
Pay-for-performance search is
proving to be one of the
most powerful and effective
forms of online advertising.

From start-up retailers to Fortune
500 members, companies are
reporting remarkable returns on
investment as this marketing vehicle
consistently generates targeted
leads, and outperforms other online
ads and traditional forms of adver-
tising, including direct marketing
and print campaigns.

With pay-for-performance search,
you bid for placement in search list-
ings and set the price you’re willing
to pay for each sales lead. Unlike
direct mail, you won’t have to pay
for mailing lists, printing or postage,
and you won’t pay for impressions
as with banner ads and tiles. You
pay only for the sales leads that
actually click through to your site.

New users of pay-for-perform-
ance search typically discover how
easy it is to launch a campaign,
then quickly gain confidence and
experience in tracking, measuring
and improving on the results.

Getting Started
The first step for a new advertiser

involves selecting a pay-for-per-
formance search provider. In 1998,
Overture (then known as GoTo)
invented the pay-for-performance
model, in which the high bidder on
a keyword receives the top position
in search results. Since then, a num-
ber of companies have emulated
this concept, creating a multi-bil-
lion-dollar industry.

Overture and Google are recog-
nized as the leading providers due
to their respective reach with the
online audience. Overture’s listings
are distributed through partnerships
with portal Web sites such as
Yahoo!, Lycos, MSN and others,
while Google’s listings are distrib-
uted via its own site and
those of its partners.

All variety of
companies, from
large consumer
brands such
as Sears,
Roebuck &
Co.;
Expedia,
Lands’ End
and Estee
Lauder Cos.
to small Mom-
and-Pops, have
embraced pay-for-
performance search
for its ability to deliver
targeted leads at low cost.
Many early adopters, such as
Michael Goldstein, the owner of
EverythingHome in Arcadia,
California, and Karen McMasters,
president of barebabies.com in
Fountain Valley, California, say that
search providers such as Overture
consistently yield the most targeted
sales leads.

“There are a lot of search
engines, and I’ve tried all of them,”
Goldstein says. “If I get results, then
I use them. All of my income today
comes from pay-for-performance
search listings. That’s where the

sales come from.”
Pay-for-performance search

providers also make it easy for mar-
keters to use online tools and tutori-
als to get started and, if needed,
offer services that provide expert
assistance on everything from
selecting keywords to writing the

titles and descriptions in
your search listings.

Overture, for
example, has

account man-
agers and
account
execs avail-
able to its
larger
advertisers.

The Right
Keywords
The most dif-

ficult task, accord-
ing to McMasters, is

picking the right key-
words relevant to a Web site.

Experience has shown that adver-
tisers bidding on 50 or more terms
usually have the most success with
pay-for-performance advertising.
Goldstein, for example, currently
bids on about 3,700 keywords,
spending more than $5,000 per day
on a pay-per-click basis. The invest-
ment, he says, has turned Every-
thingHome into a growing, prof-
itable $10 million-a-year business.

Once a company chooses key-
words, then it must come up with
the right title and description for
each term, which, in addition to the
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site URL, comprise the search list-
ing. Overture suggests writing con-
cise, factual listings that include the
keyword in the title and description,
because they are more likely to
yield buying customers.

The “Bid”
The next step is to determine

how much you’re willing to pay for
a click, and setting a bid price for
each keyword. The highest bid gets
the first position in the “sponsored”
portion of search results, which typ-
ically appears at the top of the page
and includes the listings of the top
three or more bidders. 

Determining a bidding strategy is
an important element to a success-
ful pay-for-performance campaign.
First use your business metrics, such
as conversion rates, to calculate the
average value of a click for specific
keywords. If the return is great
enough, bidding into one of the top
three positions on the keywords
you’ve selected is desirable,
because your listings will receive
maximum exposure to Internet
users and thus, garner greater
clicks.

Overture advertisers also have an
option to use an “auto-bid” feature,
allowing an advertiser to determine
a maximum bid for a keyword
while still paying only the mini-
mum necessary to hold a position.
Auto-bidding increases the bid
should another advertiser outbid the
offer, until the top limit is reached.

As mentioned earlier, under the
pay-performance model advertisers
pay a click charge only when a
searcher clicks on the listing and
goes to the advertiser’s Web site.
Overture provides two basic pay-
ment options: Advertisers can budg-
et a certain amount in their
accounts, which is automatically
replenished when funds get low.
Alternatively, the company will

send an e-mail alert when an
account needs to be replenished,
and advertisers manually fund it.

“With pay-per-click, you have
control over where you are and
what you are spending,” McMasters
says. “If you find that a particular
listing isn’t profitable enough, you
can pull it down and make
improvements to your listing copy,
or change your bid to get a position
where the ROI is better.”

The ability to control positioning
is one of the main differences
between pay-for-performance
search and other forms of search
marketing.

Measuring Results
Once they are processed, the list-

ings can appear on the results pages
of search engines and Web portals
within three to five working days,
and results can be tracked on a
daily basis.

Tracking and measuring the
results of pay-for-performance
search is fast and easy. Goldstein,
for example, uses software to man-
age his bids, and is able to check
results in real time with both
Overture and Google. Advertisers
can also add simple tracking codes
to their URLs, which then generate
information about the source of a
click in their sites’ Web logs.

The tracking information allows
an advertiser to quickly calculate a
return-on-investment and almost
instantaneously determine if a list-
ing is achieving the targeted results.

Changing a listing or adding a
new one is just as fast. “The other
day, I added the keyword ‘ironing
boards,’ “ explains Goldstein. “All I
did was go to Overture, type the
word into their search suggestion
tool, and it gave me a list of choic-
es. I chose the ones that were the
most appropriate. Then their editors
enhanced it with suggestions about

what to say or not say. They do that
for you, and they’ve gone through
my list of keywords at various
times.”

Success may not be guaranteed,
but the reported results are making
more big-name companies take
notice, and many—including
Barnes & Noble, Dell, eBay and
Merrill Lynch—now use pay-for-
performance search as a key ele-
ment of their marketing strategies.
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Overture,
The Leader in
Search Advertising
Headquartered in Pasadena,
Calif., Overture is the world’s
leader in Pay-For-Performance
search on the Internet.  The
company facilitates about 650
million paid online connections
between marketers and their tar-
gets each quarter. With offices
around the world, Overture’s
search engine advertising net-
work services 95,000 advertisers
that want their message to be
displayed to search engine users
who search on a specific term.
Overture provides the down-
loadable reference sections on
search engine marketing below.
To learn more about the most
effective way to drive more cus-
tomers to your Web site, visit
Overture.com.  Or, sign up now
to receive a monthly newsletter
and special offers from
Overture.
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