure based on the number of video game units that are expected to be sold even before the release of the game.
Proponents of in-game advertising believe that this media channel provides a superior advertising platform that is interactive and engaging. It allows the brand to showcase within a relevant and contextual setting wherein the player can actually participate by taking decisions and actions around the brand. But they also believe that there are rules to creating an effective in-game advertisement. 

The rules of the game

It should be kept in mind that the consumers play video games for enjoyment and fun and not to view ads. And therefore, it is essential the final video game product is:

· Fun to play

· Neither too easy nor too difficult to master

· Have replay value

The placement of the advertisement should be such that it is contextual in nature and fits in well with the overall theme of the video game. Consumers tend to get annoyed by anachronisms like a KFC ad in a video game set in the medieval times. However, if the storyline of the video game pertains to modern life in New York City, then the placement of such brands becomes more relevant and meaningful. In addition, the number of ads in a video game should be limited depending on the video game title itself and should never degrade the quality of the game.

The level of difficulty of a video game and the general theme of its plot need to be kept in mind while choosing the right game for the brand. Difficult to play games may not be a good choice for a brand targeting kids. Similarly, a game that includes gory combat scenes may not be apt for a healthy food product. On the contrary a romantic ‘save the princess’ theme may be extremely apt for those marketing deodorants or lifestyle products to teenagers. The rule of thumb is to choose a game that has a target audience that is demographically similar to the target audience of the brand. This is of utmost importance in certain countries like the United States where there are legal restrictions on advertising certain products to minors. 

The various options

Advertising in video games need not be limited to placing ads in the primary screen of the video game. Ads can be integrated in other areas of the video game that include intermediary screens, control interface, score panel and dialogue boxes. This type of ad placement is called around-game advertising. Another technique is out-of-game advertising where the advertising is exposed using external assets of a video game production like the instruction manual, video game retail box or promotional material and events.
Marketers can choose from various in-game advertising platforms that are available for branding and advertisements. The main in-game advertising platforms are:

· Traditional video games that are developed as stand alone games and are not conceived with the goal of generating revenue through advertisements. Any advertisements that are added on later are typically integrated into the main storyline.
· Advergames are easy to play, casual and short video games that are mainly initiated and typically funded by the marketers themselves. The primary purpose of these games is to promote the brand, which is why in some cases the games themselves may have a limited level of complexity.

· Virtual worlds provide an immense opportunity to showcase ads. These are virtual online communities where players or residents (as they are called) live in a collaborative manner with other residents to reside and carry social activities in the space. Avatars or virtual personas are created and the player lives an alternate life. Though advertising in virtual worlds is similar to that in traditional games, the effectiveness, relevance and interactivity is much larger. The brand can exploit the unique opportunity to develop an emotional connect with the consumer in virtual worlds like Secondlife© (www.secondlife.com) and There© (www.there.com).

Given the pace at which the industry is growing, one should see a wave of marketers joining the bandwagon soon and it always pays to be one of the first in the race!
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