PPC 2.0: DELIVERING MORE CLICKS TO PURCHASING OPPORTUNITIES

By now, most of us know the story. Google proved that you could make A LOT of money on search.
Underlying their success was a business model known as pay per click. Whereas prior online
advertising forays were monetized on the basis of how many people viewed a given ad, pay per click
(PPC) introduced the concept of performance-based pricing; namely, the more successful an ad was
in getting people to respond to it by clicking through, the more money the advertiser paid. In essence
PPC is a pay per lead model, whereas its predecessor was a pay per impression model.

But PPC, expected to generate $2B in revenues in 2003, is evolving, as operators look for ways to
deliver more fully qualified leads to advertisers. At the same time, advertisers are looking for PPC to
help them manage the lead conversion lifecycle more systematically —from suspect to prospect to
qualified lead to new customer. This two-pager presents a vision for how PPC can achieve these
objectives, while delivering more value to consumers, an approach known as actionable listings.

Before espousing a PPC 2.0 vision, it helps to begin with what the reality is for pay per click 1.0 today.
The lion’s share of pay per click today is built around “search mode” types of activities. Specifically, a
consumer looking for a pair of red Nike shoes types “red nike shoes” in a search engine, and in
addition to an algorithmic search return, clickable ads are displayed corresponding to the keywords
‘red nike shoes.” For advertisers, such ads offer higher context and relevance than traditional
impression based ads since the clicking consumer has found the ad via an explicit keyword search
string pre-defined by the advertiser.

Less clear, however, is why this approach is superior to algorithmic search in facilitating consumers
finding a specific product or service that they are interested in. For example, when you click on such
an ad, you have no way of knowing whether the link will take you to a top level site, such as Nike.com,
a so-called deep link to a product URL or to a competing site that has purchased the keyword
combination in the hopes of re-directing a Nike prospect to buy Adidas shoes, for example. Needless
to say, not knowing what you get when you click undermines the relevance of the ad for a consumer,
reducing its call to action power.

But there is another problem as well. What if you are one of those prospects who may buy at some
point in the future but aren’t ready to buy in that particular moment? What happens after you've
clicked on the ad, and what do current PPC systems offer to ensure that you, a valuable lead, don’t
simply disappear into the ether? Other than ad hoc approaches by consumers and proprietary, web
site-specific solutions, not much. Thus, while clearly superior to impression based advertising models,
current pay per click models generally fall short in the areas of context, relevance and persistency.
This is actually good news, because it suggests that the current $2B revenue opportunity is just the tip
of the iceberg, waiting for the proper enhancements to expose the rest of the ‘berg.

Enter, the actionable listing model. Actionable listings are built around the premise that the most
meaningful enhancements to pay per click 2.0 are those that maximize the overall reach of an ad and
the aggregate clicks it generates. We’'ll come back to the issue of “reach” in a bit, but first I'll speak to
the maximization of clicks. Actionable listings maximize clicks in a number of ways. First off,
actionable listings increase relevance by adding the context of a listing type, such as a business listing
or a product listing, to a PPC advertisement, so when a consumer clicks, they know exactly what they
are getting—a search on red Nike shoes, by definition, will yield a product listing for red Nike shoes.
The logic of this approach is simple: consumers are far more likely to click if they know what’s behind
the link, and are far more likely to convert once they do (click) because they can pre-qualify a given
product or business listing as relevant before they click.

Verdada, Inc. Confidential Page 1 Updated 8/05/03




Further, the actionable listing model augments search mode centric approaches with support for
“discovery mode” scenarios; namely, those times when you are browsing a web page that mentions a
great refrigerator that you might want to buy, or reading an email from a friend mentioning a fantastic
restaurant that they just ate at that you should try. Running on top of a consumer’s email and browser
software, actionable listings can be called upon on either an outside-in (i.e., do a search for something
specific) or inside-out basis (i.e., serendipitously discover a product or business of interest in email or
on the web, scroll over the item’s name, and with a click, call it up in a non-disruptive fashion without
interrupting the article or email you are reading). A simple enough of a concept, but how many times
have you encountered a product or business of interest while doing something other than searching
for it, and failed to act on the inspiration for not wanting to disrupt your current workflow, especially
since the number of clicks required to find the item of interest is indeterminate. In the actionable listing
model, every email (previously virgin territory in online consumer marketing) and web page is a
potential call to action, with the process of finding exactly what you want just a click step away,
increasing qualified clicks.

Building upon the above enhancements, actionable listings truly re-define the notion of a listing by, as
the moniker implies, inuring every listing with the ability to be “acted upon” in a manner that enhances
its context, relevance and persistency. Specifically, business listings can be saved locally and added
to a rolodex or rolodexes, which also synchronize with your email address book. In turn, those listings
or even the entire rolodex can be “push pinned” onto a map (for planning a trip or a night on the town)
with a single click. Product listings and the relevant web or email content that inspired calling up the
listing can be saved and added to a wish list or wish lists, and the relationship between the listing and
the related content is maintained automatically. And “sticky” notes can be easily attached to a listing
or content item to underscore the attributes that made a given product or listing compelling. Taken
together, this enables the consumer to systematically capture relevant products or businesses of
interest to them, organize items according to the specific activity being pursued, such as “researching
new TV purchase,” and associate all of the relevant content in a centralized, easily re-findable manner.
By enabling such capabilities, PPC 2.0 delivers more deeply qualified leads that more readily convert,
thereby increasing return on investment for advertisers, utility for consumers and presumably, cost per
click rates for operators.

Lest we forget about the other half of PPC’s 2.0 mission—extending reach—the actionable listing
model leverages the fact that an educated, self-qualified prospect tends to make a satisfied customer
and thus, an effective advocate. It does so by enabling every actionable listing, rolodex, pinned map
or wish list to easily be shared with like minds. It accomplishes this by converting such items to
formatted email-ready web pages, and integrating this capability with a consumer’'s email address
book for friction-free sharing. Doing the math, if for every one advocate there are another 10-25
enthusiastic recipients within the advocate’s network for such trusted products and services (since the
product or business being advocated is reflective of self-education and first hand experience), then it is
easy to see how actionable listings have the potential to become the ultimate viral way to extend reach
and clicks while maximizing context.

Sounds far-fetched or too ambitious to be delivered in the near term? Try it yourself in early ‘Q4.

Sign up for the BETA of Verdada “SOS”: [beta@verdada.com|

Contact us today: (415) 771-3594
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