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The current economic climate presents many challenges to advertisers. In 2009, 

advertising spending in the United States dropped 12.3 percent, forcing advertisers to 

focus on campaigns that prove a quick return on investment. As average time spent 

online continues to increases, so is the Internet’s contribution to society and the economy. 

Advertising budgets are being shifted online to reflect the growing importance of the 

Internet, and much of these budgets are being spent using advertising networks. These 

networks act as the intermediaries between advertisers and Web publishers and make 

online advertising accessible and affordable for small and large budgets alike. This paper 

explores the current state of Internet advertising with a close focus on advertising 

networks. The goal of this paper is to educate on the basics of online advertising and how 

to navigate the advertising network industry, so even an advertising novice can utilize 

their numerous benefits.
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Chapter One: Introduction

The current advertising climate in the United States presents many challenges to 

advertisers and the agencies representing them. In 2009, advertising spending in the 

United States dropped 12.3 percent, which was triple the amount it dropped in 2008. The 

economic recession has not only significantly cut advertising spend, but forced 

advertisers to focus highly on performance and campaigns that clearly show a return on 

investment (ROI). 

Meanwhile, the media of traditional advertising, including broadcast and print, are 

each facing their own unique problems. From 1980 to 2007, the number of television 

channels received by the average US household increased from 10.2 to 107.4 channels. 

By the end of 2010, it is estimated 35 percent of households will have a DVR, only 

augmenting the difficulty to reach consumers (Khan et al., 2010). In 2009, spot TV 

commercial spend fell 23.7 percent, while network and cable TV each experienced a 

relatively small decline of 7.6 percent and 1.4 percent respectively (Ives, 2010). Also 

greatly affecting TV viewership, the amount of online-only TV viewers is steadily on the 

rise, and already prominent in the 18 to 34 age demographic. Consumers are said to 

prefer online TV over traditional television for the ability to select and watch specific 

shows at the consumer’s convenience (comScore, 2010).  In the print sector, newspaper 

circulation and revenue are declining as people become more dependant on the Internet 

for news, and that is apparent by the 20-percent decline in advertising revenue 

newspapers experienced in 2009.

However, time spent online continues to increase as the Internet advances to a 
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crucial aspect of society and the economy. The Internet has provided rich benefits to 

consumers, including the convenience of e-commerce and the value of free access to 

information. In conjunction with the Internet’s advancements, online advertising 

continues to grow and evolve at an astounding pace. 

At work and at leisure, about 190 million people in the United States spend, on 

average, 68 hours a month on the Internet. Using a conservative valuation of this 

time, this approach values the Internet at $680 billion (Hamilton Consultants, Inc., 

Deighton, & Quelch, 2009).

Advertising budgets are being shifted online to correspond with the increased 

amount of time consumers are spending on the Internet. In 2009, revenue from Internet 

display ads increased by 7.3 percent, turning out to be the most prosperous advertising 

sector of 2009 (Ives, 2010). The Internet also presents a new form of advertising, which 

gives more power to the consumer over traditional advertising-supported media. E-

commerce websites not only serve as storefronts, but also offer point-of-purchase 

incentives and act as a sales outlet. Consumers are able to see a product promoted and 

buy it immediately, often with the option to explore user reviews and competing prices 

all in one place. 

The Internet has given consumers the power of information and convenience, 

which never before existed to this extent in commerce. However, the Internet also gives a 

strong power to the marketer. Highly cost-efficient pricing models and sophisticated 

targeting techniques allow marketers to reach specific consumers at a reasonable price. 

Additionally, the measurement capabilities of Internet advertising are unparalleled in any 
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form of traditional advertising-supported media. Traditional media have been forced to 

compete with the measurement capabilities and low cost of digital advertising. To do so, 

these media have often chose to offer lower pricing, which has only eroded the value of 

each medium even more. As a result, the Internet’s share of media ad spending continues 

to rise by at least one percentage point each year (Hallerman, 2009). 

The positive economic effects of Internet advertising are great and expanding 

rapidly. The Internet employs 1.2 million people directly in jobs that build or maintain 

the infrastructure, facilitate its use, or conduct advertising and commerce on that 

infrastructure. 

Under the reasonable assumption that, like other business services, each Internet 

job supports an additional 1.54 jobs elsewhere in the economy, then 3.05 million, 

or roughly 2 percent, of employed Americans owe their employment to the 

advertising-supported Internet. If an employment-income approach is used to 

estimate the contribution of the Internet sector, the advertising-supported Internet 

sustains about $300 billion, or approximately 2 percent, of the U.S. GDP 
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(Hamilton Consultants, Inc., Deighton, & Quelch, 2009).

Given the importance of paid advertising on the Internet, it is imperative every 

advertiser, publisher and media company understand the digital advertising environment. 

While newspaper advertising has existed for over 100 years, online advertising began in 

1994. A mere 16 years later, online advertising is now a vital component of any 

advertising strategy. 

This paper will explore the ecosystem of online advertising with a focus on 

advertising networks. Chapter 2 will provide an overview of the Internet, including a 

brief history of Internet advertising and the current most prominent forms. Chapter 3 will 

take a closer look at advertising networks specifically and explain the difference among 

them. Chapter 4 will provide an overview of the most prominent advertising formants, 

including their strengths, weaknesses and prevalence. Chapter 5 will examine the various 

revenue models currently funding the Internet. Chapter 6 will explore the targeting 

techniques used by advertisers and publishers to reach consumers while chapter 7 

expands on behavioral targeting specifically and takes a closer look at cookies and the 

issues surrounding their use. Chapter 8 will highlight the current top advertising 

networks. Finally, in chapter 9, I will explore the trends in online advertising and offer 

predictions for the future of this thriving industry.
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Chapter Two: The inception and rise of Internet advertising

“I think there’s going to be two kinds of agencies ten years from now: digital 

agencies and dinosaur agencies."

-Denis Beausejour, VP of Advertising, Proctor & Gamble, 1998

History

The Internet began as a communications network formed by the Advanced 

Research Projects Agency of the U.S. Defense Department in the 1960s. By the 1980s, 

control of the network had been passed to other defense department agencies, NASA and 

the National Science Foundation (NSF). NSF created the NSFNET network in the 1980s 

to connect its supercomputers, and the Domain Name System was established shortly 

after. In 1985, there were only 200 networks on the Internet, but that grew to over 45,000 

in 1999. The early 1990’s up until 2001 is now known as the dot.com boom period, “…

characterized by the desire to ‘get there first’ (McStay, 2010).”

Over the past five decades, the Internet has matured from a project funded by the 

Department of Defense to an integral part of society and the economy. The online 

advertising industry originated on April 15, 1994 when HotWired, which was the online 

sister company of Wired magazine, signed its first advertising contract with AT&T. The 

first advertisement was launched on www.hotwired.com on October 27, 1994 (Zeff & 

Aronson, 1999). Since then, the revenue generated from paid forms of online advertising 

has enabled the Internet to evolve quickly and be accessible to consumers at an affordable 

price.

In 1997, Roger Fidler introduced the idea of mediamorphosis to help explain 
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where new media come from and how these new media impact existing media. He 

defines mediamorphosis as, “The transformation of communication media, usually 

brought about by the complex interplay of perceived needs, competitive and political 

pressures, and social and technological innovations.” He posits media evolve as their 

environments change for the maximum chance of survival, just as living creatures. He 

argues these media materialize from the metamorphosis of existing media (Severin & 

Tankard, 2001, p. 380). This description of mediamorphosis is especially relevant to the 

Web, as Internet advertising immediately stood apart from traditional advertising, but 

without losing touch of all characteristics. Similar to print, Internet advertising is 

integrated within the editorial content. However, on the Internet, advertising must 

compete with Web page content. Additionally, advertising through traditional media is 

intended to attract attention and keep the consumer within a bounded space. 

Alternatively, advertising over the Internet is most often used to take the consumer to 

another Web page through hyperlinks. These fundamental differences between traditional 

and online advertising have forced marketers to evolve their strategies and learn how to 

adapt their campaigns to the new advertising landscape.

Since the first online advertisement appeared in 1994, online advertising has 

introduced a world of opportunities not possible offline. Through sophisticated targeting 

technologies and improved measurement capabilities, online advertisements are most 

valued for their ability to deliver a specific message to a specific consumer. Advertisers 

are able to evaluate their marketing efforts in real time and instantly alter them if needed. 

Marketers have thus experienced a greater return on investment. The tangible benefits of 
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online advertising have helped the sector grow at an astonishing rate. “In 2003, the online 

sector held two percent of the total advertising spend across advertising media. The 

growth in online advertising now supports the entire UK media market (McStay, 2010).”

Economic Effects

In 2009, the Interactive Advertising Board (IAB) constructed a report titled, 

“Economic Value of the Advertising-Supported Internet Ecosystem.” The report 

demonstrates how important Internet advertising is to the development of the Internet. 

The IAB defines advertising-supported Internet as, ”…all activity on the Web intended to 

promote marketplace exchange of products, services, or information.” The report also 

explores the economic and social benefits of the advertising-supported Internet and the 

companies associated with the Internet (Hamilton Consultants, Inc., Deighton, & Quelch, 

2009).

A 2002 study discovered advertising contributed seven percent of the $78 billion 

paid for Internet services to the U.S. economy. By 2009, the value of the Internet 

doubled, the amount of online advertising quadrupled, and advertising’s contribution to 

Internet funding increased to 11 percent. A clear benefit of paid Internet advertising has 

been its effect on Internet access. It has substantially reduced the price of access to the 

Internet and the price of e-commerce products and services, allowing consumers greater 

access to information and the marketplace. According to the IAB, “As online advertising 

technologies grow in sophistication, advertising is likely to continue to grow faster than 

other funding sources and to shoulder more of the costs of the Internet (Hamilton 

Consultants, Inc., Deighton, & Quelch, 2009).”
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In October 2009, Khan et al. set out to assess current trends in the advertising 

market. They surveyed 20 media planners and buyers who jointly manage $1.6 billion in 

annual advertising spend. 

When respondents were asked to report trends in the percent of ad budgets spent on 

each type of advertising, participants indicated that the greatest gains in market 

share of total ad dollars are in cable TV and Internet advertising. Internet ad spend 

in 2010 is expected to account for 29 percent of budgets vs. a 25.8 percent share in 

2009 (Khan et al., 2010).

This demonstrates the need for a clear understanding of Internet advertising and how it 

affects advertisers, publishers, consumers and the economy.

Sources of Advertising

There are three main sources for paid online advertising. The first is direct 

advertising, in which an advertiser buys space directly from an individual Web publisher. 

Going direct has its advantages, as there are no middlemen to drive up the cost. 

Advertisers pay low rates and are able to specifically choose the sites they feel are most 

relevant to their consumers. However, seeking out reputable and effective publishers can 

be a very time-consuming process for advertisers. While this may be a reasonable 

solution for smaller companies, many marketers are not able to invest the time and 

resources needed to identify each individual Web site based on traffic, visitor profiles and 

cost assessment. 

The second source of online advertising is through the advertising exchange 

process. An advertising exchange operates on behalf of both the sellers, Web site 
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publishers, and the buyers, advertisers. It auctions Web space, or inventory, to the highest 

bidder, using market dynamics to determine the price of each impression. “When it works 

properly, an exchange provides what advertisers and publishers have always wanted; a 

fair way to measure and charge for the value of an ad.” (Karpinski, 2009) Unlike direct 

buying, exchanges offer a platform to manage multiple relationships. However, the 

different pricing models used by these exchanges can be confusing, and the most 

effective pricing model has not yet been determine. Additionally, many publishers prefer 

to choose options that optimize the amount their advertising space is sold for. This tends 

to work best in niche, less demanded, channels.

The final source of online advertising, and an integral part of this discussion, is 

advertising networks. Advertising networks have played a significant role in the 

development of online advertising. By acting as the intermediary between advertisers and 

Web publishers, these networks make online advertising accessible, affordable and, 

ultimately, easy.

Advertising networks act as the liaisons between advertisers and Web publishers. 

They connect sites that desire to sell advertising space with agencies and advertisers 

looking to purchase space for their advertisements. The networks aggregate advertising 

space from many different Web sites, including pages on small Web sites and less visited 

pages on large sites that may otherwise go unsold. The advertising network handles the 

full scope of the relationship between the advertiser and Web publisher including the 

transaction, serving and tracking of the advertisement, and reporting on the performance. 

Since most networks deal with hundreds of Web sites, they can deliver a very large and 
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highly targeted audience. Advertising networks tend to specialize in one particular ad 

format, but sometimes work with a number of ad formats (see next section for 

explanation of ad formats). This provides flexibility to advertisers and a way to easily 

work towards reaching specific goals.

Through advertising networks, advertisers are able to obtain a large amount of 

impressions for a fraction of the cost of advertising on a single major site. Advertisers are 

also able to manage advertising across many Web sites through one central location. 

Publishers also benefit, as they are able to sell the remnant, or unsold, advertising space 

on their Web sites without having to worry about the technical work of placing the 

advertisement. Additionally, Web publishers benefit from the efficiency and time saved 

from not having to search for inventory or worry about the work involved with managing 

relationships with advertisers. 

The support of Publishers is also an important economic benefit of advertising 

networks. As a Wall Street Journal article reported in April, 2009, an estimated half a 

million individuals in the United States make their living as bloggers or small publishers 

of online content, which almost equals the amount of American lawyers (Penn & 

Zalesne, 2009).

The importance of ad networks is apparent by their prevalence and growing 

popularity. It is estimated that, out of the $8 billion advertisers spent on online display 

advertising in 2008, 70 percent went directly to Web sites and 30 percent went to 

advertising networks (Hof, 2009). “Ford now buys about 40 percent of display ads 

through ad networks, up from about 5 percent three years ago, in part because it is ‘more 
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efficient,’ says Scott Kelly, Ford’s digital marketing manager (Steel, 2009).” It is 

imperative that both advertisers and publishers alike are educated about the practices, 

functions and possible problems associated with digital advertising networks. Without 

proper knowledge, the Internet could be doomed to an overabundance of inexpensive, 

low-quality advertisements. 
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Chapter Three: Ad Network Categories

There are a number of different types of advertising networks, each with their 

own benefits and disadvantages. Some advertising networks are hybrids and may 

represent more than one of the following network categories. Many are considered 

targeted networks, which means they focu on specific targeting technologies and 

specialize in using consumer click stream data to enhance the value of the inventory they 

purchase.

Representative Networks

Representative networks typically promote high quality, premium traffic. Most 

often used by brand marketers with the intention of obtaining many targeted impressions, 

representative networks often sell these impressions at market price. They are often fully 

transparent, which means advertisers have complete control over the Web site and 

specific placement of their advertisements. Transparent networks allow advertisers to 

access all information regarding when and where their advertisements were placed. 

Transparency is growing in importance, yet some advertising networks are not 

transparent and thus do not report to advertisers where their ads are shown. 

Blind Networks

Known as blind ad placement, this practice makes it difficult for advertisers and 

publishers to measure the value of ad networks, which makes it difficult to cross-check 

performance data across other data sources. This also complicates cross-vehicle 

performance comparisons, which are very important when evaluating the effectiveness of 

campaigns. Blind networks offer low pricing in exchange for a lack of advertiser control 
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over where advertisements will be placed. Blind networks are able to achieve very low 

costs by purchasing large amounts of remnant inventory, which may otherwise go unsold. 

Affiliate Networks

Affiliate networks allow publishers to post and monitor campaigns from a 

selection of advertisers. Publishers are often paid per each action, often referred to as a 

conversion, generated by the campaign or based on commission of user sales. This action 

may involve the consumer filling out a registration form, continuing to a specific page, or 

even purchasing a product or service. 

Horizontal Networks

Advertising networks can then be broken down into horizontal or vertical. 

Horizontal advertising networks focus on reach. They represent hundreds, if not 

thousands, of Web sites with an assortment of audiences. The goal is often to reach as 

many people as possible, with little regard for the profile of the audience.

Vertical Networks

On the other hand, vertical advertising networks target ads to specific audiences. 

These audiences may be defined by demographic or psychographic profile, or by the 

category of content they are seeking. Advertisements placed through vertical networks 

benefit from being served on highly-targeted websites. This means advertising is placed 

in an environment relevant to the message. It also means consumers are much more likely 

to have an affinity for the content of the message. 

In April 2009, comScore, Inc. released their study of vertical ad networks. The 

study found the collective reach of vertical ad networks increased significantly over the 
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previous year, increasing to 57.1 percent of the total U.S. Internet audience in March 

2009 from 21.5 percent in March 2008.

The study also demonstrated that vertical advertising networks are extremely successful 

at attaining higher engagement with site category content.

Of the five segments studied, people reached by vertical ad networks spent at least 

60 percent more time in those site categories than the average category visitor. 

For example, people reached in the Gaming segment spent 423 minutes per visitor 

on sites in that category, 123 percent higher that the average visitor (ComScore 

Study Highlights, 2009).

Ad Optimizers

Another form of advertising networks are those that work to optimize the 

advertising across different networks. In the fourth quarter of 2009, investors spent $74 

million on online targeting and optimization, more than doubling the 2009 Q4 

investments. Some of the greatest investments were in Adchemy, a data-driven ad and 
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content targeter, who raised $31 million and AudienceScience, a behavioral targeter, who 

raised $20 million (The rubicon project, 2009).

Many large publishers choose to utilize a variety of ad networks in conjunction 

with direct advertising campaigns in order to fully monetize their Web sites. Services 

such as PubMatic and Omniture are specifically designed to use statistical data to track 

and optimize ad networks by identifying the best performing ad networks and 

advertisements. 

Advertising optimizers try to serve the highest value ad from ad networks onto a 

Web page at any given moment. Factors that may be identified as affecting ad 

performance include position of the advertisement as well as the layout, color and font 

style on the Web site. Working with multiple ad networks helps publishers avoid 

defaulting, which is the situation that occurs when no ads appear in a reserved ad space. 

Additionally, using multiple ad networks increases the opportunity of having relevant, 

contextual ad content (Bazzano & De Rossi, 2009).
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Chapter Four: Online Advertising Formats

Search

Search advertising has been the most successful digital platform since 2004. With 

this, advertisers pay to have their company’s Web site domain name linked to a specific 

search word or phrase.  It accounted for 47 percent, or $10.7 billion, of 2009 online ad 

spending in the United States (PricewaterhouseCoopers, 2010) and 40 percent of all 

online ad spending worldwide (McStay, 2010). The U.S. core search market grew 16 

percent in 2009, driven by a 6-percent gain in unique searchers and a 10-percent gain in 

search queries per user. Google and Bing led among the core search engines in terms of 

increases in market share (The 2009 U.S., 2010). 

Search advertising includes paid listings, contextual searches and paid inclusion. 

Paid listings occur when text links appear in conjunction with search results for specific 

keywords. Advertisers choose a set of words or phrases that relate to their business. They 

then bid on these keywords or phrases for positioning and pay only when a user clicks on 

the text link. Contextual searches are when text links appear in conjunction with an 

article based on the content. Likewise, advertisers pay only when a user clicks on the text 

link. Finally, paid inclusion is when an advertiser’s URL is guaranteed to be indexed by a 

search engine to give the appearance of an organic search result. The fundamental benefit 

of search advertising is that it targets consumers when they are actively seeking 

information about products or services.  Search engine optimization is the process in 

which Web sites are modified to help search engines automatically index the site. The 

goal is for the Web site rank better in organic search results, which often has a higher 
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level of consumer trust than paid links.

Display

Display advertising includes banner ads, rich media, digital video and 

sponsorship. With display advertising, publishers are paid for space on their Web site to 

exhibit a static or hyper-linked banner or logo. Advertisers are able to track how many 

users have been exposed to their message based on click-through rates and Web-page 

impressions. With the Internet’s increased share of media spend in 2009, display ad 

impressions grew 21 percent. This was due to an eight-percent increase in reach and a 12-

percent increase in average frequency (The 2009 U.S., 2010). Display banner ads alone 

accounted for 22 percent, or $5.1 billion, of revenues in 2009 (PricewaterhouseCoopers, 

2010). 

Digital video advertisements appear as video commercials before, during or after 

video content including streaming video, animation, games and music videos. “Six out of 

seven U.S. Internet users now view online video content in a month, with YouTube and 

Hulu continuing to experience rapid increases in viewership (The 2009 U.S., 2010). A 

2008 study by Burst Media found over 53 percent of online video viewers recall seeing 

ads attached to their web programming. However, over 75 percent of respondents said the 

in-stream advertisements were intrusive (McStay, 2010). 

Rich media advertisements incorporate animation, sound, and often interactivity. 

These ads may appear as banners, buttons, and interstitials, as well as over-the-page units 

such as floating advertisements, page take-overs and tear-backs (McStay, 2010). 

Sponsorships occur when custom content created specifically for an advertiser is placed 
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on publisher Web sites. This content may include display ads, logos, advertorial, or 

video. 

Classified

Classified advertising has become the third most prevalent digital advertising 

format (McStay, 2010). With classified advertising, publishers are paid to list specific 

products or services. It is especially popular for targeting local markets with specialized 

campaigns. However, in 2009, classified advertising revenues totaled $2.3 billion, which 

was a 29 percent drop from 2008 figures (PricewaterhouseCoopers, 2010).

Lead Geneartion

Lead generation is an additional form of online advertising. In the case of lead 

generation, publishers are paid fees for referring qualified purchase inquiries or specified 

consumer information. Advertisers only pay when such information is provided, so this is 

a valuable way for marketers to obtain information on potential customers. Like 

classifieds, this form of advertising has also suffered, accounting for six percent, or $1.5 

billion, of 2009 revenues, which represents a 14 percent decrease from 2008 

(PricewaterhouseCoopers, 2010).

Email

In 2008, around 210 billion e-mails were sent per day, with 63 percent of traffic 

being consumer and 37 percent being attributed to corporate email messages. By 2012, it 

is predicted 419 billion e-mails will be sent each day (McStay, 2010). Given these 

figures, the importance of e-mail advertising is not surprising. Still, e-mail revenues only 

accounted for one percent of 2009 revenues, totaling $292 million. This was a 28 percent 
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drop from $405 million in 2008 (PricewaterhouseCoopers, 2010). E-mail advertising may 

include any paid communication via electronic mail, including newsletters and marketing 

campaigns that include banner ads, links or sponsorships related to an advertiser. While 

the biggest advantage of e-mail marketing is the potential level of intimacy a marketer 

may reach with their consumer, a common complaint about e-mail marketing is that most 

of these communications are “spam,” or unsolicited bulk email. “Figures for unsolicited 

e-mail range between 80 percent and 95 percent (McStay, 2010).” Regardless, e-mail has 

become the most prevalent form of direct-response marketing, with 35 percent of 

companies using it opposed to the 25 percent who use traditional direct mail and 21 

percent who use package, statement stuffers or freestanding inserts (Miller, 2008). 

Source: PricewaterhouseCoopers LLC, 2010

Effectiveness
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In 2009, Fulgoni and Morn reported on 139 studies in which the online behavior 

of consumers exposed to display advertisements was monitored. On average, there was a 

65-percent increase in visitation to the advertiser’s site during the first week following 

the first exposure to an advertisement. This increase may have been overlooked if the 

performance had been monitored using only click data. Even with few or no clicks, 

online display advertisements have proven to,  …”generate substantial life in site 

visitation, trademark search queries, and lift in both online and offline sales (Fulgoni & 

Morn, 2009).”

However, Fulgoni and Morn also found display advertising to result in an increase 

in visitation to competitor sites. This implies consumers tend to partake in comparison-

shopping after being exposed to a display ad. Additionally, exposure to display 

advertisements proved to result in a greater percent of users conducting a generic search 

query rather than searching for a particular brand. While this may seem counterintuitive, 

Fulgoni and Morn point out research has indicated most prepurchase search activity 

involves generic search terms.
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Chapter Five: Revenue Models

When an advertising network serves an ad, either impressions or clicks may 

generate revenue for the publisher, ad network and advertiser. Additionally, an advertiser 

may define an action that must be completed by a consumer before the publisher is paid. 

This action, often referred to as an acquisition or conversion, usually involves an 

ecommerce transaction such as filling out a registration form, signing up for newsletter, 

or purchasing an item.

Cost Per Thousand

Cost per thousand (CPM) is a pricing model in which the publisher is paid for 

each impression served. Regardless of the effectiveness of the advertisement, the 

advertiser must pay a rate negotiated based on every thousand impressions served. This 

pricing model is commonly used in branding efforts and tends to range from as low as $1 

CPM for non-premium space to more than $30 CPM for premium inventory (Khan et al., 

2010). In the second quarter of 2009, about 38 percent of revenue was based on CPM or 

impressions, which was a decrease from 42 percent in the second quarter of 2008 

(PricewaterhouseCoopers, 2009). This is a popular pricing model for branding purposes, 

as the goal is to reach large amounts of people.

Cost Per Click

Cost per click (CPC) is a performance-based pricing model in which the publisher 

is paid for each unique click on an advertisement. This is commonly used in search 

engine advertising. Like cost per click, cost per acquisition (CPA) is also performance-

based, but the publisher is instead paid every time a user completes an advertiser-defined 
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conversion. CPA pricing is most often used with lead generation and affiliate advertising. 

About 58 percent of revenue in the second quarter of 2009 was based on performance 

pricing, which was an increase of four percent from the second quarter of 2008 

(PricewaterhouseCoopers, 2009). In the United Kingdom, about 85 percent of total online 

advertising dollars are spent on performance-based models (Khan et al., 2010).

Overall, performance-based pricing continues to maintain a strong growth pattern 

since it first became the most prevalent pricing model in 2006. Impression-based CPM 

pricing follows, but has declined as a percentage of revenue due to the popularity of 

performance-based pricing models. Hybrid pricing, a more branding-focused version of 

cost per click, has seen the greatest loss in percentage revenue. It dropped from 17 

percent in 2004 to 4 percent in 2009 (PricewaterhouseCoopers, 2009). Hybrid pricing can 

be confusing to advertisers, as they must integrate both performance and branding 

objectives into their campaign goals. The economic recession has likely supported the 

growth of performance-based pricing, as marketers are looking for a tangible return on 

investment more than ever.
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Source: PricewaterhouseCoopers LLC, 2009

Industry Problems

Due to their affordable pricing models, many large media companies are blaming 

ad networks for inundating the Internet with cheap, and often low-quality, 

advertisements. Ad networks have also been blamed for the drop in revenue for online 

display ads in 2009. On the contrary, many Internet analysts believe the problem lies in 

the Web sites for offering far too much, and still increasing, advertising space. 

Theoretically, inventory on the web is unlimited, so the likelihood of an overabundance 

of low-quality advertising is high.

As a result, several large companies have expressed concern over the effect of 

advertising networks on their brand. Walt Disney’s ESPN, Time Warner’s Turner 

Broadcasting and Forbes magazine have all ceased working with ad networks in an effort 
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to protect their brand from low-quality advertising. Weather Channel has also stopped 

using ad networks on the Web site and has instead opted for special sponsorships. 

Partnering with Sony for a promotion of their film, “Cloudy With a Chance of 

Meatballs,” a campaign was introduced including meatballs falling from the sky during 

rainy weather forecasts on Weather.com (Steel, 2009).

Ad-network executives say they provide a valuable revenue stream for Web 

publishers and an efficient way for advertisers to reach their customers at a low 

price. They say the Web sites need to figure out smarter ways to decide which ads 

to sell directly and which to sell through third parties (Steel, 2009).

According to the mutation of effects theory, advertising effects mutate of time. If 

an advertising technique is overused, such advertising loses its effectiveness, as 

consumers become resistant to the technique. This may be especially relevant with 

advertising networks, which often display the same messages using the same techniques 

to the same target audience (Nyilasy & Reid, 2009). However, a comScore study found 

the benefits of inundating consumers with a particular message through multiple 

advertising techniques. 

When consumers are exposed to a campaign in multiple channels, it appears to be 

everywhere. This sense of omni-presence drives up not only awareness measures 

but also moves consumers to higher interest and intent to purchase the brand 

(comScore, 2010).

Given the increasing amount of leisure time consumers spend on the Internet, it is 

imperative for brands to include online advertising in their media plan. Advertising 
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networks make these communications accessible and affordable for may companies who 

may not otherwise have the money or resources to reach such a large audience.
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Chapter Six: Targeting Techniques

The formation of the Internet into a mass medium has changed the way people 

consume advertising messages. In 2000, Stafford and Stafford identified the five 

underlying factors of Web use motivation. These include a search factor, a cognitive 

factor, a new and unique factor, a social factor and an entertainment factor (McStay, 

2010). The main benefit of online advertising is the selection of targeting techniques that 

can satisfy those underlying needs of Internet usage. 

Advertisements may be shown to specific audiences based on demographic 

information or content may be tailored to a specific consumer’s location. Ads may also 

be targeted based on content or a consumer’s online behavior, allowing messages to be 

displayed to large segments of like-minded individuals.

Contextual

Contextual targeting has become one of the most prevalent ways to place an ad on 

the Internet. The fundamental purpose behind contextual targeting is to create a demand 

by relating to a known interest. For example, an article about bass fishing may 

contextually serve an ad for fishing poles. However, contextual targeting does not come 

without problems. Until recently, targeting was based completely on context, with little to 

no regard for the tone or sentiment of the Web page or article. As a result, marketers 

found their ads served next to relevant, but unflattering articles. For example, Silk Soy 

Products have found their ads placed next to articles about the potentially harmful effects 

of Soy. Another popular example of this inefficiency is when an airline’s ads have 

appeared next to articles about plane crashes. Semantic targeting, a more sophisticated 
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form of contextual targeting, will be the answer to this problem. Rather than only 

scanning a Web page for keywords, semantic technology scans all words to identify the 

sentiment of the content. This will deter ads from being placed next to content that may 

be detrimental. Additionally, semantic technology can be used for brand protection. In 

this event, ads can be blocked from being placed next to controversial content.

Site targeting is a form of contextual targeting, but is most often based on the 

content of the Web site, rather than the more granular Web page. Site targeting allows 

advertisers to serve ads on Web sites that are related to the advertised product. In this 

case, many ad networks will aggregate publisher Web sites into categories. These 

categories are then sold as bulk packages to advertisers. For example, a luxury skin care 

line may choose to advertise on sites dedicated to women’s health and beauty. 

Demographic

Demographic targeting has long been an important tool in offline marketing. 

Demographic targeting assumes consumers are defined by attributes such as age, race, 

gender, income, disabilities, education or employment. Ads are served based on a 

specified combination of these attributes. However, a difficulty in online advertising has 

been collecting this information from consumers. Often, consumers must first fill out a 

registration form or survey for that information to be collected and stored.

Daypart

Daypart targeting has also been used for years offline. This targeting focuses on 

the life schedules of consumers, including work and school. An example is serving ads 

for Subway from 11 a.m. to 1 p.m., when consumers are likely heading to, or thinking 
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about, lunch. 

Geographic

Geotargeting targets consumers based on their geographic location. It uses 

location data mined from the Internet service provider (ISP) or Internet protocol (IP) 

address. Geotargeting is especially popular with local businesses or larger marketers with 

localized objectives.

Behavioral

Behavioral targeting focuses on a consumer’s interest rather than the context of 

the Web page. The online patterns of consumers are used to understand their interests. In 

this process, data is retrieved from cookies to identify trends based on past behavior. For 

example, spending a good deal of time on dog training sites indicates a person probably 

owns a dog. This information can be used to serve people ads they will likely find 

relevant and interesting. In this example, the consumer can be shown ads for dog toys 

even after he or she has left the dog training website.

Predictive behavioral targeting merges data from a variety of sources and makes 

predictions about how an individual user is most likely going to respond to marketing 

messages. Predictive behavioral targeting technologies track user click behavior, learn 

from it, and combine that knowledge with third party data to make predictions about their 

interests and future behavior. A random sample of users is then polled on their 

demographics and psychographics such as interests and lifestyle. Finally, the information 

is attributed to a user group as a prediction of behavior.

Retargeting, often referred to as remarketing offline, is another form of behavioral 
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targeting. Retargeting identifies consumers who began but did not complete a conversion, 

such as a registration or purchase. The consumer is then served ads in hopes they will 

convert and complete the desired action.

Purchase-Based

Finally, purchase-based targeting identifies consumers who have made purchases 

on publisher sites. The original purchase dictates what ads the consumer will be served. If 

a person purchased a guitar, they may be served ads for amplifiers, guitar strings, or 

instructional videos.

Many display ad campaigns, including those targeting with demographic or 

behavioral data, are purchased based on keyword or content. However, also on the rise in 

the fourth quarter of 2009 was the return of brand dollars and interest in retargeting, 

remarketing and audience-targeted buys. These rates were significantly higher than 

standard site buys, with CPMs for audience-targeted campaigns being on average four 

times higher than content-based buys in the REVV Marketplace, the world’s largest 

online advertising marketplace. (The rubicon project, 2009). “According to Marketing 

Sherpa data, 40.5 percent of marketers said contextual targeting delivers good return on 

investment; behavioral targeting was not far behind at 36.7 percent (Lemonnier, 2008).”

Regardless of what strategy advertisers use to reach their consumers, targeting is 

the most valuable asset of online advertising. However, some forms of targeting are in 

danger of being deemed illegal. The next chapter will examine debate over the use of 

cookies to track consumers’ profiles and Internet usage.
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Chapter Seven: The Cookie Contention

In 2010, we enter a world of addressable advertising that delivers highly 

personalized, relevant messages to consumers in a value exchange with 

advertisers. Addressable advertising harnesses behavioral and purchase data to 

assess buying intent and customization of messages, much like Amazon 

recommendations. The end results are less intrusive ads and more valuable 

information being delivered (Donaldson, 2010).

Almost all online targeting techniques benefit from the use of cookies. Cookies 

have been referred to as the digital cousin of the barcode. Both the European Union and 

U.S. governments have been trying to enforce opt-in for the collection of any consumer 

information as well as the storage of any information on consumers’ computers. Cookies 

collect non-personally identifiable (NPI) information such as search history and Web 

sites visited. Around 30 percent of cookies are deleted each month, which makes it 

difficult to use cookies to track behavior over time (Fulgoni & Morn, 2009). However, 

the ethical use of cookies is a highly-debated topic, even despite their deletion rate.

Self-Regulatory Principles

In July of 2009, the Self-Regulatory Principles for Online Behavioral Advertising 

were published. These principles serve as a set of guidelines for advertisers, service 

providers, publishers and networks to follow regarding the collection and use of online 

behavioral data. The principles were formed by the American Association of Advertising 

Agencies (4A’s), the Interactive Advertising Bureau (IAB), the Association of National 

Advertisers (ANA) and the Direct Marketing Association (DMA). The principles focus 
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on areas the Federal Trade Commission (FTC) identified as suitable for industry self-

regulation. With these principles, consumers should experience greater control over data 

collected for the purpose of online behavioral advertising.

• The education principle calls for online organizations to participate in activities to 

educate consumers about online behavioral advertising. As part of this principle, 

an advertising campaign has been executed to educate consumers and will exceed 

500 million online impressions. 

• The transparency principle calls for easily accessible and understandable 

disclosures to consumers regarding data collection and behavioral targeting 

practices. 

• The consumer control principle aims to provide consumers with more control 

over what data is being collected for the purpose of behavioral advertising. 

• The data security principle calls for online organizations to insure collected data is 

stored securely and for a limited amount of time. 

• The material changes principle encourages organizations to obtain consent before 

applying changes their online behavioral data collection policies or procedures to 

data collected before the change. 

• The sensitive data principle provides restrictions on collecting certain health and 

financial information. It also requires parental consent for behavioral advertising 

to any consumers known to be under age 13 on child-directed Web sites. 

• The accountability principle calls for the development of programs to advance the 

previous principles, including programs to monitor and report non-compliance 
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with the principles (Federal Trade Commission, 2009).

An additional concern is that user data obtained by advertising networks is often 

kept for their own benefit without sharing with the advertisers. In his 2009 article, “Who 

owns metrics?: Building a bill of rights for online advertisers” Benjamin Edelman, 

assistant professor at the Harvard Business School, states,

Incidental to an advertiser’s online ad purchases, various data are generated about 

users and their interests… When an advertiser buys online placements, the data 

generated from those placements should benefit the advertiser, not the network or 

its other advertisers (Edelman, 2009).

Edelman argues the current industry norms of denying advertisers information 

about where their ads are shown result in wasted advertising budgets with no marketing 

benefits. He notes Google’s “AdWords Terms and Conditions,” in which it is stated, 

“Customer understands and agrees that ads may be placed on any other content or 

property provided by a third party (‘Partner’) upon which Google places ads (‘Partner 

Property’).” This is especially a threat to brand advertisers, who rely heavily on the 

quality of content their ads are placed next to.

Industry Response

In summer of 2010, interactive ad agencies are planning to introduce an icon that 

will be placed on any behaviorally-targeted advertisement. The icon, an “i” in a circle, 

will appear on the upper right hand corner of each advertisement. There will also be a 

landing page linked to each icon with information about targeting and instructions on 

how to opt out (Davis, 2010). The goal is to make advertising agencies transparent to 
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consumers and allow consumers to choose when their personal information is being 

collected. 

Consumers always have the option of viewing and deleting cookies in their 

browsers, ultimately giving them the power and ownership over their data. However, 

many consumers do not know how to access or use the cookies on their browser. Some 

suggest it is the responsibility of the Internet browsers to remedy this situation and give 

consumers easier access to their cookies, but for now it remains the burden of the 

advertising industry.

Benefits of Cookies

Without cookies to track the intent of audiences, it is likely the online advertising 

industry will end up with high CPMs for small audiences. Also, as Dean Donaldson 

points out in a 2010 article, “Without cookies, navigating the Internet would be a painful 

experience full of repetitive tasks and irrelevant messages (Donaldson, 2010).”

Cookies may also benefit those who are new to the Internet by creating patterns 

and allowing for easier access of information. Approximately 100 million Americans do 

not have broadband access at home, and many of those people are elderly or 

disadvantaged and use the computer only when publicly accessible, if at all. The National 

Broadband Plan, introduced by President Obama in 2009, aims to give every American 

affordable access to broadband capability in their home. This initiative will undoubtedly 

introduce many users to the Internet. According to the adaptive structuration theory, 

information technology has the potential to increase the resources of both those who had 

them prior to its adoption and those who possessed fewer resources prior to its adoption. 
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Technology is evolving in order to facilitate efficient processing of information. The 

result is technology that primarily meets the needs of those who adopted it early, thus 

excluding those who are already disadvantaged. Cookies and predictive technologies 

make online practices such as ecommerce, research and entertainment easier for those 

who may not be as comfortable with the Internet (Mason & Hacker, 2003). It is 

extremely important all Internet users are able to benefit from its use. Additionally, many 

free services such as Google’s Gmail and social networking site Facebook are supported 

by the revenue generated from targeted advertising.

Federal Opinion

Advertising agencies argues the “i” icon is a sufficient effort to inform consumers 

about their targeting rights and options, as opposed to the lengthy and dense privacy 

policies that many companies post to their Web sites. Meanwhile, advocacy groups for 

consumer privacy are not satisfied with the icon and would instead like strict regulation. 

They have filed complaints with the FTC about behavioral advertising and are worried 

about the consequences to consumers. Jeff Chester, the Center for Digital Democracy’s 

executive director, stated, 

Online marketers have made what was science fiction in ‘Minority Report’ now a 

reality. They have created a stunning and impressive – but deeply disturbing – 

automated system that, while boosting revenues and efficiency, has very serious 

consequences to consumers (Davis, 2010).

As behavioral targeting becomes more sophisticated, these groups argue 

consumers should be able to reap the benefits of their data, which is used to convince 
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marketers to pay a premium for ad space. The groups argue consumers should receive a 

portion of the profits from any revenue collected as a result of using their data.

The debate over cookies and consumer privacy will undoubtedly be long and 

heated.  Jon Leibowitz, appointed as FTC Chairman by President Barack Obama in 

February of 2009, wants to strictly regulate, if not completely terminate, the use of 

cookies for targeting advertisements. Behavioral targeting is a top priority on his agenda, 

and he plans to make all targeted ads on the Internet “opt-in,” requiring consumers to 

consent to have their search history and site visitation data collected. Leibowitz is 

strongly supported by Rick Boucher, chair of the House of Representatives’ 

Subcommittee on Communications, Technology and Internet (MacMillan, 2009). 

Together, the two are working with their committees to pass legislation to mandate opt-in 

targeting.

This would greatly affect advertising networks. Mandating an opt-in process for 

cookies would be complicated. Ad networks do not have space on publisher pages to ask 

for an opt-in. Ultimately resulting in lower CPMs, publishers and advertising networks 

would experience an extreme decrease in revenue. Some argue this would lead to more 

advertising on the Internet, as advertisers try to make up for having less targeted ads with 

more ad units.
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Chapter Eight: Top Advertising Networks

Online advertising is a concentrated industry. Seventy-one percent of the total 

online advertising revenues in the fourth quarter of 2009 can be attributed to the top ten 

ad-selling companies (PricewaterhouseCoopers, 2010).

Advertising networks are growing out an outstanding rate. Already, eight different 

networks reach at least 75 percent of the entire U.S. online population (December 2009 

Ranking, 2010). On January 14, 2010, comScore, Inc. released its rankings of the Top 15 

ad networks. Rankings are based on reach of U.S. Internet users in December 2009. The 

following outlines each of the top 15 networks and what they have done to attain such 

success.
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AOL’s Advertising.com was the first advertising network. Partners in the 

network include 78 of AdAge’s Top 100 advertisers and 70 of comScore’s Top 100 

publishers. AOL Advertising is completely transparent and offers the ability to reach 183 

million unique monthly visitors. They offer a variety of targeting techniques, including a 

sophisticated method of behavioral targeting, which evaluates visitation and frequency 

metrics to eliminate irrelevant traffic. AOL’s LeadBack Suite allows retargeting of users 

who have visited an advertiser’s website, seen or clicked on an ad, visited a advertiser-

sponsored webpage, and even ones who have not yet visited the site. The third major way 

37



AOL targets audiences is by site. In this case, ads are placed based on content or a 

particular site’s demonstrated inclination to attract a particular audience. Finally, AOL 

offers many non-behavioral targeting techniques including by demographic/household, 

survey-based, purchase-based, geographic, time, technographic (Internet connection 

speed, operating system, browser type, language, domain), custom database match and 

look-alike modeling (target users who exhibit similar characteristics to your customers). 

 In 2009, more people spent time on Yahoo than any 

other destination on the Internet. Its network receives 176.4 million unique visitors a 

month and reaches almost 85 percent of the U.S. Internet audiences. Each user is reached 

more than 960 times per month, or 30 times day, to achieve very high-scale targeting. 

Yahoo offers geographic, demographic and behavioral targeting options with the choice 

of executing through display, in-banner video ads, mobile, rich media and smart ads. 

Yahoo is also partnered with the RightMedia Exchange platform, which provides an 

auction-driven marketplace for performance-based marketers. 

Google is the world’s leading online search engine.  Its network includes 

AdWords for pay-per-click search advertising, AdSense for monetization of partner sites 

with AdWords, YouTube and DoubleClick ad exchange. Targeting may be based on 

audience segment, geography, daypart, website content, browser and keywords. Ads may 

be formatted as display, rich media, video and search.

  The ValueClick Media Network represents over 5,000 advertisers and 
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13,500 publisher Web sites. ValueClick offers an assortment of user targeting and content 

targeting options. User targeting techniques include behavioral targeting with their 

Precision BT™ suite. This suite includes the options of Precision Profiles™, which 

combines consumer traffic data with predictive technologies, and Precision 

Retargeting™. Additionally, consumers may be targeted by their geographic location, 

operating system, ISP, daypart, connection speed, demographics or psychographics. For 

reaching specific audiences, ValueClick offers 21 content channels with hundreds of sub-

categories to target. They also offer the opportunity to create custom content channels or 

target a select group of single sites with options including roadblocks, site, homepage and 

gateway sponsorships and micro-sites. For a less targeted approach, ValueClick also 

offers run of network ads that allow an advertiser to benefit from a large audience.

 Microsoft Media Network includes display, search and contextual 

advertising. Targeting options include demographic, behavioral, retargeting, contextual, 

and custom solutions. Microsoft Media Network U.S. was the fastest growing ad network 

in 2009, which grew 31 percent from the previous year (December 2009 Ranking, 2010)

 Specific Media’s Demographic Prediction Technology 

guarantees all ads will reach the desired audience while their Behavioral Targeting Index 

scores consumers based on interest and intent. Specific Media’s contextual targeting first 

analyzes web content and assigns a Content Relevancy Score (CRS) based on more than 

3,300 categories. Once the CRS is determined, ads appear on category-related Web sites 

and related editorial sites. Retargeting is also an opportunity with both site-level and 
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impression-level options. Site-level retargeting identifies visitors to advertiser Web sites 

and then targets them across the Specific Media Premium Network. Impression-level 

retargeting increases campaign frequency by showing ads to consumers who have already 

seen those ads outside of the Specific Media network. As a final targeting option, 

Specific Media also offers geographic targeting.

  Fox Audience Network (FAN) offers the opportunity to target its 

83 billion page views per month based on both audience and media. Audience targeting 

includes by demographics, geographic, psychographics, day part. Remarketing, personas, 

purchase-intent, life stages and usage (those who have recently interacted with ad). Media 

targetin options include by channel (Web site), personas and contextual. 

  24/7 Real Media’s Global Web Alliance targets by behavioral, demographic, 

technographic, retargeting, geo-dem (overlays geographic data with demographic 

information), daypart, content, keyword/search and custom solutions. 24/7 Real Media’s 

Open AdStream management platform integrates web analytics, comprehensive 

behavioral targeting and rich media, inventory, contracts and campaigns.

  Collective Network was the first fully transparent advertising network and 

still does not buy from any blind networks. It was the second fastest growing ad network 

in 2009, with a 22 percent growth over the previous year (December 2009 Ranking, 

2010). It serves ads to over 6,000 top-tier sites monthly. Collective Network is a member 

of the Network Advertising Initiative (NAI), and its AMP Audience Cloud targeting 
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technology complies with all of the industry’s best practices on privacy, including not 

collecting any personally identifiable information. Advertisers may target based on over 

half a billion touchpoints including demographic, psychographic, context, enthusiast 

behavior, lifestyle segmentation, brand preferences and product ownership, shopper and 

in-market behavior, and search behavior. 

 interCLICK works with over 750 premium publishers and offers 

complete site and data transparency. The company takes transparency very seriously and 

supports both in-campaign and post-campaign reporting for the most efficient decision-

making. Its “supply chain platform” runs on a CPM basis at a minimum of $10,000 a 

month. 

 Tribal Fusion is a vertical ad network for the automotive, business-to-

business and consumer packaged goods industries. They also offer optimization, which 

allows for each campaign to be altered after every click and conversion based on 

campaign objectives. Tribal Fusion offers targeting options that focus on content, 

message and audience. Content targeting include run of network, custom channel, 

channel targeting and custom site targeting. Message targeting includes interstitials, rich 

media, in-banner video, custom placements, dynamic ads and tandem ads. Site targeting 

includes retargeting, targeted reach, shopper targeting, addinity, life stage, lifestyle and 

occupational.

 Audience Science grew 16 percent from 2008 to 2009, making it 
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the third fastest growing ad network (December 2009 Ranking, 2010). With access to 386 

million unique Internet users, AudienceScience technology tracks and aggregates 

anonymous user behaviors using its suite of targeting solutions including Discovery™, 

Audience Relevant Messaging™, Audience Segments™ and Advanced Targeting™. 

Discover™ helps advertisers identify new groups to target while optimizing campaign 

performance to reach goals. Audience Relevant Messaging™ (ARM) allows advertisers 

to target messages real-time based on browsing behavior, search behavior, online and 

offline shopping history, demographics, geography and more. Audience Segments™ uses 

intent-based behavioral data to segment audiences specific to each campaign. Finally, 

AudienceScience’s Advanced Targeting™ includes site retargeting, creative retargeting 

and a variety of other target techniques including contextual, demographic, geographic, 

day part and Internet speed. 

  Traffic Marketplace’s Enhanced Segment Profiling, or esp™, blends 

behavioral, contextual, geographic and psychographic data from over 600,000 Web sites. 

They claim to have more than 120 times more data sources than any other targeting 

solution.

  Adconion is the largest independent global audience network. This 

performance driven advertising network serves approximately 95 millions impressions 

per day in the United States and 309.6 million impressions globally. Adconion specializes 

in audience targeting, including behavioral, demographic and retargeting, and supports all 

buying metrics and ad formats.
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 Turn’s targeting technology blends custom behavioral modeling with 

other audience, contextual and advertiser data for every ad impression. Turn does this by 

mapping the behavioral data of each user on dimensions including engagement, recency 

and frequency. Turn is fully transparent and only serves an ad if both the advertiser and 

publisher are known.
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Chapter Nine: Trends and Predictions

This section represents observed trends and related predictions by industry 

professionals and myself. 

As the economic recession continues, advertisers, agencies and publishers are 

increasingly choosing media with a focus on value and return on investment. Perhaps that 

is the reason Internet advertising has proven to be one of the most stable advertising 

sectors. However, online advertising has not gone untouched. In the second quarter of 

2009, Internet advertising revenue in the U.S. totaled $5.4 billion. This was a decline of .

7 percent from the first quarter, and a decline of 5.4 percent from the previous year 

(PricewaterhouseCoopers, 2009). eMarketer estimates Internet ad spending will recover 

and increase 9.2 percent in 2010. This increase is predicted to be due to a gain in search 

spending and an increase in online video advertising for brand marketers (Hallerman, 

2009). 

Many others share this prediction. Forrester Research reports 59 percent of 

advertisers in the United States plan to increase their funding of digital advertising in 

2010. This increase will come at the expense of offline efforts. Forrester predicts online 

marketing spend will reach $55 billion in 2010, and their forecast is supported by the 

various announcements in 2009 from major brand advertisers who have decided to cut 

traditional ad spend in favor of online efforts. Most notably, in late 2009, Pepsi 

announced they would not be advertising in the 2010 Superbowl and would instead focus 

that money, around $20 million dollars, online (The rubicon project, 2009). 

Marketers will continue to allocate more of their advertising dollars to digital 
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media. The motivation will eventually evolve from being economically-driven to being 

common-sense driven, as the economy improves and consumers continue to spend more 

of their leisure time online. The best way to reach consumers is to go where they are, and 

that location is the Internet. The National Broadband Plan will increase access to the 

Internet in the United States, thus increasing the value and potential of online advertising. 

As the population of digital immigrants is replaced by digital natives who rely on the 

Internet for information, communication and entertainment, the value of reaching 

consumers online will only increase.  

Advertising networks will ramain a powerful tool for delivering messages to 

large, specific audiences. Currently, eight different networks reach at least 75 percent of 

the entire U.S. online population, and this will continue to improve as more networks 

develop sophisticated technologies and as more of the U.S. population receives access to 

the Internet. In the United States, 2008 broadband penetration was around 55 percent, up 

from 47 percent the previous year. According to PewResearch Center, that half-way point 

45



of broadband adoption was significantly faster than other communication technologies at 

ten years (Horrigan, 2009). It took the personal computer 18 years, color TV 18 years, 

cell phone 15 years, VCR 14 years, and CD player 10.5 years to reach 50 percent of U.S. 

adults (McStay, 2010). The fast adoption of broadband is simply another demonstration 

of how important it is for advertisers to adapt to online advertising as a key strategy for 

reaching consumers.

Audience-targeted buys will also rise, as predicted by Raj Chauhan, vice president 

of demand development for the Rubicon Project. He expects an increase of 20 to 25 

percent by mid-2010, due to premium publishers becoming more familiar and 

comfortable with their audiences and in turn becoming more efficient at packing and 

setting inventory rates (The rubicon project, 2009). As Matt Spiegel, chief executive 

officer of OMD, Omnicom Media’s digital group, said, “Moving from site-targeting to 

people-targeting is the central dynamic of the industry (Hof, 2009).” The growing 

emphasis on targeting specific audiences will contribute to the success of vertical 

advertising networks, whose increasingly sophisticated targeting technologies will be 

able to target very specific audiences.

This is, of course, assuming cookies continue to be an accepted form of data 

collection. Advocates of consumer privacy will continue to fight for greater behavioral 

targeting restrictions. While the “i” icon satisfies a battle advocacy groups have been 

fighting for some time, these groups are still looking for stricter regulations. For example, 

some groups would like complete transparency, so any companies who collects 

information must disclose exactly what information they have collected and in what 
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manner. There is also a fight to enhance web browsers, so consumers may have easier 

access to their data and may make more educated choices on how they would like to be 

tracked. Finally, many advocacy groups would like the sensitive data umbrella to include 

all medical and financial information, meaning no such information can be collected 

about users. Medical and financial companies happen to be some of the biggest online 

advertisers. Stricter regulation is inevitable as long as consumers and advocacy groups 

continue to fear data collection. As technology advances and tracking capabilities become 

more refined, the desire to not be tracked will continue to grow. However, as the example 

of medical and financial information shows, strict regulation on tracking consumers can 

have a very negative effect on the economy. With over 2 percent of the United States’ 

gross domestic product relying on the advertising-supported Internet, removing the main 

sources of funding from that sector would be devastating.

Contextual targeting will continue to increase in value as semantic technologies 

improve. Understanding the sentiment of text before an advertisement is placed alongside 

it will allow for greater security for brand advertisers and greater relevancy for all. Sites 

with this technology will be able to serve ads at higher rates because of their precise 

targeting.

In an effort to raise the value of their advertising space, some publishers will 

choose to reduce inventory. Too much advertising is bringing down click-though rates 

and CPMs. The idea is that by reducing the number of ads on each page, click-through 

rates will increase, as will revenue. This will often eliminate remnant ad space that was 

sold at a low rate, if at all. In October 2008, SmartMoney cut their ads down from three 
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to two by eliminating a skyscraper at the bottom of the page. SmartMoney saw a 21 

percent increase in aggregate click-through rates and the site sold out in the fourth quarter 

of 2008. The redesign also resulted in a better user experience resulting in more page 

visits and more time spent on each page (Klaassen, 2009, p.6). While this pattern with 

SmartMoney did not last, it displays the potential benefit in the reduction of inventory. 

Some companies, including AOL, continue to test this hypothesis.

As online ad spending increases, so will the power of advertising networks. In 

2008, Razorfish, one of the world’s largest interactive agencies, did business with over 

800 online media vendors. Without advertising networks, buying online advertising 

requires hundreds of suppliers and management of the costs associated with contracts, 

billings and accounting. Because of this, agencies often work with advertising networks 

because of their low cost and convenient packages. 

However, while advertising networks play the middleman between publishers and 

advertisers, advertising agencies are not always benefiting from the relationships. 

Advertising rates are dropping while the ad networks take a larger share of the profit, and 

agencies are seeing margins drop to 10 percent or lower. Many agencies will form their 

own advertising networks, called demand-side networks, which will acquire and sell 

inventory to their clients. If these demand-side networks are successful, it will lead to 

higher margins for publishers and advertisers to share (Zimbalist, 2009). WPP Group, 

one of the big five advertising holding companies, has already formed and found success 

with 24/7 Real Media. Agencies argue ad networks will never be able to replicate the 

combination of creativity and strategy found in an advertising agency. 
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With the emergence of ad exchanges and networks, the agency universe is now 

saying, ‘Hey, we can have out own equivalent of these. We are demand 

aggregators; we have the dollars and the data, and we can marry that up with 

different sources of supply.” –Jay Sears, VP strategic products and business 

development for ad exchange Adsdaq (Karpinski, 2009).
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Chapter Ten: Conclusion

By October 2008, then presidential candidate Barack Obama had spent nearly $8 

million on digital advertising, and that was one month prior to the election. He spent this 

campaign money on Google, Yahoo, Facebook, news websites, advertising networks and 

even Massive, an in-game advertising firm (McStay, 2010). This example displays the 

prevalence of paid online advertising is only outweighed by its importance. The Internet 

is a medium with the potential to make information truly attainable for all, and it relies on 

the funds from advertising revenue. While there are multiple sources of attaining 

advertising on the Internet, advertising networks prove to be some of the most effective 

and most popular tools.

From transparency to pricing and from data collection to ad serving, there is no 

shortage of criticisms of advertising networks. However, each criticism comes with its 

own retort. Advertising networks make mass Internet marketing accessible for even the 

smallest company. They aggregate information and target consumers with advanced 

technologies at competitive prices. The revenue generated from these networks help 

sustain the Internet and fund its growth is accessibility.

When considering the impact of online advertising, it is imperative to remember 

the importance of the Internet. If fear and misunderstanding command the regulation of 

Internet advertising, we risk stifling the one medium that truly has the power to bring 

people together.

Limitations of this discussion include a lack of timely academic resources. As the 

Internet is constantly evolving, scholarly work cannot be published quickly enough to 
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stay relevant. Industry sources are published at a much quicker rate, and therefore served 

as the primary sources for this research. Further exploration of advertising networks and 

the ecosystem of Internet adverting must be completed regularly, as the environment is 

constantly evolving. 
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