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Advertising 

•  Powers content and ‘free’ service industries, like businesses on 
the Web 

•  Hard to know what works 
•  Hard to measure effec-veness 

•  Communica-on technologies make it lot more effec-ve and 
scalable 

•  Every medium struggles with who pays for content 
–  Nobody likes the answer to be adver-sing, but it oUen is 



Advertising 

•  Trend: adver-sing becoming more scien-fic and data‐driven, 
and more targeted 
–  E.g. Online 

•  Becoming increasingly computa-onal 

–  Online: billions of opportuni-es 
–  Each is cheap, and very few ‘opportuni-es’ are effec-ve 

•  Cost is measured in cost per ‘mille’ (CPM) 

–  Highly personalizable and targeted 
–  Lots of data and measurability 



Market Size for Online Advertising 



Share of Overall Advertising Spend 



Ad Spending by Medium 



Impact of Financial Crisis 



Time Spent versus Ad Spend 



Typical CPMs 

•  Outdoor: $1‐5 CPM 

•  Cable TV: $5‐8 CPM 

•  Radio: $8 CPM 

•  Online 
–  Premium (nego-ated sale) Display: $5‐30 CPM 

–  Remnant (auc-oned) Display: < $1‐$2 

–  Contextual: $1‐$5 CPM 

–  Search: $1 to $200 CPM 

•  Network/Local TV: $20 CPM 
•  Magazine: $10‐30 CPM 

•  Newspaper: $30‐35 CPM 

•  Direct Mail: $250 CPM 



Types of Online Advertising 

•  Search Adver-sing 
•  Display Adver-sing 
•  Contextual Adver-sing 

•  Classifieds, video, mobile 

•  Guaranteed buys 
•  Non‐guaranteed (spot market) buys 



Online Ads Market Breakdown 


