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Online advertising has
come a long way since
those first ad banners
on HotWired in 1994
The Internet, virtually
unheard of just over a
decade ago, is today a
vital daily part of most

American’s lives.

Executive Summary

2004 marked the 10-year anniversary of
web advertising. Since DoubleClick has
been around for nearly that entire history
(the DART system began serving ads in
1995, and DoubleClick incorporated in
January, 1996), we felt this was an
appropriate opportunity to step back and
take a broad assessment of the industry:
where it came from, what it has
accomplished and where we believe it is
going, Last year we introduced The 2003
Year in Online Advertising Report—our
most-downloaded report to date—and
since mid-2002 we have been issuing our
Quarterly Ad Serving Trend Report. So in
place of a 2004 Year in Online Advertising
Report, we offer this year The Decade in
Online Advertising as an attempt to rise
above the trees and see the whole forest.

Online advertising has come a long way
since those first ad banners on HotWired
in 1994. The Internet, virtually unheard of
just over a decade ago, is today a vital
daily part of most American’s lives. The
many forms of marketing and advertising
it enables— permission email, keyword-
targeted search engine advertising, floating
animated page takeovers, interactive on-
page rich media ads, streaming audio and
video, consumer-fueled “ viral marketing,”
to name a few— have excited early
adopters and now mainstream marketers
in ways that traditional advertising has not
seen the likes of since the early days of

color television.

This paper lays out a detailed analysis of
market trends impacting online advertising
and as well as the larger ad industry in
general. At the highest level, the findings
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in this report can be summed up in three

key conclusions:

m A seller’s market is emerging in online
advertising. The first 10 years of online
ad spending have been a rollercoaster
ride, with a boom, a bust and a new
resurgent boom. For the first time, the
advertising industry is now experiencing
a significant transformation of pricing
dynamics, given changes in the supply
and demand of ad inventory. At least
for premium inventory categories
such as auto, tech and business, what
once seemed destined always to be a
buyer’s market is in fact turning into a
seller’'s market.

m Marketers are demanding more
accountability. Companies are
increasingly demanding greater
accountability for the return they get on
their advertising spending, This
represents a double-edged sword for
online media. Viewed one way, the
Internet delivers fairly well on its
promise of greater measurability
compared to traditional media.
Alternatively, the Internet industry has
fought hard to avoid being pigeonholed
as a direct-response medium because of
its ability to measure performance so
many ways. In the last few years, ad
sellers have made great advances in
demonstrating online media’s value also
as a brand vehicle with significant
audience reach. In the end, the Internet's
accountability for measuring both brand
and performance lift appears to be
winning converts, as more mainstream
ad dollars continue to shift rapidly
online. As a possible consequence,
marketers are putting more pressure on
traditional media to likewise improve
their metrics for accountability.
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= Consumers are demanding more control. for radio, 10 for the VCR, 17 for personal
Consumers, meanwhile, are reacting to computers, 39 for cable TV and 70 for the
their plethora of media choices and a telephone.

growing volume of marketing messages

by wrestling the instruments of control Unlike those other media, however, the

from the corporations that have been Internet is literally a hands-on experience,

No medium since accustomed to prescribing the media diet ~ Where consumers, with hands on mouses

black-and-white that consumers should consume. From and keyboards, can read, research, watch,

television has N apster to TiVo to pop-up blockers to listen, write, send, meet, organize, post,

penctrated 50% of U.S blogs, individuals are turning the media program, purchase and much more, all

households as quickly model on its I'Teacl, driven in large part through various simple devices across a

as the Internet: both by the same kind of technology tools vast network of millions of collaborators
that heralded the digital revolution in and destinations.

did so in eight years the first place. What the new media and

marketing landscape will look like a In the midst of this churning sea of

few years from now is still unclear, but it information and activity, companies

is likely that the winners in both media advertise. And ample data show that they
and advertising will be those that adapt often succeed in their goals. Which is not
most effectively to the new consumer- to say we have figured it all out yet. But,
centric model. as the pages that follow aim to

As per the famous Chinese curse, we live demonstrate, we re getting there.

in interesting times. N o medium since

black-and-white television has penetrated 2004: a Banner Year

50% of U.S. households as quickly as the By most accounts, the first web

Internet: both did so in eight years, advertisements were introduced on
counting from the 1993 birth of the HotWired (today Wired News, part of

M osaic graphical web browser to 2001, Lycos) in O ctober, 1994, for brands

when the U.S. Census found half of homes including Zima, Club Med and AT& T.
were wired. That compares to nine years The ads were narrow strips that ran across

the top of the pages, 60 pixels tall and 468

pixels wide—the proverbial “ banner

‘Click here’

ad” — precise dimensions that remain

surprisingly popular to this day.

The text of the AT& T ad, the first “ cross-
Have yCil evear clicked i ar— '. media” online-plus-TV campaign (titled
your mouse righ HERE? - m “You Will” by the agency N.W. Ayer),

read, with eerie prescience, “ Have you

ever clicked your mouse right HERE?
You will.” (Figure 1)

And how. A decade later, advertisers in the
Figure 1 Source: AT&T, October 1994, one of the first Internet ads, on HotWired U.S. market spent $9.6 billion on Internet
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