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Advertising – how it used to be



Pay-per-impression

Price depends on how many people your 
advertisement is shown to.

(whether or not they look at it, or care about it)

“Half the money I spend on advertising is wasted; 
the trouble is, I don’t know which half”

Andrew Wanamaker, advertising pioneer



Sponsored Search Ads
Payperdi



Price determined by auction –
per keyword

Slot One
Slot Two

Ad A
Ad B

Ad C

“Most people don’t realize that all that money comes in pennies at a 
time”                                        Hal Varian, Google Chief Economist
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Switch to auctions/PPC watershed 

� Allows advertiser to much more finely target customers.
� Customer did a search on related topic
� Customer then bothered to click on the ad.

� Reduces risk to advertisers.
� Provides advertisers with very accurate metrics.

� Was the ad clicked on?
� Did the click result in a purchase?

� Nobody is getting locked into long-term constracts.
� Users are happier because the ads they are being shown are 

higher quality and better tailored to their needs.
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Example – GSP not truthful
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Same example with VCG
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GSP has been the dominant paradigm in sponsored
search anchors

possible that revenue frm GSD
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No direct revenue comparison
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