The Art and Science
of PPC Advertising

Although pay-per-click (PPC) advertising is a thor-
oughly modern endeavor, its foundations in direct-
response advertising have been studied and refined
for almost a century. In this chapter, you’ll start
on your journey to expertise by taking a look at
the core scientific advertising principles common
to all direct-response marketing, explore the basic
elements of every successful PPC campaign, and
examine some of the interesting uses of PPC and

the current state of the market.
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CHAPTER 1: THE ART AND SCIENCE OF PPC ADVERTISING B N

PPC and Direct Advertising Fundamentals

Succeeding at PPC advertising depends mainly on one thing: your ability to persuade
people to take action by using just a few well-chosen words. That’s a much more
important success factor than understanding the intricacies of search algorithms or
the myriad features of the Google AdWords, Yahoo! Search Marketing, and Microsoft
adCenter control consoles.

Weriting persuasive ad copy using no more than 145 characters is a big challenge—
especially if you’re up against significant competition. Your words must not only per-
suade; they must stand out from a page full of words all shouting for your customer’s
attention (see Figure 1.1). And after your words have convinced the searcher to click
through to your site, it’s those persuasive words (augmented by graphics) that convince
the visitor to become a customer.
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Figure 1.1 The travel industry is one of the toughest PPC fields—look at all these well-crafted ads for
Hawaiian vacations!



Playing the PPC game without first taking the time to learn the fundamentals
of direct-response advertising is like sitting down at the poker table with scant under-
standing of the rules, and proceeding to drop dollars into the pot while better-trained
players scoop that money out.

But here’s some good news: Smart marketers have been studying, testing, and
refining direct-response advertising techniques for a long time. Unless you already have
solid experience in this field, we encourage you to read the book Scientific Advertising
by Claude Hopkins. Written in 1923 (long before the Internet, television, or wide-
spread commercialization of radio), it’s one of the first hands-on manuals that teaches
fundamentals based on scientific testing. It includes (almost) everything you need to
know about writing, testing, and optimizing direct-response advertising campaigns.
You can download this public-domain book by going to http://is.gd/r3sx. You should
be able to get through its 52 pages in about an hour, so there’s no excuse to avoid read-
ing it—do it now!

Nearly 90 years ago, Hopkins wrote the following:

The time bas come when advertising has in some hands reached the sta-
tus of a science. It is based on fixed principles and is reasonably exact.
The causes and effects have been analyzed until they are well under-
stood. The correct methods of procedure have been proved and estab-
lished. We know what is most effective, and we act on basic law.

Advertising, once a gamble, has thus become, under able direction, one
of the safest business ventures. Certainly no other enterprise with com-
parable possibilities need involve so little risk.

This aptly summarizes the core appeal of PPC advertising: Having created ad
campaigns based on clearly defined best practices, the advertiser can measure the suc-
cess of those campaigns soon after launching them. The advertiser can then test cam-
paign variations (such as ad copy and landing page design) and immediately improve
or optimize campaign elements to achieve steady increases in revenue and profit, sales
leads, or donations.

Hopkins espouses a continual testing philosophy—the notion that an advertis-
ing campaign is never perfect and that continual improvement can be achieved through
testing and optimization. Successful PPC advertisers embrace and practice this philoso-
phy, so you’ll learn techniques for testing throughout this book.

Other key concepts from Scientific Advertising include the following:

o The best advertising copywriters think and speak like salespeople—the ad itself
is a virtual salesperson.

J The best-written ads acknowledge that people are self-centered and respond best
to benefits (how the product or service will make them feel) rather than just fea-
tures (descriptions of the products or services).
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NOTE

] Always assume that people are busy. Hopkins said that three-quarters of paid
content is unread by the buyer of that content. That was in 1923—in today’s
fast-paced world, that proportion may be as high as 90 percent.

o An ad’s headline is the most important part of the ad. It is the magnet that pulls
attention away from surrounding distractions and starts the reader on the path
toward conversion. (Conversion is a word you’ll see often in this book; it simply
means the action you want the site visitor to take—like a sale, or the download
of a white paper.)

o Ad designers should adhere to the axiom “If it’s not helping, it’s hurting.” This
is especially true when it comes to graphical elements of an ad or landing page:
If the graphic is not helping to steer the reader toward the conversion action, it is
probably distracting attention away from the conversion action. Hopkins wrote,
“Use [graphics] only when they form a better selling argument than the same
amount of space [in text content].”

o Samples sell. Offering a physical product at no cost is often a great way to stimu-
late repeat customers. Downloadable white papers and trial software often result
in excellent sales.

o Most advertisers neglect the basics of good ad design—especially testing and
refinement of ad copy. Don’t assume that PPC advertisers who attain top rank-
ings for their ads are making money—they may be spending top dollar while
remaining surprisingly unprofitable.

Scientific Advertising is a gem from start to finish, but one chapter is particu-
larly relevant to the PPC advertiser. In Chapter 15, “Test Campaigns,” Hopkins under-
scores the fact that no aspect of advertising (including the ads themselves as well as the
PPC landing pages) should be constructed based solely on the advertiser’s intuition:

There are many surprises in advertising. A project you will laugh at
may make a great success. A project you are sure of may fall down. All
because tastes differ so. None of us know enough people’s desires to get
an average viewpoint.

Frequently you will find (especially at the beginning of your ad-writing experi-
ences) that the PPC ad you expect to produce outstanding results will prove a loser
compared to a test ad that you intuitively sense would be inferior.

Want to equip your company or organization to achieve continually improving advertising results? Read Bryan
Eisenberg’s Always Be Testing for solid advice and tactics to imbue your company with the attitude that testing leads
to steady gains in sales volume and profitability.



But there’s good news: In the fast-moving world of PPC advertising, testing and
refinement of ads and landing pages can take place quickly, in days and weeks rather
than the months and years necessary to gauge performance of offline advertising
campaigns. Frequently, testing can take place on a small scale and at a low cost, deter-
mining winning ad and landing page combinations before rolling out campaigns on
a larger scale. Then the advertiser can know with certainty that the larger-scale cam-
paign will be successful and profitable.

In the last chapter of Scientific Advertising, Hopkins heralds the new advertising
age, in which not a penny of advertising expense is wasted:

Yet most national advertising is done without justification. It is merely
presumed to pay. A little test might show a way to multiply returns.
Such methods, still so prevalent, are not very far from their end. The
advertising men who practice them see the writing on the wall. The time
is fast coming when men who spend money are going to know what they
get. Good business and efficiency will be applied to advertising. Men
and methods will be measured by the known returns, and only compe-
tent men can survive.

These words drip with irony, because nearly a century later, many advertisers
are still flying blind. They don’t know the return on their advertising investment. Many
site owners still have not put into place the web analytics devices necessary to know
the revenue and profit for each advertising dollar spent. This is bad news for them, but
good news for you, because by the end of this book you’ll likely have a distinct advan-
tage over your competitors.

Now let’s take a look at the core elements of a PPC campaign.

Components of a Successful PPC Campaign

To achieve optimal results, all elements of a PPC campaign must be in good working
order, operating together synergistically. Like an automobile engine, all parts must be
finely tuned together to ensure that the driver gets from point A to point B, quickly and
efficiently. If any one part of the engine is defective or inefficient, the engine may run
poorly or not at all.

Likewise, if any one part of a PPC campaign is deficient or ineffective, it can
drag down the performance of the whole campaign to unacceptable levels.

The individual elements of a campaign are as follows:

Keywords: In search PPC, these are the words and phrases the advertiser chooses to trig-

ger ad display. In content PPC, keywords describe the kind of website pages where the
advertiser wants their ads displayed.
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Ads: The words and images used to persuade the reader to take action, such as clicking
through to a website.

Bid prices: The price the advertiser is willing to pay for each ad-induced visit to the site.
Landing pages: The website pages respondents see when they click on an ad.

Conversion path: The steps the site visitor must take in order to achieve the objective of
the site (for example, a sale, a submitted lead, a newsletter sign-up, or a donation).

Let’s explore each of these elements a bit further.

Keywords

In PPC search campaigns, advertisers lists words and phrases that they think pro-
spective customers would use in a search query. The advertiser is essentially saying,
“Google, if someone uses this phrase as part of a search query, display my ad.” (Note
that the word keyword can mean a single word or a multiple-word phrase.) Keywords
can be very general (such as Hawaiian vacation) or very specific (such as reserve a hotel
on Oahu).

It’s important for an advertiser to anticipate the many ways that people express
themselves when performing a search. Chapter 4, “Month 1—Research Keywords and
Establish Campaign Structure,” shows you how to build keyword lists to make sure
you’re covering all the bases.

Keywords in content campaigns play a much different role than the keywords
in search campaigns. They tell Google, “Display my ads on site pages that contain all
or most of these words.” Figure 1.2 shows how ads appear on a page in Google’s con-
tent network. You’ll learn much more about content campaign keywords in Chapter 7,
“Month 4—Advertise on the Content Network.”

Ads

As mentioned, writing effective PPC ads is an important cornerstone of a successful

PPC ad campaign. The advertiser is challenged to pack a lot of meaning and persua-
siveness into no more than 145 characters. An ad needs to deliver the following mes-
sages in the short time it takes to read it:

o The advertiser’s website is likely the best source for satisfying the visitor’s need
or desire.

o There are clear benefits associated with clicking through to the advertiser’s
website.

o Visitors know what’s expected of them when they arrive at the website.

Ad copywriting is such an important topic that Chapter 5, “Month 2—Create
Great PPC Ads,” is devoted exclusively to it.



Hawali Reservations
1-800-210-3429
| Tours & Attractions | Real Estate | Golf | Weddings | Transportation | Car

WWW.HAWAII-VACATION-HOTELS.US ﬂ Honoluly, Havwaii FREE
Your Local Connection HOME ieather 69°F DRl\'ﬂ% lﬁ

Home | Hotels | Vacation Rentals | Iravel Guide | i
Rentals | Flights | Restaurants | Entertainment | Maps | Weather

Hilton Waikeloa Village Haveaii Hotel

Your Official Travel & Tourism Guide to Hawaii and the Howatian Islands

wWelcome to Hawaii! You can find great deals on Hawaii hotels and Hawaii vacation packages with the help of this guide.
With so many things to do and see in Hawaii, such as scuba diving, surfing, whale watchinag, sailing and more, it's no
wonder that Hawaii is one of the most popular vacation destinations in the world, Use our guide to plan your vacation to
Hawaii and enjoy the beautiful beachas and warm sands of Hawaii today!

4

|Featured Hawaii Hotels sorts & Vacation Rentals

1k Ly, Fogs;
i . o YOURWWACATION'DESTINA ]
Blook Ditect far Hilton Hawaiian T il 3
Bt —iilage—4 This site last updated: May 10, 2009

Hotels in Dawlish
Boak your hotel in
Dawlish online. All
hotels with special
offers.

v, boaking. comsHate

2009 Hotel Deals
Up to 70% Off
Worldwide Hotels,
Best Rate

Paris Vacation Apartments 2009 Hotel Deals
Less expensive, mare room than a Paris Up to 70% Off Worldwide Hotals. Best
hotel. Parzonalized service Rate Guaranteed. Book Online!

<> Ads by

itor i ™ Is - Your complete guide to
Haw ail lodging options!!

_ == Dfficial Site - Seaside Hotels Hawaii

Discover the beauty and spirit of Hawaii with the help
of our accommodations.

Our hotels welcome you to this heavenly paradise where
the beaches are gorgeous and the scenery is one of a
kind. We provide authentic Hawaiian hotels with only the
best services. Mares>

Assby Google A v s Hanaii Hotele i —
Dahu Vacation i @ Hotel Search
Rentals P Date GE#Z005_]
tnie osn i cry Fomaiy ]
“acation Rental i

icial Site - Gran
Homes, c': = 'Ka:ai gookd Discount car rentals State E.
A‘panmems and online and sawve! M cu"mw
Condos,
v, HawaiianBe achRe United States

# of nights

# of adults

# of rooms m
[ Submit ]

hook onlire or cal
1-800-210-3429

Figure 1.2 Ads appearing on a content network page

Bid Prices

PPC advertising operates under an auction model. Advertisers tell the PPC service how

much they’re willing to pay for a click on an ad and subsequent visit to the advertiser’s

website. Google takes into consideration how many other advertisers are bidding on

the same keywords, and generally speaking, the advertisers willing to pay the most

for a click will see their ads displayed closest to the top of the search results page. See

Figure 1.3 for an illustration of ad group bid prices.
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NOTE
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Figure 1.3 AdWords Editor screen showing maximum ad group—level bid prices (maximum costs-per-click)

Strictly speaking, this is not a pure price auction, because the search engines reward good campaign performance
with a quality score that can cause ads to be displayed in higher positions even though their bids are lower than
those of competing advertisers. This is described in detail in Chapter 2, “How the PPC Machine Works.”

How much should an advertiser be willing to pay for a click? You’ll see detailed
guidance for calculating bid prices in Chapter 4. For now, understand that at the begin-
ning of a new PPC ad campaign, this decision usually takes some guesswork, based
on the amount competitors are bidding as well as the advertiser’s assumption about
the number of site visitors who will take the desired action—the conversion. But after
a PPC campaign has been underway for a while (anywhere from a few weeks to a few
months), the advertiser will know with certainty how much each conversion is costing.
Thereafter, they can adjust bids so that the target profitability is consistently achieved.

The object of most PPC campaign optimization efforts (improvement of ad copy,
for example) is to drive the average cost per click (CPC) ever lower. That way, profit-
ability will increase steadily over time.

Landing Pages

Many advertisers are surprised to realize that the key element determining whether a
site visitor will convert is whether the PPC landing pages are well designed and operat-
ing correctly. A PPC landing page is simply the page on your site upon which visitors
land after clicking on a PPC ad. PPC landing pages can, and often should, look very
different from the site’s home page and other pages on the advertiser’s site. In many
cases, advertisers can get much better results when landing pages are customized to
match the theme of a particular PPC ad group (the keywords and ad message).

This is often a difficult but crucial concept that’s hard for many site owners to
grasp. They’re accustomed to thinking about their site as analogous to a bricks-and-



mortar storefront: one entrance (the home page) through which all customers enter,
linked to other pages where site visitors can (hopefully) easily find what they’re looking
for. Site owners often design their home page to satisfy the needs of casual browsers as
well as visitors who are looking for specific items or information.

But with PPC advertising, the site owner has information about the intent of the
visitor who has come to the site by clicking on a PPC ad. The site owner knows the
search term used, and that the visitor was motivated by the specific messages and ben-
efits mentioned in the ad.

For example, let’s say a site sells Hawaiian vacations, and the site visitor has
clicked on an ad that promises discounts on the rental of cottages on Oahu. If the PPC
visitor arrives on the home page, which necessarily contains a wide variety of links to
parts of the site that do not pertain to cottages on Oahu, that visitor quite possibly will
leave the site without converting.

This is because visitors don’t want to take the time and effort to navigate
through the site to find pages that pertain to their specific needs. On the other hand,
if a site visitor arrives at a page that describes Oahu cottage rentals, that visitor will
much more likely conclude that she has come to exactly the right place and will take
the desired conversion action. Figure 1.4 shows an example of a good ad and landing
page combination.
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Chapter 6, “Month 3—Design Effective Landing Pages,” and Chapter 11,
“Month 8—Test and Optimize Landing Pages,” go into much more detail about
landing page design and testing.

Conversion Path

Frequently, the site visitor must traverse more than one page to finalize the conver-
sion action. A typical example is the shopping process on an e-commerce site. Having
decided to buy, the visitor must enter shipping information, credit card numbers, and
so on.

Every step in the process introduces the possibility that the visitor will become
distracted or confused. Site owners are often shocked to find that many visitors, having
decided to buy or convert, leave the site in the midst of the conversion process. This is
referred to as abandonment. The ratio of the number of people who leave the site com-
pared to the number of people who complete the conversion process is known as the
abandonment rate.

If the conversion process is not designed and optimized correctly, abandonment
rates can be as high as 50-80 percent. Obviously, it’s in the best interest of the adver-
tiser to continually work to lower this percentage, and Chapter 9, “Month 6—Optimize
Your Campaign,” shows you how to do this.

PPC Campaign Uses

Although most advertisers will use PPC advertising to garner sales, submitted leads, or
donations, others may benefit in ways that are more indirect.

For example, the goal of some ad campaigns is not necessarily to elicit a direct
response by the person viewing the ad. Rather, the goal is simply to achieve branding—
to cause the person viewing the ad to remember the name of a company or the features
of a product, which will result in a visit to a bricks-and-mortar storefront. Branding is
also an effective way to generate word-of-mouth marketing, whereby people viewing
the ad tell others about their impression or experience.

PPC advertising excels at eliciting direct responses, but it can also be employed
for the purposes of branding, and at a cost lower than traditional offline ad media such
as print, TV, and radio. You’ll find out how in later chapters.

One important side benefit of PPC advertising is that the advertiser discovers
with certainty which words and messages are most effective at persuading customers
to buy. Savvy website owners use this information to design other online and offline
campaigns.

For example, frequently the best-performing PPC keywords are the ones that
should be used when optimizing a website so that search engines rank the site highest



in the natural search listing portions of the search results pages. This activity is called
search engine optimization (often abbreviated SEO).

Likewise, savvy PPC advertisers test several advertising messages, and then use
the “winning” messages in their other online and offline advertising efforts. For exam-
ple, an advertiser might find that a particular message (such as “Your children will love
their Wii”) results in a high return on investment (ROI) in their PPC campaign, and
choose to highlight that message in an e-mail campaign.

The Science of PPC

The next chapter covers the mechanics of PPC, but for now it’s important to under-
stand that successful direct-response advertising of any kind requires using methods
and techniques that are closer to science than to art. Successful PPC advertisers con-
stantly use calculators, spreadsheets, and software tools to plan, construct, measure,
and optimize campaigns. If you’re not comfortable with the mathematical side of PPC
advertising, you may need to find an assistant or colleague who can become proficient
in that aspect of the job.

For example, determining the optimal price to pay for each click requires calcu-
lations based on the price you’re willing to pay for a conversion. Usually this is a simple
one-time exercise, but for companies with multiple products or a range of desired con-
version actions, the task can get quite complicated.

One of the biggest strengths of PPC advertising is that it’s easy to create reports
that show exactly what is happening in a PPC campaign at any given time. You can
quickly and easily see critical metrics such as the number of ad impressions, the num-
ber of clicks, click-through rates (CTRs), the number of sales, the cost of sales, and so
on, for any period of time and for any elements of the campaign such as keywords and
individual ads. Figure 1.5 shows examples of data types that can be reported.

It’s important for you to learn how to interpret this data in order to understand
what it means for your business and determine whether your PPC efforts are profitable.
The data will also indicate what actions you should take (such as changing bid prices
or creating test variations of an ad) in order to optimize campaign performance.

Improving campaign results is dependent on continual testing—displaying two
variations of an ad, for example, and then favoring the ad that produces better results.
Successful PPC advertisers never stop testing variations in ad copy, banner ad design,
landing page design, and content. It’s important that you learn and master the methods
and tools required to test and to interpret results.

Fortunately, this book covers all of these topics in sufficient detail that you’ll be
applying the best techniques after just a few weeks of practice.

-
jry

Odd 40 9ONIIOS HHL W



I/c:‘ = s

CHAPTER 1: THE ART AND SCIENCE OF PPC ADVERTISING B &

Home Insert Page Layout Formulas Data Review View Add-Ins
‘_h ‘* S Calibri -1 - ||A A= == | | Siwrap Text General - ;
153 Copy = —— »
Pavste Ff Format Painter B I U |- A~ = =|EE | HMergeaCenter- || - % 2 [/ %3 %
Clipboard ra Font il Alignment ra Number Pl
D1 - Jfe | Quality Score
A B C D E F
1 Campaign Ad Group Keyword Quality Score Impressions Clicks Convers
2 |Search - English-speaking golf advice golf advice 9 14279 1285
3 Search - English-speaking golf help golf help 9 77621 1891
4 Search - English-speaking golf advice golf advice 9 31458 745
5 |Search - English-speaking golf advice golf advice 9 7862 201
6 Search - English-speaking learn golf learn golf g 1037305 39421
7 Search - English-speaking golf instructions golf instructions 8 220332 6093
8 |Search - English-speaking golf lessons golf lessons 8 160741 3679
9 |Search - English-speaking golf lessons golf lessons 8 59311 2062
10 Search - English-speaking golf training golf training 8 187738 2354
11 Search - English-speaking golf hints golf hints 8 184155 2321
12 Search - English-speaking golf swing training aid golf swing training aid 8 73278 1563
13 Search - English-speaking online golf lesson online golf lesson 8 46238 2127
14 Search - English-speaking simple golf swing simple golf swing 8 27596 1272
15 Search - English-speaking learn golf learn golf 8 31747 1239
16 Search - English-speaking golf lessons golf lessons 8 83690 1044
17 |Search - English-speaking learn golf learn golf 8 20175 781
18 Search - English-speaking golf swing help golf swing help 8 25027 889
19 Search - English-speaking golf help golf help 8 9762 633
20 Search - English-speaking golf training golf training 8 49222 561
21 Search - English-speaking golf stance golf stance ] 24209 911
basic golf lessons 8

12 Search - English-speaking basic golf lessons 8580 392

Figure 1.5 Typical PPCdata

The Art of PPC

Although PPC advertisers have a big toolkit of scientific tools and techniques to
employ, successful PPC advertising requires a mastery of skills that are mainly artistic
in nature. Chief among these are the ability to write well and a sense of professional
graphic design.

Writing effective, persuasive ads is crucial to the success of a PPC campaign.
Often the failure of a campaign can be attributed to poor ad copywriting. Ads may
be displayed frequently but fail to elicit a significant proportion of clicks, as evidenced
by one of the most important metrics of campaign success: click-through rate (usually
abbreviated as CTR).

Creating nontext ads for display on the PPC content network requires copywrit-
ing skills as well as an understanding of how visual images deliver or augment mes-
sages and persuade the viewer to take action. In the hands of a skilled professional,
an animated banner ad can speak volumes about the advertiser’s products, features,
benefits, and desired action, taking full advantage of the relatively small space provided
by PPC ad units.



Solid copywriting and graphic design skills are also necessary for creating suc-
cessful PPC landing pages. The PPC advertiser is challenged to create the right com-
binations of words and graphics that will quickly persuade and steer the site visitor to
take the site’s desired action. As we stated earlier in this chapter, that action (such as
a sale, submitted lead, donation, and so on) is referred to as a conversion. The success
metric is called the conversion rate, which is the number of site visitors who convert
divided by the number of PPC visitors to the site. With optimal landing page design,
conversion rates of 10-20 percent and higher are common.

Can one person practice and build the scientific and artistic skills necessary to
be an expert PPC advertiser? The answer is, “Sometimes.” It’s certainly rare to find
people who are naturally gifted at both. The good news is that the training in this
book will equip just about anyone to develop the skills they might lack naturally.

The State of the PPC Industry

Since the inception of PPC advertising in 1998, advertisers have paid Google, Yahoo!,
and Microsoft billions of dollars for targeted clicks. Despite the effects of a global
recession, almost half of advertisers polled by MarketingSherpa said they intended to
increase their PPC spending in 2009. Conversion rates for PPC campaigns have also
been climbing steadily—almost half of the respondents in the same study reported that
conversion rates have increased over the previous year.

After several experimental efforts in the mid-to-late 1990s, PPC advertising was
popularized by the startup company GoTo which was developed at Bill Gross’s Idealab
in 1998. GoTo had the PPC advertising field to itself until it was renamed Overture in
2001, and expanded as a back-end ad service platform for search engines such as
Yahoo! and MSN. Figure 1.6 shows the original GoTo search screen.
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@ Advertisers—Access
75% of all Internet users today!
Browse our popular search cotegories: Taka advantage of GoTo's
. Homelif Eramium Listings which are
Web Hosting, Computer Hardware Home Improvement, Cacking EE G i a
Software, Computer Games ... Home Buying, Bebs, Gardening - popu aysiasl calfimacs
Onling. Lycos, AltaVists and
Education & Career Reference fnEgyjol ipece]
Go2
Entertainment Shopping Find local stores & more -
Music, Gambling, Games Auto, Sporting Goods, Compubsrs online er mobile at go2.com.
Sporks, Movies BTV ... Eooks, Gifts, Electronics ... - not afflliated vith GoTo
Finance Travel
ILnv=sting, Cruizes © International
Wemens Health, Means Heslth Wm fGoTD is no"l\rgloballl Saarch
Marlkating, ce Products ‘or UK rasults, or list your sita
A P e Human Resources, Web on GaTo UK.
GoTo United Kingdom
& 1997-2001 GoTo.com, Inc. All rights reserved. Patent pending. Copyright Act Information | GoTo Privacy Policy | Terms of Use

Figure 1.6 GoTo, the earliest popular ad-supported search engine
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As Overture became a significant driver of profit for its search engine partners,
it continued to grow by acquisition, gobbling up dot-com pioneers such as AltaVista
and AlltheWeb. In 2003, Overture was acquired by its biggest customer, Yahoo!.

Google quietly introduced search engine advertising in 1999, but initially adver-
tisers paid on a CPM (cost-per-thousand) impressions basis—not a true PPC model.
Google finally introduced PPC search advertising in 2002.

In 2003, Google introduced its AdSense program, whereby site owners could
place Google AdWords ads on their site pages and earn a commission from Google
whenever someone clicked on an ad. Google also introduced web-based software that
simplified the task of creating and managing Google AdWords campaigns. Figure 1.7
shows ads appearing on Google’s search results page.
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Figure 1.7 Google search results page

Yahoo!, ambivalent about its growth strategy, invested heavily in several direc-
tions. Some in the company wanted it to become a media player and compete with the
established television networks and movie studios. Others wanted Yahoo! to diversify
by creating a growing suite of web-based software services. Many believe Yahoo!
neglected its PPC advertising business in the years between 2003 and 2005, allowing
Google to pull ahead in market share and functionality. Figure 1.8 shows a Yahoo!
search results page.

Microsoft entered the PPC fray late in 2006, and its market share has languished
in the single digits. Microsoft has recently decided to focus more attention and resources
on PPC and online advertising; this includes a technology-sharing agreement with
Yahoo! whereby Microsoft ads will appear on Yahoo! search results pages. In mid
2009 Microsoft introduced a revised version of their Live Search engine, renaming it

Bing. Figure 1.9 shows ads appearing on a Bing search results page.
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Today the “Big Three” players in the PPC industry are Google, Yahoo!, and
Microsoft—obviously correlating to the most frequently used search engines. But their
share of the market is far from equal. Google earns the biggest chunk of advertising
revenue—recent estimates have pegged its share at 85 percent. Yahoo! has a much
smaller, but still relevant, share at 9 percent. Microsoft squeaks into third place with a
4-5 percent portion of revenue. The last 1 percent or so is earned by so-called “second-
tier” search engines such as LookSmart, Ask, and 7Search.

The year 2009 has been a tough one for businesses worldwide, but advertisers
continue to increase PPC advertising spending. In fact, there are indications that many
advertisers, drawn by a high ROI and predictable results, are diverting ad dollars away
from traditional print, TV, radio, and outdoor advertising to fund additional PPC
advertising.

The Interactive Advertising Bureau reported the following in its 2008 Internet
Advertising Revenue Report:

Despite a difficult U.S. economy, the report indicates that interactive
advertising’s continued growth—though at a slower pace—confirms
marketers’ increased confidence in the value in reaching consumers
online. Internet advertising revenues in the U.S. remain strong, with
Q408 revenues hitting $6.1 billion, and revenues for the year topping
$23 billion.

Spending on PPC advertising seems to be growing faster than spending on
other forms of online advertising. The New York Times reported that in 2008, PPC
accounted for 57 percent of online advertising, up from 52 percent in 2007.

Most advertisers will be well served by advertising on all of the Big Three search
engines. Although Yahoo! and Microsoft deliver much lower click volumes, many
advertisers find that conversion rates are better than on Google (due to lower competi-
tion, for example), and hence profitability is higher. The combined available clicks from
the second-tier search engines is so small that for most advertisers it’s not worth the
time and effort to use them. That’s why this book describes the similarities and differ-
ences of creating and managing campaigns just on the Big Three.



