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Alcatel Gets Into Mobile Ads

Service Will Target Cellphone Users Based on Location

BY SARA SILVER
AND EMILY STEEL

LCATEL-LUCENT is enter-

ing the much-hyped mar-

ket for mobile advertising
with a service that will let cell-
phone carriers offer their cus-
tomers tailored alerts about a
sale at a favorite store or a
bank’s closest ATM.

The new service, which the
big French telecom-equipment
maker plans to announce Thurs-
day, will be managed by 1020
Placecast, a San Francisco-based
developer of celiphone and online
ads tied to a user’s location. The
closely held firm’s clients include
Hyatt, FedEx and Avis Rent A Car
System.

Alcatel-Lucent’s technology
identifies cellphone users within
a specified distance of an adver-
tiser’s nearest outlet and noti-
fies them of the address and
phone number. The ad can also
include a link to a coupon or
other promotion.

The service might be pro-
grammed to reach drivers
within five miles of a Walnut
Creek, Calif,, bank or pedestri-
ans within a five-minute walk of
a Manhattan shoe store.

The service’s debut comes as
phone-gear makers are turning to
developing services tomake up for
declining profits from selling
equipment. Last fall, Nokiastarted
selling mobiledisplay ads targeted
to consumers in 10 metro areas in
the U.S. Navteq, adigital-map data
company owned by Nokia, has
started selling targeted mobileads
based on a consumer’s location.

Wireless carriers, meanwhile,
are seeking a cut of the revenues
from these services.

“Thisis a vehicle that lets [car-
riers] extend their network as-
sets” and “grab ashare of the reve-
nues that would normally be out-
side of their reach,” says Gani Nay-
ack, president of Alcatel’s Rich
Communications business, Alca-
tel will host the new service, test-
ing revenue-sharing models.

Alcatel’s service differs from
most mobile-ad set-ups because
itsads willbe beamed only to cellu-
lar customers who sign up for
them. They can specify when and
how frequently they want to re-

The new Alcatel service will send
. -ads to participating cellphone

‘users within a prescribed

distance from the advertiser.

ceive ads, and from which ven-
dors. A customer could elect toget
retail announcements at lunch-
time and movie promotions on
evenings and weekends,

Amid privacy concerns, mar-
keters are under increasing pres-
sure to limit their digital ads to
customers who “opt in,” and to
make their ads more relevant to
those customers. “If [consum-
ers] opt out, the odds that you
hear from them ever again are
low,” says Phuc Truong, manag-
ing director at Mobext, amobile-
marketing network of French ad
company Havas. “You have one
shot to do things right.”

Inrecentyears,dozensofcom-
panies have raised capital on the
premise that advertisers are ea-
ger to reach cellphone consum-
ers, whether through text mes-
sages or mobile Web sites. If such
advertising is targeted to a spe-
cific location, rather than city-
wide, consumers there are three
to 10 times as likely to click
through the ads, according to
Michael Boland, program direc-
tor of researchfirmKelsey Group.

“] call it marketing as a ser-
vice, not marketing as an intru-
sion,” says Alistair Goodman,
chief executive of 1020 Place-
cast, which uses such factors as
neighborhood demographics
and the weather to target its ads.

Alcatel and 1020 Placecast
hope the service can overcome
some ofthebarriers thathavekept
mobile advertising a minuscule,
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though fast-growing, slice of the
online-ad market. U.S. mobile ad
spending this year is expected to
grow 17% from a year earlier to
$760 million, according to re-
search firm eMarketer. That com-
pares with a projected $24.5 bil-
lion for the U.S. online-ad market.

Thespread ofhigh-speed wire-
less networks and devices with
global-positioning chips that pin-
point a user’s location hold the
promise of creating enough of an
audience to justify location-
basedad spending. And the popu-
larity of applications running on
Apple’siPhone, Research in Mo-
tion’s BlackBerry devices and
other smartphones shows that
consumers are accessing mobile
information in droves.

For now, however, the technol-
ogy for location-based ads is run-
ning ahead of demand. Ad execu-
tives say they need to see morere-
searchonhow targeting ads based
on location translates into sales.

“The question is always the
same: Can we drive more sales?”
says Alexandre Mars, head of mo-
bile advertising at ad holding
company Publicis Groupe and
chief executive of its Phoneval-
ley mobile-marketing agency.

Alcatel-Lucent saysitisintalks
with carriers to start trials this
summer, but it declined to identify
them. Placecast is also seeking ini-
tial advertisers through ad agen-
ciessuchas AKQA, whichrunsmo-
bile campaigns for Target, Gap
and Diageo’s Smirnoff vodka.
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