Solbright, Inc.

Solbright, Inc. creates, implements and sells workflow automation software for firms involved in the buying, selling, and managing of online advertisements.  Solbright is currently the sole provider of these types of products and services.  The software is made available through an ASP (application service provider) model.  In addition to its software, Solbright also offers integration and workflow automation services.

History

Key Compton, the current President and CEO, founded Solbright in 1997.  While working as an equity analyst covering software and media, he identified the opportunity to automate online advertising business processes.  Between 1997 and 1998, he assembled the management team, clarified the business concept, and developed the initial product prototypes.  Full development of the business began in 1999.  

Solbright secured $12M in venture capital from a mix of both traditional venture capital firms and corporate investors.  By early 2000, Solbright employed over 90 people in offices located in New York City and San Francisco.

Products

Solbright creates products that are intended to streamline workflow processes for both media buyers and sellers.  Solbright’s February, 2000 executive summary describes their primary offerings as follows (see exhibits on pages 6 and 7 for further description):

AdSuite (for Media Sellers) is a workflow automation system that provides a standardized and efficient environment for sales, production, accounting and executive management reporting.  AdSuite provides critical access to revenue-related sales data and dramatically reduces the time required to preview, process, and schedule online advertising. AdSuite also allows for dependable customer and intra-departmental communications and provides management with a single repository for revenue data.

Dispatch (for Media Buyers) automates the resource-intensive process of planning, buying, and reporting of online advertising campaigns.  Dispatch was created specifically for advertising agencies and advertisers with an easy-to-use and customizable interface that provides an environment for media planning, easy creation and tracking of insertion orders, real-time reporting of campaign results, tracking for ROI analysis, and analytical tools for post-buy evaluation.

All of Solbright’s products use standard formats for importing and exporting data to and from other applications, such as ASCII text and XML.  When integrated properly, the interaction between Solbright and other software such as accounting, database, or other commonly used packages is fairly seamless.

Services

In 1999, Solbright was concerned with managing growth during an extremely favorable forecast of the online advertising industry.  Specifically, the issues facing Solbright were whether to focus on large, household name accounts like Yahoo and AOL or to target smaller firms.  Choosing larger firms could provide greater recognition, but may have cost Solbright the autonomy to develop products for a “sweet spot” of customers.  Also, Solbright was grappling with whether they were a product or service firm.  As a product firm, they could target larger firms with well-developed media buying or selling departments.  As a service firm, they were better suited to offer complete business solutions.

After considering these issues, Solbright created Solbright Outsourced Solutions (SOS).  SOS provides smaller firms without dedicated online media buying or selling departments with ad management services using Solbright software.  As the clients grow, they are able to assume the role once fulfilled by SOS and presumably continue to use Solbright products.

The Market / Opportunity for Solbright

The business opportunity for Solbright is a combination of several factors.  First, the total market for online advertising is expected to grow significantly for years to come.  Second, online advertising is inherently more complex in the planning, management, execution, and evaluation phases than traditional types of media.  Third, as the Internet matures, businesses are under increasing pressure to demonstrate return on all investments, including advertising.  Finally, Solbright was first to market with online advertising workflow automation software.

Market Size – According to a July 1999 Jupiter Communications report, online advertising was expected to grow from $2.2 billion in 1998 to $8.8 billion in 2002.
  The Direct Marketing Association predicted a growth in direct marketing on the Internet from $603 million in 1998 to over $5 billion in 2003.
  While there are some discrepancies among research services regarding the absolute figures, there is general agreement that the space is growing extremely quickly and that it will represent a significant portion (5% - 8%) of total ad spending by 2005.

Increasing complexity (see exhibit on page 8) – Additional complexity in online advertising relative to traditional media campaigns is a result of several factors.  First, ads are often placed or delivered to individuals rather than to mass markets.  As a result, firms must place and track massive number of ads rather than single ads intended for thousands or even millions of audience members.  Second, far more data is available to determine the effectiveness of ads and campaigns.  Data may range from straightforward information such as number of impressions or click-through rates to complex information about individual audience members and their behavior relative to a particular ad or campaign.  Third, “rich media” or multimedia advertisements are becoming more widely used in online campaigns.  The additional technical complexity of these types of ads requires that they conform to the technical specifications of particular publishers.  Without such conformance, the ads may simply be incompatible.  Banner ads, by comparison, are fairly simple from a technological perspective.  On the sell side, accepting, processing and displaying rich media advertisements also creates unique technical challenges.  Although this type of ad creates such challenges, they also generate more revenue for the firm.  For both buyers and sellers, as the level of technical complexity increases, more people are likely to be involved in the process of creating such ads.  Finally, the Internet is a disaggregated medium.  Ads televised on major networks will likely reach an audience of millions.  To reach a similar Internet audience, advertisers place ads on several Internet publishers, which creates additional planning, tracking and evaluation needs for both buyers and sellers of online advertising.

Investor Mandates for Profitability – In 1998 and 1999, success or failure of Internet-based firms was believed to be the result of speed to market, market potential, and revenue growth.  Many firms therefore spent liberally to achieve these goals.  As indicators for long-term success become more in line with traditional businesses, firms must become able to acquire customers and deliver their message a targeted audience effectively.  In short, firms must be able increasingly to measure accurately the return on the marketing and advertising investments.

First to Market – As of February, 2000, Solbright was the only firm with products and services designed specifically to automate the workflow of online media transactions.

Competitive landscape and related players

The following list describes the variety of firms involved in the online media space.  While some may not be directly involved with the buying and selling of online advertising space, all of them represent viable choices to spend marketing and advertising dollars to generate increasing returns on marketing investments.

Advertisers – Advertisers basically describe anyone who places online ads.  They comprise the media buyers.

Publishers – Publishers of online media are generally the sellers of online advertising space.  Some of the largest sellers of online advertising space are MSN, AOL, and Yahoo.

Third party ad servers – Third party ad servers serve as intermediaries between the buyers and sellers of online advertisements.  They maintain networks of publishers or media sellers, and place ads for their advertising clientele.  Their goal is to place ads to the most relevant users or viewers, which in turn leads to more effective ad campaigns.  These firms also provide some tools and data to help both buyers and sellers evaluate the effectiveness of their campaigns. DoubleClick and Engage are well-known examples of these types of firms.

Advertising agencies – In traditional media, advertising agencies help firms generate the “creative”, or specific advertisements.  In online media, new types of advertising agencies have emerged to not only generate the creative, but to also serve several other functions.  They help firms determine which mix of traditional and online advertising will result in the most effective ad campaigns, and also which mix of different forms of online advertising will be most effective.  They also create methods to record relevant data in order to measure the effectiveness of a particular campaign.  Finally, they may manage the relationships between he involved parties, which may include a traditional ad agency, themselves, third party ad servers, as well as the client.  In short, the roles of agencies can vary from generating the creative to managing entire campaigns across media to providing technology services.

Media Marketplaces / Exchanges – These B2B services attempt to create independent, third party exchanges for the buying and selling of online advertising space.

Research and measurement services – Like television ratings, firms such as Mediametrix help media buyers determine how many unique audience members visit a particular site.  While measuring click-through rates is fairly common, such measurements do not necessarily reflect the total effectiveness of a particular online campaign.

The Online Advertising Space Throughout the Last Year

Since early 2000, Internet-based companies have faced a far more challenging environment than in the previous several years.  Though still growing, the online advertising segment has also slowed considerably.  Specifically, growth in online advertising is expected to slow to about 5% - 10%, down from the 110% growth experienced over the previous three years.
  Following the performance of related firms in this space is indicative of the market in general.  Major ad serving firms such as DoubleClick, 24/7 Media, and Engage reduced their workforce in late 2000.  Yahoo, the bellwether of firms that generate revenue through advertising, has suffered decreasing stock prices throughout 2000.
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Stock Performance of DoubleClick and Yahoo in 2000

Despite the difficult year, some predictions regarding the future of online advertising are more positive than indications from some large firms in this space.  Many Internet-based companies used traditional or offline media for large portions of their advertising spending in 2000.  For the most part, thirty-second spots during the Super Bowl and other high profile events proved to be relatively ineffective.  In response to tighter capital constraints and investor demand for profitability, companies must be able to generate significant value for their advertising dollars.  

Therefore, online advertising and other so-called “accountable advertising” media may continue to grow despite the poor performance in Internet stocks as a whole.  According to a recent Jupiter report, other trends also bode well for the online advertising space, including increasing populations online, longer periods of time spent online by individual users, increasing broadband access and greater advertising experience with this relatively new media.  As a result of these factors, the report predicts that online advertising spending will surpass that of magazines and cable TV by 2005.

Many of the issues that initially created a powerful value proposition for Solbright’s products still exist and in some actually strengthen that value proposition.  As mentioned before, Internet use is becoming increasingly common.  In particular, numbers of Internet users with high-speed or broadband connections has increased, which will make rich-media advertising more attractive.  On January 24, 2001, the Wall Street Journal reported that Cnet Networks would soon begin displaying a new style of ads on their website which displays richer information regarding products and services than traditional banner ads, and allow viewers to remain at a site while learning more.  The intent is to improve upon click-through rates as low as 0.5%.
   Standardized ad specifications still do not exist.  Also, like many workflow automation products, the value for Solbright’s products is often counter-cyclical, or, as budgets shrink, the ability to cut costs and increase returns on advertising becomes increasingly important.  Finally, traditional media firms are accustomed to using workflow automation systems to handle their advertising processes.  As they move into the complex and rapidly evolving online advertising space, these firms become potential customers for Solbright.

Solbright Throughout the Last Year

Solbright has also experienced slower growth in this more challenging climate.  Like many firms in the Internet space, Solbright changed its goals from rapid growth leading to an IPO to steady growth with long-term profitability.  In response to changes in both the investor and advertising climate, the workforce has been reduced to about 70 employees.  The firm has also taken additional venture capital in the third and fourth quarters of 2000.  Solbright acquired several major Internet based publishers as customers during 2000, such as Yahoo, the Red Herring, WebMD, and News Corp.  To assist in the services area, Solbright recently entered into an agreement with Andersen Consulting to provide integration services to new clients.  Contracts are in the works with several traditional media companies.

Continuing Migration of Traditional Firms to the Web

The convergence of traditional media and advertising companies with their online counterparts is becoming an increasingly important issue for Solbright.  Some well-known examples of such consolidation are the AOL  - Time Warner merger and the CBS – Viacom merger.  In addition to such media consolidation, firms that operate solely in the online advertising space have also begun to offer solutions for traditional media companies ready to advertise on the Internet.  Specifically, Engage acquired MediaBridge, a firm that moves traditional ad campaigns into interactive, online advertisements while maintaining a consistent message.  Most notably, the changing landscape is a result of traditional media buyers and sellers recognizing the ever-increasing reach and measurability of Internet advertising in all its forms.  And, as dot.com’s continue to close their doors, traditional firms become an increasingly important (and often more reliable) source of revenue for online media firms.

The Future

The future of online advertising presents a number of challenges for Solbright.  Despite serving both traditional and Internet firms, Solbright’s products focus solely on the streamlining processes surrounding online advertising.  A key issue for Solbright is whether or not to expand the capabilities of their existing products to manage all types of advertising.  Recall that workflow automation systems have existed for years in traditional advertising, and that these products and services are well entrenched in this space.  

Consider some of the trends in the online advertising space, Solbright’s experience to date and value proposition, and the specific challenges facing them.

1. How should Solbright react to the slowdown of web-based advertising spending?  Has their value proposition or target market been reduced significantly by recent trends in the online advertising space?

2. What implications are there for Solbright in light of the changing landscape of online advertisers?

3. To what extent do you think that Solbright’s product’s core capabilities need to include management across media?  To what extent might such an expansion harm their existing momentum?  Keep in mind the implications for Solbright in terms of sales and marketing, engineering, product management, and any other aspect of the business that would need to undergo significant changes to make this strategy successful.

4. Develop a recommendation for Solbright based on your responses to the following questions.  Specifically, determine whether or not Solbright should move away from its historic focus of online advertising to include other media.

For additional information on rich media advertising, see Solbright’s White Paper on the course website.  For general information about the company, see their posted PowerPoint presentation. 
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Solbright Family of Solutions

AdSuite

AdSuite to streamline B2B workflows for online publishers

AdTraffic Manager to simplify the trafficking and production processing

AdSales Manager to increase the efficiency of managing the sales process

AdBilling Manager to reconcile campaign guarantee against delivery

AdPlanning Manager to provide insight into inventory availability & revenue forecasting

AdReporting Manager to provide sophisticated management reporting and analysis





Dispatch

Dispatch to streamline and optimize the buying and reporting process

Planning to facilitate media buying through critical access to 3rd party information

Buying interface and search engine to provide efficient media buying practices

Trafficking system to ensure the right creatives are being sent to the proper sites

Reporting for accurate analysis of media buying activities and ROI statistics

Billing to ensure accurate reconciliation and reporting
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Dispatch

Dispatch Benefits

		Streamlines campaign workflow and third-party reporting process by organizing information about clients, campaigns and prospective buys

		Create, send, and track insertion orders for multiple, concurrent campaigns and provide customer service environment with search and audit capabilities

		Automated processing: Significantly reduces time spent on campaign implementation by automating  the media processes and reporting tasks

		Historical Data Analysis: Provides clients with proprietary database of past media performance and ROI data and with the ability for historical trend analysis

		Extranet Interface: Provide clients with easy access to critical information through extranet interface with access to site reports, buy-type reports, banner reports, and performance reports
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Problems Facing Ad-Supported Content Providers
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Internet content providers are burdened with the inefficiencies of ad contracting, trafficking, validation, reconciliation, and billing.
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The Online Advertising Process
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AdSuite

AdSuite Benefits

		Profitable Growth: AdSuite enables web publishers to grow their business profitably and efficiently

		Streamlines the sales management and contract management processes 

		Revenue reporting tools to quickly assess revenue performance 

		Automated rich media processing tools for increased revenue potential

		Compliance-checking of site-specific requirements

		Critical Access: Provides easy access to contractual and account information 

		On-the-fly updates to customer, contract and campaign data

		Rich reporting and querying capabilities to provide campaign updates quickly and accurately with a searchable and reportable audit trail
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Late retirement fun 01-Jan-2000  01-Feb-2000
Nabisco
Nabisco Holiday Buy Awaiting Approvals
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Solbright Products & Services

AdSuite (for Media Sellers)

		A workflow automation system which provides a standardized and efficient environment for the sales, production, accounting and executive management.

		Critical access to revenue-related sales data

		Dramatically reduces the time required to preview, process, and post online advertising

		Allows for dependable intra-departmental and customer communications

		Provides management with a single repository for customer and revenue data





Dispatch (for Media Buyers)

		Automates the resources-intensive process of planning, buying, and reporting of online advertising campaigns

		Easy-to-use and customizable interface

		Environment for media planning

		Easy creation and tracking of insertion orders

		Real-time reporting of campaign results, 

		Tracking for ROI analysis

		Analytical tools for post-buy evaluation.
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