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Abstract 
This thesis aims to examine the drivers for customer churn within digital advertising and develop 

strategic recommendations on how digital advertising platforms can prevent churn.  

The research question chosen is “how can providers of digital advertising platforms reduce 

churn?” 

Literature within digital marketing has to this day focused almost exclusively on the prevention 

of churn by assessing only the advertiser-consumer relationship, presenting a gap in literature. 

We therefore develop a model from knowledge established through digital advertising 

ecosystem insights, consumer behavior, churn management theory and stakeholder analysis. 

This resolves in the development of the Digital Advertising Platform Churn Reduction Model.  

An abductive research approach was utilized. By critically reviewing existing literature on 

marketing and consumer behavior, we were able to form a knowledge basis to suggest new 

research. To narrow the field of research the thesis was limited to the SMB digital advertising 

industry in Scandinavia. 

Primary empirical quantitative data in the form of a survey on online consumer behavior, 

enabled us to establish present and future trends towards mobile devices as the primary driver 

for online behavior.  

Critically mapping the digital advertising ecosystem for the three key product areas, search, 

display and video, enabled an analysis on the supply and demand side stakeholders in the 

highly complex ecosystem. The identification of these stakeholders, allowed for additional 

research to identify which are key to diminish churn, namely the advertisers, agencies and 

publishers.  

Through three expert interviews with managers from online agencies, we found the reasons for 

churn of customers are their “inability to appropriately measure and understand return on 

investment”, a lack of “understanding the mobile implication on shift in consumer behavior and 

the importance of optimizing their mobile assets for better performance”, and lastly “a lack of 

knowledge about digital advertising in general”.  

By applying this to a case study on the largest platform provider, Google, we formulated 

strategic recommendations for digital advertising platforms to reduce churn. Focus should be on 

educating the three identified key stakeholders on the aforementioned reasons for churn. 
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1.0 Introduction 
The digital revolution has forever changed the way consumers interact with brands and 

businesses around the world as “the internet has become one of the most important 

marketplaces for transactions of goods and services” (Dahlström et. al, 2014: 1).  

In the year 2000 only 7% of the world’s population had access to an internet connection 

(Web 1). Today, 46% - 3.2 billion people are online (ibid.). This exponential growth in 

internet usage along with advancements made in consumer technology, such as the 

introduction of tablets and smartphones, has been driving a major change in consumer 

behavior (Dahlström et. al, 2014). Consumers are now able to compare products and 

services, find information about companies or read and write reviews instantaneously 

online. Moreover, smartphones have already become the preferred device for 

consumers online behavior and according to Google, searches on smartphones 

exceeded desktop searches for the first time in 2015. This marked a paramount shift in 

online behavior as desktop has been the preferred device since the very beginning of 

the internet (Web 2). 
 

This profound shift in consumer behavior has forced many companies to rethink their 

business model in order to stay relevant and competitive in this new digital era. This has 

paved the way for a long line of new industry disruptive and successful companies such 

as Uber, Facebook and Netflix. The online video streaming service, Netflix, was the 

main reason the global video-rental chain, Blockbuster, went out of business (Web 3). 

The same way Uber, a taxi company that enables their customers to order and pay for a 

taxi through a simple app, has in just a few years managed to completely disrupt the 

taxi industry in many countries around the world (Web 4).  
 

The retail industry has fundamentally changed as a result of the digitalization (Web 5). 

The line between regular commerce (brick-and-mortar stores) and e-commerce 

(webshops) has become blurred as consumers now do research both before and when 

in a store, purchase online or pre-order products for in-store delivery (ibid.). This shift is 

primarily driven by the increase in smartphone usage. It is expected that sales from 
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smartphones will continue to grow rapidly in the coming years. Requiring retailers to 

adapt not only their business model, but also website to this new format to stay 

competitive (ibid.). This change in the consumer behavior and ultimately commerce in 

general is described as the “digital disruption of industries” and is forcing a lot of 

businesses to rethink their advertising efforts (Web 6).  
 

As a result of this marketeers have in recent years rapidly been shifting their budgets to 

digital and this is expected to continue with mobile ad spend projected to reach 18.7% 

of the global total ad spend by 2018. This is more than double the spend of 2015 and 

thus accounts for almost 50% of the total digital ad spend (appendix 1). Hence mobile 

devices are predicted to shape the future of the digital marketing landscape (Web 7). 
 

Scandinavian online mobile penetration is amongst the highest globally (appendix 3). 

Digital marketeers are therefore playing catch up to build profitable campaigns to cover 

the high demand on such devices (Web 8). To reach this goal they turn to digital 

advertising platforms. 
 

For providers of digital advertising platforms, such as Google, this behavioral change 

requires them to adapt to meet this new demand. In an industry characterized by low 

customer retention and loyalty, retention of existing customers is vital for survival. The 

urgency for a solution to this problem is evident as more than 50% of Small and Medium 

Business (SMB) advertisers leave the largest digital advertising platform, Google, within 

3 months of initial signup, also referred to as churn (Web 9). As 90% of Google’s 

revenue is generated from their advertising business, this level of churn of SMB 

customers poses a significant threat to their business and existence (Web 10).  
 

1.1 Problem area and research question 

The digital revolution - powered by internet connected devices and mobile in particular - 

has forever changed the way consumers research and purchase products and services 
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(Dahlström et. al, 2014). The Scandinavian countries are leading the way with 3 in the 

top 5 in smartphone penetration in Western Europe.  
 

This profound shift in consumer behaviour has not only forced companies to adapt their 

business models to stay competitive, but also driven advertisers to massively increase 

their digital ad spend (ibid.). However, as a result of the many digital advertising 

platforms and devices available, the return on investment measurement has become 

more complex than ever before. This poses not only a huge challenge for advertisers 

but also a threat to providers of digital advertising solutions as it can negatively 

influence the perceived value and impact of their services if their customers are not able 

to measure and understand their return on investment. Therefore, the authors of this 

thesis consider it compelling to examine how providers of digital advertising platforms 

can reduce customer churn in the Scandinavian SMB market.  
 

Based on the above, the following main research question has been formulated: 
 

How can providers of digital advertising platforms reduce churn?  
 

However, before the methodology is presented it is necessary first to clarify which areas 

the authors have chosen to delimit themselves from in order to reduce complexity and 

to secure a narrower scope of the research conducted within this thesis.  

1.2 Delimitations 

The following section elaborates on why certain areas are not included or subject to 

analysis in this thesis. The authors are aware of the fact that these limitations could 

potentially exclude some aspects that would be able to contribute positively to the 

overall answer of the main research question. However, in order to ensure a narrow 

scope, and due to time constraints associated with the thesis, it is essential to delimit 

some aspects from the thesis. The delimitations are considered to positively impact the 

overall quality and it is acknowledged that it will shape both research strategy, empirical 

data collection, the analysis and needless to say the final conclusion.  
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Firstly, due to the limited resources available for data collection, both the survey and the 

interviews only include participants living or working in one of the Scandinavian 

countries (Denmark, Finland, Norway and Sweden). Therefore, the analysis will be 

based on primary and secondary empirical data from these countries only. This 

restricted scope will serve to strengthen the quality of the primary empirical data. 

It should be mentioned that secondary empirical data from other geographic regions will 

be utilized when considered relevant to the main research question. 
 

Secondly, as the purpose is to uncover how providers of digital advertising solutions can 

reduce churn, the analysis will not focus on how providers of print, radio, outdoor or 

other advertising solutions can reduce churn rates. These will however be discussed in 

the industry analysis in relation to the digital advertising platforms. In addition, data on 

non-digital ad spend will also be subject to analysis as it is closely related to the 

changes in digital ad spend.  
 

Thirdly, social media platforms, such as Instagram, Snapchat and Facebook, will be 

considered as providers of digital advertising products within display and video. 

Therefore, the thesis will not include an analysis of the non-paid options available for 

advertisers on these platforms.  
 

Finally, providers of non-paid solutions, such as Search Engine Optimization (SEO), 

affiliate marketing and email advertising products, will not be subject to an in-depth 

analysis as they are not an integral part of the digital advertising ecosystem. As such 

the authors delimits the scope of the thesis to only regard paid online advertising. The 

term programmatic is furthermore subject to analysis in relation to Google AdWords and 

will not be investigated as an individual subset industry. 
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1.3 Structure of the thesis 

As the problem area, research question and delimitation has been defined it is now 

fitting to elaborate on the structure of the thesis by describing the content of each 

chapter. 
 

Chapter 1:  
Description of the problem area, research question, delimitation and the structure of the 

thesis will be presented.  

Chapter 2:  
Research approach and philosophy with in depth discussions on the empirical data 

collection methodology utilized. 

Chapter 3:  
In this chapter a comprehensive description of the theoretical framework will be 

presented and discussed. This includes literature reviews on the theories applied in the 

thesis.  

Chapter 4:  
The thesis’ analysis will be conducted and includes the empirical findings, an industry 

analysis and an extensive analysis and mapping of the digital advertising ecosystem, 

resulting in the identification of the key stakeholders within it. This will be followed by an 

analysis of online consumer behavior in Scandinavia.   

Chapter 5:  
Multiple strategic recommendations on how providers of digital advertising platforms 

can reduce churn. The proposal of a new model, the Digital Advertising Platform Churn 

Reduction (DAPCR) model, will conclude the chapter. 

Chapter 6:  
Conclusion on the findings from the analysis in the previous chapters. 

Chapter 7:  
The authors suggestions for future research.  



RESEARCH 
METHODOLOGY

CHAPTER 2
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2.0 Research Methodology   
Before initiating the analysis needed to answer the research question, it is imperative to 

elaborate on the research methodology chosen. As the methodology shapes the 

findings and the structure of the thesis the forthcoming section is seen as intrinsic to the 

thesis at large. 

2.1 Research philosophy 

The forthcoming section will introduce and explain the philosophical research approach 

chosen throughout the thesis and is divided into subsections to cover all aspects of the 

research conducted. The initial subsection is a presentation of the research philosophy 

and will emphasize the relative importance to our research. This will be made clear by 

addressing both ontology and epistemology. The second subsection explains our 

understanding of the chosen philosophical considerations and reason for making these 

choices.   
 

It is of critical importance to clarify the research philosophy whenever undertaking 

research. A given research philosophy affects the way researchers perceive the world, 

or as Tracy (2013) puts it “(...) refers to preferred ways of understanding reality, building 

knowledge, and gathering information(…)” (Tracy, 2013: 38). As such, the chosen 

perception needs to be a conscious decision as it will affect the way in which 

information is gathered and essentially how knowledge is created. O’Gorman and 

MacIntosh (2015) explains that it is important for any researcher to give the reader 

clarity on the research philosophy and design undertaken to explain any knowledge 

claims one is to make in a given study.    
 

With this in mind, a world view was defined before the research stage. Assumptions 

about the world around us defines and leads the research process and the implications 

of this in regards to the methodological approach have been thoroughly considered 

(Saunders et al., 2009). 
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The production of knowledge and hence the perception of the research is based on a 

social constructivist philosophy (originating in a interpretivistic philosophy) with a 

recognition of positivistic philosophy towards the research findings (Fuglsang & Olsen, 

2007). To explain the choice of philosophical view, the following section will seek to 

uncover some of the general concerns in terms of the nature of knowledge and the 

development hereof by looking into a clarification of the concepts of ontology and 

epistemology. As both of these concepts are of great importance when considering 

research philosophy, they are also instrumental to the research methodology (Saunders 

et al., 2009). To put it in simple terms: it is necessary to determine the way in which a 

researcher views the world and hence his assumptions of reality (ontology), whilst 

considering the assumptions made about the best way of investigating the world and 

reality to distinguish between unbiased opinion and justified belief (epistemology). 
 

Even though Guba and Lincoln (1994) claims that the questions of method are 

secondary to questions of epistemology and ontology, the pragmatic notion that the 

most important determinant of the epistemology, ontology and worldview to adopt is 

based on the nature of the research question (Saunders et al., 2009). We have found 

this relevant as a choice between one position or another is impractical as it would not 

result in the most desirable representation or use of the research findings. In order to 

show this it will have to be explained and assessed how ontology and epistemology 

differs depending on the research philosophy researchers choose to view reality and 

hence constitute as acceptable knowledge (Saunders et al. 2009). It should be 

mentioned that had social constructivism not been chosen as the research process the 

findings may have differed significantly.  
 

2.1.1 Ontology 

In order to be able to formulate research methodology and design, it is vital to 

understand ontology (O’Gorman and MacIntosh, 2015). Ontology is concerned with the 

nature of ‘reality’ and ‘being’ and is therefore the fundamental interpretation of the world 

by the researcher (Saunders et al. 2009). Hence, the authors have considered in what 
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way to view the nature of reality. When doing so, one must differentiate between an 

‘objective’ or ‘subjective’ ontology. The two aspects both have their devotees among 

business researchers and both are accepted as producing valid knowledge by many 

researchers (Saunders et. al. 2009). As the authors have chosen to operate within the 

social constructivist approach, the chosen approach to the research is from a subjective 

ontological position, but arguments can be made that the positivistic acknowledgements 

made points to an objective ontological position.  
 

As social constructivism views reality as a construction of social interaction, social 

actors such as customers may interpret situations very differently (Saunders et al., 

2009). Hence the authors understand reality as a social construction which is shaped by 

perceptions and interactions in a constant state of revision (Saunders et al., 2009). As a 

result the existence of multiple realities is fully acknowledged and accepted as the 

experience and perception of the world will differ amongst individuals. 
 

Had the authors chosen to adhere only to a purely objective ontology and thus restricted 

themselves to the constraints of pure positivist philosophies, the nature of the research 

would have been built on rational and objective explanations to propose practical 

recommendations only (Saunders et al., 2009). The research would have been focused 

on solid objects which exists even though one would not be able to directly perceive nor 

experience them (O’Gorman and MacIntosh, 2015).  
 

It seems reasonable to question the clean-cut segregation of the two positions. It can 

surely be argued that a subjective reality will be affected by an objective reality, just as 

the opposite can be argued as well. To give an example, Smircich (1983) observed that 

objectivists tend to view corporate culture as something the organization ‘has’, whereas 

subjectivists tend to view the culture as something that the organization ‘is’ as the result 

of continuous social interaction. This explains why the authors reluctant to completely 

discard the use of objective ontology in the research.  
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2.1.2 Epistemology 

To comprehend the effects on the research, ontology must be applied in connection 

with epistemology to get a more thorough understanding of what constitutes acceptable 

knowledge (Saunders et al., 2009). As the purpose of this thesis is to research and 

emerge with new knowledge, the authors are seen as researchers. As researchers it is 

obvious to establish the connections between the ontological view of reality to the 

epistemology concerned with what can be seen as acceptable knowledge. Essentially 

the authors can actively distinguish between research philosophies based on their 

perception of acceptable knowledge, the same way that they can distinguish these 

philosophies based on ontology.  
 

By choosing a subjective ontology as the main view, the authors acknowledge that it 

tends to be driven by an interpretive and constructivist epistemology. In its truest nature 

such epistemology thrives to understand and interpret what is happening in a given 

context, however abstract. The desire is an attempt to understand subjective meanings, 

attitudes and feelings among social individuals. When applying a combination of a 

subjective ontology and constructivism epistemology the collection of smaller and more 

in-depth data sets are desirable. Therefore, for the qualitative data collection this 

methodology will be applied. The authors will, however, also be operating within the 

objective ontology when assessing the quantitative data-sets. As such it will also be 

driven by a positivistic epistemology, as the thesis is concerned with uncovering rational 

explanations by testing various hypotheses build from measurable data points and 

observations (O’Gorman and MacIntosh, 2015). Whenever a dominant combination of 

an objective ontology and positivist epistemology is attained the most appreciative 

source of data is large quantitative data samples. As will become clear to the reader, 

the size of the quantitative data in this thesis is not of substantial large scale. However, 

by approaching this through the quantitative data collection methodology, the authors 

will be able to apply statistical significance to hypothetical claims (Saunders et. al., 

2009). 
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Hopefully, it has become clear to the reader that one research philosophy does not 

trump another. It is not a simple relationship of mutual exclusion. Applying different 

philosophies aids researchers in assessing different observations and findings in their 

research. With this notion it stands to reason that the choice of applied research 

philosophy should first and foremost depend on what one desire to study and how one 

wish to practically complete the study.    
 

2.1.3 Main research philosophy       

After clarifying the role of ontology and epistemology respectively, the authors turn their 

attention towards determining the applied philosophy and present a clear overview 

hereof. As previously described, the overall research paradigm is social constructivism, 

with an extension of positivism. As such, the primary position taken and acknowledged 

is subjective ontology with a social constructivist epistemology. As such we accept 

reality to be subjective in its nature and should therefore be interpreted through the 

perceptions of the actors and stakeholders within the digital advertising ecosystem. The 

authors therefore realize, and account for the fact that a single-sided positivistic 

approach would only result in identifying a single representable reality to be observed. 

However, as complexity and diversity are a reality when assessing the researched 

phenomenon (build on the accumulative truth generated from social interactions), one 

must not neglect the obvious differences in human nature. As the authors attempt to 

understand mechanisms build on social paradigms, they need to account for humans’ 

individual feelings, attitudes and views on reality. As social constructivism originate from 

interpretivism, this allows them to adhere to exactly these aspects when approaching 

essential areas of the research.    
 

The authors seek to understand the subjective reality, the perceptions, beliefs and 

attitudes of various stakeholders through the eyes of the beholder. This is utilized to 

construct a meaning of their attitudes and motives (Saunders et al., 2009). The social 

constructivist approach allows for the understanding of how stakeholders (participants) 

perceive the environmental context surrounding the industry and the customers. As 
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such it can be claimed that the authors draw a paradigmatic approach and 

understanding through the hermeneutic methodology (Saunders et al., 2009). This is 

done by examining reality as a text that can be read, interpreted, deconstructed and 

analyzed (Tracy, 2013). 
 

Once again the presence of the positivist approach to the research needs to be 

mentioned. Even though the main concern is not to measure success or failure of digital 

advertising platforms’ ability to retain customers, it understood that the complexity of the 

ecosystem demands different approaches. In this regard the authors utilize a positivistic 

approach to measure quantitative data to hypothesize on the customer behavior within 

the markets examined. Furthermore, it will allow the authors to make assumptions on 

future trends by proving statistical significance.  
 

Pure rationality is limited to the prerequisites that all information is given, distribution of 

optimal outcomes are known and statistical analysis can be derived for maximizing 

decision making (Simon, 1997). Therefore the authors take the cognitive limitations of 

decision makers into consideration (March et al., 1958). When dealing with human 

decision-making processes certain aspects have to be interpreted in order to validate 

the decision made. A pure positivist approach would neglect the paradigm of bounded 

rationality and thus neglect the fact that rationality of individuals is ultimately derived 

from their cognitive understanding, intuition, information available and the finite amount 

of time they have to make a decision (Simon, 1997).  
 

2.2 Research approach  

The following section will clarify and critically discuss whether the research approach is 

inductive or deductive. 
 

Scholars and researchers within social sciences often engage in a certain setting within 

a subject matter of interest. They approach this setting in their research without fully 

knowing what outcomes to predict or anticipate. This is referred to as an open-ended 
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inductive approach without any specific expectations to a given outcome. The inductive 

approach therefore focuses primarily on understanding the individual's method of 

making sense of the immediate world where they are centered or the setting in which 

they experience events. The primary data collection method is therefore qualitative in 

nature. Researchers may prefer this approach as it enables them to take a critical 

stance towards the nature science approach of proving or disproving cause and effect 

paradigms. The cause and effect paradigms are often proven through variables without 

taking the individual's interpretation and perception of the social world into account 

(Saunders et al., 2009). As the interpretation of the social world is close to heart for 

these scholars they prefer a more flexible structure in which change to the research is 

permitted (ibid.).  
 

In the field of natural sciences, scholars and researches tend to be more enthusiastic 

towards the deductive approach. As the studies within these fields are often determined 

by a preexisting phenomenon, tests of theorems based on data collections and 

experiments enables the researchers to produce better results. When applying this 

method one must approach the collection of quantitative data in a highly structured and 

controlled manner. The goal is to ensure a strong control and structure of the 

experiments to minimize the dilution of precise and delicate data (Saunders et al., 

2009). Utilizing this approach therefore allows the testing of hypotheses in a “controlled” 

environment. Ensuring validity of findings is at the very center of the deductive method 

and the findings are therefore perceived to be valid. 
 

As the research conducted in this paper relies on both socially constructed realities 

through qualitative data and hypothesis testing through quantitative data sets, the 

authors cannot choose a single approach and disregard the other. The nature of the 

research question demands research undertaken through both approaches. The 

overlapping of the two approaches are referred to as an iterative approach (Tracy, 

2009). The iterative approach allows for considering both existing literature and 

publications whilst simultaneously allowing the production of new qualitative data. As 

the research question and subject is complex in nature a combination of all three 
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approaches will be used. The authors will apply the iterative approach to critically 

assess existing literature within the field of “digital marketing” and “customer churn” and 

use qualitative interviews to analyze the digital advertising ecosystem. The deductive 

approach will be applied to determine current and future trends and prove hypotheses 

towards consumer behavior. To tie the findings together the authors will be applying the 

inductive approach to take personal interpretations into consideration and allow for 

changes throughout the research. The authors find this triangulation method of 

approaches appropriate as it will allow for both a structured and flexible approach. It 

should be mentioned that this approach is also referred to as abduction. Abduction 

allows the authors to critically examine and identify gaps in existing literature to 

contribute with new literature. The reader can find a illustration of the overall approach 

in the form of a research onion in appendix 4. 
 

2.3 Empirical data collection methods 

2.3.1 Primary data 

The primary quantitative data was collected through an online survey on their online 

behavior. The participants were given access to the online survey via a link on 

Facebook via direct messages and on our personal profiles. The link directed them to a 

Google Form which did not require a login before commencing the survey. Initially, a 

description of the purpose and focus was provided and the participants were informed 

that their answers were only to be used in the current research (appendix 8). Hereafter 

the survey was initiated and the participants were asked to answer three questions 

regarding their nationality, gender and age to get a demographic baseline. All questions 

were mandatory to answer, but they were offered the option not to provide the 

information to any of the three demographic related questions. No participants chose to 

utilize this opportunity (appendix 9). After completing the first section with 

aforementioned three questions, the participants were transferred to a new page with 

the remaining ten questions of the survey which were also mandatory to answer. All ten 

questions were presented to the participants on the same page in order to provide them 



 14 

with a full overview and to avoid any misconception. All questions in the last part of the 

survey were focused on consumer behavior, internet usage and device preferences. 

After completing all the questions, the participants were not debriefed nor given the 

option to alter their answer or retake the survey (ibid.).  
 

Three qualitative expert interviews were carried out during April and May 2016. A semi-

structured approach was utilized by the interviewers in all interviews (Kvale, 2009).  

The interviewees were informed about the scope of the interview in advance via mail or 

phone. The purpose of this was to provide information on the intent of the interview and 

to enable the interviewees to prepare if needed. In addition to this, all participants were 

informed that the data gathered through the interviews would only be used in the current 

thesis and would not be shared with any third party. One interviewee preferred to 

conduct the interview in Danish, while the two others favored English as the spoken 

language. Two interviews were performed in person while one was conducted via 

phone. The phone interview was chosen as the interviewee is based in Stockholm 

Sweden, and hence an in person interview was not possible. All interviews were 

recorded and transcribed immediately afterwards. The transcripts were transcribed word 

for word based on the interview recording, unless the word was not noticeable for some 

reason. Pauses in speech was not marked nor was the specific time of the word or 

sentence noted.  
 

The numbers of questions varied depending on the interviewees answers and the follow 

up questions made by the interviewer. Moreover, the answers provided by the 

participants varied in length as some of them elaborated more on their answers than 

others which also affected the overall time spent conducting the various interviews.  

All interviews were checked by listening to the full recordings twice in order to secure 

correct transcription. The interviews can be found in full in appendices 5, 6, and 7, 

respectively. 
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2.3.2 The survey data 

The survey consisted of 10 questions in total with a mix of multiple-choice and open-

ended questions. All questions were mandatory for the participants to answer in order to 

complete the survey (appendix 8). Participants were recruited via Facebook where they 

were invited to participate in a small study about online consumer behavior. Before the 

actual survey was initiated, the participants were provided with the following message:  

“As part of our Master's thesis we are investigating the online consumer behavior within 

the Nordic countries. This survey is designed to take no longer than a couple of minutes 

to complete and is of course anonymous. The survey consists of 10 questions. The 

results of this survey will only be used for statistical analysis purposes in the thesis and 

will not be shared with any third party. As we are focusing on the Nordic countries, we 

kindly ask that respondents only of either Danish, Swedish, Norwegian or Finnish 

nationality complete this survey” (appendix 5).  
 

The purpose of providing this information was to ensure that the participants knew the 

context and to avoid any misunderstandings in regards to the purpose of the survey and 

how the results would be used. It is important to emphasize that no further incentive 

(e.g. cash or prizes) to participate were given as the survey was estimated to last less 

than five minutes (ibid.). Due to the distribution method it was not possible to determine 

the overall response rate, however this is not considered to negatively influence the 

quality of the survey data. Overall, 103 participants initiated the survey resulting in a 

100% retention rate. A high retention rate was expected due to the low complexity and 

the short amount of time required to complete the survey.  

With 43 responses the largest group of participants was the 26-30 years old (42%). This 

was partially due to the fact that the survey was shared with the author’s personal 

network whereas the majority are between 18-35 years old. The second largest group 

was the 20-25 years old and accounted for 29% of the participants followed by the 31-

35 years old with 11%. The age groups 36-40 and 40 accounted for 4% and 9% 

respectively.  
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2.3.3 Interviews 

The main purpose of the interviews were to acquire an understanding of the challenges 

these different agency professionals working within the digital advertising ecosystem 

encounter in their day to day work.  

In order to gain a comprehensive understanding it was crucial to interview different 

professionals within the digital advertising ecosystem. Moreover it was necessary to 

tailor each interview to the position held by the individual, as their level of technical 

savviness, business objectives and daily responsibilities were expected to differ as a 

result of their job description. The participants were selected based on their current job 

and past experience and were not offered any form of compensation for their efforts. 

Two of the three participants were Danish, while one were a Swedish national. They are 

all expert users of Google AdWords and in their current role work with one or more of 

the Scandinavian markets. Two of the participants are managers in large digital 

agencies and one a manager in a display advertising platform named Criteo. The 

reason for choosing these three participants will become apparent to the reader in the 

Google case study and the mapping of the digital advertising ecosystem conducted later 

in the thesis. 

2.3.4 Secondary empirical data 

The secondary empirical data, such as news articles, various reports and other material 

produced by third parties, were gathered from a broad selection of national and 

international websites such as BusinessInsider, Forrester, Google Consumer Barometer 

and Emarketer. The latter is one of the biggest digital marketing research companies in 

the world and is widely recognized as the most reliable and trustworthy source of data, 

especially in relation to digital advertising (Web 11).  

Emarketer is very popular amongst not only the majority of the leading digital 

advertising companies in the world, but also amongst the leading business schools and 

universities as a results of their consistent strong methodology, the wide selection of 

countries covered and quality of their data (ibid.). Therefore, we consider Emarketer to 

be a very reliable data source and it will be utilized to gather revenue numbers, 

forecasts and similar data for the Scandinavian digital advertising market. In addition to 
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the data collected from Emarketer, reports and analysis produced by FDIH (The Danish 

Association for Ecommerce), Statista, and Comscore will be included when considered 

relevant to answer the main research question.  

  



THEORETICAL
FRAMEWORK

CHAPTER 3
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3.0 Theoretical Framework 

3.1 The history of conventional marketing 

To understand the disruptive impact the digital era has had on the marketing landscape 

a brief review of historical contributions in regards to literature and theory needs to be 

addressed. As a detailed chronological review of historical marketing theory is not the 

sole purpose of this thesis, the goal of the following chapter is to bring introductory level 

insights to the change on the conventional paradigms within the field. For non-marketing 

practitioners and scholars this chapter will provide a top-level holistic perspective on 

how marketing literature, theory and appliance has gradually evolved throughout the 

history. For practitioners and professionals within the field of marketing the authors 

recognize and suggest further readings of the comprehensive three-volume publication 

by Tadajewski and Jones (2008) titled “The History of Marketing Thought” for a detailed 

chronological review of publications within the field. The academic publications which 

has created the foundation of Tadajewski and Jones’ work is perceived as timely and 

significant due to the vast number of academic scholars involved in the historical 

research and general thought such as Baker (2000), Hollander and Rassuli (1993), and 

Sheth and Garrett (1986).  
 

The foundation of marketing theory is indisputable a result of the supporting 

development in economic ideas and theorem and is important to acknowledge in order 

to understand the predisposition when referred to as “conventional marketing theory”. 

As the field of economics and the relative importance of social sciences gained 

academic traction in the late 1700’s, the publications within marketing gradually evolved 

into the field we know today.  
 

One of the major contributors to the social sciences’ broad recognition was the key 

publication entitled “Wealth of Nations” by Adam Smith in 1776. Adam Smith is seen as 

a pioneer within the field of economics and his foundational philosophy paved the way 
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for the initial development of economic theory as a separate and unique social science 

and his work has inspired scholars to develop economic theory up to this day.  

The history and development in the field of marketing has followed a similar path and 

scholars still contribute actively to the academia. With this in mind the root thoughts on 

the approach to marketing can be traced back as far as to ancient Greek philosophers.  
 

The philosophical teachings and thoughts by Aristotle, Plato, and Homer gave the 

worldview and logical approach for the thirteenth centuries Aristotelian economic 

philosophy in which the meaning of money and the relation between buying and selling 

were fostered from the merchant’s role in the society’s welfare (Tamilia, 2009).  

In academic articles the term “marketing” was originally coined as the term “art of 

merchandising” introduced by Roberts (1638) which later became the ground pillar for 

the French term “le négoce”. Le négoce at this time, meant the “practice and 

organization of commercial activities” (Tamilia, 2009), and is still today a term used to 

explain the relation between bargaining and negotiation to arrive at a sale specified by 

trade related terms (Tamilia, 2009). It wasn’t until 1850 the term “advertising” was 

introduced by Greeley (1850), whereas the first publication with “marketing” did not see 

the light of day before Burkett and Hamilton published “Cotton – Its Cultivation, 

Marketing, Manufacture, and the Problems of the Cotton World” in 1906 (Burket and 

Hamilton, 1906).  
 

Even though the history of marketing stretches back to ancient Greece there is not as 

such any “heroes” who are credited with particular importance within the field. In other 

major sciences names like Einstein, Da Vinci, Darwin, Newton, Freud, and Keynes, to 

name a few, are regarded as the forefathers of their respective fields and are treated as 

apostles when scholars attempt to prove or disprove philosophical paradigms and 

theories (Tamilia, 2009).  
 

Mentionable contributors, even though relatively unknown to marketers and marketing 

scholars, are Benjamin Horace, Henry Erdman, and Stanley Resor (Tamilia, 2009). The 

disregard for the profound influence of these pioneers within marketing are paradoxical 
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in nature as they have had paramount impact on the twenty-first centuries ability to 

satisfy the growing economic needs. Their publications and philosophies evolved from 

their interpretations of the changing world around them, through the emerging of 

physiocracy, classical economics as founded by Adam Smith, industrial capitalism and 

neo classical economics (Smith, 1776). As such, marketing in its essence was born 

from emerging market structures and demands arisen from the manifestation of 

capitalism and is hence a part of the field within applied economics rather than 

physiology, as present day mainstream marketing seem to suggest. This origin is 

important to understand as modern day marketing is highly focused on consumer 

behavior rather than market-based capitalist drivers (Kotler, 2009).  
 

As mentioned, modern day marketing theory, is primarily driven by the psychological 

drivers of consumers’ buyer behavior and merchants approach to stimulating these by 

anticipating changes in mass consumer behaviour (Kotler, 2009). In 1953 Neil Bordon 

coined the term “marketing-mix” to provide firms with a more pragmatic approach to 

execute efficient marketing plans and campaigns (Tamilia, 2009). Marketer’s efforts to 

the utilization of effective marketing mixes were strengthened by E. Jerome McCarthy in 

1960, when he introduced the four P’s; product, price, promotion and place (McCarthy, 

1960). The four P’s were interpreted as the consumer demand and supply relationship 

when determining a product or brand offered. The introduction of the four P’s were 

rooted in a strictly commodity based economy and the “product” was therefore defined 

as an item that satisfied a consumer demand. The “price” was defined as the 

equilibrium between the customer perceived value of a product and the price elasticity 

of the product. These two elements led to a preferable pricing strategy for a seller to 

pursue in order to maximize revenues. The communication method practiced by the 

marketer to provide desirable parties information and promotions on the product, 

including advertising and sales promotions was described through “promotion”. The final 

P, “places”, referred to the most desirable distribution channels for a particular product, 

enabling easy access to the product for consumers. Today, most applied marketing 

practices are viewed as the managing of the four P’s.  
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This leaves room for criticism as it can be argued that this is a simplistic micro view, 

when looking at the historical evolution of marketing where more complex macro social 

processes have shaped and influenced the field (Tamilia, 2009). Over the past 30 years 

marketers have therefore build on the original P’s and added an additional 3 P’s for 

service industries to account for the paradigm shift in which customers consume 

services repeatedly. These are referred to as the 7 P’s. The 7 P’s are still widely taught 

due to their fundamental logic being sound in the twenty first century marketing 

environment by enabling marketers to adapt their marketing mix to include various types 

of communications, such as social media. In general, it allows firms to account for 

constant changes in the places in which they sell products and services and hence 

allows them to reiterate their efforts based on customers expectations (Web 12). With 

the rise of the internet, literature within the field began taking the digital era into account.  

3.2 Digital Marketing 

As the digital revolution in the western world surfaced, it became increasingly difficult for 

companies to cope and craft an effective marketing strategy (Dahlström et. al., 2014). 

Literature to this point, including the formulation of the 7 P’s in the 1980’s (Booms and 

Bitner, 1981), has mainly discussed the conceptual impact of the digital revolution 

(Dahlström et. al., 2014). In more recent literature, focus has been much more on 

observing and categorizing the impact of this shift. A wide array of literature on the 

phenomenon “New Media” and “Channel Challenges” quickly emerged, analyzing the 

relative importance of these. Worth mentioning is the initial work by Neslin and 

Shankar’s titled “Key Issues in multichannel customer management: Current knowledge 

and future directions” from 2009, which shaped the rationale used in publications by 

Winer (2009) and Kaplan and Haenlein (2010). A common theme for all was the 

approximation of online channels relative importance to companies’ conventional 

marketing efforts (Dahlström et al., 2014). With an increasing emphasis on the new 

channels and disruptive change in the media landscape, supporting research emerged 

in terms of redefining business models in general. Increased access to data meant 

companies now had the ability to reach new customers, hence outdated perceptions of 

conducting efficient business and marketing began to rely more and more on the 
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insights available (Dahlström et al., 2014). Davenport (2006) expressed the paramount 

need for change as he saw companies, which systematically analyzes traditional data, 

will outperform their competitors (Davenport, 2006). As such, the introduction of digital 

marketing can be seen as a disruptive force that has had a profound impact on the 

transformation of effective business models (Dahlström et al., 2014). As business 

models describe how a business creates the value it provides to its customers and how 

it maximizes and capture economic profits, digital marketing has become one of the key 

drivers for a company's’ success (Day, 2011). As a result, present day digital marketing 

theory is focused on the organization's ability to effectively utilize its resources and 

capabilities to succeed. 

3.2.1 Business and revenue model 

Digital marketing efforts can be seen as an effort to market and sell intangible services 

as there is not a physical substance or material (as in conventional commodity based 

economic teachings). As the goal of a given marketing campaign is, by nature, aimed at 

solving a now-in-time business goal, the notion of perishability adhere to a certain 

extent. Obviously arguments for reusability of generic content to tackle common 

business goals are genuine and needs to be taken into account. However, for this thesis 

the nature of digital marketing is seen as either a fixed life perishable inventory or a 

service subject to continuous exponential decay (Nahmias, 1982). As such it is to a 

larger extend both intangible and perishable, rather than a subset of transactions of 

commodities. This imitates the business models pursued by telecommunication 

providers, insurance companies and other similar service providers, and can therefore 

be perceived on the same premise in terms of historical theoretical frameworks.  
 

The term “business model” is by the authors understood as the reference to the 

conflation of systems and offerings with a mode for generating revenues (Green and 

Himelstein, 1999). According to Amit and Zott, within all business models there is a 

specified revenue model that completes these goals (Amit and Zott, 2001). They argue 

e-business firms generate revenues through subscription fees, advertising fees, and 
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transactional income (including fixed transaction fees, referral fees, fixed or variable 

sales commissions, and mark-ups on direct sales of goods) (ibid.).  
 

3.3 Consumer behavior - Moments of Truth 

After reviewing literature within conventional marketing, digital marketing, and the 

impact on business models, the next section will focus on consumer behavior. 

Consumer behavior is inadvertently an important factor when looking at marketing 

strategies. As marketing is seen as a service, every encounter can be defined as “(...) a 

period of time during which a consumer directly interacts with a service” (Shostrack, 

1985: 243). When following this definition of encounters, Bitner (1990) states that these 

include all interactions a service firm has with a customer including, but not limited to 

employees, tangible and intangible elements (Bitner et al., 1990).  

Norman et al. (2000) claims that these service encounters can be classified as 

“moments of truth” as the encounter contributes to the customers perception of the total 

service quality and perception. As all marketing related activities can subsequently be 

assessed as a customer’s initial (or re engaging) interaction (encounter) with a 

business, these are important to manage as it is a key part of the successful encounter 

and the ability to positively change the perception of a service quality (Bitner, 1990).   
 

This reasoning paved the way for a new mental method which described the customer's 

interaction and continuous perception towards products and services. This mental 

method was divided into three steps, eg. Stimulus, First Moment of Truth (FMOT) and 

Second Moment of Truth (SMOT) (Lecinski, 2011).  

3.3.1 Stimuli  

Stimulus is an individual's encounter with a service or product which initiates an intend 

to pursue or purchase that product or service (Underwood and Klein, 2002). In mass 

marketing terms this is the result of posters, billboards, newspaper ads, tv-spots and 

word of mouth. When approaching effective stimuli theory and research, an 

understanding of concepts within visual marketing is of paramount importance. 
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Alesandrini and Sheikh (1983) initiated this theorem with their research on vividness 

effects on consumer attitude. Their initial study found that pictures suggested an 

affirmative reply towards brand recognition and recall, hence indicating that images and 

visual representations are a more vivid stimuli than words (Underwood and Klein, 2002). 

Vivid stimuli (i.e. vividness effect) explains how vivid or graphical events/exposures 

affect an individual's perception of a situation (Collins et al., 1988).  
 

Images and visual representations are defined by Lutz and Lutz (1978) as “any two-

dimensional representation in which the “stimulus array contains at least one element 

that is not alphabetic, numeric, or arithmetic” (Lutz and Lutz, 1978: 21). However, 

Alesandrini and Sheikh’s (1983) study also found that extrinsic cues could vary as to 

credibility of their initial findings. In 1986 Kisielius and Sternthal therefore proposed an 

availability-valence hypothesis to account for this inconsistent credibility. The premise 

for the hypothesis was that studies (including Alesandrini’s prior study) aimed at 

affirming this terminology, tended to fail to account for other external factors that 

affected elaboration (cognitive by nature) when measuring the real vividness effect. 

Their accessibility-valence hypothesis concluded that vivid stimuli such as images have 

the largest effect when the nature of the stimuli has a positive valence (Kisielius and 

Sternthal, 1986). In other words, they found that the nature (positive or negative) of the 

content in any graphical representation have the greatest effect in terms of assessing 

the vividness and is hence dependently and mutually affected by an individual's valence 

relation to content.  
 

Feldman and Lynch (1988) found through their diagnosticity framework, that by 

increasing (1) accessibility of the input, (2) the accessibility of alternative input, (3) the 

diagnosticity or perceived relevance of the input strengthening, the vividness effect can 

actively be enhanced (Feldman and Lynch, 1988). This can obviously be done in a wide 

array of methods and through many different channels, but one of the most important 

(and very common ways in traditional marketing) is to add pictorial representations of 

product attributes. Loosschilder, Rosbergen and Wittink (1988) proved this relevance in 

their conjoint analysis in which they observed a positive effect on the relative perceived 
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importance of a product by adding pictorial-, rather than only, verbal representations 

(Loosschilder et. al., 1998). Further studies undertaken by Bolen (1984), Pavio (1986), 

and MacInnis and Price (1987) all evaluate the predictive likelihood of consumer 

purchase based on vividness effect incurred through imagery and packaging stimuli.  

All of which, in different ways, arrive at the conclusion that cueing consumers through 

communicating specific product attributes in imagery is of great importance. Even 

though the scope of this paper delimits in-depth and further research on the implication 

of stimuli formats, the authors have found that a basic understanding of terminology and 

distinction of representations are of importance going forward.  

3.3.2 FMOT - First Moment of Truth 

 

Underwood and Klein’s study from 2002 found that the packaging of products and 

goods are of major importance at the point of purchase and introduced the term first 

moment of truth (Underwood and Klein, 2002). Harckham (1989) already described this 

phenominal of stimulating customers initial encounter with brands to assess it’s value in 

1989 (Harckham, 1989). However, it was not before a comprehensive research was 

conducted by Underwood and Klein, that the concept of “first moment of truth” was 

widely recognized in the academic terminology. The terminology gained commercial 

traction in late 2005, when the Wall Street Journal published the results from Proctor 

and Gamble’s research paper on the implications of first moment of truth for their 

product portfolio of fast moving consumer goods (Web 13).  

In laymen terms, the first moment of truth is often referred to as the “shelve moment”, 

and is essentially the moment the consumer is introduced to the product at a purchasing 

stage in a store or through a service platform (ibid). 
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3.3.3 SMOT - Second Moment of Truth 

 
The “second moment of truth” is defined as the consumer consumption of products or 

services. For services this moment of truth is a prerequisite for the service design as it 

defines the user experience function and the boundaries for interaction. As such the 

implications for the second moment of truth relies on the ease of use and ability to 

consume a service or product (Løfgren, 2008).  
 

3.3.4 ZMOT - Zero Moment of Truth 

Most studies and research papers has predominantly focused on defining the scope for 

the terminology of “pure goods” (Grönroos, 2000) and “pure services” (Echerri and 

Edvardsson, 2002) when applying this to the moments of truth narrative. Therefore, the 

authors base the necessity and implications for first- and second moments of truth in 

regards to marketing as defined by Löfgren in 2005. In his paper titled: “Winning at the 

first and second moments of truth: an exploratory study”, he defines the relative 

importance of marketers ability to pin-point the cues customers use as signals for 

quality. He found that factors at different stages, both point of purchase (first moment of 

truth) and during the consumption of that purchase (second moment of truth) are of 

paramount importance when investigating these cues (Löfgren, 2005). This introduces 

the latests literature and theory on the subject: The “zero moment of truth” (ZMOT).  
 

As a result of the exponential technological advancements in consumer technologies 

and with the internet of things, the traditional mental model capitalizing the three steps 

of moment of truth in the consumer experience journey, has radically changed (Lecinski, 

2011). In 2011 Google therefore introduced a new approach to the conventional 

consumer perception by proposing a new step to the mental model called “The Zero 

Moment of Truth” (ZMOT) (Lecinski, 2011).  
 

As illustrated in the aforementioned review the narrative of moments of truth is not a 

new concept; the relative importance and impact has simply shifted from physical stimuli 
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towards a virtual and digital representation and engagement. The study argues that the 

customer behavioral driven first moment of truth, and it’s relative importance for firms, 

has shifted to the ZMOT (Lecinski, 2011). In his paper Lecinski (2011) proposed a 

framework transformation of the initial Three-Stage model coined by Procter & Gamble 

in 2005, adding the ZMOT stage. The underlying logic was that without neglecting the 

importance of the moments a customer interacts with a product or service, emphasis 

should be put on understanding consumer behavioral tendencies empowered by the 

access to technology (Lecinski, 2011). As such his proposed additional stage in the 

behavioral model is a pre-purchase (pre-direct-encounter) stage in which the customer 

explores solutions and identifies alternative services, products and suppliers (ibid). 

Hudson and Thal (2013) conducted a comprehensive study on how the level of brand 

immersion by consumers have changed towards tourism and leisure travel providers 

(Hudson and Thal, 2013). The foundation of the study is based on the increased 

importance of social media in terms of brand recall and engagement. Even though 

social media has been deemed out of scope for this thesis, they made a very interesting 

discovery regarding consumer behavior and the attribution of marketing efforts by firms 

as “(...)a large proportion of the marketing budget is usually spent on the “consider” and 

“buy” stages, yet insight from this research note suggests that consumers seem to be 

influenced more during the “evaluation” and “enjoy-advocate-bond” stages” (Hudson 

and Thal, 2013: 158).  

Their findings were based on the consumer purchasing journey stages proposed by  

Edelman (2010) and is simply an observational study on brand engagement efforts 

(Edelman, 2010). From their findings and from knowledge obtained through prior 

literature they proposed a consumer decision journey framework based on the 

McKinsey paper authored by Court et al. (2009), in which the buyer behavior of 

consumers are scrutinized and its importance held in context to their engagements with 

a desired purchase (Court et al., 2009).   
       
For the purpose of this paper's research efforts, it is therefore assumed that digital 

marketing efforts supporting consumers journey towards the evaluation of a purchasing 

process and ease of use experience have a positive effect on building strong brand 
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awareness and driving sales (Hudson and Thal, 2013). As such the addition of the 

ZMOT stage to the mental model is transformed into the following, as introduced by 

Lecinski. The authors will use the ZMOT mental model to analyze and conclude on 

consumer behavior as it captures prior more conventional theoretical paradigms and 

adds an additional layer which resonates with the digital advertising industry.  
 

 

 
 

Illustration 1: The Mental Model Zero Moment of Truth (ZMOT) 
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3.4 Churn management and customer retention  

As previously mentioned, the authors view the underlying business model for digital 

advertising platforms to be that of a service provider. As such it is crucial to look closer 

into the literature on the drivers for customer churn, i.e. customer retention. According to 

the Oxford dictionary churn is defined as drivers or results “to agitate or produce violent 

motion”. The term is expressed as a measure to quantify the share of individuals leaving 

a collective group for a specific time span. As such it is often used to predict and assess 

implications on revenue and future profitability, in this case based on the nature of the 

customer base. As historical theory is based on industries with similar business and 

revenue models, the following literature is found to be reliable and directly comparable 

for the purpose of this thesis. 
 

In August 2011 Price Waterhouse Cooper (PWC) published an article titled “Curing 

Customer Churn”. The article focuses on the drivers of churn and the common 

misconceptions amongst professional practitioners when working with churn 

management. The reasons for their claims are rooted in the old marketing axiom that it 

is often more profitable for a company to retain current customers rather than to acquire 

new customers (Abbott and Karakaya, 2011). They found that internally deployed efforts 

specialized to prevent churn rarely leads to a save rate exceeding 30-40% of the at-risk 

customer churn base (Abbott and Karakaya, 2011). The result of the multiple 

comparable studies constituting the article, was that no matter the complexity of any 

statistical prediction model towards churn a company is likely to use, different customer 

segments have widely different risk-of-churn profiles. These are based on behavioral 

attributes rather than statistical probability. In analogical terms, predetermining 

customers risk of churn and appropriate countermeasures is like using an actuarial 

model predicting that a patient is about to die but without informing the medical 

physician which disease to treat. The article therefore iterates the importance of 

organizational goals and cost benefit considerations when identifying, quantifying and 

prioritizing appropriate churn reduction mechanisms to actively engage in. From these 

findings it is relevant to investigate additional literature on the relative impact of both 
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statistical and behavioral predictions in the digital advertising industry and the ways to 

measure this.    
   
According to Johnson and Fornell (1991), customer satisfaction is defined as a 

customer’s overall evaluation of the performance of an offering (Johnson and Fornell, 

1991), hence emphasising the importance of assessing customer interactions and 

potential pain points throughout their lifetime. In a churn study for the mobile service 

provider industry Davies & Philpott (2011) found that the bundling of offers were an 

important driver to increase subscriber retention (Davies and Philpott, 2011).  
 

In 2004 Myron claimed that the bundling of minimum two offerings can decrease churn 

with up to 25% (Myron, 2004). These findings were substantiated in an accompanied 

study by Janssen and Mendys-Kamphorst in 2008 where they found that once a 

customer have decided to subscribe to multiple services from a single supplier, the 

switching costs associated with choosing a new supplier becomes too high and hence 

making it difficult for them to change. Hence, diminishing the potential churn rate 

(Janssen and Mendys-Kamphorst, 2008).     
 

Studies of other comparative industries have, by using data mining technology and 

statistical data processing, attained multiple approaches to identifying and predicting 

customer churn. Burez and Van den Poel (2007), for instance, developed multiple CRM 

analytical churn-prediction models (including the principles of the Markov chains in 

churn prediction and a random forest model) based on real time data to resolve a 

significant diminish of the customer base as a result of record high churn rates (Burez 

and Van den Poel, 2007).  
 

Similar papers have been published by Lariviere and Van den Pool (2005), Xie and Li 

(2008), and Yan and Wolnewicz (2004), all focused on various statistical churn-rate 

prediction approximations using various evaluation methodologies. As with most other 

literature available in the field of churn management, their efforts are based primarily on 
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set statistic variables and does not take into consideration the large proportion of churns 

that are not a result of historical events.  
 

According to Jorg Hopmann and Anke Thede (2005), predictable customer churn in the 

ebusiness industry is easiest categorized by contractual relationship and churn type 

(Hadden et. al., 2007). The contractual relationship refers to the nature of the buyer-

seller relation, i.e. contractual versus non-contractual. As such, Hopmann and Anke 

states churn resulting from the contractual relationship can be predicted by the date of 

contract termination and its non-renewal. On the other hand, churn events occurring as 

a result of a non-contractual setting are much harder to predict and explain, as there is 

no obvious contractual rationale for premature termination.  

Other than the obvious contractual relationship impacting churn rates they also look at 

the churn type. The churn type is seen as either voluntary or nonvoluntary (Hopmann 

and These, 2005). A non voluntary churn can be the result of customer's inability to 

meet provider's terms and conditions, and include both delinquency payments and 

policy restrictions. Like non-contractual settings reasons for churns are difficult to 

extrapolate. So is a voluntary churn, as it is the customer’s own decision to opt out of 

the contractual subscription agreement. When assessing these it is of course also 

important to take seasonality into consideration as peak seasons will have a substantial 

influence on both the voluntary and non-contractual churn rates.  
  
As the programmatic nature of Google AdWords means there is no end-date contractual 

relationship between the customer and Google the authors find it reasonable to more 

precisely observe churn in this thesis as defined by Yoon, Koehler and Ghobarah. 

Yoon, Koehler and Ghobarah (2009) consider churn as: “customers who have shown 

advertisements in a season “s” in year “y”. The customer churn for these customers one 

year after the last date of s in y. A customer is churned if none of their advertising 

campaigns have shown any advertisement for more than 181 consecutive days on the 

last date of s in year y + 1 (Yoon, et. al., 2009).  
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By reviewing existing literature, a refined and relevant definition of churn for this thesis 

was discovered. Furthermore, the literature review clarified obvious gaps and 

shortcomings in existing literature regarding behavioural driven non-predictable churn 

events. As this area seems to be industry specific by nature the authors will focus their 

research efforts on establishing present day macro environmental and industry specific 

insights to assess behavioral driven churn events and customer perception.  

The investigation will allow for suggestions to counteract the aforementioned churn 

definition. 
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3.5 Porter’s Five Forces  

When the young associate professor Michael E. Porter had his first Harvard Business 

Review article, “How Competitive Forces Shape Strategy” published in 1979 it sparked 

a revolution within the academic field of strategy and it has since helped shape a 

“(...)generation of academic research and business practice” (Porter, 2008: 79).  
 

As stated by Porter (2008) one of the most important tasks for any company is “(...)to 

understand and cope with competition” (Porter, 2008: 79). This essentially means that a 

company’s ability to create a strategy that can help them navigate the competitive 

landscape of an industry, in which they operate, will determine whether or not they will 

be able to survive in the long run (Porter, 2008). Developing a strategy that can ensure 

the long term success of a company is a complex task as it requires taking both internal 

capabilities and resources into consideration along with numerous external aspects 

(ibid.). Porter’s Five Forces provides a framework that companies can use to grasp the 

competition and profitability of their respective industry by analyzing the “(...)underlying 

structure in terms of the five forces” (Porter, 2008: 80).  

The “Five Forces” framework consists of 1) Threat of new entrants 2) The power of 

suppliers 3) The power of buyers 4) The threat of substitutes and 5) The rivalry among 

existing competitors (Porter, 2008: 80). According to Porter (2008) these are the “Five 

Forces”, which are all external from a given company’s perspective, that shapes the 

structure and competitive landscape of industries (ibid.). It is important to mention, that it 

will vary from industry to industry which force is the most dominant one (ibid.).  
 



 34 

 
Illustration 2: Porter’s Five Forces 

 

The threat of new entrants is one of the five forces that can moderate the profitability of 

an industry (Porter, 2008). The reason for this is, that when new competitors enter an 

industry their aim is to gain market share which “(...)puts pressure on prices, costs, and 

the rate of investment necessary to compete” (Porter, 2008: 80). If the threat of new 

entrants are low, the profitability of an industry is typically higher than compared to 

industries where the likelihood of new entrants are high as companies are forced “(...)to 

hold down their prices or boost investment to deter new competitors (Porter, 2008: 81). 

Therefore, it is also critical to understand, that it is “(...)the threat of entry, not whether 

entry actually occurs, that holds down profitability” (Porter, 2008: 81).  

To understand how high the threat of entry is one must assess the present barriers of 

entry and what reactions that could be expected from the existing participants in an 

industry (Porter, 2008). There are primarily seven sources that influences the barriers of 

entry on an industry, namely 1) Supply-side economies of scale 2) Demand-side 
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benefits of scale 3) Customer switching costs 4) Capital requirements 5) Incumbency 

advantages independent of size 6) Unequal access to distribution channels and 7) 

Restrictive government policies (Porter, 2008: 81-82). Combined with the outlook of 

retaliation this defines how high the barriers of entry are within an industry. 

Unfortunately, Porter’s (2008) framework does not provide any type of scale or 

scorecard that can be utilized in an analysis, so one will have to rely on an overall 

evaluation.  

The process of analyzing the barriers of entry is particularly useful, and should be 

mandatory to any company that plans to enter a new market (Porter, 2008).  
 

The (bargaining) power of suppliers is another force that impacts the competition and 

profitability of an industry (ibid.). If a supplier is the only one capable of providing a key 

component to an industry, this supplier is able to charge a higher price, which was what 

Microsoft did throughout the 90’s with their “Windows” operating system for desktop 

computers (ibid.) This can also be the scenario in regards to suppliers of labor (ibid.).  

Another important element is switching costs which can be very high in some instances. 

For example can large IT and production line systems be very expensive to replace if 

companies have already invested heavily in systems and the training of their employees 

(Porter, 2008). If the switching costs are high for a player in an industry they will “find it 

hard to play suppliers off against each one another” (Porter, 2008: 83). This essentially 

means that players in an industry will not be able to negotiate favourable prices with 

their suppliers which practically will result in lower profits (Porter, 2008).  
 

The (bargaining) power of buyers (i.e. customers) is the third force that affects the 

competitive landscape and profitability of an industry (Porter, 2008). Customer groups 

with high bargaining power, which will vary from group to group, can force down prices, 

demand better quality or service (which often will increase cost) from industry players. 

Moreover, buyers are typically more powerful if they “(...)have negotiating leverage 

relative to industry participants, especially if they are price sensitive, using their clout 

primarily to pressure price reductions” (Porter, 2008: 83). The aspect of buyers price 

sensitivity should not be neglected in industries where buyers switching costs are low 
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and products or services are standardized (Porter, 2008). It is important to highlight that 

the income level of the buyer group and product type will also impact their price 

sensitivity (ibid.).  
 

The threat of substitutes is the fourth force that can influence the profitability of an 

industry (Porter, 2008). A substitute is defined as a product or service that “performs the 

same or similar function as an industry’s product by a different means” (Porter, 2008: 

84). For example can bus be a substitute for taxi and email a substitute for regular mail 

(Porter, 2008). It is crucial to understand that substitutes are always present, but that 

they can easily be overlooked if a too narrow focus is applied to the analysis (ibid).  

The reason for this is, that a substitute is to be understood from a customer perspective 

and the need they seek to cover. If a customer is looking to buy a gift for a person, 

products or services from different industries, such as travel and retail, can become 

substitutes (ibid.). In the same way as the other forces the threat of substitutes can 

potentially limit the profitability of an industry and when it comes to substitutes there are 

primarily two drivers that influences how high the threat of a substitute is (ibid.). The first 

is when the substitute “(...)offers an attractive price-performance trade-off to the 

industry’s product” (Porter, 2008: 84). This describes situations where a customer 

perceives the relative value of the substitute is better than the product the industry 

offers (Porter, 2008). Secondly, if the switching cost for a customer is low, this could 

also drive down profitability in an industry (ibid.). Lastly, it is important to monitor 

changes in other industries as technological advancements can foster new products or 

services that ultimately can become substitutes and thereby threaten profitability of an 

industry (Porter, 2008).  
 

The fifth and final force of the framework is known as the rivalry among existing 

customers which includes, but limited to, activities such as price discounts, marketing 

campaigns and the introduction of new products or features (Porter, 2008). According to 

Porter (2008) the degree to which rivalry between competitors affects profitability 

depends on “(...)the intensity with the companies compete and(...) on the basis on which 

they compete” (Porter, 2008: 85). The intensity of rivalry is heavily influenced by the 
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amount of equally sized competitors within an industry trying to serve the same 

customer groups utilizing one or many of the aforementioned tactics (Porter, 2008). 

Other parts that can influence the level of rivalry are industry growth rates, exit barriers 

(opposite to entry barriers) or companies which main objective is, for some reason, not 

profits (ibid.). However, the type of rivalry that most heavily affects drives down the profit 

margins within an industry is price wars as they “(...)transfers profits directly from an 

industry to its customers” (Porter, 2008: 85). Intense price competition is very common 

in relation to generic products or services or, again, if a customer has low switching 

costs (Porter, 2008).  

For a customer being able to purchase a product or service at a lower price is obviously 

positive, but for companies within the given industry intense price rivalry will negatively 

impact their ability to generate profit (ibid.). However, other types of rivalry in 

dimensions such as product features or service improvements can positively impact the 

profit margins of an industry, as it can enable competing companies to charge a higher 

price for their products or service, as the perceived value for the customer increases 

(ibid.). In industries where many competitors compete on the same dimensions (e.g. 

price) this can lead to a scenario known as zero-sum competition, which means that 

one company’s gain is most likely another company’s loss (ibid.). While competition in 

the dimension of price has a higher risk of becoming zero-sum, intense rivalry can also 

create positive sum or even “(...)increase the average profitability of an industry(...)” 

(Porter, 2008: 86). This often happens when competitors within an industry either 

improve or develop their product or service and hence enables themselves to serve a 

different segment of customers (Porter, 2008).  
 

It is paramount to mention that the purpose of an industry analysis, using Porter’s 

framework, is not to analyse whether or not the industry in question is attractive or 

unattractive, but “(...)to understand the underpinnings of competition and the root 

causes of profitability” (Porter, 2008: 87). Based on this understanding a company will 

then be able to 1) create a new strategy or 2) to adjust their current strategy to cope 

with the competitive landscape of their industry (Porter, 2008).  
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In the current thesis the point of utilizing Porter’s Five Forces framework (2008) is to 

acquire an extensive understanding of which forces that shapes the competitive 

landscape of the digital advertising industry in Scandinavia. Moreover, the analysis will 

contribute with a mapping of the competitors in the industry (i.e. the providers of digital 

advertising platforms), which is crucial for the understanding of the digital advertising 

ecosystem. According to Porter (2008) one of the most common mistakes that 

strategists make is to define the industry they analyze too broadly or too narrow, which 

can lead to wrong decisions in regards to strategy development. Therefore, this is an 

aspect which is imperative to keep in mind when analyzing an industry (ibid.) 

Furthermore, it is also important to remain “(...)focused on the structural conditions 

rather than on fleeting factors” (Porter, 2008: 86). This means that one should avoid 

focusing on the more visible factors such as growth rates as it does not help determine 

the actual profitability of an industry.  
 

It will be argued why Porter’s somewhat simple approach and focus on external “forces” 

has become outdated in the digital era and hence no longer are suitable to analyze 

what shapes the competitive landscape and the profitability of a given industry alone. 

Therefore, it will be argued that there is a need for a more dynamic model which 

includes an internal dimension (i.e. dynamic capabilities) of companies and the 

underlying concepts as part of an industry analysis. 

3.6 Dynamic capabilities 

In recent years business strategists around the world have observed a need for an 

expanded paradigm when analyzing competitive advantage obtained and held by firms. 

The reason for this is rapid change in certain markets and industries. Scholars have 

previously founded their argumentation and logic for competitive advantages within 

firms and industries through Michael Porter’s recognized assumptions. Michael Porter’s 

assumption that excess profits reflect monopoly or oligopoly advantages resulting from 

imperfect competition due to restricted entry into industries (Tallmann, 2006). As such 

the main goal for professionals have been to understand and cope with competition to 

gain and secure sustainable long term profitability (Porter, 2008).  
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This approach applies a resource based view, in which firms attempt to accumulate 

valuable technology assets and employ a hostile stance towards intellectual property 

rights. However, with this approach, scholars within the field tend to focus on static and 

continuous similar-mechanisms for driving the market and defining the industry 

(Tallmann, 2006). When looking at the historical development of the global marketplace, 

industries and market mechanisms are forever changing in both predictable and 

unpredictable manners. As such “winners” in the global marketplace are more often 

than not, firms demonstrating timely responsiveness and a high level of flexibility to 

rapidly adapt to the competitive industry environment. As a firm's ability to anticipate 

and react to changes are built on the coordination and deployment of internal and 

external competences, a new source for achieving competitive advantage was 

introduced. Namely, dynamic capabilities.  
 

Dynamic capabilities are “the firm’s ability to integrate, build, and reconfigure internal 

and external competences to address rapidly changing environments” (Teece et 

al.,1997: 520). Dynamic capabilities refers to the shifting character of the environment 

and emphasizes the ability of firms strategic management in the adoption, integration 

and reconfiguration of internal and external organizational skills and resources to cope 

in an always changing industry and environment.  
 

To understand the underlying principles of what a dynamic capability is, and how the 

founder of the expression, Teece (1997), describes the implications of utilizing these, 

one must first define capabilities and their influence on a business. A capability defines 

what a firm does at its core (Web 14). Essentially it is not the how it does these things, 

when or even where. Capabilities are the core of the business and as such they define 

what the business do.  
 

Firms in rapidly changing industry environments, often turn to these capabilities to 

ensure long term growth. Many practitioners, therefore wrongly, assume that dynamic 

capabilities are indeed operational capabilities (Helfat et al., 2007). Operational 
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capabilities are only related to the current operations of an organization and not related 

to any future operations or mechanisms (ibid.). Dynamic capabilities on the other hand, 

refers to “the capacity of an organization to purposefully create, extend, or modify its 

resource base” (Helfat et al. 2007: 17). This inadvertently means that an organization’s 

core competencies should be the main driver when modifying short-term competitive 

positions to build and ensure long-term competitive advantage.  
 

Teece (2007) propose three dynamic capabilities necessary for businesses to cope with 

new challenges. (1) The organization and its employees ability and capability to learn 

quickly and to continuously build strategic assets. (2) The organization must integrate 

customer feedback, capability and technology within these new strategic assets. (3) The 

ability to transform and reconfigure existing strategic assets.   
 
These dynamic capabilities can be seen as the most important for a business when 

attaining and maintaining corporate agility. Therefore, it is also referred to as a 

business’ capacity to (1) sense and shape opportunities and threats, (2) seize 

opportunities, and (3) maintain competitiveness through enhancing, protecting, and 

reconfiguring intangible and tangible assets (Teece, 2007). 

It’s worth mentioning the four key parameters a firm must apply when approaching 

corporate agility; learning, developing and acquiring new assets, transforming existing 

assets, and co-specialization (ibid.).   

Learning refers to an organization’s ability to generate knowledge residing in both 

routines and logic formed through firm specific internal activities. Routines are the 

continuous interactions present within the organization to resolve particular tasks 

(Teece, 2007). At its core, these can be seen as patterns of interactions within the 

group dynamics and the sub-routines of individuals. Often times internal collaborations 

and external partnerships can be seen as primary sources for organizational learnings 

and can pinpoint present dysfunctional routines (ibid.). Over the past years many firms 

have required new strategic assets from external sources through acquisitions and thus 

identified and eliminated internal dysfunctional routines (ibid.).  
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This leads to the second parameter; “developing and acquiring new assets”. Garvin 

(1988) proposed that quality performance is driven by special organizational routines in 

the process of gathering and processing information. He claimed that linking customer 

experiences with service design choices, and coordinating production and suppliers 

would determine performance (Garvin, 1988). With the rapid development of 

technologies in the twenty first century, Zahra and Nielsen (2002), proved in their study 

that internal and external human resources and technological resources are paramount 

to achieving technological commercialization. By doing so, expressed the importance of 

change through integrating externalities and technologies into the strategic assets to 

obtain a competitive advantage (Zahra and Nielsen, 2002).  

Change is inevitable expensive for organizations along with the need to develop 

processes and procedures for finding high-payoff changes while diminishing costs. Amit 

and Schoemaker (1993) refer to this phenomenon as the ability to reconfigure the firm’s 

asset structure to accomplish a profitable internal and external transformation 

necessary. In other words, their ability to effectively transform existing assets. The goal 

is to continuously reconfigure and transform the organization ahead of the competition 

by evaluating the market and the ability to quickly understand the environment. Amit 

and Schoemaker (1993) propose various ways of achieving this in which the most 

common ways are to support local autonomy, create strategic alliances and 

decentralizing certain parts of the organization.  

With these changes the optimal result is that making firm’s assets become more or less 

synergistic and hence co-specialized in nature. When an organization’s physical assets, 

human resources, patents and tacit knowledge obtained through intellectual property, all 

come together, uniquely valuable assets emerge (Teece, 2009). It is the combination of 

these that provides an organization with a sustainable competitive advantage and as 

such this level of co-specialization is generating higher value to the firm than it it would 

do otherwise isolated (Douma and Schreuder, 2013).  

When applying the logic from this paradigm to the digital advertising industry, it is found 

reasonable to criticize Porter’s five forces framework when determining an industry’s 
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level of profitability. With Porter’s arguments and logic founded in the assumption that 

“excess profits reflect monopoly or oligopoly advantages resulting from imperfect 

competition due to restricted entry into an industry or industry segment” (Tallman, 2006: 

378), it can be argued that he neglects the importance of a firm’s ability to cope with its 

environment, i.e. its dynamic capabilities. It can therefore be argued that when 

performance is adjusted for risk, historical trends point to the fact, that industries adjust 

to a normal level of performance. Thus, suggesting that industry characteristics are not 

the sole determinant for performance (profitability) but rather that performance is 

differentiated and firm specific in nature. Dynamic capabilities are hence unique and 

idiosyncratic to each corporate entity and to a certain extend established by the history 

and culture of the company and the synergistic effects emerging from these. As such 

we believe that production functions are simplified expressions of the capabilities of 

these individual entities and we recognize that the outputs and differentiated market 

positions for each firm is rooted in their intangible assets as described above (Tallman, 

2006).   

3.7 Stakeholder management 

In stakeholder management theory one of the most central beliefs is, that a company 

will not be able to succeed without support from their key stakeholders (Freeman, 

2009). 

A stakeholder is defined as “any group or individual who can affect or is affected by the 

achievement of the organization’s objectives” (Cornelissen, 2011: 8). This means that a 

stakeholder can be understood and analyzed for example as individual persons, as 

organizations (e.g. NGOs) or companies (i.e. suppliers or competitors).  

This implies that an understanding of the long term success and survival of a company 

depends on the support from and cooperation with these key stakeholders (ibid.). 

Hence, a company must comply with and satisfy the needs of their stakeholders in order 

to gain their trust and support (ibid.). Stakeholder theory is commonly linked to other 

academic fields such as Corporate Social Responsibility, Strategy and Corporate 

Communication. Especially in relation to strategy and corporate communication tasks 
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the framework is utilized to map and prioritize stakeholders in order to be able to target 

these with various forms of communication efforts (Cornelissen, 2011).  
 

Edward Freeman (2009) has created a framework known as the stakeholder diagram 

which offers a comprehensive overview of a company’s potential stakeholders. It is pivot 

to mention that this framework does not segment the stakeholders by importance but 

simply provides an overview of who they are. The task of segmenting the stakeholders 

by importance is crucial to any company, but this is done after the initial mapping of the 

stakeholders. Which stakeholders are the most important to a company will differ from 

industry to industry (Freeman, 2009). By mapping their stakeholders, a company will be 

able to determine who to focus on and collaborate with to achieve their goals (ibid.).  
 

 
 

Illustration 3: Stakeholder Diagram 
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The framework subdivides stakeholders into primary stakeholders which includes, but 

are not limited to, employees, suppliers and customers and secondary stakeholders 

which are, among others, governmental institutions, the media and competitors 

(Freeman, 2009). In the very center of the diagram is the company itself. 
 

In section 4.4 (case study) the framework will be utilized to map Google’s key 

stakeholders in order to determine which, primary or secondary, stakeholders the 

company has and which of them are key in regards to the task of reducing churn on 

their digital advertising platform, i.e. Google AdWords.  

The task of mapping key stakeholders is of great importance as these insights will 

enable the authors to effectively target the most important stakeholders when proposing 

strategic measures to counteract churn.  
 

This concludes the theoretical framework on which the thesis is build. The knowledge 

gained from the theory and literature review will be applied in the following analysis to 

theoretically justify and strengthen the validity of the findings. 
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4.0 Empirical Findings and Analysis 
In this chapter the aforementioned theoretical framework will be applied in collaboration 

with the primary data collected. Throughout the chapter the primary research conducted 

will be presented as empirical findings and will be tied to the overall research question 

and the areas the authors have found critical to analyze to answer this. 

4.1 The Scandinavian digital advertising industry 

 

The purpose of the following section is to obtain an extensive understanding of the 

Scandinavian digital advertising industry through Porter’s (2008) five forces framework.  

Porter’s framework is most often used to determine profitability, but it can also be used 

to analyze the competitive landscape of a given industry (ibid.).  

The following analysis includes defining the industry, mapping the key players, 

analyzing the intensity of the rivalry amongst them, determining buyer and supplier 

bargaining power and identifying potential substitute products (Porter, 2008).  
 

The first and most important step is to define the industry subject to analysis (i.e. 

establishing the boundaries for competition) (Porter, 2008). This is a prerequisite to 

analyzing any of the five different forces that shapes an industry (ibid.).  

As mentioned in the previous chapter one of the most common errors made by 

strategists is that they define an industry either too broad or too narrow (ibid.). Despite 

this claim, Porter (2008) does not provide any recommendations on how to overcome 

this obstacle. Hence, this analysis will rely on secondary empirical data as guidance to 

define the boundaries of the Scandinavian digital advertising industry and to ensure that 

the understanding is aligned with the available data for the industry.  
 

According to Emarketer, which is one of the leading companies within market data, 

digital ad spend is defined as “advertising that appears on desktop and laptop 

computers as well as mobile phones, tablets and other internet-connected devices, and 

includes all the various formats of advertising on those platforms” (Web 15).  
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This implies an understanding that digital ad spend can be separated from other types 

of ad spend such as print, TV, outdoor, and radio which are normally characterized as 

traditional offline advertising (ibid.). 

It can therefore be argued that the Scandinavian digital advertising industry encompass 

all companies that operates in Scandinavia and provides digital advertising platforms of 

any kind regardless of the format (e.g. search, display and video). Simultaneously this 

establishes the competitive boundaries of the industry as it excludes all other non-digital 

(i.e. offline) advertising products and solutions. As a result they are considered to be 

substitutes for the digital advertising platforms and products. At the same time this split 

provides the opportunity to analyze the growth rates in digital ad spend and compare 

these to the aggregated media ad spend in Scandinavia. Furthermore, it makes it 

possible to determine how much spend advertisers allocate to digital advertising 

compared to the total media ad spend. 
 

Based on data from Emarketer for each of the countries (Norway, Finland, Sweden and 

Denmark) it is possible to calculate the total digital ad spend in Scandinavia and 

compare this to the overall media spend (appendix 1). It should be noted that 2014 and 

2015 figures are based on known historical spend whereas the figures for 2016-2018 

are estimates based on fundamental analysis from historical figures and future online 

predictions. In 2014 the digital ad spend in Scandinavia accounted for 34% the total 

media ad spend. This number is estimated to reach 43% by 2018 with yearly growth 

between 5-9% (ibid).  
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Illustration 4: Digital Ad Spend of Total Media Spend 

 

Although the current analysis will only include companies that provides digital 

advertising platforms, it is imperative to mention that some of these providers might also 

offer offline advertising products. A couple of examples of these providers include 

Danish tabloid newspapers such as Ekstra Bladet and Jyllands Posten which sells 

advertising space on both their own ad platform which allows targeting only the of the 

visitors on their website and within their nationwide print paper issues.  

It can therefore be argued that they compete within several industries. This is just one of 

many examples why it is challenging to define the Scandinavian digital advertising 

industry. 
 

As the boundaries for the Scandinavian digital advertising industry has now been 

established it is fitting to progress with an analysis of the five forces.  
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Threat of entry  
 

As mentioned previously the threat of entry refers to how easy it is for new competitors 

to enter into an industry. Due to the complex nature of the digital advertising products 

available within the industry, and the many different platform providers, it is necessary 

to subdivide these into three main areas: search, display and video. To make the 

analysis as thorough and precise as possible all five forces will be discussed individually 

in relation to the three different product areas.  
 

In relation to search the barrier of entry is considered to be high for providers of digital 

advertising platforms similar to Google AdWords and Microsoft Bing as it requires an 

extensive technical infrastructure and high capital requirements to sustain operations.  
 

The same high barriers of entry can be identified in regards to online video advertising 

due to similar reasons (capital requirements and technical infrastructure). Within online 

video advertising, YouTube (which is owned by Google) is the most dominant player. 

Mention worthy is also Facebook and their mobile-first platform, Instagram, which has 

rapidly conquered a substantial market share in recent years (Web 16). 
 

When focusing on display advertising, the barriers of entry are predominantly low in 

comparison. The reason for this is, that basically every website owner (referred to as a 

“content publisher” or simply “publisher”) can sell advertising space on their website 

both directly to advertisers or through various sell side platforms such as Google’s 

AdSense (Web 17). Google AdSense is a sell side platform that allows website owners 

to monetize on their website traffic by allowing space in the form of banners for adverts. 

This means that publishers can be seen as a competitor to other providers of display ad 

space, while at the same time also being suppliers to the more complex advertising buy 

side platforms, which utilizes these ad spaces through their platforms, such as Google 

AdWords (ibid.).  
 

It is important to acknowledge that even though the barriers of entry can both be high 

and low, there is always a chance that new players can disrupt and fundamentally 
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change the competitive landscape and profitability of an industry by introducing 

completely new technologies. Present day examples of these include global 

conglomerates such as for example Netflix and Uber, within their respective industries. 

(Web 18).  
 

Bargaining power of suppliers 

In terms of bargaining power of suppliers this is extremely difficult to determine due to 

the complexity of the platforms and the way ads are bought and sold as it is based on 

an auction system (Web 19 & Web 20). Within search this means that Google, Bing, 

Yahoo, or any other search advertising provider, do not possess any bargaining power 

as the price of a given keyword is determined by the competition (ibid.). This auction 

based model is also applicable to both display and video, but there is also other pricing 

opportunities and options for those specific product areas. Display ads can be bought 

using either a cost per click (CPC) or cost per thousand (CPM) pricing model or can be 

traded through over the counter deals directly from and/or with the publisher (Web 21). 

When buying display ads directly from a publisher the CPM pricing model is most often 

used along with various custom formats and niche pricing models. It should be noted 

that an advertiser will typically pay a higher CPM when buying directly from a publisher 

compared to through a digital advertising platform as for example Google AdWords, as 

no auction takes place and as such the publisher controls the price. On online video 

platforms such as YouTube it is also possible to bypass these auctions and buy ads 

using a CPM pricing model. This often times results in a higher price as the platform 

provider will be able to manually determine the CPM price. The terms CPC, CPM and 

other digital advertising terminology will be explained in depth in the section 4.2  about 

the digital advertising ecosystem. 
  
According to Porter (2008) a key aspect that drives down the power of the suppliers is 

switching costs. From a theoretical standpoint the switching cost for advertisers (buyers) 

are considered to be low, as there are little or no switching costs associated with 

buying, search, display, or online video ads from another publisher (i.e. supplier). This 

means that the bargaining power of the suppliers (i.e. publishers) are considered to be 
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low which will affect profitability negatively (ibid.). However, it is important to mention 

that this is a simple approach that does not take factors such as the quality of the 

publisher website, the popularity of the website (including estimated daily traffic and 

impressions) or other factors into consideration.  
 

Bargaining power of buyers  
As described in the preceding section an auction pricing model is dominating the 

product area search and hence the power of buyers is low, as the price is determined 

by the competition and the level of aggressiveness in terms of bidding behavior for 

individual keywords. That being said, there are almost no switching costs for advertisers 

in regards to the platform. Even though there are no switching costs in this regard, the 

dominant market position obtained by Google, results in no other viable alternatives.  

For display and online video advertising products that are bought using the CPC or 

CPM pricing model buyers have no negotiation leverage (Porter, 2008). However, when 

it comes to display ads bought directly from publishers, advertisers will have more 

leverage in negotiations, as switching costs are low and they can easily apply or switch 

to another publisher that can offer a similar audience (ibid.).  
 

Threat of substitutes  
As initially defined, the analysis considers all companies that provides digital advertising 

platforms as competitors within the industry. According to Porter (2008) a substitute 

product provides “(...)the same or similar function as an industry’s product by a different 

mean” (Porter, 2008: 84). As advertising is the core function then all non-digital 

advertising products are considered to be potential substitutes, as they will be able to 

cover the same basic needs (i.e. advertising) sought covered by the customers, ie. the 

advertisers. Therefore, radio, outdoor, print and similar ad products are evident 

substitutes to all digital advertising products. That being said, due to the shift in 

consumer behavior, it is unlikely that advertisers will be eager to shift their budgets to 

offline advertising (Dahlström et al, 2014).  
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Rivalry among existing competitors 

As mentioned above there are multiple competitors that operates within the industry 

who at the same time also are suppliers to other competitors. In order to evaluate the 

level of rivalry within the industry it is necessary to focus on the aforementioned three 

key product areas independently. 
 

The search market is more or less monopolized by Google which has conquered a 

superior position with more than 95% of the total market share in throughout all markets 

in Scandinavia. A far superior position compared to the other major competitors, such 

as Bing (2.4%) and Yahoo (0.5%) following second and third (Web 22). 

Within the online video advertising space the rivalry is intense despite being heavily 

dominated by YouTube and Facebook with the latter showing tremendous growth rates 

in recent years (Web 23). There are only a few smaller providers of video advertising 

platforms such as Instagram, Twitter and Snapchat.  

In the display product area, the competition is fierce as the amount of publishers have 

increased as a result of the growth within internet usage and penetration (Dahlström et 

al, 2014). As the amount of internet users visiting websites have massively increased 

this have enabled publishers to sell more advert space to a larger audience (ibid.)  
 

By analyzing the Scandinavian digital advertising industry using the five forces 

framework a knowledge of the macro level aspects has now to a certain extent been 

obtained.  
 

However, the preceding analysis lacks the ability to provide deeper insights into the 

ecosystem on which the industry is build, and so heavily relies, due to the rigid nature of 

the framework, it does not encompass all aspects and relationships. When the authors 

refer to the ecosystem this includes the providers of the digital advertising products, 

platforms and solutions, advertising agencies, publishers, and advertisers. As such their 

interconnected relationship and symbiotic nature cannot be fully captured by Porter’s 

(2008) five forces framework. Hence the authors will apply the following section to 
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investigate, describe, and analyze the ecosystem which currently resides within the 

Scandinavian digital advertising industry.  

The primary purpose of this analysis is to obtain a more profound understanding of the 

aforementioned ecosystem and to unveil valuable insights and drivers that can 

contribute to answering the main research question.  

4.2 The digital advertising ecosystem 

The digital advertising industry has in recent years seen rapid growth in terms of ad 

spend as more and more advertisers have been shifting their marketing budgets from 

offline to digital platforms (Web 24). The main reason why advertisers are shifting their 

budgets to digital platforms is a result of the radical change in consumer behavior. 

According to Emarketer the biggest driver of this change is the adoption of smartphones 

and the increase in internet usage in general among consumers globally (Web 25). 

Hence, the growth in digital ad spend primarily stems from increased investment in new 

mobile advertising products and solutions that has become available to advertisers as a 

result of the change in consumer behavior. Mobile ad spend is projected to account for 

51% of the total global ad spend before the end of 2016 which is a stunning 430% 

increase in only three years (ibid.).  

With mobile being the key driver of digital ad spend in general there are certain products 

areas that in particular are forecasted to benefit from this growth (Web 26). According to 

a recent market analysis by BI Intelligence marketers will continue to focus on mobile 

and will therefore drive up ad spend in the key product areas search, display and video 

and therefore continue to allocate advertising budget from traditional media (ibid.). It is 

worth mentioning that video is projected to be the product area which will benefit the 

most from the increased focus on mobile advertising, as that it is estimated to grow at 

an astonishing 21.9% per year towards 2020 (ibid.).  

Therefore, it can be concluded that mobile will play a key role in the digital advertising 

ecosystem going forward. 
  
Within academic research this change in consumer behavior (i.e. smartphone usage) 

has not gone unnoticed and according to Dahlstrøm et al. (2014) “mobile is driving a 
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second internet revolution that is even more profound than the first one” (Dahlstrøm et 

al, 2014: 3). However, for advertisers it is not solely positive as the increase in amount 

of digital advertising platforms and the many new, mobile focused advertising products 

available have massively increased the complexity of the ecosystem that resides within 

the digital advertising industry. An ecosystem is defined as a “system or network of 

interconnecting and interacting parts” (Web 27). Applied to the digital advertising 

industry, this means the ecosystem is constructed of the platforms and advertising 

products, the players engaging with these, and all that resides within it. Therefore, this 

increased complexity requires advertisers to continuously improve their knowledge 

about the digital advertising ecosystem in order to understand how the platforms and 

products work and how they can use them to gain a competitive advantage. However, 

not all advertisers has the resources nor technical skills required to do so (Dahlstrøm et 

al, 2014).  
 

It is crucial to mention that an ecosystem differs from an industry as it describes the 

interconnection and the mutual dependencies between platforms, products and players 

in depth, whereas the industry is the underlying layer. This means, that the analysis of 

the digital advertising ecosystem will solely focus on these and the interconnected 

relationship between them and hence not focus on macro level factors such as the 

power of suppliers and buyers or substitute products (Porter, 2008). 
 

The reason why it is paramount to understand the ecosystem that resides within the 

industry is, that the many advertising platforms and products are interconnected in the 

sense that data obtained from one product can be utilized to target users through other 

products and vice versa. An example of this is the Google advertising platform, Google 

AdWords, where data about a user obtained through search advertising and browsing 

behavior on an advertiser’s website, can be utilized to retarget the same users with 

display ads on Google’s display network or through video ads on YouTube. This 

opportunity to retarget users across platforms and devices is one of the biggest benefits 

of digital advertising. This feature is hugely important to advertisers as it enables them 
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to precisely target users who has already visited their website and shown a desired 

behavior or intend to purchase a product or service. 
 

The forthcoming section will be built on secondary data to elaborate on the relative 

importance of the various aspects within the digital advertising ecosystem. 
 

Before describing the ecosystem, itself and individually elaborating on the three key 

product areas (search, display and video), the key players and their interconnectivity, it 

is necessary first to define the most important concepts.  

The authors have found this to be crucial it is important to grasp these underlying 

concepts and definitions in order understand the complexity of the digital ecosystem. 

Despite the obvious importance of understanding these concepts on which the digital 

ecosystem is build, and which forms the foundation of the digital advertising industry, no 

existing academic literature has to date been focused on this particular paradigm.  
 

Therefore, the following section will provide a much needed overview that both scholars 

and practitioners can benefit from and simultaneously form the basis for further 

research.  

4.2.1 Concepts and definitions 

 

Click 

A click refers to when a user interacts (i.e. clicks) with an ad on either search, display or 

video and is the absolute key concept in relation to digital advertising and the 

monetization hereof (Web 28). 
 

Keyword 

A keyword is defined as any word or phrase an advertiser can choose in order to have 

their ad appear on search, display or video (ibid.). This means that when a user 

searches for specific words or phrases (i.e. keywords), such as “red shoes”, on a search 

engine (i.e. Google, Yahoo or Bing) an advertiser's ad can appear in the search results 
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if they have targeted that specific keyword in their search campaign. Keywords can also 

be used in relation to display and video advertising to target users. The usage of 

keywords to target users within the various product areas search, display and video will 

be discussed in depth in the individual sections within the mapping of the digital 

advertising ecosystem. 
 

Impression 

An impression refers to the scenario where a user is shown an ad on any of the three 

platforms through one of the available ad formats (ibid). An impression is counted every 

time the ad appear to a user in either the search results, on the display network or 

through a video ad on for example YouTube (ibid.). 
 

CPC  

CPC is an acronym for “Cost Per Click” which refers to the price an advertiser pay when 

a user click on an ad in the search results, a banner on the display network or for 

example on a link in a YouTube video ad (ibid.). It should be mentioned, to avoid any 

confusion between terms, that CPC is sometimes also referred to as PPC (Pay Per 

Click), but that it is the same and that all the major search engines such as Google, 

Yahoo and Bing use CPC when applying performance metrics. CPC is also key in 

calculating the overall cost of a campaign. The total cost of a campaign is determined 

by multiplying the CPC for each ad click with the total amount of clicks.  
 

CPM 

CPM stands for “Cost-Per-Mille” or “cost per thousand impressions” and is a pricing 

model frequently used within display advertising (ibid.). This static pricing model is very 

simple, as the CPM price is set by the publisher (i.e. website owner) who determines 

how much an advertiser will have to pay to have an ad shown a thousand times to users 

of their website. The CPM pricing model differs from the aforementioned CPC model, as 

an advertiser will pay for the amount of times an ad is shown to a user regardless of the 

user actually clicks on the ad or not. If a CPC model is used, the advertiser will pay 

every time a user clicks on the ad regardless of how many times it was shown.  
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Therefore, this pricing model is mainly used for branding purposes where the goal for 

the advertiser is to reach the largest possible audience in order to drive for example 

brand awareness. This method is also known from conventional TV and print mass 

marketing media. 
 

Auction:  
An auction is the dynamic process that determines which ads are shown to a user on 

either search, display or video. On search the auction happens every time a user 

searches for something on for example Google.com or Bing.com. The auction 

determines, based on different factors such as the keyword, the bids and ad relevance, 

which ads are shown to the user and in which order they appear in the search results 

(ibid.). It is paramount to mention that it is through the auction that the CPC an 

advertiser will pay for a click from a user is determined. The actual CPC an advertiser 

will end up paying will vary from auction to auction as it depends on what users search 

for, which advertisers are eligible to compete in the auction along with multiple other 

factors such as ad relevance and bids.  
 

A similar auction process takes place in regards to display and video ads, but with some 

differences, as they do not take quality score or ad relevance into consideration, but rely 

on how much the advertiser is willing to pay for a click (i.e. their maximum bid) in the 

auction combined with other factors such as demographic and interest targeting.  

It is imperative to mention that when it comes to display and video ads it is also an 

option to buy impressions through the CPM pricing model and hence not engage in an 

auction with competing advertisers. However, the CPM pricing model is mostly used 

when buying display ad impressions directly from a publisher. 
 

CTR 

CTR stands for Clickthrough rate and is a ratio which is calculated by dividing the 

amount of times an ad has been clicked on by the amount of impressions the ad has 

received within a given time period (ibid.). This ratio is often considered as an essential 

metric, as CTR is basically an indicator of how relevant the ad is to the targeted 
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audience. However, it is imperative to mention that it is not recommended to conclude 

on the performance of an ad by solely analyzing the CTR. The obvious reason for this is 

that the metric only determines the amount of users who click on any given ad, and not 

what type of action they perform on the advertisers website. Therefore, one should 

include multiple other performance indicators in such an analysis to obtain a more 

comprehensive understanding of the actual performance of the individual ad along with 

the campaign that it is part of.  
 

CPV 

CPV stands for “Cost-Per-View” and is a pricing model used within digital video 

advertising (ibid.). The name does not provide an accurate description of the actual 

pricing model. Opposite to the CPC and CPM pricing models, where the advertiser is 

charged based on the amount of clicks or the amount of impressions, the CPV pricing 

model is more complex as it counts multiple actions as a “view”. An advertiser can be 

charged for a view if the user for example watches 30 seconds of the video ad (specific 

to YouTube) or if the user interacts (i.e. clicks) on a link or banner inserted as an 

overlay in the video ad (ibid.). It should be noted that if none of the above criteria are 

met, the advertiser will not be charged for a view and as such only the impression will 

be accounted for (ibid.).  
 

Conversion: 
A conversion is defined as an action that a user performs which is considered valuable 

to the advertiser after clicking on an ad (ibid.). Therefore, a conversion is not 

predefined, but determined by the advertisers themselves. For a retailer a conversion is 

often defined as a product sale of any kind, for a restaurant it could be a table booking 

conducted on their online booking system or via phone. Whereas for an insurance 

company a conversion could be if a user calls to setup an appointment or if they fill in a 

contact form on the insurance company’s website.  
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Conversion tracking:  
Conversions and conversion tracking are two closely connected aspects of digital 

advertising and one of the most essential task for an advertiser to master. The reason 

for this is, that conversion tracking enables an advertiser to understand which of their 

campaigns that delivers the highest return on investment and hold this against their key 

performance indicators or overall business goals. Conversion tracking is therefore a 

feature which is crucial to implement for any advertiser as it will enable them to analyze 

and optimize their performance and allocate marketing budget accordingly.  

However, according to a recent study by Dahlstrøm et al. (2014) one of the main 

challenges for advertisers is how to measure, attribute and properly understand the 

impact of their digital advertising efforts and moreover how to, appropriately, compare 

them to their traditional activities such as print, radio, TV and outdoor advertising 

(Dahlstrøm et. al, 2014). The study also discovered that 53% of marketing executives 

agrees that there is a need “to train managers on how to use and interpret online 

metrics and key performance indicators” (Dahlstrøm et. al., 2014: 8).  

Conversion tracking is typically managed through complex web analytics tools which 

are integrated into the various digital advertising platforms and the advertiser’s own 

website. The role of web analytics tools in relation to digital advertising and it’s 

functionality towards advertisers will be elaborated upon and discussed in depth at the 

end of this chapter.  
 

Cross-device conversion: 
As described in section 3.3, consumer behavior has radically changed as a result of the 

massive increase in internet and smartphone usage (Dahlström et al., 2014).  

Therefore, the need for and ability to track and measure consumers and their actions 

across multiple devices has become essential and more important for advertisers than 

ever before (ibid.).  

A cross-device conversion refers to the scenario where a user clicks on an ad on one 

device (for example a smartphone) and is directed to the website of the advertiser. The 

advertiser then leaves the website without performing the desired action (i.e. 

conversion). When the same user then revisits the advertiser’s website on a desktop 
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computer and performs a conversion, the same or subsequent day, this is considered 

as a cross-device conversion as the ad click happened on one device, but the actual 

conversion was performed on another device (Web 29).  

It is crucial to mention that it is not always possible to track cross-device conversions. 

According to Google’s official online help center, the user will need to be signed in with 

their email to one of their services, such as YouTube, Gmail or Chrome on both their 

smartphone and computer (or similar devices) in order for a web analytics tool to 

determine that it is the same user (ibid.).  
 

Conversion rate:  
Conversion rate is a metric that refers to the amount of ad clicks which leads to a 

conversion (Web 28). The conversion rate is dynamic in nature as it is calculated by 

dividing the total number of clicks by the total amount of conversions within the same 

period of time. Conversion rate is a metric which is often used to evaluate campaign 

performance as it includes the key success criteria for advertisers (conversions) and 

provides a percentage number which allows for comparability across platforms and with 

with other marketing efforts, such as offline.  

However, it is imperative to mention that conversion rates can be calculated at overall 

campaign level and on more granular levels such as for the individual keyword. Hence, 

advertisers must be vigilant when analyzing their performance and especially if they are 

directly comparing digital campaign performance to other platforms such as TV or print.  

Lastly, it should be mentioned that it is not possible for an advertiser to calculate 

conversion rates unless they have implemented conversion tracking through a web 

analytics tool. 
 

CPA: 
CPA is an acronym for Cost-Per-Acquisition or cost-per-action which is closely related 

to conversion tracking, clicks, conversion rate and CPC.  

In relation to CPA it is key to understand how this metric differs from CPC when 

analyzing the performance of digital advertising campaigns. CPC refers to the price per 

click and advertiser pay regardless of what actions the user performs on their website 
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after they have clicked on an ad, whereas CPA refers to the average price per action 

(i.e. conversion). Therefore CPA as a metric is a much stronger indicator of campaign 

and digital advertising performance overall, than CPC (Web 30).  

CPA is calculated by dividing the total cost of a campaign by the amount of conversions 

within a given time period and therefore the metric accounts for the average cost per 

acquisition (ibid.). However, similar to conversion rates, CPA can also be calculated at a 

more granular level. For example, can CPA be calculated for the individual ad, keyword 

or placement by isolating their cost and then divide it by the amount of conversions 

attributed to the ad, keyword or placement and hence affecting the performance in the 

eyes of the advertiser (Web 31). 
 

Cookie:  

A cookie is small file that is stored on user’s computers or smartphones, typically 

through their browser, and is used to save user’s preferences and to collect information 

about the user and their behavior on an advertiser’s website (Web 28) 

Cookies are a very important part of the digital advertising ecosystem as they are the 

components that enable advertisers to track and analyze user behavior on their 

websites and moreover to retarget these users with relevant search, display or video 

ads (Web 32). Advertisers can for instance use these insights about visitors behavior to 

target their ads to users with a certain behavior, such as which pages they have visited 

or how long time they spend on the website. The ability to track and target users across 

the various products (search, display and video) must be seen as perhaps the biggest 

opportunities of digital advertising. Due to the sensitive nature of cookies and public 

concern about privacy, cookies have been regulated by the European Union since 2011 

(Web 33). Therefore, all advertisers are legally obligated to inform users of their 

website, residing within EU countries, that they utilize cookies to track their behavior 

and what they intend to use the collected behavioral information for in the future (such 

as retarget through relevant advertising platforms) (ibid.).  
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Remarketing 

Remarketing (also referred to as retargeting) is a concept that refers to the scenario 

where an advertiser targets a user that previously visited their website with tailored ads 

on other platforms within the digital advertising ecosystem (Web 34).  

There are multiple ways for an advertiser to re-engage with users across various 

product areas search, display and video. An advertiser can for instance target a user 

with display or video ads based on the information about the user obtained and stored 

through the cookies of the user’s web browser (ibid.). This is the main reason why 

cookies play such an important role in the digital advertising ecosystem. Without 

cookies it would not be possible for advertisers to re-engage with users in the same 

precise and narrow targeted manner.  
 

Web Analytics 

Web analytics tools are used by website owners (i.e. advertisers) to track traffic and 

behavior on their respective websites (Web 35). Web analytics tools use cookies to 

track and identify users and are, as mentioned above, obligated to inform visiting users 

about the fact that their site behavior is being monitored. Through this tool website 

owners are able to gather massive volumes of valuable data and insights that they can 

utilize to improve their performance advertising and to better understand their 

customers needs. Examples of this data are time spend on the website, device usage, 

traffic source, geographical location of the user, on site behavior and many more (ibid.). 

More importantly, it is also through web analytics tools that the tracking of conversions 

such as for example sales in webshops and table bookings for restaurants are 

registered. The data obtained via web analytics tools is often deeply integrated with 

other business software systems such as customer relationship management systems 

(CRM) and similar, as it can be used to optimize the the overall performance of their 

business.  
 

Globally there are multiple free web analytics software available such as Clicky, 

KISSmetrics and Google Analytics (Web 36). In addition to these free options there are 



 62 

also enterprise solutions available often through a subscription based pricing model or 

for a yearly fee.  

Google Analytics is widely recognized as being the most popular web analytics software 

in the world, but the exact number of users has not been provided by Google since 

2012 (Web 37).  
 

With all key definitions and concepts described and their interconnection discussed it is 

now suitable to provide a visual overview.  
 

The overview encompasses the three key product areas subject for analysis throughout 

the thesis search, display and video. Each definition or concept is listed in the left hand 

side column and if applicable to the product area a “Yes” is market throughout the table. 

If the definition or concept is not applicable in the given product area they are marked 

“No”. The visualization captures the overlapping between the three key product areas.  
 

Concept Search Display Video 

Click Yes Yes Yes 

Keyword Yes Yes Yes 

Impression Yes Yes Yes 

CPC Yes Yes Yes 

CPM No Yes Yes 

Auction Yes Yes Yes 

CTR Yes Yes Yes 

Conversion Yes Yes Yes 

Conversion tracking Yes Yes Yes 

Cross-device conversion Yes Yes Yes 
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Conversion rate Yes Yes Yes 

CPA Yes Yes Yes 

Cookie Yes Yes Yes 

Remarketing Yes Yes Yes 

 

Illustration 5: Overview of the key search, display and video definitions 

 

It is now possible to progress to the next step in the analysis of the digital advertising 

ecosystem which is to elaborate and discuss the three key product areas search, 

display and video. Each section will contain a description and an in-depth analysis of 

the individual product area. A discussion of the three areas and their interconnectivity 

will conclude the section.  

4.2.2 Search 

Today, many people will use the term “let me Google that” in connection to acquiring 

knowledge on pretty much everything one can imagine. The term has developed from 

the dominating search platform Google Search (90% market share), which allows users 

to search for basic and more complex contextual queries online. Similar search engines 

include Yahoo and Bing, with market shares of 3% and 4%, respectively (Web 38). The 

platforms will in a matter of milliseconds return thousands of suggested organic 

websites and targeted ads based on an individual search query. These two types of 

results are important to distinguish, as they are very different in nature. The organic 

website results are based on Search Engine Optimization (SEO) efforts, and rely 

heavily on content, quality and usability of the indexed websites. SEO has no 

associated transaction costs, but requires a solid internal infrastructure to constantly 

modify and update various parameters to be visible in the search results. There is no 

collective platforms or systems to maintain a company's SEO efforts, and as such the 

nature of SEO is non-transactional. Since there is no monetization platform involved, 

this aspect has been deemed out of scope in the analysis of the digital advertising 

ecosystem.   
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The paid ads, however, are at the very center of the ecosystem. The ads on search are 

served based on contextual keyword targeting as mentioned in the previous section, 

“concepts and definitions” (Web 39). An advertiser will choose a specific keyword or 

phrase that is related to that advertiser’s business. The keyword will then enter an ad 

auction specified by the demand side platform for the specific search engine (Web 40). 

Many advertisers will have a relatively high number of competitors, all competing for the 

same or similar keyword. This makes the ad auction highly congested as all advertisers 

wish to have a high ad rank, meaning have their respective ads shown in the top 

position for a query. This means constantly monitoring conversions in relation to costs 

to ensure an acceptable CPA. Navigating, managing and optimizing keywords and other 

aspects involved requires a high level of expertize within digital marketing and for 

advertisers this means allocating the appropriate human capital needed to succeed. As 

a result, this more often than not, means associating a high labor cost, which has 

resulted in the need for intermediates. The development of these intermediates are 

referred to as digital agencies, or simply agencies.  
 

Agencies provide advice to advertisers on how to effectively allocate marketing budgets 

across platforms and create and maintain campaigns on their behalf.  

Their business offerings extend across all three product areas (search, display and 

video) and are customized to the advertiser’s business goals. In the ecosystem, the 

agencies have an important role as they are both buyers and sellers across the different 

stakeholders. Their pricing models vary, but at the core their goal is to maximize their 

customers (i.e. advertisers) performance. The agencies are of paramount importance to 

mention as their client base ultimately constitute a substantial portion of the advertising 

platforms revenue. The model below outlines the product area of search advertising.  
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Illustration 6: Search Advertising Ecosystem 

 

The arrows between each of the stakeholders illustrate their relation. Between 

advertisers and agencies there is a constant link, in which the advertisers express their 

goals and needs to the agencies who on the other hand reports on performance back to 

the advertiser. The advertiser can, of course, decide to keep their advertising efforts in 

house, which results in the link to the DSP (Demand Side Platform) and auction. This 

relationship is mutual as constant information regarding costs and performance is 

presented to the advertiser. Both the DSP and the auction are the underlying enablers 

for advertising on the search engines, which ultimately presents the ads to the targeted 

audience. SEO is of course important for online businesses as well and has been added 

in grey. They have been added in grey as any efforts and drivers within this area is 

deemed out of scope, as previously mentioned.   

4.2.3 Display 

 

To get the necessary and comprehensive insight into how the display ecosystem works, 

it is necessary to analyze how digital media (i.e. advertising) is traded within this 

network and how the various elements are interconnected and related.  
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To understand the dynamics of this ecosystem one must understand how it has 

developed over time. By investigating the dynamics of the display network and the 

current players within the ecosystem, one must make a historical analysis of the 

development to depicture and understand the current state.  
 

In the early days of the display network, advertisers, or agencies on behalf of 

advertisers, would purchase advertising space on a given website, also known as a 

publisher. Historically this trade happened directly between the two parties without any 

trading desk. The ad space that emerged from this can be referred to as inventory. As 

with any inventory, there needs to be a currency that justifies the underlying value of 

that given inventory. It was discovered that the best currency to explain this relation is 

impressions. Impressions were bought by an advertiser or agency in bundles of one 

thousand, and coined the value simply as cost per thousand (CPM). Other than paying 

the publisher for the advertising space through CPM, the advertiser would also need to 

invest resources in the creation of an advert to show on the publisher’s website.  
 

This creates an arbitrage opportunity for the publisher (sell side), as they could 

potentially expand the available inventory at an exponential rate by creating an infinite 

number of websites. This caused a market dysfunctionality with large unutilized excess 

inventory. With this excess inventory, the need for a broker emerged and hence the ad 

network was introduced. At its core the ad network acts as a brokerage firm buying 

inventory from the publishers and selling it to advertisers. The ad networks added value 

to the value chain by bundling the inventory into subsets of categories dependent on 

industry, topics, interests etc., before reselling it to the advertisers and agencies. 

Obviously there is also a degree of transaction opportunities between the ad networks 

to efficiently ensure the highest profitability of the individual bundles, as per the demand 

from the buyer site. This relation can be seen in the created model below. The flow of 

the inventory travels from the publisher to the advertiser/agency, either through a direct 

trade (illustrated by the grey dotted arrow) or through the brokerage services offered by 

the ad networks.  
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Illustration 7: Display Advertising Ecosystem (I) 

 

As technology evolved, the publishers saw an opportunity to curcuma the fees charged 

from the ad networks. At the same time advertisers were looking for a similar 

opportunity to diminish costs. This paved the way for the programmatic solution known 

as an ad exchange. The ad exchange is a technology platform that enables the 

facilitation of direct buying and selling between the buyer and seller side without an 

intermediate. To allow for even access and opportunities for all players on both the 

buyer and seller side, the pricing structure of the available inventory was determined 

through bidding in a so called ad auction. By using an auction based pricing model, the 

buyer side was now enabled to bid only on relevant audiences. For the seller side, this 

meant increasing the quality of their websites and the traffic to their sites, to receive a 

higher price per inventory. This was revolutionizing as the previous pricing method 

involved negotiating a price between the two parties. Now technology allowed for real 

time bidding for attractive inventory (Web 41). However, this also meant adding a new 
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level of complexity, since the ad network and the direct transaction still exist between 

the publisher and advertiser. To meet the demand of the buyer side, the ad exchange 

also utilized certain aggregated bundles available from the ad networks. A visualization 

of this can be seen below. 
 

 
Illustration 8: Display Advertising Ecosystem (II) 

 

With the introduction of data driven technologies and the sheer opportunity for using 

both the ad exchange and the ad network, the buyer and seller side relation gradually 

evolved to encompass their business needs. On the buyer side the agencies started 

forming proprietary Agency Trading Desks (ATD) and Demand Side Platforms (DSP) to 

fully engage with, and exploit the opportunity of the ad exchange. An ATD is an 

independent working unit acting as a centralized service based organization within 

larger media buying networks and companies. As such these can be seen as mayor 

media buyers and re-sellers (Web 42). The ATD’s offer dynamic ways to purchase 

audiences in real time rather than simply from pre-bundled or aggregated inventory. 

They operate very similar to an ordinary trading desk at any stock exchange, processing 

large amount of data to effectively broker and trade audiences and inventory at scale 
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across ad networks and exchanges. The trading desks are compensated by both the 

advertisers and the publishers through both labor-based fees, technical, and 

transactional fees (ibid.).  
 

ATDs often times work as a top layer to a licensed Demand-Side Platform (DSP). A 

DSP is the underlying online system, or close-looped circuit, with access to an 

extensive inventory. A DSP enables the users to analyze performance of bought 

inventory on performance metrics such as CPC and CPA. DSP’s are unique and of 

significant importance as they enable both lateral and vertical targeted marketing (Web 

43). As such they provide the users with a unified platform for serving ads, placing bids, 

track ads performance and optimize advertising campaigns. The simplicity, ease of use 

and relatively low cost has resulted in it being one of the most popular platforms for 

agencies and organizations alike. 

With the addition of the ATD and DSP, this concludes the demand side (or buyer side) 

of the ecosystem. There is still a very engaged and strong link between the previously 

mentioned links from the advertisers and agencies directly to the publishers, ad 

networks and the ad exchange. The ATD and DSP is simply a natural evolution of the 

dynamics within the ecosystem, empowered and fostered by the advancements in 

technology and data available to the users.  

On the supply side (or seller side) a new level has simultaneously been added, namely 

the Sell Side Platforms (SSP). The nature and functionality of the SSP’s are very similar 

to the DSP’s simply representing and serving the opposite side of the marketplace (Web 

44). The primary objective of these are to sell impressions at the highest CPM possible 

within the congested marketplace. To illustrate how these fit into the ecosystem, the 

authors have created a final representation based on our observations of the 

relationships within it. The reader will find that the layout of this representation is slightly 

different from the two previous representations. This is to illustrate the mutual 

relationships between each of the different players, platforms, networks and exchanges.   
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Illustration 9: Display Advertising Ecosystem (III) 

After analyzing the dynamics of the display advertising ecosystem, there was found an 

endless number of customers, partners, and competitive relationships both between the 

buyer and seller side and within each of these, respectively. With this complexity, a 

pattern of dependency and collaboration emerge. It was found that none of the 

individual entities mentioned in this analysis can exist without the existence of its direct 

counterpart, pointing to a symbiotic relationship. The agency trading desk, demand side 

and seller side platforms cannot exist without the existence of the ad network or the ad 

exchange. At the same time neither the ad network nor the ad exchange can exist 

without the supply of inventory from the publishers or the purchasing demand from the 

agencies and advertisers, and vice versa. The ecosystem is highly complex and relies 

on each of the entities ability to meet their respective customers’ demands. That being 

either the direct buyer or seller, or the platforms and exchanges alike.  
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With this level of co-creation and co-dependence, a regular industry analysis, suggested 

by Porter (2008) would not have been a useful representation of the actual industry 

dynamics. As all of these entities are also competing against each other, an arguably 

static framework such as Porter’s five forces does not give the necessary insights 

needed to pinpoint or solve the pressing issue of customer churn. The importance of 

mapping and understanding these relationships will become apparent to the reader in 

the subsequent chapter in which the case study of Google AdWords will reveal Google’s 

most important stakeholders and their role within this aspect of the digital advertising 

ecosystem.  

4.2.4 Video 

After analyzing the display ecosystem, attention is turned to the mapping of the online 

video ecosystem. As the online video ecosystem is relatively young, it was not 

considered necessary to discuss the historical progression of the ecosystem. The online 

video ecosystem sprung from the knowledge obtained through the development of the 

display ecosystem. Therefore, certain similarities do exist. Below can be found a 

graphical representation of the video ecosystem. To clarify and simplify the ecosystem 

as much as possible, the buyer and seller side have been color coded to distinguish 

these from one another. Moreover, the links between each of the stakeholders and 

entities are not visually represented as they are all reliant on the same delivery systems 

and data solutions, such as YouTube and Facebook.  
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Illustration 10: Video Advertising Ecosystem 

 

As is apparent to the reader, the vast majority of the ecosystem is build on the same 

pillars as the display ecosystem, and hence relies on the same relationships between 

each. However, as the nature of video is much more demanding in terms of the creative 

content and formatting specifications, there are noticeable differences. An example of 

this is the buying solutions. Within the ecosystem the buying solutions are technological 

platforms focused on the automation of the media buying process for agencies, ATD’s, 

and advertisers. These are connected to the various different inventory sources, 

including the ad exchange, ad network and SSP’s. To draw a final comparison to the 

display ecosystem, one might argue that the buying solutions are simply a necessary 

additional layer added to the SSP’s to cope with the complexity of the aforementioned 

formatting specifications.  
 

Outside of both the buyer and seller side an additional two main drivers reside. These 

are the “data providers and solutions” and the “delivery systems, tools, analytics, 

verifications and privacy”. These have been placed outside of the direct buyer-seller 

relationship mapping as they are both the underlying backbone for both sides. The data 
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providers and solutions are independent from the relationship. The providers collect, 

compile and sell anonymous data on to potential consumers. The role of the data 

platforms is to manage and protect the data from both online and offline sources. Once 

these sources have been collected and compiled, they turn them into actionable 

information that can be used with equal insights and transparency by both the buyer 

and the seller side. 
 

The delivery systems, tools and analytics at the very bottom of the visualization 

encompass the technologies which provide specific features to the buyer side of the 

ecosystem, i.e. the advertisers. Basically they ensure that the different types of ads 

serve and that the performance data is rightfully measured. They can be seen as being 

independent as they safeguard and provide safety in regards to the privacy features for 

both the advertisers and the publishers.  
 

The major platform providers of online video advertising include Facebook, Vimeo, and 

Google AdWords’ vertical integration with YouTube.  

4.3 Consumer behavior 

After investigating and analyzing the digital advertising ecosystem, it becomes apparent 

that even though the ecosystem is very complex there is a universal aspect that drives 

all. Namely, consumer behavior. The supply of digital advertising platforms and it’s 

usability is subsequently reliant on the consumer demand. It is therefore imperative to 

investigate the consumer behavior through a survey. The objective of the survey was to 

get a better understanding of the user behavior when it comes to online shopping and 

connectivity in general and to understand the consumer purchasing journey when 

acquiring their products. Also the level of engagements leading up to an actual 

purchase, i.e. exposure to stimuli were of great curiosity. This is of course driven by the 

access to the online marketplace and hence it has been deemed important to get some 

insights into the number of consumer electronic devices individuals own, as these are 

potential touch points for advertisers. The survey was designed to get an understanding 

of exactly this behavior and to build a hypothesis on present and future trends in terms 
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of online purchases through mobile devices. As the size of sampled responses were 

limited, the findings will be compared to secondary historical datasets, together with 

projected digital ad spend data obtained from industry specialists. 
 

The survey received a total of 103 responses within the Scandinavian countries, i.e. 68 

Danish, 13 Swedish, 11 Norwegian, and 11 Finnish, respectively. It is apparent that the 

survey results are predominantly obtained from Danish responses (approximately 66%), 

however, seen as the four markets are very similar in terms of online penetration rate, 

the distribution is found to be of significance when describing and investigating trends 

across all four markets. The similarity of the markets in terms of online penetration can 

be seen below. 
 

Online Penetration in Scandinavia 

2015 Population 

Percentage of 
people who 
access the 

internet 

Percentage of 
people who 
access the 

internet daily 

Percentage of 
people who 

use a 
smartphone 

Denmark 5,669,081 90% 79% 74% 

Sweden 9,844,527 93% 83% 83% 

Norway 5,265,778 94% 84% 79% 

Finland 5,521,839 88% 70% 67% 

 

Illustration 11: Online Penetration 

 

This penetration was also very clear in the behavior of the observed participants, as the 

vast majority of respondents goes online hourly (81%). 
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Illustration 12: Online Behavior 

 

The age of the responses received from participant’s span from 18 years to 62 years. 

The highest response rate came from the age group 20-32 years. As the gender of 

respondents were almost evenly distributed, no reason was found to assert any gender 

biases when analyzing the results. The absolute number of participants were 55 

females and 48 males. A graphical representation of the demographics can be seen 

below:  
 

   
 

Illustration 13: Demographics 
 

The initial question “how many internet connected devices do you own (this includes, 

but is not limited to, computer, smartphone, tablet, smart tv, smart watch)” was asked to 
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compile insights into the sheer number of devices owned by the participants. As the 

online penetration in Scandinavia is among the highest in the world, the number of 

sheer consumer devices seems of importance when assessing the relative importance 

of digital advertising platforms and the formats that these cover. From the survey it 

became apparent that the average number of devices, including all devices connected 

to the internet, per person was 3.5, with a standard deviation of 1.09 (appendix 10).  A 

graphical representation of the devices per person can be seen below. 
 

 
Illustration 14: Devices Per Person 

 

It becomes apparent from the findings regarding the number of devices per individual in 

Scandinavia that multiple devices is a common phenomenon. When taking the standard 

deviation into account it would be fair to assume that every person in the Scandinavian 

countries has at least two devices. It seems prudent to deep dive into the nature of 

these devices to understand the device mix of the consumers and their preference of 

device when researching online. Due to the scope of this thesis attention was restricted 

to investigating three main device categories, namely desktop, smartphone, and tablet. 

For all the aforementioned age groups the largest preference in terms of devices for 

research were smartphones and desktops.  
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Illustration 15: Device Preference for Research 

 

With this knowledge it seems reasonable to assume that understanding the nature of, 

and cross device, usage by consumers are crucial to establish the potential purchase 

intent today and to predict on future trends. Therefore, it is key to investigate exactly 

how the consumers use these devices.  
 

By asking the participants about their research behavior for their last purchase, it was 

found that for the vast majority of the age segments in the survey, the primary driver for 

information gathering sprung from smartphones. It came as a big surprise that all of the 

individuals surveyed in the age group between 36-40 years first came across the last 

product they purchased online (however, the sample size was quite limited with only 4 

responses). Across all the age groups “online via website or App” was the predominant 

initial contact point ranging from 64% (ages 31-35) to as high as 100% (36-40). Not 

surprisingly the second most dominant first interaction point was “in a store, shop or 

showroom”, of course discounting the age group 36-40, ranging from 17% (age group 

<20) to 33% (age group >40), respectively. The largest concentration of samples from 

participants were in the ages between 20-25 and 26-30 and as such it is important to 
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notice that the first point of interaction was online via website or App for 67% and 72% 

of the respondents, respectively.  

 
Illustration 16: Consumer Research Behavior 

 

So far it has been established that the primary device across nearly all the age 

segments for research is smartphones. Taking into account that more than two thirds of 

all the participants within the different segments have their first interaction with a 

product online it is paramount to understand what kind of information consumers tend to 

look for.  
 

To answer this question, the participants were asked, “For all of your online research 

purposes during the past month, which of the following describe your intent?”. They 

were given the option to choose more than a single intent, as we from our own personal 

experience, have multiple intents when we do research, which is also very much 

apparent throughout this thesis. It was found that the most engaging age segments 

were the 20-25, 26-30, and 31-35 (with 3.2, 3.5 and 3.2 average intentions per 

consumer over the past month, respectively). It seems that these three segments are 

highly motivated to conduct research throughout their daily life. Some of the most 

important intentions for these individuals were “purchase a product or service”, 

“compare product and/or price”, “read reviews” and finally “locate a physical address”. 
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What is really interesting here is that only two of these intents are actually focused on 

an immediate purchase. Obviously “purchase a product or service” is self-explanatory, 

but “locate a physical address” implies an intent to physically relocate for a certain 

reason. The reason for researching directions can arguably be of both commercial and 

noncommercial nature, as an individual looking for directions to his friend’s house, 

should not be seen as a commercially targeted consumer. Whereas an individual 

looking for the nearest convenience store, restaurant, cinema etc. should be assumed 

to have an intent to purchase or engage in a transaction for a product or service.  

The other two key intents observed were “read reviews” and “compare products and/or 

price”. These two intents actually also account for the vast majority of the overall 

research intents across all the segments. Hence it would seem that the constant 

connectivity of all the users in Scandinavia, across devices, enables them to compare 

and research not only price and directions, but also compare and investigate. With free-

of-charge consumer comparison platforms, such as Yelp, TripAdvisor, and TrustPilot, 

consumers can now share their perception of a given product or service in real time in a 

peer-to-peer network. This means that the consumer no longer needs to rely solely on 

the prior product knowledge and information provided by the manufacturer or conveyed 

by larger and more established independent review providers. To see the full overview 

of the intentions for online research by the participants see appendix 7.  
 

With multiple consumer intentions for research, the next thing to investigate is the 

number of devices used. Analyzing this number, will give insights into the consumer 

journey and the research behavior prior to an actual purchase. When asked the 

question “which of your devices do you use at any stage of your research online”, the 

participants had the opportunity to choose one or more of the following devices: 

“desktop”, “smartphone”, “tablet”, and “other internet connected device”. The 

participants were also given the opportunity to choose “I do not own an internet 

connected device / I do not research online” (this option was chosen by a single 

respondent). As only one of the respondents replied “I do not own an internet connected 

device / I do not research online”, this response has been excluded for statistical 

significance, hence the sample size for this question was n=102. All answers replied 
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with all three devices (desktop, smartphone, and tablet) and “other internet connected 

device”, were treated as 4 devices as a matter of simplicity. From the data it became 

clear that an average consumer will use 2.1 device at any stage of their research online. 

With a standard deviation of 0.8, and within a 95% confidence interval of 0.15 (appendix 

10). It can therefore be claimed that an average consumer will use 2 different devices to 

perform their research.  
 

With this knowledge and the aforementioned device preference regarding research, the 

data suggest that the consumer journey spans over multiple devices, favoring 

smartphones. As such it is worth mentioning that the consumer behavior indicates a 

preference towards research across devices as a mean of convenience. It indicates that 

the consumer will conduct online research through their available device at any given 

time, and seeing as the daily internet access and mobile usage in Scandinavia is more 

than 67% across all markets, it is presumed that consumers will conduct research on 

the go. 
 

Now that the underlying research intent of the consumers have been assessed, it is 

time to turn our attention to online purchasing behavior. In particular it is interesting to 

investigate the relative importance of smartphones as primary device for purchasing 

products and services online. The goal is to find the relationship of dependence 

between the age of the users and the primary usage of smartphones for online 

purchasing. The dependence relationship will be estimated by a calculation of the 

statistical binary regression, and presented as a correlation in present day, which 

should be an indicator for future trends. Hence, the question “which device do you 

prefer to use when purchasing a product (or service) online” was asked. The 

participants were given the option to choose one of the following: “desktop”, 

“smartphone”, “tablet” or “I have never purchased anything online”. As only one 

respondent replied with “I have never purchased anything online”, this sample was 

excluded. Since the main goal of this research is to find statistically significant insights 

for smartphones, the variable will be set as a binary variable defined as follows: 1 = 

Smartphone as primary device, 0 = Any other device as primary. 
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When the analysis was conducted there was decided on a predictive variable 

(constant), namely “smartphone”. As the analysis is based on the independent variable 

“age”, another 8 responses were excluded for statistical significance and the credibility 

of the analysis. Therefore it was decided to only consider the observations from 

participants under the age of 40 (constant deviation). All observations from respondents 

above the age of 40 would have made both the linear and logarithmic model 

insignificant. To show the observations as outliers please see the scatter plot graph in 

appendix 8. 
 

The new distribution of observations after the exclusion of the single observation who 

had never purchased anything online and the 8 responses that are deemed outliers, can 

therefore be seen below. 
   

 
Illustration 17: Descriptive Statistics 

 

First, it was essential to establish the correlation between age and smartphone as a 

main device for online purchasing. The Phi coefficient of the Pearson Correlation model 

was used to establish the degree of logistic dependence between the two variables. 0 

represents no correlation, +1 represents a positive correlation, and -1 represents a total 

negative correlation. The significance (bilateral) is used, which is the two-sided 

significance level, in contrasts to the null hypothesis, to test the probability of the 

extreme from the obtained results, when the null hypothesis is true. The calculation can 

be seen below. 
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Correlation 

 Age Smartphone 

Age younger than 40 

Pearson 

Correlation 
1 -.298** 

Sig. (bilateral)  .003 

N 94 94 

Smartphone main 
device 

Pearson 

Correlation 
-.298** 1 

Sig. (bilateral) .003  

N 94 94 

 

Illustration 18: Correlation Calculation 

 

From the calculations above it would seem that there is a negative correlation of -.298 

between age and smartphone as main device. 
 

To support the hypothesis above a linear regression analysis was compiled. The goal of 

the analysis was to find sign of the relationship between age and smartphone as main 

device versus other devices (i.e. desktop and tablet).  
 

   
Illustration 19: Linear Regression Analysis 
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To analyze the differences among the observed means and the associated variation the 

Analysis of Variance test (also known as the ANOVA test) is used. As it is far less 

conservative than the similar multiple two-sample t-test, the aim is to discard any false 

positives from the observations by expanding the testing of the hypothesis. 

  
Illustration 20: ANOVA TEST 

 

As it can be seen above, the ANOVA test proves that the linear regression is significant 

at a level of 0.003, and it can therefore be concluded that the variable “smartphone as 

main device” will be statistically valid when explaining the model.  
 

By applying a coefficients analysis, we can prove statistical significance in terms of the 

negative correlation between age and smartphone as main device. However, as the 

variables are binary in nature we will not be able to use the coefficients of a linear 

relationship (appendix 11). As such the first conclusion is that higher ages has less 

probability to use smartphones as the main device to purchase online.  
 

As the binary nature of the observations do not constitute for the simple coefficients 

test, a logistic binary regression model is utilized. In this model smartphone as main 

device will be treated as the dependent variable (since binary) and age will be treated 

as co-variable or explanatory (appendix 8). According to the calculations in this model, 

the forecasting will be 84% correct (or reliable). The model shows that forecasting is 

100% correct for all observations where smartphone is not the main device for 
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purchase. Hence when applying the model to the forecast of observations when 

smartphone is the main device for online purchases it struggles.  
 

As such multiple models are applied to assess the validity of the phenomenon. With the 

two R-squares in the logistic regression it can be proven that >0% of the dependent 

variable is explained by our independent variable. In this case Nagelkerke R-square 

result is a more explanatory model with 16.5% while R Square Cox & Snell shows our 

model explains only 9.6% of the dependent variable.  
 

 
 

Illustration 21: Variables & Overview 

 

With the use of multiple models and through the calculations it is proven that age does 

indeed have a negative logistic correlation with the chosen dependent variable. And as 

such the final model will be:  
 

P(DEVICE=Smartphone) = 1 / [1 +exp (53.655 – 0.227×AGE)] 
 

With this model we predict that the younger individuals prefer the use of a smartphone 

for online purchases. Combining these findings with the research behavior of the 

participants observed, the authors find that smartphones are the preferred device in 

terms of conducting research, as the users engage with their smartphones more than 

ever. The statistical analysis points to the fact, that even though the preferred device for 

online purchasing is currently desktops, there is a negative correlation between age and 

smartphone as preferred device. Since the model is statistically correct when estimating 

smartphone as preferred device, it can be concluded that for a population similar to our 
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sample, smartphone could become the preferred device for online purchasing behavior 

of the youngest population in the future. 

After conducting the primary empirical research on consumer behavior, key findings will 

be applied to the mental model with the underlying added stage of ZMOT to identify the 

potential implications and relative importance of the findings. An updated model can be 

reviewed below. 
 

 
Illustration 22: Empirical Findings Applied to ZMOT 

 

By applying the empirical findings to the mental model, it allows for clarity in terms of 

asserting relative importance of consumer behavior towards customer churn rates on 

digital advertising platforms. As has been stated in previous chapters, the authors find 

that consumer behavior is the primary driver for the demand side in the digital 

advertising ecosystem. As such these findings will be used in later chapters to comment 

and conclude on strategic recommendations for providers of digital advertising 

platforms. 
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4.4 Case study - Google AdWords 

In the following section a case study of Google’s digital advertising platform, Google 

AdWords, will be presented. The purpose of the case study is to obtain a deeper 

understanding of why many of Google’s AdWords SMB advertisers churn and thereby 

make it possible to provide strategic recommendations on how to reduce it.  

The Google AdWords platform was chosen as Google is the leading company on the 

global digital advertising stage (Web 45). According to Google’s annual report from 

2015 90% of their revenue was generated from advertising (Web 10).  

Another obvious reason for choosing Google for the case study choice is that Google’s 

AdWords platform allows an equal opportunity for advertisers to buy ads in all the 

aforementioned three key product areas, namely search, display, and video (Web 46). 

Before elaborating on Google’s digital advertising platform a brief company profile will 

be compiled as knowledge about the company’s history, their mission statement and 

culture of innovation can contribute to the efforts of answering the main research 

question.  
 

Google - A company profile 

 

Google was founded in 1998 by the two Stanford Ph.D. students Sergey Brin and Larry 

Page with a declared mission “to organize the world’s information and make it 

universally accessible and useful for everybody” (Web 47). In order to do so they 

designed a search engine that could crawl and index publically available websites on 

the internet (ibid.). This search engine created the foundation for what has become one 

of the world’s most valuable companies less than 20 years (Web 48).  
 

Google is widely recognized for being one of the most innovative companies in the 

world (Web 49).  

The main reason for this is the company’s famous culture of innovation and their 

“moonshot projects” such as their efforts to enable “self-driving cars” and connect 

otherwise deserted areas with low bandwidth internet through hot air balloons, the so 

called “Project Loon” (Web 50).  
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To get an understanding of how important innovation is to Google as a company, their 

discretionary spending needs to be addressed. Discretionary spending is an essential 

part of understanding the earnings quality of a company, as cutting down on 

discretionary spending leads to an increase in net income, while at the same time gives 

an indication of future hopes and big bets. In other words, this will give an indication of 

how important innovations are to Google. Discretionary spending is the costs accrued 

from “sales and marketing” and “research and development” (R&D), and is a common 

area for companies to effectively inflate earnings in the short run while neglecting the 

importance of investments in future operations. It should be mentioned that Google also 

use an additional line item in their annual reports for “Other Bets” which include costs 

and revenues from investments in non-core business activities. As the purpose is to 

estimate the future profitability of Google’s advertising business, this line item has been 

excluded from this analysis.  

According to Google’s 2015 10K report, investments in R&D were primarily to cover 

labor and facilities-related costs for employees responsible for existing and new 

products and services (Web 10). Analyzing the income statement the following 

becomes apparent when calculating the discretionary spending compared to net sales.  
 

 
Illustration 23: Google’s Discretionary Spending 

 

According to the analysis the discretionary spending compared to net sales has been 

steadily increasing over the past three years, proving a continuous strategy for investing 

in the long term business. R&D constitutes the vast majority of the discretionary spend 

(16.3% of revenue), while sales and marketing has a lower growth rate. This comes to 

show that Google makes significant R&D investments in areas of strategic focus, i.e. 
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mostly search and advertising. According to a study initiated by PWC, Google ranks 6th 

highest globally in terms of R&D spending (Abbott and Karakaya, 2011). According to 

Google’s 2015 10K, heavy investments are planned in the form of new data centers, 

real estate and facilities to enable the development of the information technology 

infrastructure (Web 10). 
 

As such Google’s corporate culture of fostering innovation and educating employees 

should be seen as their primary dynamic capabilities.  
     

Today, Google has a large portfolio of different products with more than 1 billion users 

(Web 51). Examples of these include the free of charge email client Gmail, Google 

Maps, Android and the world’s most popular web browser, Chrome (Web 52).  

The reason that Google is able to offer most of these products for free, and more 

importantly invest so heavily in research and development, is their hugely successful 

self-service digital advertising platform, Google AdWords, which was launched in 2000 

(Web 53). Google’s revenue from digital advertising reached a stunning 67.39 billion 

dollars globally in 2015 (Web 54).  
 

The following section will elaborate on Google’s AdWords platform and their closely 

related web analytics tool: Google Analytics.  
 

Google AdWords  
 

Google AdWords is a self-service digital advertising platform that enables all types of 

advertisers to connect with potential customers online (Web 55).  

In the very beginning the platform only allowed advertisers to show text ads in the 

search results, but over the years the ability to serve ads on Google’s display network 

and on YouTube was integrated into the AdWords platform as well (ibid.).  
 

The AdWords platform is centered around an auction bidding system where advertisers 

can target and bid on for example keywords, geographical location or similar in order to 

have their ad shown to potential customers (ibid.). Due to the nature of the auction 
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system, the CPC an advertiser will pay to have their ad shown will vary depending on 

the level of competition in the auction (ibid.).  
 

On Google Search the advertiser can target users what visits Google.com and search 

for specific keywords. Based on their keyword an advertiser can participate in the 

aforementioned auction and compete with other advertiser to have their ad shown to the 

user. It is important to keep in mind that the amount of advertisers that compete in the 

auction takes multiple factors which includes, but are not limited to, budget, location of 

the user and device type (ibid.).  
 

Google’s Display network covers more than 90% of internet users worldwide and 

therefore offers a great opportunity for advertisers to display their products or services 

via image ads to potential customers (Web 56). Advertisers can through Google 

AdWords target potential customers based on for example their interest, the topics of 

the website they visit (e.g. sports or business) or based on their previous behavior on 

the advertiser’s own website. The latter is referred to as remarketing (or retargeting) and 

is one of the most popular features available to advertisers on the AdWords platform as 

it enables them to target customers with more relevant ads based on their intent and 

behavior.  

Similar targeting options are available to an advertiser in relation to video ads on 

YouTube (Web 57). The most popular ad format on YouTube is the so called 

“TrueView” ads which are shown before a given video a user tries to watch. It is 

important to mention that to ensure a higher user experience on the platform, these ads 

can be skipped after 5 seconds, without accruing any cost for the advertiser (Web 58).  

The platform storage of content also enables the advertisers to close loop their video 

efforts and create information hubs for their customers. More advanced advertising 

options on YouTube include mastheads and reserved-buy where the ads cannot be 

skipped until they are completed (Web 59).  

The many different formats and the growth in digital video consumption in general are 

some of the key drivers for the massive shift in ad spend from traditional TV to digital 

video platforms (Web 60).  
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For an advertiser one of the biggest benefits of using Google AdWords is that they will 

only pay when a customer actually clicks on their ad regardless of where it is shown. 

This model is unique compared to other advertising types where advertisers typically 

pay a set fee in advance regardless of performance. Moreover, there are no binding 

period or any other fees related to using the platform (ibid.).  

When Google celebrated AdWords’ 15-year birthday in 2015 the company claimed that 

more than 1 million advertisers were using the platform globally (Web 61).  
 

Google Analytics 

As section 4.2 about the digital advertising ecosystem described web analytics tools are 

absolutely key for advertisers, as it enables them to track and analyze the performance 

of their campaigns and the customers behavior and movement patterns on their own 

website (Web 62).  

Google Analytics is a free web analytics tool offered by Google to all website owners 

(ibid.). The standard version of Google analytics is the most popular web analytics tools 

available and it is used by over 50% of the top 10.000 websites in the world (Web 63).  

It is essential to mention that Google also offers an enterprise version of Analytics, 

called “Analytics 360”, which is designed for their largest advertisers (Web 64).  
 

For most AdWords advertisers Google Analytics is a vital part of their digital advertising 

setup as the two platforms are deeply integrated (Web 65). The data in the AdWords 

interface is only related to the performance of the search, display or video campaigns 

managed from the platform. However, when linking the two platforms together, the data 

from AdWords will be imported into Google Analytics. This enables advertisers to 

analyze the performance of their paid search campaigns and compare them to other 

sources such as referral or direct traffic, which is also tracked in Google Analytics. 

Advertisers also have the opportunity to track and analyze all traffic to and behavior on 

their website and utilize this data to optimize performance. They can track how the 

customers are getting to their website, how the average time on the page is, the 

geographical location of the user, which device they are using and how many 
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conversions that comes from each traffic source (Web 62). Moreover advertisers track 

how many of the customers adds a product to their basket or how many leaves the 

website during certain points of the checkout process. All these types of insights are key 

for advertisers to understand, so that they can optimize their website and campaigns to 

increase performance (ibid.). As stated by Dahlström et al. (2014) the ability to analyze 

online data is a huge challenge for many marketeers and an area of expertise that 

requires massive improvement.  
 

As Google’s key digital advertising products has now been discussed it is possible to 

continue to the case study. 
 

Stakeholder mapping 

 

Based on the analysis of the digital advertising ecosystem the following section will map 

Google’s key stakeholders. The purpose is to identify which stakeholders are key in 

relation to the task of reducing churn on Google’s digital advertising platform, AdWords.  

The analysis uncovered multiple players in the ecosystem, however, not all of them are 

essential in regards to reducing churn and therefore focus will solely be on the primary 

stakeholders.  
 

The first key and most important stakeholder are the Google AdWords customers (i.e. 

advertisers). For Google the advertisers are the most important stakeholder to engage 

with in order to reduce churn, as they are the actual users of their platform.  

Secondly, Google’s employees are of great importance. For example Google’s 

customer support are vital in regards to helping and consulting advertisers to make 

them understand and manage their campaigns efficiently on the AdWords platform 

(Web 66). In addition to this Google’s Advertiser Community is also considered as a 

primary stakeholder group, as they can help contribute to the education of advertisers at 

scale (Web 67). The publishers (i.e. suppliers) are also relevant as their ability to deliver 

quality content and inventory are key to ensure a higher return on investment for 

advertisers. 
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The last, but very important, stakeholder is the digital advertising agencies. As 

described earlier, they are paramount to the success of advertisers (i.e. AdWords 

customers). Despite the fact that Freeman (2009) does not include partners (i.e. 

agencies) in the framework, it is argued that they agencies should be considered and 

categorized as a primary stakeholder for Google. 
 

All primary stakeholders described are illustrated in an updated stakeholder diagram for 

Google (appendix 12). With Google’s key stakeholders identified the empirical findings 

will be presented in the following section. 
 

Empirical findings 

 

As initially mentioned the purpose of this brief case study is to identify the reason(s) why 

SMB advertisers using Google’s AdWords platform churn and determine how Google 

can minimize churn rates going forward.  

According to Google’s Joe DeMike almost half of their SMB customers churn within 3 

months after opening a Google AdWords account (Web 9). It is imperative to mention 

that Google’s own research revealed that one of the main reasons that customers 

churned was the lack of perceived return on investment (Web 68)  

Despite Google’s massive success in recent years the high churn rate among AdWords 

customers is a concern, as it negatively impacts their performance. According to 

Google’s latest annual report 90% of their revenue is generated through advertising 

(Web 10). Therefore, Google’s long term success and performance will be heavily 

influenced by their ability to reduce churn amongst their SMB AdWords customers.  
 

In order to obtain a comprehensive understanding of why Google AdWords advertisers 

churn, three expert interviews with multiple digital marketing specialists from the 

agencies in Denmark and Sweden were conducted (appendices 5-7). It is imperative to 

mention that the interviewees were not informed about what the overall purpose of the 

interviews were in order to avoid any bias of their answers. Moreover the findings will be 

discussed and compared against the existing academic literature. 
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The goal of this section is to analyze the potential churn events and drivers for 

customers using the Google AdWords platform. The analysis is built on the primary 

empirical data collected through expert interviews with agency partners. The reason for 

choosing agency partners when conducting the interviews was that they should be seen 

as platform specialists and are in contact with end customers on a daily basis. This 

implies that they have the best understanding of the advertisers and the challenges they 

encounter using the platform. They will be able to give valuable insights into customer 

frustrations whilst commenting on their past experiences working with a wide array of 

advertisers.  

Before conducting the analysis a short introduction of the interviewees are appropriate.  
 

The first interviewee was managing partner and co-founder of the online agency 

Upjective Digital, Anton Hoelstad Knoblauch.  

Anton has been working within the digital advertising ecosystem for more than 6 years. 

Upjective Digital is a relatively young agency with 15 clients in total, with a combined 

yearly online ad spend of approximately DKK 100 million (appendix 5). Some of their 

major clients include, Magasin, Børsen, Autobutler.dk, and Hungry.dk. Upjective Digital 

are currently only active in the Danish market, with plans of expanding to Sweden and 

Norway within the next year. 
 

The second expert interviewed was Andreas Boman, account manager from Criteo. 

Andreas has worked with digital marketing for 2,5 years, almost 2 years for Google at 

their EMEA headquarters in Dublin, Ireland and 7 months with Criteo in Stockholm, 

Sweden (appendix 6). With more than 2000 employees, Criteo is one of the world’s 

largest agency/platform providers within retargeting online advertising. In 2015 their 

platform served more than 710 billion ads.  
 

The third and final expert interview was conducted with Thomas Edvardsen, Head of 

client development in Europe for the digital agency Finch. Like Andreas, Thomas has a 

professional history working for Google in the EMEA headquarters in Dublin, Ireland. 

Thomas has worked within digital marketing for 3,5 years (Appendix 7). Finch is a global 
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online advertising agency with approximately 300 medium sized clients worldwide. Their 

core focus is on programmatic advertising and as such their goal is to know the profit of 

the next click before an advertiser buys it. 
 

After conducting the three interviews, three key areas of concern amongst the experts 

were identified, namely measuring ROI, the increased importance of mobile, and 

education and digital marketing skills of advertising professionals. These three concerns 

will be analyzed and discussed in this section. For the reader’s convenience full 

transcripts of each of the interviews can be found in appendices 5-7.  
 

Measuring ROI 
 

All three of the experts expressed a concern towards the increased complexity in the 

digital advertising industry and the implications of this in terms of allowing customers to 

measure a precise return on their investments. According to Thomas, “there is certainly 

also a category of customers that simply don't know if they are making money on their 

online advertising” (appendix 7). He elaborates on this statement as he explains how 

certain advertisers invest in online advertising out of sheer fear for missing out, but are 

unable to measure performance appropriately. Anton agrees with this opinion as he 

states “there is a lot of advertisers who rely on certain metrics to measure performance, 

that are not really providing the full picture” (appendix 5).  
 

However, when asked about the key differences between using Google AdWords and 

other digital advertising platforms they both mentioned the ability to measure everything. 

Thomas states, “it is such a good thing that everything is so incredibly measurable, it is 

certainly not the case out there for all advertising channels. With AdWords you know 

they don't do a few tricks with the attribution modelling and so AdWords is incredible fair 

in terms of how the outcome is measured” (appendix 7). Anton explained this 

phenomenon with an example in which he compared a highway billboard campaign to 

an AdWords campaign. “It is almost impossible to measure your offline (marketing) 

success with a 100% accuracy. AdWords and Google Analytics, on the other hand have 



 95 

so many insights to offer” (appendix 5). He further mentioned that “I love selling this 

product, simply because I can with 100% confidence show a client that my efforts 

worked, that way I don’t have to engage in a poorly argued conversation on whether the 

highway billboard ad resulted in any sales” (ibid.).  
 

From the statements above it becomes clear that there is definitely a possible churn 

event associated with customers, i.e. advertisers, not being able to measure their return 

on their advertising investments. It seems that a lot of frustration occurs as advertisers 

unsuccessfully try to integrate offline measurement with the online platforms. This is, 

however, like comparing apples to oranges. As the success of offline efforts and key 

performance indicators are often times rooted in either stock inventory turnover or in 

store foot traffic, it makes no sense applying these measures to consumer behavior and 

interactions with a website (Dahlström et al., 2014). As such there seems to be a clear 

gap in terms of adequately measuring the online advertising return on investment 

compared to offline. In other words, it seems that many advertisers and businesses are 

measuring the success of their advertising in the digital era on the same premise as 

prior to it.    
 

Increased importance of mobile 

 

When the experts were asked about the consumer behavior in both the online research 

and purchasing phase, all three independently of each other mentioned mobile as the 

most important factor. Thomas mentions from his observations in Finch, “we’ve already 

seen a situation in most countries around the world where the amount of mobile traffic 

has outgrown desktop traffic” (appendix 7). Andreas highlights “mobile, definitely”, 

“almost all initial interest in a product is initiated through a mobile device” (appendix 6). 

Anton on the other hand is a bit more hesitant in terms of the actual present day 

surpass of mobile versus desktop as he believes, “we are at a pivot right now” (referring 

to the dominant device usage, smartphone over desktop) (appendix 5). However, he 

elaborates “I believe in the near future all mobile information and research queries will 

surpass desktop queries” (ibid.). From these answers it is apparent that agencies 
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working with multiple customers across industry verticals confirms the previously 

discovered shift in consumer behavior from desktop to mobile.  
 

With this shift they foresee certain challenges emerging, some of which have already 

become apparent. The current situation amongst advertisers are seen as being a “catch 

up game” (appendix 7), in which advertisers try to improve their mobile assets, i.e. 

mobile websites. As Anton puts it, “if you are going to purchase a product on a mobile 

device, you have to feel pretty damn safe and secure” (appendix 5). As such it seems 

that advertisers are in need of guidance towards the customer’s mobile experience on 

their site. This, however means that they need to efficiently focus their efforts towards 

the most important mobile improvements first, which is “super hard” according to 

Andreas (appendix 6).  
 

It is evident that the most urgent issues in regards to mobile ultimately ties back to the 

aforementioned measurement of ROI. Thomas elaborates on the importance of mobile 

in the future from the perspective of his customers as follows, “I think a lot of our clients 

understand that mobile is important in the future, so it is not necessarily a bad thing, 

they are just focused on making sure that they are getting something out of it 

essentially” (appendix 7). This aligns with the observations from the previous analysis of 

the added complexity within the ecosystem, where the advertisers are struggling to 

efficiently manage the constant added complexity of the platforms and ecosystem to 

their digital marketing efforts. 
 

Education and digital marketing skills of advertising professionals 

 

Throughout the interviews it became evident that all three participants emphasized the 

importance of educating marketers and advertising professionals (appendix 5-7).  

Their jobs are often made even harder as they need to constantly educate their 

customers (i.e. advertisers) in digital advertising. This can sometimes be perceived as 

slightly biased by the advertisers, as they suspect that the agencies will focus on areas 

of improvement that benefits the agency itself rather than the advertisers.  
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Thomas mentions “education is a really big thing that we spend a lot of time on and it is 

both because when we are talking about fixing, you know, all of these complex things 

that we just talked about it typically takes a little bit of resources from the client and 

before they dedicate those resources they have to understand why they are doing it and 

why their might be a superior return on investment from their online advertising as a 

consequence of doing it and they have to understand what is happening, so to make all 

of this work and to ensure that all of this happens, education is completely central and 

has to happen before we even start doing this” (appendix 7). Anton points to the fact 

that something as simple as the value of an individual product compared to the cost 

associated with advertising for that product compared to other products are often times 

really difficult to explain to advertisers. As he states, “if you (advertiser) are an 

independent bike shop, there is a considerable difference between whether you sell a 

bike for DKK 50.000 or a pair of biking gloves for DKK 42. A lot of our customer does 

not understand this so we try to educate our customers on the relative approximation of 

sales relative to their advertising investments (return on ad spend)” (appendix 5).  
 

With the insights from the analysis above, it has become apparent that the primary 

driver for customers churning on the Google AdWords platform arise from a knowledge 

gap on the customer side. The knowledge gap is visible in terms of measuring return on 

investment, efficiently utilizing the opportunities of mobile along with a lacking 

understanding of digital advertising in general.  
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5.0 Strategic Recommendations  
Based on the findings from the preceding analysis, it is now possible to provide high 

level strategic recommendations on how Google can reduce the churn rate amongst 

their SMB AdWords customers in Scandinavia.  
 

As concluded one of the reasons why AdWords customers churn is their lacking ability 

to measure and understand return on investment (ROI). Therefore, it is recommended 

that Google focus on improving their AdWords customers ability to measure and 

understand the performance of their campaigns. This could be done by providing 

trainings to customers on how to measure digital marketing efforts including aspects 

such as the key concepts, technical setup and which KPIs to focus on. 
 

Secondly, they should turn their attention to help their AdWords customers reap the 

benefits of the change in consumer behavior and the increase in mobile usage.  

This could be done by providing best practice guidance on how to design mobile 

specific campaigns and how to optimize their mobile assets (i.e. website) for better 

performance. Moreover, it is also recommended that they focus on providing the 

AdWords customers with strategic advice on how to cope with the change in consumer 

behavior and hence adapt their strategies to obtain a competitive advantage which 

again is a the possibility to increase return on investment.  
 

In terms of education Google should focus on both the AdWords platform and on digital 

advertising in general. They should focus on especially three of their key stakeholder 

groups, namely the advertisers, the agencies and the publishers. The reason for this is 

that the knowledge amongst all three stakeholder groups play an important role in terms 

of reducing churn. Advertisers and agencies due to their direct links to AdWords as a 

platform and publishers in terms of their ability to effectively optimize their inventory to 

mobile.  

This need for education is closely related to the aforementioned challenges in terms of 

measuring return on investment and understanding mobile and the change in consumer 
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behavior. Therefore, educating the key stakeholders is considered to be the key focus 

area for Google, and other providers of digital advertising platforms, to reduce churn 

amongst their SMB customers in Scandinavia. 
 

To illustrate this and to scale it to other digital advertising platforms, we have built the 

following model.  
 

 
 

Illustration 24: The Digital Advertising Platform Churn Reduction Model (DAPCR Model) 

 

The DAPCR model is based on the findings from the mapping of the digital advertising 

ecosystem. The three key stakeholders, advertisers, publishers and agencies, are 

placed in a triangular position to illustrate that relative importance of each. For some 

platform providers, one or more of these might be more important than the others, but it 

is important to encompass all three. On the right hand side the digital advertising 

platforms are visible. As Google has been the primary focus in this thesis, Google and 

it’s connection to the rest of the elements will be briefly explained in the following.  
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The three key product areas - search, display and video - are placed in the middle of the 

model. For Google these include Google Search, the Google Display Network and 

YouTube, respectively. The publishers are linked to display as they control the quality of 

the inventory produced to serve on the display network. The agencies, on the other 

hand, are linked to each of the three product areas, as they can consult their customers 

on all three. To include the strong link between advertisers and the digital advertising 

platform, two more extensive relations have been created. The arrows added within 

these are to show the important direct mutual relationship between them. From our 

analysis we have found that consumer behavior, enabled by consumer technology, 

drives many of the changes within the ecosystem. Therefore, the consumer behavior 

can be seen as something that all stakeholders and even the product areas are 

ultimately driven by. It is hence important for all elements within the model to be 

adaptable to the change in consumer behavior. The final elements within the model are 

the black arrows highlighted with symbol for education. As described previously the key 

to diminish churn is to educate the three stakeholder groups on mobile assets and 

mobile consumer behavior, measurement and understanding of return on investment, 

and finally on general trends within digital advertising. 
 

The model is thought to be very dynamic as it is shaped by consumer behavior and the 

exponential advancements in technology. Therefore, the educational arrows should be 

seen as a guidance rather than fixed, as the market demand may shift in the future and 

the educational efforts by the platform providers are ultimately based on their dynamic 

capabilities. 
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6.0 Conclusion 
In the following, the findings and the purpose of the thesis will be concluded upon. It will 

be explained how the methodological and theoretical frameworks were utilized to 

answer the research question at hand.  

The purpose of this thesis has been to answer the following research question: 
 

How can providers of digital advertising platforms reduce churn? 

 

The relevance, urgency and imperative need to answer this research question sprung 

from Google employee Joe DeMike’s statement that almost half of their SMB customers 

churn within 3 months after opening a Google AdWords account (Web 9). This present 

a serious treat as 90% of Google’s revenue is generated from digital advertising.   
 

To centralize the research efforts, the research scope was delimited to the SMB 

customer segment in Scandinavia. Scandinavia was chosen as the online penetration in 

these markets are amongst the highest in the world (Denmark 90%, Sweden 93%, 

Norway 94%, and Finland 88%). Furthermore, each of the markets are seen as first 

movers due to dominant mobile penetration and usage. 
 

To ensure the credibility of the research conducted, social media platforms, such as 

Facebook and Twitter, together with email and offline marketing were excluded from the 

analysis.  
 

The research approach included a comprehensive literature review of historical 

marketing theory. This, to give readers unfamiliar with marketing an overview of the 

evolution hereof. It became clear from the review, that digital era has changed 

conventional business models and marketing paradigms as businesses have adapted to 

the technology in the twenty first century. It also became apparent that there was a 

large gap in existing literature on the perspective and importance of the digital 

advertising platforms and their ability to diminish customer churn. This further 

emphasized the importance of this thesis as it can be seen as new literature. 



 102 

It became apparent that modern day advertising is dominated by an emphasis on the 

psychological determinants for mass marketing towards consumers. As such the 

consumer behavior in Scandinavia was analyzed through a survey. The analysis was 

built on the mental model of ZMOT to encompass the digital era. From the collection 

and analysis of empirical data it was found that there is a future dominant trend towards 

mobile as the primary device amongst consumers for conducting online research. 

Furthermore, the model P(DEVICE=Smartphone) = 1 / [1 +exp (53.655 – 0.227×AGE)] 

was established to predict that younger individuals prefer the use of a smartphone for 

online purchases relative to older individuals. 
 

By investigating historical churn management theory from similar industries such as 

telecommunications and other service providers, it was found that the bundling of 

multiple products have historically reduced churn. Pointing to the fact that the higher the 

advertisers overall advertising efforts are on a certain advertising platform, the lower the 

probability of churn. It was established that an advertiser is churned if none of their 

advertising campaigns have shown any advertisement for more than 181 consecutive 

days on the last date of s in year y + 1 (Yoon et al., 2009). 
 

After obtaining these insights the authors unsuccessfully tried to map the competitive 

landscape by utilizing Porter’s (2008) Five Forces. The goal was to clarify where the 

digital advertising platforms should focus their efforts to reduce churn. Unfortunately, the 

somewhat static nature of the framework did not allow for a comprehensive 

understanding of the highly complex industry. The approach was therefore to analyze 

underlying digital advertising ecosystem based on the three key product areas: search, 

display and video. This mapping brought new insights into the interconnected 

relationships across the supplier and demand side within the ecosystem, something 

which no existing academic literature has done to this date. In this process it became 

evident that all three product areas had overlapping relationships. To understand the 

most important stakeholders, stakeholder management theory was utilized and three 

key stakeholders were identified, namely the advertisers, publishers and agencies.  
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With the findings to this point a case study on Google and it’s online advertising platform 

Google AdWords was initiated. As one of the key stakeholders in the ecosystem had 

been identified as the agencies, interviews conducted with 3 agency experts were 

utilized to uncover potential drivers for churn on the AdWords platform.  

From these it became apparent that the most obvious reasons for churn of advertisers 

are, the “inability to appropriately measure and understand return on investment”, 

“understanding the mobile implication on shift in consumer behavior and the importance 

of optimizing their mobile assets for better performance”, and lastly “a lack of knowledge 

about digital advertising in general”. 
 

From the case study research the authors were able to understand and narrow down 

the key focus areas, i.e. ROI, mobile and lack of digital advertising knowledge. 

Therefore, providers of digital advertising platforms should focus on educating all key 

stakeholders on these three areas to reduce churn by utilizing their dynamic 

capabilities.  
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7.0 Future Research  
The following section will provide suggestions on future research related to the topics of 

the current thesis.  
 

The digital advertising industry is facing a new threat known as “ad blocking” (Web 69). 

Ad blocking is a technology (i.e. software) that blocks display and video ads on 

websites, in browsers and on various streaming services such as Vimeo and Youtube 

(Web 70).  
 

According to Adobe 198 million people globally have already installed ad blocking 

software which caused an estimated 21.8 billion dollars worth of ad revenue being 

blocked in 2015. In Scandinavia 36% of all consumers have already installed ad 

blocking software on one or more of their devices (Web 71). This number is even higher 

in the younger segments where 54% of all consumers between 15 and 25 are using ad 

blocking software (ibid.).  
 

Ad blocking poses an enormous threat to the balance of the digital advertising 

ecosystem and the future survival of many of the key players (Web 69).  

Publishers will not be able to monetize the content of their website through ads and the 

opportunities for advertisers to connect with new customers online will be drastically 

reduced and at the same time negatively affect their ability to grow their business (ibid.). 

Moreover, providers of digital advertising platforms are expected to suffer as well due to 

the fact that their advertisers will not be able to spend the same amount on display and 

video advertising as a result of the decreasing amount of impressions. Consequently, 

changing the internet as we know it today.  
 

It would therefore be interesting to analyze the impact on future churn rates for 

providers of digital advertising platforms as a result of ad blocking, as it can be argued 

that a potential churn event will occur if advertisers will no longer be able to reach 

profitable customers.  
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Appendix 2: Mobile Phone Internet User Penetration 
 

 
  



 119 

Appendix 3: Research Onion 

 
Source: Saunders et al. (2009: 108) 
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Appendix 4: Media Ad Spend in Scandinavia 
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Appendix 5: Expert Interview 1 
 
Transcript of Expert Interview with Anton Hoelstad Knoblauch, Managing Partner 

of Upjective Digital 

Language: Danish 

Peter (Interviewer): 

Expert interview 13th of April will be conducted by Peter (P) and the interviewee is 

Anton (A). The interview, 30 minutes, semi-structured open ended on tendencies on 

digital marketing. This interview will be conducted in Danish. 

 
Peter (P): Godt, Anton er du sød og om man så må sige give mig dit fulde navn:  

Anton (A): Ja, jeg hedder Anton Hoelstad Knoblauch og er 26 år gammel. 

P: Tak for det. Og hvad er din nuværende rolle? 

A: Jeg er Managing Director i Upjective Digital, som er min egen virksomhed. 

P: Alle tiders. For en god ordens skyld, så vil jeg bare spørge dig, at du selvfølgelig har 

mulighed for, at alle de svar, som du giver i dag bliver 100% anonymiseret. Dvs. at jeg 

ville kunne skrive at du kommer fra en vis virksomhed af en vis størrelse og at du har så 

og så mange års erfaring. Er det noget, som du er interesseret i? 

A: Nej det er fint! 

P: Du foretrækker at være anonym? Det er i orden. Det fortsætter vi med. Tak fordi du 

gider give dig tid til at være med. Godt, til lige at komme i gang, et meget åbent 

spørgsmål, bare lige for at varme tid lidt op her en gang, hvor mange klienter vil du sige, 

at cirka har, jeg skal bare bruge et cirka tal - det behøver ikke at være præcist? 

A: 10-15 stykker 
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P: 10-15 stykker? Godt, og holistisk set, hvad vil du sige at omsætningen er for din 

nuværende virksomhed? 

A: Godt spørgsmål. Nogle 100 millioner, det bliver det vel nemt. Altså, snakker vi kun 

AdWords? Eller snakker vi generelt? 

P: Vi snakker helt generelt for din virksomhed? 

A: Nå for min virksomhed? Ikke for kundernes virksomhed. 

P: Nej, for din virksomhed. 

A: Der snakker vi 4-5 millioner. 

P: Godt, men jeg kan så forstå, at din kundebase er ca. 100. millioner danske kroner? 

A: Ja, det vil jeg skyde på, ja. 

P: Alle tiders, tak for det. Og hvad er din drømme på et tidspunkt? Nu siger du 4-5 

millioner?  

A: Jamen vi skulle gerne en del højere op ikke. Vi vil gerne have Danmarks bedste 

bureau i forhold til PPC, AdWords, og kunne da bestemt godt tænke mig, at vi var 40 

mand plus hvis ikke 100 og ja, også gerne nogle 100 millioner til mig selv, hvis det 

skulle være. Haha. Det kunne da være skønt.  

P: Det kan jeg godt forstå. Hvor mange ansatte har du på nuværende tidspunkt? 

A: Øhh.. Dansk eller international regi? 

P: Jamen, lad os tage i helhed. 

A: 9 mand totalt. 

P: 9 mand totalt? Fuldtids ansatte? 

A: Ja, alle sammen. 

P: Inklusiv dig selv? 
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A: Ja, inklusiv mig selv. 

P: Alletiders: Hvor lang tid har tid du været i gang med din forretning? 

A: I gang med forretningen siden marts sidste år? 

P: Der blev den stiftet? 

A: Yes 

P: Alle tiders. Godt, der er sådan at jeg er i gang med at skrive mit speciale sammen 

med min skrivekammerat der hedder Daniel, han er i Dublin desværre lige nu, så derfor 

er det mig, der foretager det her interview. I det interview her har jeg lavet 9 meget 

overordnede spørgsmål, men naturen af det interview meget åbent, så hvis du føler, at 

der du gerne vil uddybe eller have uddybet fra min side eller på nogen måde har nogle 

kommentarer til, så skal du føle dig helt fri til besvare det, som du ønsker det. Der er 

ikke noget rigtigt eller forkert svar her, jeg leder bare efter dine, dine privat personlig 

holdning til de ember, som disse spørgsmål her de berører 

A: Ja 

P: Godt, mit første spørgsmål, Anton, det er dybest set hvad ser du som værende den 

største gevinst for kunder, det kan være annoncører, det kan også være interessenter, 

der bruger AdWords sammenlignet med andre digital annonceringsplatforme? 

A: Sammenliget med andre digitale annonceringsplatforme? 

A: Jeg ser en kæmpe fordel i, at i hvertfald specifikke søgeord, hvor man er, man sidder 

klar med kreditkortet på bordet, det er det, som jeg plejer at sige til kunder, at hvis du 

kan fange dine kunder i det tidsrum hvor de har lavet deres informationssøgning, og, de 

har taget kreditkortet op ad lommen, og de skal bare finde stedet, hvor de skal købe de 

her kontaktlinser eller hvad de nu er de leder efter, så er det det mest geniale medie i 
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verden. Og jeg elsker konceptet i, at det instant knowledge basically, at du ved med det 

samme om du har haft succes eller ej, stort set. 

P: Ja, det føler du er, er i større grad på AdWords end på andre digitale platforme, du 

behøver ikke nævne nogen? Men.. 

A: Altså, hvis du tager, ja klart. Du du, du er i en helt anden fase, når du sidder på en 

søgemaskine. Og i hvertfald med nogen søgninger er det meget specifikt at du vil 

ramme, når de er klar til blive kunder og ikke når de er i gang med at finde ud af hvilke 

par busker, som de skal købe eller hvad de nu leder efter. 

P: Ja, nu er AdWords jo meget mere end bare en søgemaskine kan man sige. Der er jo 

også en meget stor brandingværdi i forhold til både et display netværk og YouTube som 

platform. Er det noget, som du har nogen holding til? 

A: Jeg vil sige, det er ikke noget jeg anbefaler ret mange, for at være ærlig. Øh. Når en 

kunde hos os spørger om vi kan supportere en TV kampagne, med noget YouTube 

annoncering, så siger vi altid med forbehold at de får 0 kroner tilbage i kassen, stort set. 

Så det er i hvertfald, man skal være bevidst på at det er brandingværdi og det er 

vanvittigt forskelligt hvordan man har det med det som kunde, ja, det er få tilfælde, hvor 

jeg selv vil bruge mange penge på det, så det er ikke noget, som jeg anbefaler ret 

meget. 

P: Okay, det synes jeg er super spændende og det lyder faktisk ret naturligt op til næste 

spørgsmål faktisk. Fordi du arbejder jo meget, meget tæt med dine direkte kunder til 

hverdag. Så hvad ser du umiddelbart som værende de features, i AdWords, dine 

kunder, hvad sætter de så pris på? 

A: Haha. Godt spørgsmål: Sætter størst pris? Hvad tænker du? Sådan nede i materien? 
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P: Jeg tænker mere generelt. Nu sagde du selv det her med, at de har kreditkortet klar 

og fremme? Og man er klar til at betale for det man dybest set får. Hvis du skulle set i 

relation til dine kunder uden at blive specifik omkring det, kan du så måske se, hvad 

man man sige nogle faste fordele, som de ser ved AdWords? 

A: Jeg tror, at jeg vil gå tilbage til den her, mere eller mindre instant response, hvis du 

vil kan performe, så du stort set med det samme, men hvis du ikke kan finde ud af dit 

arbejde, så kan de meget hurtigt slå mig oven i hovedet og sige det er simpelthen bare 

ikke godt nok agtig. Altså, du kan altid sammenligne med et andet tidsrum eller en 

lignende kampagne eller hvad fanden det nu er, der bliver kørt. Det er nok det, at jeg 

tror, at de sætter mest pris på, at det er meget hurtigt at vurdere, om det er en succes 

eller ej. 

P: Ja, og når du siger, at det er en anden kampagne? Tænker du så må en anden 

AdWords kampagner på andre medier? 

A: Ja, jeg tænker faktisk på, hvis du kører et udsalg eller en art. Hvis det nu er det, som 

det bliver målt imod. Sommerudsalg? Så skal man ikke sammenligne med om det var 

sidste, men sidste sommer udsalg eller et lignende udsalg, det var mere det, jeg mente. 

P: Okay, alle tiders. Fedt, og igen. Det er sjovt som de her spørgsmål bare falder helt 

naturligt. Når du snakker med dine kunder generelt, de annoncører som du i 

virkeligheden taler med, som er "end client" for den platform her, hvad er det er så det 

vigtigste metric, om man så må sige, den måde de vurderer success på? 

A: Årh, det er så forskelligt. Det er vanvittigt forskelligt. Der er rigtig mange, som bruger 

en metric, som jeg ikke synes er korrekt. F.eks. CPO eller CPA alt afhængig af hvilken 

type kunde det er. 
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P: Har lyst til måske lige at uddybe hvad det er? 

A: Altså hvad CPA eller CPO er? 

P: Ja, tak. 

A: En CPA og en CPO er en pris per salg eller ordrer. Og det er som er manglen ved at 

kigge på den type opgaver er, at hvis du har flere varer i dit varesortiment, så er det 

meget stor forskel på, hvad du vil betale for en ordre eller en kunde. Hvis du er en 

cykelbutik, så er det lidt forskel på, om du sælger en racercykel til 50.000 eller om du 

sælger et par cykelhandsker til 42 kr. Det er der rigtig mange, som ikke har forstået det 

game og vi prøver at opdrage kunder til at kigge på sådan noget som ROAS, altså 

return on ad spend, hvis du bruger 1 krone på annonce, hvor mange kroner får du 

tilbage? Eller Cost of Sale? Hvor mange % af de salg kan du betale? Eller direkte ROI, 

hvis det er det, som giver mening. Der er nogle steder, hvis det er fuldstændig totalt 

ensformet produkt du sælger, men der er rigtig mange andre steder, hvor det ikke giver 

mening. 

P: Kan du give et eksempel på et ensformet produkt? 

A: Øh, ja, hvis du sælger takeaway og en kunde og er en person og skal have leveret. 

P: Cool, spændende. Hvis, jeg skal prøve at gå lidt i dybden med det. Hvis de har en 

meget standardiseret, hvad er et succeskriterie er i forhold til deres ad spend, som du 

selv nævner, tror du så, at de har en overbevisning fra andre annonceringsplatforme de 

kører? Er der en sammenligningsværdi der i forhold til andre steder? 

A: Højst sandsynligt, som har lært det fra deres affiliate marketing. F.eks. hvis de har 

haft en aftale med et affiliate netværk, som tradedoubler, dvs. at de betaler per cpa, 
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fordi de kan ikke lave en ROAS beregning eller noget i den stil. Det kan sagtens være. 

Jeg kan ikke lige se, om jeg kan komme på andet. 

P: Måske lidt mere makro i virkeligheden? Kan du så se, nu ved jeg ikke lige, hvad din 

erfaring er, som sådan, men offline marketing, men kan du se en sammenhæng mellem 

hvad man sælger i butikken i forhold til hvad man bruger på en avis reklame eller 

annoncering online? Eller det ikke noget, som du har stiftet bekendtskab til?  

A: Altså, hvad du tænker i forhold vægten af, hvor man bruger penge, altså offline vs 

online? 

P: Jeg tænker på i forhold til hvordan man måler succesen af de forskellige? 

A: Forskellen for mig er meget tydelig, at du kan. Det er stort set umuligt at måle din 

offline success 100% korrekt, hvor digital har så mange detaljer, hvor mange sekunder 

var den her person på dit website, og det er det, som jeg elsker ved at sælge det her 

produkt, at jeg rent faktisk kan argumentere for, at det jeg har lavet virkede 100% 

korrekt og det skal ikke være en diskussion om at branding værdien var også rigtig god 

for den her billboard reklame jeg solgte på motorvej E20, så svaret er nok ja, tror jeg. 

Haha. 

P: Gør det dem mere kritisk i virkeligheden? 

A: Klart. 100%. Jeg vil sige, at et fag som vores her, hvor du kan måle sådan noget til 

mindste detalje, der skal du kunne dit game, og hvis du ikke kan det, så er der kontant 

afregning. Og det er jo, du kan enten love så meget, som du så ikke kan holde, eller du 

kan decideret underperforme. Og det er ligegyldigt hvad, så vil du miste en kunde. Der 

er ikke plads til at fejle, med mindre, at du lever et game hvor det hedder churn/burn, 
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hvor du får en kunde og så taber du en, men du har allerede fået to imens du tabte den 

første, så er det jo stadig sjovt. 

P: Perfekt, helt perfekt. Bare sådan lige highlighte, inden vi sådan går videre, at det jeg 

hører dig sige i hvertfald at det her med, at målingen af resultatet er relativ vigtigt, hvis 

ikke det vigtigste i virkeligheden, på den her platform? 

A: Ja. 

P: Godt, at var alt for nu, og så vender vi lige tilbage til det lidt senere måske. 

P: Fordi jeg har et andet spørgsmål til dig ift. om du mener, at det her med, at 

forbrugeren bruger og mere og mere en smartphone. Har det øge kompleksiteten i at 

måle for dig, er det noget, du ser? Dine kunder måske oplever?  

A: Ikke kompleksiteten i at måle ROI. Det synes jeg bestemt ikke, men, det er klart 

noget, som vi har i mente, når vi snakker med kunder, at det ligesom er kommet det her 

skifte i hvertfald i nogle brancher og for nogle kunder, at mængden af mobiltrafik 

overhaler resten og det betyder vanvittigt meget for hvordan deres website er sat op, og 

det er der den i dag stadig vanvittig mange, som der ikke styr på, at hastigheden er 

elendig og man også bare i forhold til selve mobiltrafikken, at det ikke er et responsivt 

site eller det er bare er decideret ubrugeligt på en telefon. Øh, jeg vil sige for os er ROI 

mæssigt i forhold til mobile, handler om meget om den her underopgave, hvor meget 

kan vi betale for at klik på mobile vs desktop og det er egentlig det, og om mængden at 

trafik er højere eller ej, det stadig den samme type beregning. 

P: Ok, så du føler ikke som sådan at det er noget, som man om man så må sige, et 

"hard sell" overfor dine kunder eller er det noget, som de er opmærksomme på? 
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A: Nogen er mere opmærksomme end andre. Jeg vil sige, for mange, for dem som er 

100% digital virksomheder, de er ligesom med på den del af gamet, men andre som har 

både mobil, øh sorry, en digital og en fysisk version af deres produkt, de er nok lidt 

længere bagefter generelt. Jeg vil sige, at det er ikke rigtig et argument, som jeg bruger 

i min hverdag, fordi det er kommer helt naturligt i vores måde at optimere på, at hvis 

mobile er x procent dårligere, men så også x procent billigere, så kan vi finde ud af, 

hvad et klik er værd på mobilen, slut prut, og så kører vi derfra. Så det er ikke fordi, at vi 

argumenterer sindsyg meget for det.  

P: Nej, spændende. Virkelig spændende. Cool. Øh, Næste spørgsmål, Anton. Og det 

her skal bare være din helt personlige holdning til det. Hvilket enhed anser du for at 

være den mest vigtige nu i forhold til research fasen i end clients purchase journey, som 

de gennemgår. Det er første spørgsmål. Og næst efter: Hvad tror du bliver det vigtigste 

fremadrettet?  

A: Snakket vi alle brancher? Hvad er snittet? Fordi jeg tror, at det er meget forskelligt.  

P: Det er helt åbent.  

A: Det er sindsygt svært, fordi vi ligger lige på sådan et tipping point lige nu, tror jeg. Jeg 

vil sige, at, at det sagtens kan både være desktop og det kunne være mobil, men som 

det er lige nu er det så tæt på, at jeg tror bliver fremtiden som er mobil til 

informationssøgningen, at jeg faktisk hellere bare vil sige mobil, fordi der vil være så et 

split, som er 47/50, men om måned kunne det se anderledes ud. For os, så kan vi 

meget tydeligt se, at altså, selve om du tager informationssøgningen eller om du tager 

alle besøgende med i betragtningen lige ved at være nået og for nogle brancher er det 
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sket og for andre lige før. Så jeg tror, at informationsøgningen er mest på mobil nu, hvis 

jeg skal gætte.  

P: Nu? Det sådan du ser det?  

A: Ja, og bestemt også i fremtiden.  

P: Og fremtiden også, super, alletiders. Hvis vi så vender lidt tilbage til, så var det her 

lidt et udstikker spørgsmål det her, for ligesom at få dig lidt off your game, men amen, 

hvad anser du for at være den største problematik eller challenge i forhold til at måle 

effekten af en investering i AdWords?  

A: Haha. Største problematik? Øh. Cross Channel er et kæmpe problem.  

P: Cross Channel, hvad mener du så med det?  

A: Så mener jeg, at hvis vi køber vi køber et klik i AdWords dag 1 og har en 30 dages 

cookies tid, så sådan at du kun kan måle, og det er så igen et problem, hvis du ikke 

tracker med AdWords, men med Analytics, lad os bare sige det. Hvis ud tracker med 

Analytics, og ikke AdWords, og en person har aldrig hørt om din virksomhed før, klikker 

på en AdWords annonce først, fordi de har kun søgt på det generiske term på dit 

produkt, klikker på din annonce, kigger på dit website og siger "jeg køber ikke lige i dag" 

i hvertfald og kommer tilbage igen 7 dage eller 32 dage efter, det er sådan set 

fuldstændig ligegyldigt, for konceptet, hvordan attribuerer så værdien til AdWords 

derfra? Fordi det var lige pludselig ikke en AdWords konvertering, det var en "direct" 

eller en Organic eller en Social, det er fuldstændig lige meget, men det AdWords klik 

som var det første tilgang til den bliver penge værd, og så kan du sige om det er 50% af 

salget eller 10% det er fuldstændig individuelt, men hvordan vurderer det overhovedet? 

Og hvordan får du det overhovedet attribueret til dine kampagner? Det har vi store 
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problemer med. Ikke fordi, at kunderne ikke forstår det, men hvordan vurderer du det? 

Hvordan viser du det? Hvordan har vi det med i beregningen, når vi får nogle mål? Skal 

vi så også se på Analytics og se hvor mange first clicks der blev til organisk, og ja, det 

er en stor udfordring.  

P: Det er et problem i virkeligheden?  

A: Klart - 100%  

P: Og det er på channel basis. Ser du den samme problematik i forhold til device?  

A: Ja, lidt, øh, det er jo kun målt, hvis de er logget ind på Google, så kan man rent 

faktisk følge dem i journeyen. Men hvis du kigger på din telefon eller arbejdscomputer, 

lad os bare sige, så er du ikke logget ind med den samme højest sandsynlig. Kigger på 

din arbejdscomputer hvor du vil købe det her par sko, går hjem og køber det 

derhjemmefra og du ved præcis hvilken webshop det er, så du søger ikke en gang efter 

det, du trykker bare, du bliver bare en "direct", det er også et kæmpe problem. Men, 

personligt for mig, så ser jeg channel som et større problem, for jeg tror der er flere, 

som, ja okay, hvordan fanden forklarer jeg den, der er flere, som informationssøger på 

det samme produkt og køber på det samme produkt, end folk som informationssøger på 

én enhed og så køber på en anden. 

P: Okay, ja, spændende. Okay. Og hvis vi skal putte det i sådanne laymen terms, og 

virkelig gå ned, så, og nu må du rette mig, hvis jeg tager fejl, men som jeg forstår det på 

dig, så er det i virkeligheden, det største problem er i hvertfald er, at hvis der går for 

lang tid og også hvis det er, at de skifter måske annonceringsplatform til en anden 

social platform til en direkte platform.  

A: Det kunne også sagtens være fra mobil til desktop til arbejdscomputer. Klart, ja.  
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P: Okay, fedt! Cool. Det tredjesidste spørgsmål, så Anton, så er du næsten igennem.  

A: Næsten smerte frit.  

P: Haha. Næsten smertefrit, jeg synes, at du gør det rigtig godt. Ud fra din daglige 

kundekontakt, hvordan anskuer dine kunder så problematikken eller måske muligheden 

"mobil"? Hvis du tænker på den snak, som vi lige har haft? I forhold til både metrics og 

det med at attribute korrekt og til det rigtige medie og det her med at de skifter fra 

socialt til organic til betalt annoncering? Når du snakker med dine kunder omkring 

mobil, hvor er deres største skepsis i virkeligheden omkring det her? Den her enhed?  

A: Sindsygt meget forskellige i forhold til den situation man står i. Men, ved ikke om det 

er skepsis, eller om det bare er en kæmpe problemstilling at folk ser, at deres websites 

kan bare ikke følge med på det "beat" altså, hvis vi snakker om sådan noget som, som 

dem som stadigvæk ikke har fået den responsive del på plads og designprocessen er 

lidt gået i stå eller om vi skal også snart have et nyt website, og så kommer mobilen 

måske også på plads på det tidspunkt, men så er det bare for sent. Det, det er i 

hvertfald en problemstilling, som jeg ser meget tydeligt, men fra deres synspunkt. Hvad 

fanden vil jeg sige der.  

P: Vil det være måske være retvisende, når du oplever det her problem med, at de ikke 

har en responsiv side eller en mobil side som er oprettet kun til mobile format, at det er i 

virkeligheden ligger til bund at det er en stor investering for dem?  

A: Ja, de har fast knyttet sig på en platform og den virker sgu ikke skidegodt på mobil 

og det vil koste en formue at få det løst, så vil de hellere bare købe et helt nyt website, 

fordi det er alligevel tre år gammelt, så helt bestemt. Jeg ser klart, at kundernes, jeg 

ikke om kunderne er enige med mig, men jeg ser klart at kundernes største problem er, 
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at deres website ikke lever op til de forventninger, en forbruger har, specielt hvis ud vil 

købe altså, for at kunne købe et produkt på din mobiltelefon, så skal du fandme føle dig 

tryg ved den oplevelse, som du har. Fordi hvis websitet ligner noget fra, I don't know, 

eller hvis du skal sidde og zoome ind på alle hjørnerne for at indtaste mit kreditkort, så 

færdiggør du det altså ikke.    

P: Er den en dialog, som du har med dine kunder?  

A: Til en vis udstrækning, ja. Det er noget, som vi diskuterer, hvis vi kan udpege et 

problem, som i at deres mobiltrafik konverterer fuldstændig elendigt, så vil vi måske 

overveje at kigge lidt på det eller i det mindste bare påpege for dem, at det kunne godt 

være, at I skulle overveje at kigge på det her, at jeres website ligner noget, som er over 

15 år gammelt og jeg kan nærmest ikke bruge det på min telefon, fordi det lacker eller 

jeg kan ikke trykke på knapperne, fordi de ligger for tæt på hinanden eller hvad det nu 

er, der er problemet.  

P: Fedt, rigtig interessant. Øhm, ja. Igen, nu hopper vi igen over i en helt anden 

boldgade og jeg håber ikke, at det fanger dig sådan helt, at vi kører lidt frem og tilbage, 

men det er for at gøre det så subjektivt i virkeligheden, så du ikke føler ledet af de har 

spørgsmål her. Men, hvad anser du eller hvad er din oplevelse, eller forståelse af dine 

kunder, hvad er den største grund til at de kunne finde på et nedsætte deres forbrug på 

en platform som AdWords? Hvad ville en grund til være, at de enten stoppede med at 

bruge på AdWords eller de bruge knapt så meget. 

A: Okay, det er godt, at jeg har sagt, at jeg er anonym her, fordi det er der er nok ikke 

så mange, som har lyst til at høre, men der er rigtig mange, som ikke forstår, hvis du 

spørger mig i hvertfald, markedsføring. Lad os sige du er en mindre virksomhed og du 
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oplever en "rough path" og du, det går ikke skidt godt, og puha. Det første sted de 

skærer ned er markedsføring. Og hvis du kun laver AdWords, så er det sjovt nok 

AdWords der ryger og jeg forstår simpelthen ikke hvordan, at man kan tænke den 

tanke, at man siger, når men det går ikke skidegodt, så lad mig da skære ned på det 

eneste, som kan skaffe min virksomhed nogle kunder, så jeg kan tjene nogle flere 

penge, så jeg kan få det godt igen. Kæmpe problemstilling! Ikke så meget for de store, 

de store har ligesom - de er med. Det er et større problem hvis, lad os sige, at det er en 

ældre virksomhed, hvor der sidder nogen højere oppe, som har en lidt anden holdning 

omkring online og kan godt kan lide branding fordi det lærte de om i skolen, eller, 

hvordan fanden kan jeg formulere det her, godt kan lide offline annoncering fordi det ser 

bare godt ud eller er noget i en avis, hvor det er decideret svært for mig at forstå, at 

man ikke hellere vil have en, en succesfuld AdWords konto kørende, som bruger en 

kvart million i stedet for at proppe noget i Børsen eller hvor man nu kan få en helsides 

annonce for de samme penge.  

P: Hvorfor vil du sige det som værende et problem?  

A: Fordi jeg kan se, hvor mange kroner jeg tjente på at bruge en kvart million, og hvis 

jeg tjente en million og det er succeskriteriet at man tjener fire gange så meget, som 

man bruger, så kan jeg simpelthen ikke forstå, hvordan man bruger penge på en 

avisannonce. For mig vil offline, hvis du er en online virksomhed, som vil offline være 

noget af det sidste jeg ville bruge penge på, fordi du kan udnytte AdWords og tjene 

penge på det, så skal du da bare blive ved med at proppe flere penge ned i det. Så 

mange som du overhovedet kan. Der er jo selvfølgelig, du starter med at købe nogle 

vanvittig relevante, eller det gør du ikke, du kommer til et tidspunkt, hvor du har en 
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bunke af meget relevante kliks, som du tjener mange penge på, så kan du blive ved 

med at udvide en konto og udvide en konto og udvide en konto, men det bliver svært for 

dig at blive ved med finde nye søgeord, som du kan tjene, eller som du har en lige så 

god ROI på, som de første, du startede med, sjovt nok, fordi, du bliver nødt til at være 

mere kreativ, men så længe det tjener dig penge og du kan fortsætte med det, så vil jeg 

aldrig bruge penge på en avisannonce. TV, muligvis, fordi det øger brand trafikken, og 

brand trafik ja, det er ikke noget, som jeg rådgiver om at gøre, men det er da noget som 

vi snakker om, hvis de selv bringer det på banen, det er da skønt, for så kan vi da, vi 

skal bare sørge for, at vi fanger trafikken, men jeg vil altid argumentere for online.  

P: Så det er en skaleringsting i virkeligheden i forhold til hvordan ens forretning udvikler 

sig?  

A: Ja, jeg forstår ikke at købe et medie, hvor du ikke kan måle noget som helst i 

detaljer, hvis du kan købe et medie, hvor du kan måle ned til mindste detalje og stadig 

tjene penge på det. Det forstår jeg ikke.  

P: Super, jamen, det var faktisk de spørgsmål jeg havde. Der er dog et mere, nemlig om 

du har noget, som du gerne vil tilføje? I forhold til det interview her?  

A: Der var lige én ting. Du spurgte til parametre, som man måler på, som kunde og 

hvad som er vigtigst og jeg nævnte ROSA og Cost of Sale og sådan nogle ting. Det 

med volumen, med det mener jeg, at hvis en kunde kommer mig og siger: Vi har den 

her performance nu, vi skal have en bedre ROAS, men jeg vil ikke tabe volumen, eller 

jeg vil også gerne have mere volumen på samme tid, det vil altid være modsætninger. 

Skal du sænke en ROAS, eller skal du hæve ROAS, skal du få flere penge for dine 

kroner du investerer, så bliver du nødt til at fjerne nogle søgeord eller hvad du nu gør, 
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men omvendt, hvis du skal øge volumen, så bliver du nødt til at tilføje søgeord eller øge 

buddene, så skal du gøre begge ting på samme tid, så bliver det en vanvittig svært 

balance, det kan godt lade sig gøre, men det kræver bare vanvittigt meget tid, men der 

er rigtig mange som vil sige, at jeg vil gerne have min Cost of Sale ned, men jeg vil ikke 

gå på kompromis på min volumen, så vil du være nødsaget til at kun fokusere på 

volumen, og det er også en vigtig, det er meget forskelligt, det vi oplever med kunder, 

der er nogle forskellige typer mål, enten vil du gerne skalere på begge ting på samme 

tid, du vil gerne tjene nogle flere penge, men du vil også gerne have mere volumen, 

eller også vil du gerne have en bedre ROI, eller også vil du gerne mere volumen. Meget 

forskelligt, bare lige for at nævnte, at volumen spørgsmålet er også noget, som vi 

diskuterer ufatteligt meget.  

P: Det synes jeg er super interessant, øh, at du anskuer det lidt som en "give and take" 

princip i virkeligheden. Det er lidt en dans. Man skal have to forskellige mål i 

virkeligheden, øh, når man fører man sin marketingseffort og derved kan man ikke, og 

nu må du rette mig, hvis jeg tager fejl, men man kan ikke sideholde de to eksplicit, man 

bliver nødt til at have enten en strategi hvor man fokuserer lidt mere på at øge volume 

eller hvor man kører lidt mere på at nedsætte det her ROAS? Er det rigtig forstået?  

A: Det er fuldstændig korrekt. Og det er rigtig svært at overtale de fleste om, at sådan er 

livet bare og det er "give and take" forhold, at vil du gerne have begge ting, så kommer 

det til at gå langsomt, fordi du skal nedjustere lidt på samme tid og så kører du sådan 

en proces, omvendt, hvis du bare vil have mere volumen, så er princippet jo bare at 

skrue op de rigtige steder og det er bare et game om at skrue og lade være med at 

skrue op, kan du nok få en vis succes, omvendt er ROI, ROAS eller Cost of Sale eller 
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hvad fanden det nu er, som man leder efter, så handler det om at skrue ned de rigtig 

steder og sørge for at dem der stadig tjener dig penge, at de får lov til at få så meget 

volumen de kan. Så, det er 100% "give and take".  

P: Jamen alletiders, Anton. Jeg har faktisk ikke flere spørgsmål nu. Tusind tak for din 

tid.  

A: Det var så lidt.  

P: Jeg vil selvfølgelig transkribere det interview her, så godt jeg nu kan, og så vil jeg 

selvfølgelig sende dig en kopi af det og som du meget gerne må godkende, inden at det 

her på nogen måde bliver brugt i noget af det her materiale, som vi kommer til at 

fremføre. Så det håber jeg er okay for dig?  

A: Mmmm.. Selvfølgelig.  

P: Jamen Anton, så vil jeg sige mange, mange tak for interviewet. Det tog 32 min og 30 

sekunder, så det var ikke helt ved siden af med en halv time.  

A: Du sagde en halv time, det er godt.  

P: Mange tak for din tid, Anton.  
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Appendix 6: Expert Interview II 
 
Transcript of Expert Interview with Andreas Boman, Account Strategist at Criteo 

Language: English 

Peter (P): Good afternoon Andreas 

A: Good afternoon 

P: Just very briefly today is the 2nd of May and right the time is twenty to five Dublin time, 

which means that it is twenty to six in Stockholm Sweden where you are Andreas. This is an 

expert interview and it is gonna be conducted by me, Peter and the interviewee is Andreas 

Boman. The interview is a semi-structured open-ended on tendencies in the digital 

marketing space. And this interview will be conducted in English.  

 
P: All right, let's get this started, Andreas. Please, state your name your age and your 

current job role.  

A: Yes, Andreas Boman, 27 years old, Account Strategist at Criteo.  

P: Perfect, and for how long have you been working with digital marketing in general. Just 

for the record.  

A: So, what it is about it two and a half years. Two and a half years I would say.  

P: Two and a half years, okay. And how long have you been with Criteo?  

A: So, let see. Now it is 9 months. 9 months. 

P: Cool. And before that?  

A: Google for about two and a half years.  

P: Perfect, thank you so much. Now, if you do not wish to provide some information here 

today, we are totally okay with making this anonymized interview, but we just wanted to 

know from you, would you like your name to be anonymized or can we use your name in 

our thesis?  
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A: You can use my name. 

P: Perfect, thank you so much, Andreas. And thank you for talking the time for these very 

quick questions.  

A: Of course 

P: There is gonna be nine quick questions here basically. Feel free to elaborate, we might 

open up a little bit we if we find something which is very interesting that we wanna go 

through, but just feel free to answer it the best way that you see fit there is no right or wrong 

answer to any of these questions.  

A: Yeah 

P: All right. Well the first question here Andreas is: What do you believe is the biggest 

benefit of using Criteo compared to other digital advertising platforms and why?  

A: Hmm. That was a good question. I mean since I worked in both Google and Criteo, I 

would say our thing that we focus on one specific product rather than focussing on them all. 

I mean so as you might know we are doing retargeting, not like anything as YouTube, 

Search and etc. I would say that is our focus on one product rather than more than that.  

P: Cool. Do you have any other kind of key differentiators that you think highlights what 

Criteo offers compared to others?  

A: Yeah, I mean they had. It is hard to tell because I know more about the technique that 

Criteo uses rather than what Google did, so because of my background from Google was 

not as extensive in terms of the technical aspects as I have now, so now I have more 

knowledge within my cross device and that they are doing specifically towards mobile and 

so forth, because it is actually more about the engine part and the core basically. It is kind of 

hard to explain what why we are better than someone else exactly, but is more that, I can 

not explain that in a good way. I will need to be able to compare the customized solution 



 142 

between Google and Criteo for an example just to better be able to explain it. I cannot right 

now I would say.  

P: No no, that is perfectly fine and no need. I was just more of a broader question, but just 

to really quick recap here in terms of you said you were focussing on retargeting, would 

mind just putting a few words on exactly what Criteo does?  

A: Yeah, sure. So, looking at retargeting we basically, when a person and or yeah a regular 

person goes into your website, they are looking or browsing for phones or for a job or 

whatever, we basically take information from they go on the website, so what kind of 

product they browse or what they actually do, what kind of product they put in their basket 

etc. So, based on their interest on the website, we take that information and based on that 

we push ads to them on the specific placements that we see it fit for that client, so purchase 

can follow, so a conversion and the conversion can be either a purchase of a pair of pants, 

but it can also be an interest within a job or something you like, so basically what we are, 

don't say following the person, but we kind of do, we follow the person on other websites, 

on Facebook on Apps on other websites, so we for the interest that is shown with our 

advertisers and push them basically products on the interest that they have shown.  

P: Perfect, all right. Thank you, that makes perfect sense. So, would you say that to bring 

into to more laymen terms, you are doing something similar to what Google is doing in 

AdWords with Display Network.  

A: Yes, I will definitely say that. I mean of course Google is both our competitor, but also 

they are of course use on the Google Network, so at the same time as we are working with 

Google, we are competing with them. And I mean then we to differentiate products like 

retargeting or remarketing with Google and dynamic remarketing also, and then we have 

different kind of products but they are comparable in the way that both have display 
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advertising and they use the same network, the things is just that we also advertise on 

Facebook and in apps by email and so forth, but they are definitely comparable.  

P: Good, thank you so much. Now, for the next question here Andreas, for you in your 

position working very closely with advertisers on a day to day basis, what do you see as the 

most valuable features available to your clients in terms of digital advertising at the 

moment?  

A: That Criteo offers or just generally?  

P: Well, you can basically answer this in any way you would like, so whatever comes to 

mind.  

A: So, what is most valuable. Can you just say the question again?  

P: Of course. What do you see as the most valuable feature available to your clients within 

digital advertising? Now I understand that you were previously with Google and now 

currently you are with Criteo, but I am thinking more in terms of some of the features and 

more in terms of the usage of digital marketing in general?  

A: Okay. I mean the most critical thing is personalization. So, actually being able to knowing 

the person you are basically advertising for and what platform, when you do it, how you do it 

and so forth. So, basically knowing that is possible across devices user from mobile to 

desktop to everything, in show them the correct thing at the correct place at the correct 

time. I mean that is the thing you can do best digitally as I see it.  

P: Yeah, cool. Is that something that you feel from the customers as well or do they, when 

they come to you for instance looking for a solution, an advertising solution, what is there 

kind of key metric in terms of what they find important to measure?  

A: I mean they are basically most interested in the return of what actually cost them rather 

than matching the correct user, but goes hand in hand basically. I mean they kind of also 
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want always to pay less money to get to the correct client. I think also heard like half of your 

question, because I am still in the subway.  

P: No, but I think I got everything that I needed really, the question was just in terms of your 

customers were where the mostly focussing on, but I think you answered that very nicely, 

that they most concerned about the cost as I understand from you.  

A: Yeah, yeah.  

P: Okay, great. All right, now the next question, please: Do you believe that smartphones 

has made it easier or harder to measure return on investment for your advertisers and 

please feel free to elaborate on your answer.  

A: So, definitely harder, because now you can have multiple devices I mean you have 

desktop you have your TV, you have your phone, you have your tablet, so the mobilephone 

is harder that mix which is kind of reach, but we still need to able to track everything we do 

within mobile and desktop and everything else. But I mean that is not the only part in it, we 

also because of the mobile we are also able to see much more about what you do privately 

and what time what you do when you are working and so forth, so basically are receiving 

even more information than before. But as I mentioned we need to able to track it also, and 

there comes the cross device solution to be able to actually see that if you are one person 

but that you are on five devices, and this is the same person.  

P: Cool. Thank you. Now, the next question Andreas: In your opinion, and this is just your 

personal opinion, which device, smartphone, mobile or desktop is the most important in the 

research phase before the purchase of product or service and why?  

A: So which of the devices is most important in?  

P: In the initial stages of researching about a product or service. A smartphone, a tablet or a 

laptop and why?  
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A: Definitely the mobile. I mean I don't have, I don't use my tablet, so I cannot take that into 

account, but within the research it is definitely mobile, I am mean when you are checking 

shoes, when you are checking things on Facebook, whatever you do, it is on your mobile it 

is only the purchase that you usually make on the desktop. I mean you can just look at the 

conversionrate comparing mobile vs desktop, you can probably see the highest or they are 

highest with desktop and tablet, but that initial interest being shown with the mobile.  

P: Cool, thank you. Now, and this is a bit of a follow up question to what we talked about 

previously in terms of making it easier or harder to measure ROI, but this is more in general: 

What do you see as the biggest challenge in terms of measuring the effect of your 

advertising? In terms of measuring investment?  

A: Sorry, can you say that again?  

P: Yeah, of course there is a lot of noise in the background right now.  

A: Sorry about that.  

P: What do you see as the biggest challenge for you in terms of measuring the effect in their 

investment in advertising and why?  

A: I mean, you don't know where, like, 50% of your money you should spend on advertising. 

So, basically, I would not know where to start on that. Could you phrase it in any other way?  

P: Sure, sure. I think whenever it comes to investing in anything, no matter if it is a house, 

or if is is advertising or if it is investing money in stocks you are always want to kind of want 

to get some sort of return on your investment, which kind of shapes how aggressive you 

want to invest in something. I you take that kind of mindset and put it into a marketing use, 

what do you see as kind of the challenge here when measuring that return on your 

investment in order to make such a decision?  

A: Yeah, basically where you should put your money? So, that it is also something which is 

quite tough, I mean you can put money into GD and then you get huge results on 
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conversion via mobile and things that best correlate and then you can have it the opposite if 

you did it another month and it is super hard to actually have an attribution that is set up 

correctly, and everybody has different attributions, you can have last click seven days, you 

can have post click 30 days and so forth. And then comes the offline thing also, so I would 

say the most critical part is to understand your purchasers or your clients or your customers 

rather and also have a good attribution model set up for your company that you can actually 

follow.  

P: Great. Thank you so much. Now the next question here: How do your customers 

perceive the opportunities and the challenges of using mobile in their digital advertising 

strategy?  

A: Sorry, the beginning?  

P: How do your customers perceive the opportunities and challenges of mobile in their 

digital advertising strategy?  

A: Obviously I mean it is kind of, they know that they need to have it, but then it is kind of 

hard how to do it, because you know that okay, I'm suppose to advertise on mobile, but 

where lies the interest in mobile, because it is kind of new, but not totally new, but is a new 

era than just like regular advertising for newspapers or TV or so forth. But I mean you heard 

that mobile is bigger and bigger and that they we have to focus more and more on it and if 

you are looking at countries in Asia you don't even use your desktop anymore, you just 

have your mobile. So, it is a matter of efficiency so it is super hard to tell where you should 

put interest, but they are definitely into it.  

P: Yeah, definitely, but I think, I am just gonna wait for the noise here to stop.  

A: Now, better?  

P: Yeah, much better. Wow, much better. Now I just want to elaborate a little bit, because 

what I am hearing you saying is that, you see that your customers perceive mobile as being 
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fairly important at the moment, but it is hard to kind of quantify how important, is that 

correct?  

A: That is true, exactly.  

P: Okay, cool. That was just to get it completely clear, so thank you for that. Now, the 

second last here, it is actually the last question, the question after this will be very follow up 

by nature, so: What is the biggest recent why your customers either reduce their spend on 

Criteo or cancel the services with you?  

A: So, I didn't hear the first thing, but I can talk about the cancelling, why there is a cancel in 

Criteo. So, I know that at least in Northern Europe we have a 99% retention rate, so I 

haven't seen anyone closing down their account. And those I have heard about is basically 

then either not being able to pay their bills or some companies goes bankruptcy, the other 

parts are mainly the competitors that they want to try, but that is usually temporary, so I at 

least haven't heard about that many closing down their Criteo accounts.  

P: So do you think that is because you specialize in a very niche oriented market or?  

A: Definitely, I mean, so as how I see we are the best at what we do at the moment, we 

always need to be better of course, and we have the stronghold as of now, so what I have 

heard and seen is that clients have been trying out the competitors, but they don't get 

results and what Criteo is do is best in the performance marketing and retargeting and if you 

are best at that and you probably will need that in your marketing mix, they either come 

back or are satisfied still doing the whole time and I haven't heard as much before tried 

something else.  

P: Perfect, thank you so much, Andreas. Now the final questions is just whether or not you 

have anything to today that you would like to add to any of your answers so far?  

A: No, this has been really good actually, good questions.  
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P: Alright, I'm glad to hear it, I hope that you weren't sweating too much, but thank you so 

much for talking the time and answering these quick questions. Now, we will be more than 

happy to of course sent you a copy of your answers once we transcribe them for you and 

then furthermore we hope that it would be okay if we contact you in the future if need some 

elaborations on any of your answers here today?  

A: Of course.  

P: Perfect, all right. Well, thank you so much Andreas. The interview ending up lasting just 

around 23 minutes, so that was great, but thank you so much your time and have a 

wonderful day.  

A: Thank you.  
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Appendix 7: Expert Interview III 
 
Transcript of Expert Interview with Thomas Edvardsen, Head of Client 

Development Europe at Finch 

Language: English 

 
Daniel (D): Expert interview the 25th of April will be conducted by Daniel Bendix and the 

interviewee is Thomas Edvardsen(T). The interview will be in the format semi-structured 

with open ended questions on tendencies in digital marketing. The interview will be 

conducted in English.  

 
D: Would you please state your name, current job and how many years you have been 

working with digital marketing, Thomas?  

T: Thomas Edvardsen. I've been working with Digital marketing for three and a half years 

and I'm currently the head of client development for Finch in Europe.  

D: Okay, thank you. And I just need to ask you this Thomas, if you would like we can 

anonymize this interview, it this something you would like or would you prefer it to be open 

as it is?  

T: It's fine if it's open.  

D: Thank you so much. So, let's jump right into it. The first question would be: What do you 

believe is the biggest benefit of using Google AdWords compared to digital advertising 

platforms and why?  

T. So, when it comes to Google AdWords, it's by far the biggest out there. And that is 

certainly the biggest benefit, there are many others, but that is the main one. Whenever 

people are looking directly for something, you know you go to Google, you type that in, and 

you can go directly to a shop. or click an ad that takes you directly to whatever you were 
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looking for whereas a lot of the other options out there that are big, whether they are for 

remarketing or whether it's for social. It is a little more like advertising at a party where 

where you are trying to get some brand recognition, so in terms of direct return and direct 

action and just for the market size AdWords has a huge lead.  

D: Okay, just to follow up here: You are talking about the actual reach so market share of 

the actual product and that it has some advantage in terms of direct sales compared to 

some of the other platforms as well?  

T: Absolutely, it is not so much about the reach because you can reach the same amount of 

people, perhaps even more so with Facebook for example. But in terms of searching for 

something that you are looking for right now, and that you have an intend to purchase, 

Google is a fantastic tool.  

D: Okay, thank you for that. Okay, as in your position working closely with advertisers, what 

do you see as the most valuable feature available within Google AdWords and why?  

T: So, it is incredibly comprehensive. You know there is just although it adds complexity 

there is just a lot of different things that you can do in terms targeting and how you want to 

set everything up, so AdWords as a tool does pretty much everything you require it to do.  

D: Okay,  

T: It is such a good thing that everything is so incredibly measurable, it is certainly not the 

case out there for all advertising channels that you know they don't do a few tricks with the 

attribution and AdWords it is incredible fair in terms of how the outcome is measured.  

D: Okay, when you say outcome here can you elaborate on what you are measuring in 

AdWords for you clients typically?  

T: So, we are mainly retail specialized, so most of the time it would be somebody putting 

something in the shopping basket and buying that. So it is a direct sale, but really it can be 
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defined as anything that measurable and that is valuable for that company. So we also work 

with lead gen and getting a qualified lead could also be an example of such an action.  

D: Okay, cool. And from a customer perspective, your customers, when they look in their 

AdWords account is that what they tend to see as the important feature as well, that they 

can measure everything?  

T: Absolutely, I mean it makes such a huge difference to the work we do, because if you are 

sitting there looking at the numbers are you are not quite sure what you are looking at there 

is a lot of room for discussion. Typically, the agency would say things are going great you 

know, everything is fantastic, you are making a bunch of money and if the client doesn't 

quite agree, and you can't really pinpoint it in the numbers whether it is true or not, then you 

are in trouble. So, that the fact that all the numbers are there and you can trust the numbers 

makes a big difference.  

 
D: Okay, saying that the measurement is in place in AdWords do you believe that your 

customers to the full extent understand how AdWords works and how would they compare it 

to other platforms, so do they know AdWords works compared to, let's say for example 

Facebook or other platforms like that? Online or offline.  

T: It is certainly my view that a lot of people in the business does not necessarily 

understand the differences, and without getting into too many specifics, Facebook attributes 

value to just scrolling past an ad for example as well. Most people don't know that about 

Facebook with the discussion we have with them there when compare channels, so that 

would be a good example of a difference that people miss, but even within AdWords most 

of the clients we acquire are on a CPA model, which basically means that you just have a 

counter that ticks every time that somebody makes a purchase.  

D: Okay, so CPA, could you please elaborate on what that stands for?  
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T: It stand for Cost Per Acquisition. 

D:Okay, thank you.  

T: So, what we typically help them to do is to get to closer to something that matters for their 

business, so we can actually measure and optimize for the actual revenue in the shopping 

basket. So rather than just counting one conversion if that sales was worth a 150 krones, 

dollars or whatever, we can than measure that, but that is typically news to our customers 

and when I say that they don't necessarily know the full extent of what's possible to track 

and how you can optimize. That's what I mean.  

D: That's what you mean. Okay, thank you for that. That actually lead us very easily forward 

to the next question to: What is the most important metric to you and your advertisers and 

why?  

T: So, the most important metric is the metric is the one the client care about.  

D: So, that will variate a lot?  

 
T: That is always the case, but that being said, we push pretty strongly for clients to care 

about a metrics that actually has the biggest impact on their business. And that means, just 

to go back to the last example with CPA and optimizing for revenue, that if they are 

currently optimizing for cost per acquisition we strongly push for them to install an 

ecommerce module and start tracking the value of the shopping baskets so that we dial in 

the account and optimize for something that is much more important i.e. in this case how 

much money they are making.  

D: Okay, this is actually a more complex model of measuring return on investment on the 

platform?  

T: Yes, it is indeed.  
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D: Okay, great. Thank you for that. Going go the next question, moving a little into the 

changes in consumer behaviour. Do you believe that smartphones had made it easier or 

harder to measure ROI for your advertisers?  

T: So it made it harder for a numbers of reasons.  

D: Okay, can you elaborate on them?  

T: Absolutely. So, AdWords was already getting really complicated before mobile became 

such as big thing and every time you add complexity, you know, non experts in this 

business have a harder time understanding what is going on. And when you take something 

that is already complex and add mobile to it, you add a lot of complexity and specially if we 

are talking about mobile, both the fact that you have to adjust the bids, so you have to take 

action in terms of a different data set that you are coming in with which is really a subset of 

your whole performance and act on that, that has been a big cause for confusion and 

complexity for our clients.  

D: So, the it is a measurement issue, that is has become more difficult to track because of 

another device coming into the mix?  

T: Yeah, you can certainly say that and also just because we know that people are doing 

research on their mobile and it is well recognized in their business, but nobody knows 

exactly how much value it is bringing in, so when you look at just the numbers you will miss 

that value and it looks like it is going worse than it actually is, but how do you attribute that 

value it is a question that our client, and certainly also us, because we work for our clients, 

you know, is struggling with, so mobile has definitely added complexity and it has definitely 

made it more challenging to get the most out of your online advertising.  

D: So, it made it more, just to follow up, that mobile has made it more complex and 

AdWords complex as well and it made it harder to measure ROI as a result hereof.  

T: Yeah, you can definitively say that.  
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D: Thank you. It leads us again to the next question which is a more subjective one. In your 

opinion which device, based on your own experience, is the most important in the research 

phase before the actual purchase of a product or service and why?  

T: I would certainly say that is mobile. We already seen a situation in most countries around 

the world where the amount of mobile traffic as outgrown desktop traffic.  

D: Okay, so here we are talking about visitors on a website coming from a mobile device 

compared to a desktop device?  

T: That's right, that's right. 

D: Okay, yes.  

T: So because there is so much traffic out there it is just really, really important and 

everything points to the fact that this, this development will continue and be more 

pronounced in the future and you know, we have so many more years of experience of 

dealing with research phases on the desktop and so both because it is causing a change 

we have to adapt to that mobile is more important and both because of the sheer scale, and 

how much traffic can now be attributed to mobile or is directly from mobile is the most 

important one.  

D: Okay, you base this on the data that you seen on multiple clients that more and more 

traffic is coming from mobile in the research phase, that said?  

T: Absolutely.  

D: Okay, great. Thank you for that. The next question is more kind of sum up of what we've 

discussed now, so what is the biggest challenge in terms of measuring the effect of you 

investment on Google AdWords and why? So that is the biggest challenge that an 

advertiser will have in the current state of AdWords to measure the effect of their 

investment?  
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T: So, if we are only talking about measuring and tracking it is mainly a technical one. I 

mean the question gets a lot more complicated if were are talking about actioning those 

data that you get in, but if we are only talking about the tracking it is a technical one. So, to 

get to get to cost per acquisition optimization which we mentioned earlier all you have to do 

is take out a little code from your AdWords account, install on your website and then it 

works. But if you want to get a lot more sophisticated and a lot more precise in terms of how 

you track and get better data in terms of what is happening with your business, then you will 

have to get a little more advanced and you know when things get more advanced people 

find it more difficult.  

D: And now you are talking measurement?  

T: Now we are talking measurement. For example if you want to optimize for revenue, if you 

want to measure whatever it is the basket and how much is actually going through the 

checkout then you will have to install something called the ecommerce module.  

D: And just to clarify, the ecommerce module is something that works with the Google 

Analytics tracking system?  

T: Yes, that is right. So then you have to have Google Analytics. Google Analytics has to be 

linked up to your AdWords account and you have to activate the ecommerce module. Now 

are we are already talking about something which is harder to do and harder to know about 

than simply installing a little bit of code from your AdWords account. In Finch offer 

something which is even more advanced which is profit optimization where we can actually 

optimize for each product as a deficient margin based on what you are selling. Now, I don't 

need to go into a lot of detail, in terms of the tracking, but rather than just optimizing for the 

money that comes in you are optimizing for how much those orders actually made for the 

business after expenses.  

D: So this is a more complex way of measuring the return on investment for your clients.  
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T: It is more complex, but it is also even better for the client. But in terms of the complexity 

that we are talking about in terms of tracking, it also requires that the client sends us a feed 

daily and it requires that all of the Google Analytics and everything is set up correctly, so it 

is even harder to do than optimizing for revenue which is what we talked about before 

optimizing for CPA, so that's what I mean when I say that the challenge is mainly a 

technical one that many of our clients have a lot trouble solving alone.  

D: Okay, so they need help like you say it is a big challenge from a technical point of view to 

actually measure it, one thing is understanding it, but the second part is actually doing it 

from a technical point of view.  

T: Right. So, one of the things the things you get when you buy help from an agency, and 

certainly also Finch, is the technical expertise, we both know that has to happen and we can 

also help the client implement it and guide them through it.  

D: Okay, so just to follow up one the last part there, you are saying that you will help them 

measure it and that said would you educate your clients about how to understand when we 

talk, just to tie it back to the mobile, smartphone and desktop, will you educate them about 

the difference between cost per acquisition, the CPA that you talked about, when you do 

this?  

T: Absolutely. Education is a really big thing that we spend a lot of time on and it is both 

because when we are talking about fixing, you know, all of these complex things that we 

just talked about it typically takes a little bit of resources from the client and before they 

dedicate those resources they have to understand why they are doing it and why their might 

be a superior return on investment from their online advertising as a consequence of doing 

it and they have to understand what is happening, so to make all of this work and to ensure 

that all of this happens, education is completely central and has to happen before we even 

start doing this. 
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D: Okay, I'm just gonna follow up on this one, so you are saying education here are we 

talking only AdWords or Digital marketing in general? Or both?  

T: We are specialized in AdWords, but we are certainly talking about digital marketing in 

general. If you don't understand what's going on in terms of the tracking and in terms in the 

attribution model you are using and how those are defined, when it comes to the checkout 

and whatever you are measuring that is valuable to your business, then it is really hard to 

make good decisions about it. So, education is key there and it is incredibly central.   

D: Okay, thank you. Great, that will sum up this one. So, moving forward to the next 

question here is: Do your customers consider the opportunities and challenges of mobile in 

their digital strategy? So, do they implement this in their strategy, your clients, as you talked 

about it before you said a lot the traffic is now coming from mobile? Do you see that your 

clients are actually implementing this in their strategy?  

T: I certainly do, and we certainly also encourage it as an agency. So, I see them investing 

in mobile sites, I see them asking about their mobile traffic, the ROI they are getting on it, 

the volumes they are getting on it and how we are measuring the impact of it, so it is 

certainly something that many of our clients care a lot about and are very interested in.  

D: Do you know it the perceive as positive, do they perceive this mobile, this change in 

consumer behaviour as positive thing for them as an advertiser? Or more as a challenge?  

T: So, the world changes very quickly and if you are a business that are struggling to keep 

up and you know you also have all the personal issues and you know the stock 

management and marketing, it sort of for most businesses it is a little bit of a catch up 

game, which is also one of the reasons why a lot of the companies out there need help from 

an advertising agency right. So I certainly think that their are looking at it as a challenge, but 

a lot them is looking at it as an opportunity, because whenever there is a change there is an 

advantage in adjusting to that change effectively and quickly. And I think a lot of our clients 
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understand that, so it not necessarily a bad thing, they are just focussed on making sure 

that they are getting something out of it essentially.  

D: Okay, just to follow up on this. What do they consider to be, like, what is their biggest 

concern about mobile? In terms of their own business model, I'm going a little above digital 

advertising, but do you see any challenges in integrating mobile into their strategy?  

T: I think you always fear that you don't necessarily understand and certainly some of the 

advertisers we meet does not quite understand what this change means to their business or 

how they can make the most of it and so that is sort of the main concern, right, because 

everybody, including Google, and certainly also everybody in the industry is hailing how 

important this is and when your hear about what the Google stock is worth and the 

Facebook stock is worth, you know mobile is always front and center, you know to the 

future prospects of these businesses, it is just very big and you know if we are talking about 

it in a fundamental sense, making sure that they are getting the most out of it, you know 

how to you make a mobile checkout, how do you ensure that what you are doing is right 

and that it is good enough, you know those are the sort of fundamental things that keep our 

clients awake at night.  

D: They need to be in place as well. You talked about earlier that the mobile site was one 

thing, they have been working a lot on this, so your help them optimize their performance on 

these devices as well.  

T: Absolutely, I mean we have a very comprehensive strategy in terms of optimizing 

whatever is there and that certainly also performs better when they have a mobile site, so 

that is one of the reasons why we are proactive in pushing our clients to get more out of 

mobile, but once we have explained what the change means, what it is, what the challenges 

are and how we handle it, typically, they are very comfortable just leaving it in our hands 

and that is certainly also one of the things that are important as a digital agency, you 



 159 

essentially sit there and reduce the complexity for the client so that they do not have to 

worry about it.  

D: Great, thank you for that. That actually lead up to the next question in a more negative 

sense. What will be main reason that your customer decide to reduce their spend or maybe 

even pause or cancel their account? When it comes to AdWords? What would be the main 

reason - from your point of view?  

T: So, the main reason would be that they do not necessarily understand what's going on in 

their online advertising. As we talked about earlier AdWords has gotten very complex and 

mobile has only added to this complexity. And there is a lot of competition out there, there 

are both some good agencies out there and some agencies out there, that perhaps aren't 

so great. And particularly with the customers who meet the people out there that aren't so 

great they have seen bad returns on their online marketing and they had trouble you getting 

it to where they need it to be. And their is certainly also a category of customers that simply 

don't know if they are making money on their online advertising and you know when you 

have the insecurity about what is going on and that it is costing you that much money and 

you basically just invested out of fear, that customers would stop coming to your shop, then 

you can at some point, simply decide to see what happens if we do not spend anything for a 

month or we don't spend anything for three months. So, you know, we are very tight on 

ROIs, we spend a lot of time and energy on reporting those numbers to the clients and 

make sure what whoever is out contact there understands the numbers, understands what’s 

going on, understands what we are doing and that is exactly to counteract those forces, so I 

think that lack of understanding or the lack of being able to make it work because of the 

complexity are sort of two of the main reasons.  

D: That clients decides to stop spending?  

T: Or spend less, yes.  
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D: Okay, thank you. So, just to sum up: Like it is basically that they one thing is that they 

don't understand the product, because AdWords is complex, as you said a couple of times 

earlier and that they don't understand digital measurement in terms of the investment in 

general, so more along those lines.  

T: Yes, absolutely.  

D: Okay, great. So, that was actually most of my questions here, Thomas. Is there anything 

you would like to add in terms of the things we have discussed so far?  

T: No, I think that pretty much covers it. I think, you know, if you have a client who is not 

sure that they are making money online and they are simply counting the orders, as we 

heard about cost per acquisition, then it is also hard to link that to how much money you are 

actually making, so that they are not sophisticated enough about how they use AdWords, it 

just another way of how you can end up that terrible situation. 

D: If they don't understand, that could be a thing.  

T:  Yeah, right exactly. So it is sort of another way to say the same thing, but that's, we 

shouldn't complain, that's why there is a need for really, really, good digital agencies out 

there. 

D: True, thank you so much for your time and taking your time off to come and answer 

these questions. I just wanted to round up by saying that we will of course forward you a 

transcribed version of this interview for you to approve and if it is okay with you, or if you 

have any further questions we will reach out to you. Sounds good?  

T: Sounds great.  

D: So, this concludes the interview with Thomas Edvardsen on April 25th, the total time of 

the interview is approximately 26 minutes.  
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Appendix 8: Survey  
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Appendix 9: Survey Raw Data 
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Appendix 10: Survey Calculations 
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Appendix 11: SPSS Pulls and Raw Data 
 

 



 174 

 

Correlation 

 Age Smartphone 

Age younger than 40 

Pearson Correlation 1 -.298** 

Sig. (bilateral)  .003 

N 94 94 

Smartphone main device 

Pearson Correlation -.298** 1 

Sig. (bilateral) .003  
N 94 94 

 

Summary 

Model R R Square Adjusted R Square  Standard Error 

1 .298a .089 .079 4.2938 

a. Predictive variable: (Constant), Smartphone as main device 

  

ANOVA Testa 

Model Sum of square df Mean square F Sig. 

1 Regression 165.762 1 165.762 8.991 .003b 

Residue 1696.164 92 18.437   

Total 1861.926 93    

a. Dependent variable: AGE when younger than 40 

b. Predictive data: (Constant), Smartphone as main device 

 

Coefficients 

Model Unstandardized Standardized  t Sig. 

B Standard Error Beta 
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1 (Constant) = Bo 26.759 .483  55.393 .000 

Smartphone as 
main device 

-3.626 1.209 -.298 -2.998 .003 

a. Dependent variable: AGE 

Leaderboard 

 Observed Forecast 

Smartphone Correct % 

.0 1.0 

Step 0 Smartphone as main device .0 79 0 100.0 

1.0 15 0 .0 

Global %   84.0 

Variables in the equation 

 B E.T. Wald gl Sig. Exp(B) 

Step 0 Constant -1.661 .282 34.797 1 .000 .190 

 

Omnibus tests on the model coefficients 

 Chi square df Sig. 

Step 1 Step 9.502 1 .002 

Block 9.502 1 .002 

Model 9.502 1 .002 

Summary 

Step -2 log verisimilitude Cox & Snell R Square Nagelkerke R Square 

1 73.023a .096 .165 

a. The estimate has finished in the iteration number 6 because parameter estimates 
have changed in less than .001. 

Variables in the equation 
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 B E.T. Wald gl Sig. Exp(B) 

Step1 AGE -.227 .081 7.774 1 .005 .797 

Constante 3.983 1.958 4.135 1 .042 53.655 
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Appendix 12: Stakeholder Model applied to Google  
 

 
 
 
 

 
 

 

 


