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This book guides you to build a quality campaign from the ground up to compete on the highest level.

—Ping Jen, Product Manager, Bing Ads

The title of this book isn’t pulling any punches; it really is the “ultimate guide” to pay-per-click advertising. Whether you’re just getting started with PPC or if you’re an old pro, this book is not only “ultimate” but it is also essential. Each chapter is filled with timeless information that can serve as the bedrock of your PPC campaign foundation. The strategies in this book will improve your PPC performance and ultimately grow your business. This content will deliver value for years to come. Your ROI on buying this book is off the charts!

—Joseph Kerschbaum, Midwest Account Director, 3Q Digital

Brilliant insights. Advanced material. Don’t think, just buy it. Rich is one of those guys that makes you sit up and listen closely. His knowledge of the data behind AdWords is quite literally unparalleled. (Outside a few people in Google. Maybe.) He digs in deep and makes you smirk in awe at the clever ways all that data can help you improve your account. A must read.

—Mike Rhodes, CEO, WebSavvy.com.au

Just buy this one. Stokes writes the one PPC book to own in 2014. Great for beginners, required reading for those in the know. Up-to-the-moment fresh for 2014.

—Rob Sieracki, Co-founder, Ox Optimal PPC Consultancy

Since reading Ultimate Guide to Pay-Per-Click Advertising I no longer feel I’m at the foot of an impossibly long learning curve. This book reveals the inner workings of the search ad networks without using tea leaves and crystal balls. Instead, it focuses on the few strategic metrics that make a difference, and backs them up with valid data from real campaigns. It’s the first book I’ve read that made me feel I could take data-driven action to improve my search advertising campaigns. Most importantly, I now know something that other search marketers don’t, and that gives me the edge in this competitive ad marketplace.

—Brian Massey, Author of Your Customer Creation Equation

If you or anyone on your team needs to learn or get refreshed with the fundamentals of paid search marketing, this is the book for you. Clean, simple, and very actionable.

—Rob Griffin, EVP, Havas Media

Rich Stokes has turned mountains of data into meaningful and actionable insights into how Search Engine Marketing really works. This is required reading for any online marketer who wants to be in the 1 percent of successful Search Engine Marketers. With my eight years of experience in optimizing for Keyword Coverage and Impression Share, I know that what Richard says is right on the money and has led my own clients to realize 3X to 5X sales growth in a matter of months on mature campaigns that had been ‘optimized’ and managed previously by other agencies.

—Kevin Milani, VP of Digital Marketing, Virtual Marketing Staff LLC
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Foreword to the Second Edition by Perry Marshall





“If you want to win at pay-per-click today, you MUST know stuff everyone else doesn’t know.”

I have yet to have a single conversation with Richard Stokes that didn’t reveal something fascinating.

Rich is a data geek in the best sense of the term, but he’s more than that. He is fascinated, intrigued and absorbed in what it means, not just what it says.

I attribute this to the fact that Richard started out as an affiliate marketer ten years ago, buying ads on Google, selling products and living by his wits. As I recall, he quit his job when he started making north of $50,000 per month.

Well, the list of people in the world who have actually done that is not a very big one.

Now there is also a group of people in the world who make their living by studying gargantuan amounts of data and telling you what it means. This is also not a very big list of people.

But the number of people who have done all of the above—been a bootstrapping entrepreneur, wolverine marketer, and junkie of delicious data—is absolutely tiny. Perhaps you can count them on one or two hands, and that’s it.

Richard Stokes is one of those precious few.

And he is the only one who’s writing books, freely sharing their discoveries.

And that’s why I like Rich so much. It’s why I had him speak at my Maui AdWords Elite Master’s Summit two years in a row,;ee what might tumble out; it’s why so many Fortune 500 companies come to him and his company, AdGooroo, when they must decide how to optimally position themselves in the Google advertising landscape.

Outside the Googleplex, there may not be anyone else who knows more than Richard about how the Google AdWords algorithm actually works.

Add to that the fact that he’s founded an impressive company—AdGooroo itself is a study in successful business building—you have all the makings of a great business book. If you’re spending tens of thousands of dollars on clicks, you’re not gonna want to put it down.

Warning: Pay-per-click is trickier than it looks. As Richard says, just 1 percent of Google’s advertisers generate 80 percent of Google’s paid search revenue. It has become one of those things that can be made to appear very simple and easy but in reality demands well-honed chops, close attention to trends, and a good bit of art and intuition.

Juggling these things is a lot harder if you’re not even quite sure how Google’s machine works in the first place. Google won’t tell you nearly as much as Richard will.

Like I said, every conversation I’ve ever had with Richard has been a fascinating tour of insider information. You will find the same to be true of every chapter of this book.

Wherever you are in your pay-per-click journey and your evolution as an entrepreneur or marketing professional, I wish you the very best of success. You’ve already done more than most people will do: You’ve picked up an excellent book by a world-class expert. So you deserve it.

Now sit at Richard’s feet, and hear what wisdom he has to share.

—Perry Marshall

Chicago, Illinois


Preface to the Second Edition





In the early 2000s, after many stops and starts, I hit my first major-league home run on the internet with an antivirus software review website I created as a side project while working full-time at a well-known, global advertising agency.

My first weekend, I made $29. I remember thinking at the time that if I could only make $500 a month from the site, it would be a huge success.

What I didn’t realize at the time was that I was among the first wave of early adopters taking advantage of Google AdWords to drive cheap, targeted traffic to my websites. AdWords was wildly profitable back then, and easier, as well. No matter how bad your ads were, you could make money. That $29 turned into $200 by the end of the week. My first month’s revenues totaled over $3,000. Small? Sure. But I’m still pretty proud of that growth curve. It was one heck of a first month. And it was entirely due to pay-per-click (PPC) advertising.

However, success cannot (and never does) go unnoticed. My competitors caught on quickly. As they increased the sophistication of their campaigns, the bar was set higher, and it became more difficult (and expensive) to generate traffic from the search engines.

Even though they were making it tough on me, however, I was able to steadily increase my websites’ profits throughout this period. Why? Because I had made it my business to study the search tactics each of my competitors was using. Every time they tried something new—whether it was a new keyword, better ad copy, or a specific bidding strategy—I tested it and applied what worked to my own campaign.

By 2005, the PC security industry had topped out, yet I continued to pull in good profits for several years while most of the competing websites quit advertising altogether.

This success wasn’t due to some magic marketing bullet. It came from being just a little bit better than each of my competitors in many different areas. I guessed—correctly—that if I could discover their best tactics and apply them to my campaign, then, taken together as a whole, this would put me far ahead of the pack.

My secret for doing this was a software program I wrote that would actively hunt for my competitors’ ads and tell me everything it could about them. By the end of my first year of business, this software allowed me to grow my sales sixfold, all while working less than ten hours a week.

It was when I cashed my first $100,000 check that I realized that this technology could probably help many other companies as well. We named the software AdGooroo (pronounced “Ad Guru”) and quietly sold it by word of mouth only.

As time passed we acquired more customers. Today, AdGooroo has grown from a tiny software company to a global presence. Our software is used by more than two-thirds of the largest interactive agencies in the world, as well as thousands of other consultants, agencies, and in-house brand advertisers. Our quarterly reports on the state of the search engine industry are eagerly consumed and reported by the media.

As busy as AdGooroo keeps me, I still make time to run our PPC campaigns. I talk daily with other search marketers and attend several tradeshows every year. And perhaps most importantly, the AdGooroo database grants me insider access to the search marketing activity and rankings of virtually every advertiser in every imaginable type of business on the planet. I have the luxury of seeing what works and what doesn’t.

It was from this vantage point that I wrote my first book, Mastering Search Advertising: How the Top 3% of Search Advertisers Dominate Google AdWords. In it, I revealed several little-known strategies that savvy search marketers were using at the time to gain an edge on the competition. I chose those strategies because each of them had the potential for big rewards and none of them required a lot of time or money to implement.

The book was more popular than I anticipated, and so with the help of Entrepreneur Press, I incorporated my reader’s input and requests into a sorely needed guide to advanced paid search strategies. The book you are now holding is the second edition, which has been updated to reflect the new realities of paid search circa mid–2013.

If you attend one of the popular search engine marketing trade shows (such as SMX Advanced), you’ll be lucky to learn one or two of these techniques. But this manual contains virtually every technique used by the best-paid search managers in the industry. All of the strategies covered in my previous works are included here. However, you’ll find new insights and techniques we’ve gained from new research and developments (including sections on mobile search marketing, product listing ads, and more recent changes to the quality score algorithm). This edition also covers more about Bing, which has been growing in popularity and now represents approximately 30 percent of all U.S. search traffic.

While to the newcomer some of these topics may seem to be tangential to the business of PPC advertising, I will explain in due course why you simply cannot compete without being at least somewhat competent in these areas.

The book you are holding in your hands represents the current state of the art in search marketing. With it, you have the tools needed to propel your business into the top 1 percent of search advertisers.

Good luck,

Rich

AUTHOR NOTE

About AdGooroo

AdGooroo, a Kantar Media company, is a leading provider of digital marketing intelligence that drives competitive advantage for internet marketers. Founded in 2004, more than 4,000 advertisers and agencies use AdGooroo’s on-demand tools to tap into the world’s largest database of search and gain actionable intelligence on their top competitors’ keywords, ad creative, campaign statistics, budgets, and more.

LEGAL NOTES

AdGooroo is not affiliated with Google, Yahoo!, or Microsoft. Our views and opinions do not reflect those of any search engine or any entity other than our own.


Nothing in the world can take the place of Persistence.

Talent will not; nothing is more common than unsuccessful men with talent.

Genius will not; unrewarded genius is almost a proverb.

Education will not; the world is full of educated derelicts.

Persistence and determination alone are omnipotent.

The slogan “Press On” has solved and always will solve the problems of the human race.

—Calvin Coolidge


Chapter 1

99 Percent of Advertisers Are Failing at Paid Search





As a small advertiser starting out in 2003, I was drawn to Google AdWords because it allowed me to level the playing field with far larger competitors. With nothing more than a credit card and a little elbow grease, I could tap into a huge reservoir of highly motivated buyers that most other advertisers had overlooked.

This great democratization of advertising played no small part in catapulting Google to becoming a multibillion-dollar company. However, this is no longer the case.

AdGooroo conducted a study in late 2012 to determine just how evenly distributed advertising impressions were among search advertisers. We looked at a wide variety of industries and measured the advertiser concentration in each.

There’s nothing inherently unfair about search engine advertising; everyone in the market has access to the same knowledge, the same training materials, the same experts, and so on. It would be reasonable to assume that advertising exposure is fairly well distributed among all participants in the marketplace.

We were shocked to learn that it just isn’t so.

A FEW ADVERTISERS IN EVERY COUNTRY DOMINATE PAID SEARCH

In September 2012, we recorded 775,000 advertisers on Google in the United States. We estimate that there were approximately 844 million clicks on paid search ads. Of those clicks, 675 million were generated by just 8,332 advertisers.

In other words, less than 1.1 percent of all advertisers on Google generated over 80 percent of the clicks.

And if we look at it by total spend, we come up with a similar answer. Those 8,332 advertisers generated about 79 percent of total AdWords revenue during that same month.

We see a similar concentration of advertisers in other markets. Figure 1–1 shows the same figures for the UK and France.
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FIGURE 1–1. Paid search concentration in three major markets.

We see similar results with other engines. On Bing US in September 2012, we estimate that 301,000 advertisers generated 209 million total clicks. Just 3,541 advertisers generated 80 percent of those clicks (and 82 percent of spend).

This presents us with an intriguing problem. Assuming two capable and equally motivated competitors, what could explain why one is successful while another is not?

But the facts paint a very different picture. The utopia of a “fair” advertising marketplace is nothing more than an illusion.

VIRTUALLY EVERY BUSINESS CATEGORY IS “OWNED” BY A FEW ADVERTISERS

What happens if we narrow our focus down to a specific business category?

Let’s start with apparel and fashion,” an extremely high-traffic and competitive category on Google AdWords. Figure 1–2 depicts the number of impressions on the x-axis, the number of clicks on the y-axis. The size of each bubble corresponds to the advertiser’s relative spend.

We see that the category is dominated by some well-known names: Victoria’s Secret, Express, 6PM, and Designer Apparel. What is not so easy to tell from the chart is the sheer number of other advertisers—1,053 in all—who are fighting each other for the remaining share of impressions and clicks.

Despite the above figures, it may be surprising to hear that as far as competing in paid search goes, the apparel and fashion industry isn’t so bad. It could be much worse.
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FIGURE 1–2. Apparel and fashion advertising activity, Google US, October 2012. (Source: AdGooroo Industry Insight)

Let’s take a look at the car rental industry (Figure 1–3). Enterprise.com is soundly trouncing the competition in clicks. They are running a respectable second to RentalCars.com when it comes to impressions. Nobody else even comes close:
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FIGURE 1–3. Car rental advertising activity, Google US, October 2012. (Source: AdGooroo Industry Insight)

Another way to compare these two industries is to compare their “share of voice,” that is, the percentage of the available impressions each advertiser is capturing. Share of voice is particularly important to brand advertisers because there is evidence that even if a search engine user doesn’t click the ad, the mere fact that they saw it predisposes them ever so slightly more toward a future purchase.

In the apparel and fashion category (Figure 1–4), we see that the 15 most dominant advertisers are capturing around 25 percent of the available impressions. This leaves approximately 75 percent of the traffic for the remaining 1,053 advertisers.

This isn’t great news if you are in the fashion industry. But look on the bright side: It could be worse. Figure 1–5 shows that the 14 most dominant car rental companies are capturing over 90 percent of the available search impressions, leaving just 10 percent for the remaining advertisers.

In my 2007 book, Mastering Search Advertising, I showed data that proved 97 percent of advertisers were being shut out of most of the available search traffic. Virtually every data point we look at, regardless of search engine or country, shows that this is still the reality. In fact, more recent data suggests that today’s figure is closer to 99 percent.

What this means is that if you want to succeed in paid search advertising, you need to be prepared to invest a significant amount of time and effort. Paid search is not something you can simply dabble in and expect to win. In the following chapters, you’re going to learn exactly how it’s done.
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FIGURE 1–4. Share of voice in apparel and fashion, Google US, October 2012. (Source: AdGooroo Industry Insight)
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FIGURE 1–5. Share of voice in car rental, Google US, October 2012. (Source: AdGooroo Industry Insight)


Chapter 2

The Foundation of Successful Paid Search Campaigns





Before we dive into pay-per-click, we need to have a word about the proper order in which to tackle things.

When most advertisers go about starting their pay-per-click campaign, they begin by creating an advertising account (usually on Google), randomly choosing some keywords, creating an ad or two, and picking a starting-bid price out of thin air. The clicks start coming in, but more often than not, the profits fail to follow.

These undisciplined campaigns rarely pay for themselves. This is a real shame, because although pay-per-click is a cutthroat business, it’s still as easy as shooting fish in a barrel if you do it right.

The reality that these advertisers fail to take into account is that no matter what business you’re in, someone has probably been there before you. Blindly rushing in with a half-baked website is a guaranteed way to ensure that your competitors will outbid (and outsell) you.

Starting a campaign without having access to analytics is marketing suicide. You need tracking to know how much you can profitably spend for each of your ads. You’ll also need it to learn to which pages on your site you should be sending visitors from the search engines.

And if you have tracking installed on your website but haven’t optimized your website’s ability to convert visitors into buyers, you probably won’t be able to compete for the best possible placement for your ads. As a result, your ads will appear infrequently, buried deep within the search results pages. And more importantly, you’ll be capturing only a small percentage of the sales you would have captured by identifying and eliminating sales bottlenecks.

Patience is vital. If you haven’t spent the time on these preliminary steps, your website won’t be able to keep up with the competition. Neophyte search marketers are all too quick to jump into a campaign without really knowing what they are doing. Consequently, their campaigns end up a mishmash of poorly aligned keywords, ad copy, and landing pages. Impressions are slowly choked off, and first-page bid prices rise until their ads are shut out of what could be the most profitable keywords in the campaign.

So I encourage you to take a disciplined three-step approach. Start by installing an analytics service on your website. Learn it inside and out, and then use it to optimize your landing pages. If you create a better converting offer than your competitors, it’s far more likely that you will become the dominant advertiser in your industry.

I’ve honed this approach through years of creating pay-per-click campaigns. If you follow these steps in the order I’ve laid them out for you, you should be able to capture a majority of the available impressions and generate high clickthrough rates at a fraction of the price most of your competitors are paying.
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FIGURE 2–1. Effective pay-per-click advertising campaigns must be built on a solid foundation of analytics and website optimization.


Chapter 3

Your Marketing Will Fail without Tracking





Pretend for a moment that instead of promoting your business over the web, you were to take a more traditional approach, such as television advertising. You might be prepared to spend upwards of a quarter-million dollars just for production, to be followed by potentially millions of dollars of national media buys.

With so much at stake, it seems unlikely that you would simply write a check and forget about it. Not by a long shot. I bet that you’d be watching the sales figures like a hawk to see if your campaign was bringing customers in. And if it didn’t perform, you’d cut your losses quickly (and probably fire your marketing manager).

Most of our businesses will never grow to the scale where we can afford big-ticket television buys. Fortunately, internet advertising now gives us a way to purchase smaller, more reasonably priced blocks of traffic.

The downside of this is that these less expensive campaigns tend to fall off the radar of most managers and entrepreneurs. There is a false sense of security that comes from spending “only” $500 a month or so on search. We tell ourselves, “Maybe it will come in, maybe it won’t,” or “Let’s just start it and see what happens.”

This is nothing more than a shortcut to failure, and I don’t want you to fall into that trap. So please, take this firm, but friendly, piece of advice:

If you don’t track your campaign . . . you will lose. Period.

If you blow off the numbers behind your business, your marketing will be mediocre because it will be built on opinion and guesswork.

Guesses and opinions are the enemy of good marketing. If you let the numbers tell you the truth, you’ll make your website better. You’ll make your advertising better. Your sales will end up 5, 10, even 100 times over where you started.

Marketing Sherpa reports that 90 percent of search marketers use some form of analytics. While I believe that this figure is optimistic (the majority of advertisers I talk to have no website tracking in place or never look at their reports), the fact remains that your serious competitors (the top 1 percent) will certainly be relying on some form of website tracking to improve their returns. You need to do the same if you want to level the playing field.

You must have tracking installed on your website. There are no ifs, ands, or buts about it.

WHAT WEBSITE ANALYTICS WILL TELL YOU

Website analytics is the study of online user behavior for the purpose of improving sales. By adding analytics capabilities to your website, you will be able to measure:

       [image: ][image: ]  Where visitors are coming from (e.g., search engines, type-in traffic, banner ads, etc.)

       [image: ][image: ]  What pages they are visiting the most

       [image: ][image: ]  How much and how often they convert (e.g., buy your products, sign up for your email newsletters, request more information, etc.)

       [image: ][image: ]  How long they stay on each page

       [image: ][image: ]  How quickly they leave

       [image: ][image: ]  How much every page on your site is worth to you

With this information, you can make your site better.

You’ll have the insights you need to improve your site design, create a better user experience, and streamline your conversion pages.
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CONVERSIONS




Sales, leads, signups, donations—whatever it is you’re trying to get your visitors to do on your website—is what we mean when we’re discussing “conversions.”







The end result? Higher return on every advertising dollar you spend.

These insights will be contained in your website analytics reports, your new best friends.

LEARNING MORE ABOUT ANALYTICS

The first edition of this book contained detailed information on analytics reporting. However, in the past few years, analytics has become a big field, so much so that the subject can take up an entire book. So this edition focuses more on getting people to your site and not so much about what they do once they get there.

However, I strongly recommend that you purchase a good book on the subject, such as Web Analytics 2.0: The Art of Online Accountability and Science of Customer Centricity by Avinash Kaushik. Another excellent companion that will help you get more return from your paid search campaigns is Landing Page Optimization by Tim Ash, Maura Ginty, and Rich Page.


Chapter 4

The First Requirement for a Profitable Paid Search Campaign





Hands down, the surest way for most marketers to improve their returns from paid search advertising is to improve the efficiency at which their website converts visitors into buyers.

Too many marketers hope that adding an AdWords campaign will redeem a low-performing website or product. If that doesn’t fix their business, they compound their error by raising their bids. They make the same mistake that many dotcom companies made during the late ’90s: they pour money into a losing business in a mistaken attempt to “grow to profitability.”

To do it right, you have to accept PPC advertising for what it is: a way to multiply your existing business. If you add PPC to a bad business, you’ll simply lose money faster.

On the other hand, if you add PPC to a good business, you will make more money . . . but only if you do it right.

WEBSITE OPTIMIZATION

A proven technique for improving the efficiency of your online business is through website optimization, which is the art and science of enhancing the user experience of a website with the goal of converting users into customers.

To see why this is important, you need to become familiar with the concept of cost-per-action (CPA). CPA is simply the average cost you incur for turning a visitor into a customer. To calculate it, you add up the entirety of your variable costs for a given time period (which for most websites consists largely of traffic acquisition costs) and divide by the total number of customers during that same time.

For instance, if in a given month your website generated 25 customers and you spent $1,000 on acquiring traffic, then your CPA is $40.

Your priority as a marketer is to minimize your CPA. It should be well below your average order size (ideally, around half). The difference between them tells you how much profit your website is generating.

If your average order size was $60 during a time when your average CPA was $40, then you made money to the tune of $20 per customer. If, on the other hand, your average order size was only $30, then you lost $10 per customer.

As you can see, CPA is a convenient way for general managers to measure the overall profitability of a website. However, as this example shows, it provides no guidance on how to actually go about improving your profitability. You need a better set of measures if you hope to succeed.

A BETTER WAY TO MEASURE WEBSITE PROFITABILITY

The inability of CPA to lead to any actionable strategies has led to the creation of two alternate measures by which you can assess the profitability of a website: cost-per-visitor (which in pay-per-click advertising translates to cost-per-click, or CPC) and $/Index (commonly referred to as the “Dollar Index”).

The $/Index is calculated by dividing your total revenue by the total number of visitors. Unlike the CPA metric we discussed above, $/Index can be (and typically is) calculated for individual pages on your website. This makes it very useful as a tool for measuring the effectiveness of a page.

In other words, we can directly compare the $/Index to the average price you’re paying for each visitor to tune our bid prices.

A short example to illustrate these points is shown in Figure 4–1 on page 15. Let’s take a one-page website that purchased 1,000 clicks from Google AdWords for $1,950, and another 300 visitors from the Yahoo! Bing Network for $150. Through the process of converting visitors on this page, the website generated 25 customers at an average order size of $100, for a grand total of $2,500 in revenue.

We calculate the CPA by dividing our total traffic acquisition costs ($2,100) by the total number of customers (25) to arrive at $84 per customer. This is well below the $100 average order size, so you know we turned a profit. If you stopped here, though, you would be leaving quite a bit of money on the table.

[image: FIGURE 4–1. A simple single-page conversion example.][image: FIGURE 4–1. A simple single-page conversion example.]

FIGURE 4–1. A simple single-page conversion example.

Next, we calculate the $/Index for the page by dividing our total revenue ($2,500) by the number of visitors to the page (1,300). This figure is equal to $1.92. This figure gives you a sense of how much a typical visitor to this page is worth to us.

Next, we compare that with the average cost-per-click (CPC) that we’re paying each engine. The CPC for Google AdWords is $1.95 ($1,950 total cost divided by 1,000 visitors). The CPC for Microsoft Bing is $0.50 ($150 divided by 300 visitors).

This is actionable information. These figures tell us that we’re actually losing a few cents per visitor from our Google AdWords traffic. However, we’re making it up because we’re paying a very attractive price for visitors from Bing. We could immediately improve profitability by lowering our average CPC for the Google AdWords traffic (we would get less traffic as a result). At the same time, we would raise our average bid price for Bing traffic to increase the amount of traffic from that source.

Later in this book are various strategies for improving profitability by adjusting your average CPC (either up or down). For now though, we want to consider another possible outcome of this exercise.

What if, instead of adjusting our bid prices on the search engines, we made this landing page better?

In our example above, the landing page converted visitors at the rate of 25 out of 1,300. Dividing these figures gives you a conversion rate of 1.92 percent.

By finding a way to improve this landing page so that it converted at a slightly higher rate—say 35 out of 1,300 customers (2.7 percent conversion rate)—our $/Index would increase to $2.69 ($3,500 total revenue divided by 1,300 visitors). This means we wouldn’t have to lower our average CPC on Google; we could even possibly raise it and get even more traffic!

While this example is overly simplified, it is representative of the interplay between bid prices and landing page conversion rates that we frequently encounter in the real world. Website owners are usually in a big hurry to get their PPC campaigns rolling, but this is a huge mistake if they’ve never given a moment’s attention to their landing page conversion rates.

SOMETIMES CONVERSION OPTIMIZATION ISN’T CRITICAL

One of the things you’re going to hear a lot when starting out is that conversion optimization is the most important step you can take as a digital marketer. However, there are certain cases when it turns out to not be all that important.

Conversion optimization does best with single-step transaction models, such as lead generation, ecommerce, and most other types of B2C business models. However, it becomes much less important if any of the following are true:

       [image: ][image: ]  Your customers are sophisticated (e.g., scientists, engineers, and other professionals).

       [image: ][image: ]  You cater to a small niche market.

       [image: ][image: ]  You sell primarily to corporate buyers.

       [image: ][image: ]  You engage primarily in direct sales (e.g., you sell offline through salespeople).

In my experience, these are the types of scenarios in which conversion optimization is unlikely to be your best tactic for improving your marketing results. Mind you, there is no excuse for poor design. But having said that, you aren’t going to get a big lift in these scenarios by using a different shade of blue in your logo.


Chapter 5

Is Pay-Per-Click Advertising Right for You?





Chances are you’ve heard about the amazing ROI that can be had with pay-per-click. A return of 300 percent or even higher is not at all unusual with this form of advertising. (Back in 2003, I was making more than $10 for every $1 I spent on Google AdWords.)

When it works, it works well. But what we don’t usually hear are the stories of people who lost their entire ad spend. As with anything else in business, it’s best to be realistic from the onset about your chances of success.

In this section, we’ll talk about who usually wins with PPC and who often loses.

PPC WORKS FOR DIRECT-RESPONSE MARKETERS AND ONLINE RETAILERS

Direct-response marketing is a specific form of marketing that sends its messages directly to consumers, usually asking them to take a specific call-to-action (for instance, to call a free phone number or fill out a request for more information) or to purchase a product online.

Typical businesses that make use of direct marketing include software companies, newspapers and magazines, sellers of information products, and online retailers.

Traditional direct-response marketing relies heavily on having access to performance statistics, such as open and response rates. PPC provides many comparable statistics (such as clickthrough rate, conversion rate, coverage, and many more) so the performance-based marketer should feel right at home with this channel.

PPC WORKS FOR BRAND ADVERTISERS

On the other end of the spectrum lie brand advertisers. The goal of these advertisers is to build a psychological construct (the “brand image”) in the minds of their target audience, typically for the purpose of influencing offline or later purchasing behavior. This image can be highly successful in convincing consumers to pay high prices for products that are extremely cheap to make. It is also quite successful in predisposing specific targeted consumer segments toward certain brands. Although it may seem abstract to some, the brand itself begins to accumulate significant—perhaps even staggering—value over time. And paid search is a powerful tool that can help to increase this value.

Brand advertisers depend less on the types of performance-based statistics mentioned above and more on statistics that attempt to measure both the exposure and perception of the brand in the mind of their target consumers. In the offline world, these statistics include brand awareness, brand recognition, and top-of-mind awareness.

While you cannot measure these metrics using paid search, you can measure share of voice (SOV), which offers the brand manager an easy way to determine if their ads are being seen more or less frequently than direct competitors. In addition, savvy brand managers make use of engagement sites that are intended to associate the brand with certain experiences. For instance, the popular baby formula brand, Enfamil, once advertised their online encyclopedia of baby names quite heavily. In Europe, Nestlé promotes an online gaming site targeted to young children to build brand awareness and preference.

Paid search also offers a few other incredible advantages to brand advertisers.

First, it is incredibly cheap in comparison to the seven- and eight-figure advertising budgets. I know of one advertiser who funded their entire paid search campaign for a year by pulling a single television commercial.

There’s also a difference in user intent. Most advertising reaches users through an interrupt mechanism (for instance, a television or radio commercial). Search engine users, however, are actively searching for something either strongly or weakly associated with your brand. This may be information about your product (“Enfamil ingredients”), promotions (“Enfamil coupons”), or a deeper but less obvious association (“baby upset stomach”). In a sense, you can think of search engine users as being the leading edge of your larger audience. This little fact is exploited by a few savvy CPG (consumer packaged goods) brands who use paid search to assess the impact of different ad copy strategies without having to spend a fortune in focus groups and local market test runs.

Finally, PPC gives brand advertisers unprecedented control over their message, allowing them to vary their copy based on searcher intent, geography, culture, and so on.
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