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Digital Ads: Search Ads 
 

Section 1: Introduction to Digital Ads 

Evolution of Digital Advertising The rise of digital advertising has dramatically transformed the marketing 
landscape. In 2002, Google introduced search ads tailored to users' online search behaviors, sparking a revolution 
in the advertising market. As online users' search queries reflect their current intentions and interests, Google 
Ads enabled advertisers to reach target consumers with unprecedented precision and quickly became an 
essential tool for businesses.  

Digital advertisements, owing to their merits in precisely targeting specific audiences, accurately measuring ad 
performance, and enabling real-time optimization of ad campaigns, have experienced rapid growth. Since 2017, 
digital ads have surpassed traditional advertising channels, becoming the dominant medium in the marketing 
industry.  

 

It is worth noting that the rapid adoption of AI tools, such as GPT, in recent years has begun to reshape digital 
advertising. These advancements are transforming people's online search and browsing behaviors, making them 
more dynamic and personalized. As AI continues to evolve, it is poised to further revolutionize the digital 
advertising landscape in the near future. 
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Key Players in Digital Advertising The digital advertising ecosystem is composed of advertisers, audience and 
advertising platform — the companies that publish ads for revenue.  The major advertising platforms are shown 
in the figure[X], including  

• Search Engines: Platforms like Google Ads and 
Bing Ads handle trillions of search queries 
annually, connecting advertisers with users 
actively seeking specific information. 

• Social Media Networks: Companies such as 
Facebook, Instagram, and LinkedIn leverage 
vast amounts of user data to offer highly 
targeted advertising based on demographics, 
interests, and behavioral characteristics. 

• Online Marketplaces: E-commerce giants like 
Amazon and eBay integrate search advertising 
within their ecosystems, enabling businesses to 
promote products directly to consumers who 
are ready to purchase. 

• Ad Exchanges: These platforms facilitate the 
buying and selling of ad space through 
automated, real-time auctions, connecting 
advertisers with a diverse network of digital 
publishers. 

Types of Digital Advertisements. Digital advertisements can be broadly categorized into two types: search ads and 
display ads.  

• Search Ads are one of the most effective digital 
advertising formats due to their ability to target 
users with specific intent. These ads appear on 
Search Engine Results Pages (SERPs) when users 
enter keywords into platforms like Google or Bing. 
The hallmark of search ads is their keyword-
targeting capability, which ensures that 
advertisements are shown to potential customers 
who are actively looking for related products, 
services, or information. This intentional targeting 
often leads to higher conversion rates compared to 
other advertising formats.   

Most search ads are charged through the Pay-Per-
Click (PPC) model: search engines display ads for 
free, and advertisers only pay when a user clicks on 
their ad.  The unit payment for these ads is referred 
as Cost-Per-Click (CPC).   PPC is attractive to 
advertisers because it allows them to estimate the 
expected business value of each click and calculate 
the ad's Return on Investment (ROI).  In addition to 
CPC, digital ads can also be charged based on the 
number of times the ad is displayed — known as 
Cost-Per-Mille (CPM), which is the cost per 1,000 
impressions — or based on specific actions, such as 

transactions, form completions, or downloads, 
referred to as Cost-Per-Acquisition (CPA). 

Search engines do not sell advertising opportunities 
through fixed prices, but instead, utilize Second-
Price Sealed Auctions, or Vickery Auctions, where 
the highest bidder pays just enough to exceed the 
next highest bid.  In this system, advertisers bid on 
keywords, setting the maximum CPC they are 
willing to pay. These auctions are conducted in real-
time whenever a search query on these keywords 
comes. The auction determines the winning bidders, 
their ad placement rankings, and the actual CPC 
they will pay. 

In addition to appearing on traditional search 
engines, search ads are prominent on online 
marketplaces like Amazon. Consumers often use 
keywords to search for products on these platforms, 
and sellers bid on keywords to promote their 
products directly within search results. These ads 
are typically charged based on CPC or CPA and 
result in high conversion rates due to their seamless 
integration into the shopping experience. 
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• Display Ads are visual-based advertisements that 
appear across a broad range of online platforms, 
including websites, social media networks, and 
mobile applications. These ads are designed to 
attract attention through visually engaging 
elements such as images, banners, videos, and 
interactive media. Unlike search ads, which target 
users based on their active search queries, display 
ads approach audiences who are browsing specific 
online content, thereby targeting based on 
audience characteristics and content features.   

Display ads typically appear on websites through ad 
exchanges or direct partnerships with major media 
outlets. These ads are often sold on a CPM basis 
and result in low conversion, meaning advertisers 
pay for every 1,000 impressions, regardless of user 
interaction. This model is effective for increasing 
brand visibility across a broad audience, especially 

on high-traffic websites. However, it usually results 
in low conversion rates.  

Social media ads are a subset of display ads that 
appear on platforms like Facebook, Instagram, and 
LinkedIn. These platforms offer highly 
sophisticated targeting capabilities, allowing 
advertisers to reach users based on demographics, 
interests, behaviors, and online activity. Social 
media ads can be in the form of sponsored posts, 
stories, or video content, often blending seamlessly 
with the user-generated content on these 
platforms. The payment models for social media 
ads include CPC, CPM, and CPA, depending on the 
campaign goals. 

Display ads are managed through ad networks and 
exchanges like Google Display Network, which 
match advertisers with website owners (publishers) 
willing to host ads. These transactions are typically 
facilitated through real-time auctions.  

 

Examples: 

 

  

Search Ads on Google and Amazon 

Display Ads on LinkedIn and Pinterest 
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Section 2:  Search Ads Terminologies 

Understanding the key terminologies in search advertising is essential for managing effective campaigns: 

• SERP (Search Engine Results Page): The page 
displayed by a search engine in response to a 
user's query. Ads typically appear at the top or 
right column of the SERP and are labeled as 
"sponsored" or "ad." 

• Impression: Each time an ad appears on a SERP, 
it counts as an impression, regardless of 
whether the user engages with it. This metric 
helps advertisers understand how often their 
ads are being shown. 

• Clicks: The total number of times users click on 
an ad. Advertisers are charged based on the 
number of clicks under the Pay-Per-Click (PPC) 
model. 

• Click-Through Rate (CTR): The ratio of clicks to 
impressions, expressed as a percentage. CTR 
indicates how effective an ad is at attracting 
user engagement. For example, if an ad 
receives 5 clicks from 100 impressions, the CTR 
is 5%. 

• Cost-Per-Click (CPC): The amount an advertiser 
pays for each click on their ad. The actual CPC is 
often lower than the bid amount due to the 
second-price auction mechanism. 

• Conversion: A desired action taken by the user 
after clicking on an ad, such as making a 
purchase, signing up for a newsletter, or 
downloading a whitepaper. Conversion rates 
measure the effectiveness of an ad in driving 
these outcomes. 

• Conversion Rate: The percentage of users who 
take a desired action after clicking on an ad. For 
example, if 100 users click on an ad and 2 make 
a purchase, the conversion rate is 2%. 

• Return on Ad Spend (ROAS): The revenue 
generated for every dollar spent on advertising. 
ROAS is calculated by dividing the total revenue 
from conversions by the total ad spend. For 
instance, if $100 is spent on ads and $500 in 
sales is generated, the ROAS is 5:1. 
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Section 3: Cost-Benefit Analysis of Search Ads 

For any search ad, profitability is a critical factor that helps advertisers determine whether to launch the ad or 
refine its settings. The two key components that influence ad profitability are advertising costs, primarily 
determined by Cost-Per-Click (CPC), and expected revenue, which is derived from conversion rates and the 
average order value (AOV). By understanding these factors and their impact on ad performance, advertisers can 
make data-driven decisions to optimize their ad spending and maximize returns.  The following example illustrates 
a detailed cost-benefit analysis:  

 

 

 

 

 

 

 

 
Ad Cost Calculation Based on CPC:  Search engines charge advertisers on a PPC basis, meaning advertisers pay 
only when users click on their ads. The advertising cost can be calculated using the following formula: 

𝐴𝑑 𝐶𝑜𝑠𝑡 = 𝐶𝑃𝐶 × 𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝐶𝑙𝑖𝑐𝑘𝑠 

In the above example, the CPC is $0.20 per click.  Assuming the ad receives 100 clicks, the cost of the ad 
campaign would be  0.20 × 100 = $20. 

Expected Revenue Based on Conversion Rate:  The revenue generated from a search ad campaign depends on 
the Conversion Rate of the website. In a retail business, it represents the percentage of website users who 
make a purchase after clicking an ad. The expected ad revenue is calculated as: 

𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑅𝑒𝑣𝑒𝑛𝑢𝑒 = 𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑐𝑙𝑖𝑐𝑘𝑠 × 𝐶𝑜𝑛𝑣𝑒𝑟𝑠𝑖𝑜𝑛 𝑅𝑎𝑡𝑒 × 𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑂𝑟𝑑𝑒𝑟 𝑣𝑎𝑙𝑢𝑒 

In the above example, the average conversion rate of the website is 2% and online customer averagely spend 
$25.  Assuming the ad receives 100 clicks, the expected revenue of the ad campaign would be 100 × 2% × 25 =
$50. 

Therefore, in the case, 𝑅𝑂𝐴𝑆 =
𝐴𝑑 𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑅𝑒𝑣𝑒𝑛𝑢𝑒

𝐴𝑑 𝐶𝑜𝑠𝑡
=

$50

$20
= 2.5.   

A ROAS of 2.5 means that in average, for every $1 spent on ads, $2.50 in revenue is generated. 

If CPC is $0.20, the website has an average conversion rate 2%, averagely 
each of your customers pays $25, and your average gross margin is 50%. 
Then,  
Is it worthy to launch the ad on Google? 
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Advertisers typically aim to ensure that their ad campaigns generate a net profit.  In the example, the gross margin 
is 50%.  The net profit from this ad campaign is 50 × 50% − 20 = $5.   

Another way to evaluate profitability is by calculating the Return on Investment (ROI): 

ROI =
Net Ad Profit

Ad Cost
=

Ad Revenue × Gross Margin

Ad Cost
  

In this example, 𝑅𝑂𝐼 =
50×50%

20
= 1.25 > 1.  The advertiser should launch this ad campaign.   

Section 4: Understanding the Mechanisms of Search Ads 
 
To effectively manage search ad campaigns, it is essential to understand how search engines determine which 
ads to display. Two critical factors influence ad placement: Second-Price Sealed Auction and Quality Score. 

The Second-Price Sealed Auction in Search Ads 

Search engines like Google sell ad placements through a Second-Price Sealed Auction, also known as a Vickrey 
Auction. Unlike a traditional first-price auction, where the highest bidder pays the exact bid amount, in a second-
price auction, the highest bidder wins the auction but pays the second-highest bid amount. 

 How the Vickrey Auction Works 

1. Advertisers bid for a specific CPC amount for a keyword. 
2. When a user performs a search, an auction is triggered in real time among all advertisers bidding on that 

keyword. 
3. Assuming the bidders have the same Quality Score (which will be explained in the following section), the 

highest bidder wins the best ad placement but pays the second-highest bid instead of their own bid. 

For example, suppose three advertisers bid as follows: 

• Advertiser A: $3.00 per click 
• Advertiser B: $2.50 per click 
• Advertiser C: $2.00 per click 

Since Advertiser A placed the highest bid, they win the auction and receive the top ad position. 
However, they do not pay $3.00. Instead, they pay $2.50. 
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Why Use a Vickrey Auction

This system encourages advertisers to bid truthfully, 
meaning they bid based on what a click is genuinely 
worth to them. Since the winning bidder pays only the 
second-highest bid, advertisers are incentivized to 
submit their actual valuation instead of lowering their 
bid strategically.  

By contrast, in a first-price auction, advertisers may feel 
compelled to bid lower than their true valuation to 
avoid overpaying, which can lead to inefficiencies. The 
second-price auction model benefits search engines by 
ensuring fair pricing while maximizing competition and 
revenue. 
 

 The Role of Quality Score in Ad Auctions 

While bidding plays a crucial role in determining ad placement, bid amounts alone do not decide the winner. 
Search engines consider Ad Rank, which is the product of the CPC bid and Quality Score, to determine the final 
ad placement. 

What is Quality Score? 

Quality Score is a 1-10 rating assigned at the keyword level to each ad and its associated CPC bid. It measures 
how relevant and useful an ad is to users based on three core factors: 

1. Expected Click-Through Rate (CTR): Google predicts the likelihood of users clicking on the ad based on 
historical performance. 

2. Ad Relevance: The alignment between the ad copy and the keyword. Ads must closely match users' 
search intent. 

3. Landing Page Experience: The quality and relevance of the webpage users are directed to after clicking 
the ad. If users leave the landing page quickly (high bounce rate), it can lower the Quality Score. 

How Quality Score Affects the Ad Placement and the Final CPC 

Search engines determine an ad’s placement using Ad Rank, which is calculated as: 

𝐴𝑑 𝑅𝑎𝑛𝑘 = 𝐵𝑖𝑑 × 𝑄𝑢𝑎𝑙𝑖𝑡𝑦 𝑆𝑐𝑜𝑟𝑒 

Therefore, the advertiser who offers the highest CPC bid does not always win the top ad placement. Advertisers 
with a higher Quality Score can bid lower but still secure a better ad placement. For example: 

• Advertiser A: Bids $3.00, Quality Score 5 → Ad Rank = 15 
• Advertiser B: Bids $2.50, Quality Score 8 → Ad Rank = 20 

Even though Advertiser B bid less, their higher Quality Score allows them to win the auction and achieve a 
better ad placement. Additionally, because their Quality Score is higher, their final CPC will be lower than what 
a lower-scoring competitor would pay. 

Google calculates the final CPC as: 
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𝐹𝑖𝑛𝑎𝑙 𝐶𝑃𝐶 =
𝐴𝑑 𝑅𝑎𝑛𝑘 𝑜𝑓 𝑡ℎ𝑒 𝑁𝑒𝑥𝑡 𝐻𝑖𝑔ℎ𝑒𝑠𝑡 𝐴𝑑𝑣𝑒𝑟𝑡𝑖𝑠𝑒𝑟

𝑄𝑢𝑎𝑙𝑖𝑡𝑦 𝑆𝑐𝑜𝑟𝑒 𝑜𝑓 𝑡ℎ𝑒 𝑊𝑖𝑛𝑛𝑖𝑛𝑔 𝐴𝑑𝑣𝑒𝑟𝑡𝑖𝑠𝑒𝑟
+ 0.01  

Noting that although the Vickrey Auction suggests that the highest bidder pays exactly the second-highest bid, Google 
modifies this approach by incorporating Quality Score into the final CPC calculation. This means the actual price paid by the 
winning advertiser is slightly above the second-highest bid, adjusted based on Quality Score. 

In the above example, Advertiser B wins the auction because they have the highest Ad Rank. Their realized CPC 
is: 

15

8
+ 0.01 = $1.876 , which is lower than their own bid. 

This system rewards advertisers who maintain high ad relevance and landing page quality by allowing them to 
secure better placements at a lower cost.  Meanwhile, it displays ads with high CTR, generating more ad 
revenue for the search engine.  

How Advertisers Can Improve Quality Score 

Since a high quality Score reduces the ad’s CPC and improves ad position, advertisers should increase their ad 
Quality Score by: 

• Writing relevant ad copy that closely matches search queries. 
• Optimizing landing pages to provide useful content and a smooth user experience. 
• Increasing CTR by testing different ad creatives and extensions. 
• Using well-targeted keywords that align with search intent. 

By leveraging both competitive bidding and high Quality Scores, advertisers can maximize their ad performance 
while controlling costs. 

Section 5: Manage a Google Ad Campaign 

Effectively managing a Google Ads campaign involves a series of strategic steps designed to optimize performance 
and achieve advertising objectives. This section outlines the key stages in creating and managing a successful 
campaign.  More details information can be found at support.google.com.  

Setting Up Your Google Ads Campaign 

Define Your Advertising Goals:  Google Ads allows you to select a campaign objective that aligns with your goals, 
which helps tailor the campaign settings and recommendations to meet your specific needs. Common objectives 
include: 

• Increasing Website Traffic: Driving more visitors to your website. 
• Generating Leads: Encouraging potential customers to express interest in your products or services. 
• Boosting Sales: Increasing the purchase of your products or services. 
• Enhancing Brand Awareness: Making more people aware of your brand. 

https://support.google.com/google-ads/answer/7450050?hl=en&utm_source=chatgpt.com
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The selection of advertising goals significantly 
influences how a campaign is structured, optimized, 
and ultimately performs. For example, if a company 
sets its goal as Boosting Sales, Google Ads may 
prioritize Conversion-focused bidding strategies such 
as Target CPA (Cost-Per-Acquisition) or Maximize 
Conversions, ensuring that the ad spend is optimized 
for generating direct purchases. Additionally, the 
campaign may leverage remarketing lists to target 
users who have previously visited the website but did 

not complete a purchase. On the other hand, if a 
business selects Enhancing Brand Awareness, the 
campaign will be more focused on impression-based 
bidding like CPM and will prioritize placements on the 
Google Display Network or YouTube to maximize 
visibility rather than immediate conversions. This 
distinction highlights why defining clear objectives is 
crucial, as it directly impacts ad placements, bidding 
strategies, audience targeting, and measurement 
metrics used to evaluate success.

Choose the Right Campaign Type:  Google Ads offers various campaign types, determining where and how your 
ads will appear. Selecting the appropriate campaign type suited to your advertising goals. 

• Search Campaigns: Text ads that appear on Google search results pages. 
• Display Campaigns: Image or rich media ads shown across the Google Display Network. 
• Video Campaigns: Video ads displayed on YouTube and other Google partner sites. 
• Shopping Campaigns: Product listings that appear in Google Shopping results. 
• App Campaigns: Ads promoting mobile apps across various Google platforms. 

Set Your Budget and Bidding Strategy:  Determine a daily budget that reflects how much you're willing to spend 
on your campaign and choose a bidding strategy that aligns with your goals, such as CPC, CPM, or CPA. 

Define Your Target Audience: Identify the demographics, locations, and interests of your ideal customers. Google 
Ads provides advanced targeting options to ensure your ads reach the most relevant audience. 

• Demographic Targeting: Specify age, gender, household income, and parental status to reach the right 
audience segment. 

• Geographic Targeting: Choose specific countries, regions, cities, or even a radius around a particular 
location. 

• Interest-Based Targeting: Use affinity audiences, in-market audiences, and life events to connect with 
users who have demonstrated interest in relevant topics. 

• Behavioral Targeting: Target users based on their past interactions with your website, app, or previous 
ads. 

• Custom Audiences: Create audience lists based on search behaviors, visited websites, or purchase intent. 
• Remarketing: Re-engage users who have previously interacted with your business but have not yet 

converted. 

Configuring a Google Ads Campaign 

A well-organized Google Ads campaign consists of multiple Ad Groups, each containing a set of related 
keywords and ads that align with a specific theme. 

Define Ad Groups in an Ad Campaign:  Ad groups are essential for organizing ads and ensuring relevancy within a 
campaign. Instead of placing all keywords under one campaign, advertisers structure multiple ad groups based 
on product categories or service offerings.   
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For example, consider an online electronics retailer running a Google Ads campaign. Instead of placing all product-
related keywords into a single ad group, the retailer organizes its campaign into multiple ad groups based on 
product categories: 

Ad Groups Smartphones Laptops Smartwatches 

Keywords 
Buy iPhone 14, 

Samsung Galaxy deals, 
best Android phone 2024 

Best gaming laptop, 
MacBook Pro price, 
affordable business 

laptop 

Apple Watch discount, 
best fitness smartwatch, 

Garmin smartwatch deals 

Each ad group contains tailored ads and landing pages relevant to its specific product category, ensuring that 
users searching for "best gaming laptop" are shown an ad specifically about gaming laptops rather than a generic 
electronics ad. This structure improves ad relevance, user experience, and Quality Score, ultimately leading to 
lower CPC and higher conversion rates. 

Best Practices for Structuring Ad Groups: 

• One Theme Per Ad Group: Each ad group focus on a single product, service, or topic. 
• Limited Number of Keywords: Avoid overloading ad groups with too many keywords; ideally, each ad group 

should contain 5-20 highly relevant keywords. 
• Tailored Ad Copy: Ensure that ad text aligns closely with the keywords in the group to enhance engagement 

and CTR. 
• Organized Landing Pages: Ads should direct users to landing pages that match the intent of the keywords 

and ad copy. 

Select Relevant Keywords: Selecting the right keywords is one of the most crucial steps in determining the success 
of a Google Ads campaign. Keywords trigger ads when users enter relevant search queries, making it essential to 
choose terms that align with user intent. Google provides several tools to help advertisers identify effective 
keywords: 

• Google Keyword Planner: Provides insights into keyword search volume, competition levels, and 
estimated CPC to help advertisers choose the best terms. 

• Google’s Predictive Insights: Offers data-driven recommendations on which keywords are likely to drive 
conversions based on historical performance and industry trends. 

Best Practices for Selecting Keywords 

• Focus on High-Intent Keywords: Prioritize keywords that indicate purchase intent, such as “discount,” or 
“best price.” 

• Use a Broad Set of Keywords: Unlike SEO, where a limited set of keywords is optimized, PPC campaigns 
can use hundreds even thousands of keywords. 

• Utilize Long-Tail Keywords: These highly specific, multi-word phrases (e.g., “best budget gaming laptop 
under $800”) tend to have lower competition and higher conversion rates. 

• Consider Specific, Narrow Phrases: Instead of bidding on broad terms like “coffee mug,” use “stainless 
steel travel coffee mug.” 

• Leverage Competitor Keywords: Analyze competitor campaigns to refine targeting strategies. 
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• Monitor and Adjust Regularly: Review keyword performance, remove underperformers, and add new 
keywords based on insights. 

Determine Keyword Match Types: Google Ads offers three keyword match types — Broad Match, Phrase Match, 
and Exact Match — that determine how closely a search query must align with a chosen keyword for an ad to 
appear. For each target keyword in the ad campaign, the advertiser needs to define its match type. The match 
type influences the potential audience reach, the level of competition, and overall campaign performance. A 
detailed description and examples of the three match types are shown in the following figure.  

Generally speaking, Broad Match maximizes reach and captures a wide audience. However, it is less precise 
targeting, may result in irrelevant clicks and wasted ad spend. For example, a business selling formal dress shoes 
using a broad match on “dress shoes” may also appear in searches for “cheap casual shoes,” attracting the wrong 
audience and wasting ad spend. 

At the other end of the spectrum, Exact Match ensures highly relevant traffic by displaying ads only for searches 
that closely match the specified keyword. However, this restrictiveness may result in fewer impressions, 
potentially missing out on valuable variations or related searches. 

It is important to note that an ad targeting the same keyword with different match types will participate in 
auctions for different search queries, compete with different advertisers, and experience variations in 
impressions, clicks, and CPC. Google’s Predictive Insights provides forecasts on how different match types may 
impact performance. Advertisers should analyze these predictions or historical data to fine-tune their keyword 
match strategies for optimal results.   

 

In addition to match types, Negative Keywords allow advertisers to exclude irrelevant search terms, preventing 
wasted ad spend and improving ad relevance. For example, an athletic shoe company might add “cheap” as a 
negative keyword to avoid appearing in searches for “cheap running shoes.” This tool is highly effective for 
filtering out low-quality traffic, reducing budget waste, and ensuring that ads reach the most relevant audience. 
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Create Compelling Ad Copy: It is essential for capturing user attention and driving engagement in your Google 
Ads campaigns.  As it affects ad relevance and expected click-through rate (CTR), it shapes ad’s Quality Score 
and consequently affect ad placements and CPCs. This involves crafting effective headlines and descriptions and 
utilizing assets like sitelinks. 

• Headlines and Descriptions are critical components of your ad copy. They should be compelling, focused 
on user benefits, and clearly communicate the core value proposition. Including relevant keywords in your 
ad text can improve its relevance and performance.  

• Sitelinks are additional links that appear under your ad, directing users to specific pages on your website. 
They enhance ad prominence and provide users with more navigation options, potentially improving click-
through rates. Adding descriptions to your sitelinks can make your ads more prominent and improve 
performance.  

• Ad Strength: Google evaluates ad relevance, expected click-through rate (CTR), and ad diversity to assign 
an Ad Strength rating. Ad Strength provides insights into how well an ad is structured, assessing factors 
such as the variety of headlines and descriptions used. High Ad Strength ratings indicate that an ad is likely 
to perform well, while low ratings suggest areas for improvement, such as adding more diverse ad copy 
or refining messaging to better match user intent. 

 

 

 

Relationship Between Quality Score and Ad Strength:  Quality Score and Ad Strength are both important 
diagnostic tools in Google Ads, but they serve different purposes: 

• Quality Score evaluates keywords based on 
historical performance, including expected CTR, ad 
relevance, and landing page experience. It helps 
advertisers understand how relevant their ads are 
compared to competitors and impacts ad rank and 
CPC. 

• Ad Strength assesses ad copy effectiveness by 
measuring factors such as headline and description 
diversity, keyword relevance, and overall ad quality. 
It helps advertisers optimize responsive search ads 
(RSAs) for better engagement. 

 
While Quality Score impacts how ads compete in auctions, Ad Strength helps improve ad creativity and message 
effectiveness. A strong Ad Strength can indirectly contribute to a better Quality Score by increasing CTR and ad 
relevance. 

Design Effective Landing Pages: Ensure that the landing pages users are directed to after clicking your ads are 
relevant, user-friendly, and optimized for conversions. A seamless experience from ad to landing page can 
significantly impact your campaign's success. 
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Section 6: Google Display Ads  
 
Google Display Ads are visual advertisements that 
appear across millions of websites, mobile apps, and 
YouTube videos within the Google Display Network 
(GDN). Unlike search ads, which target users actively 
searching for a product or service, display ads focus 
on passive audience targeting, meaning they appear 
while users are browsing online content rather than 
searching for specific information. 

Google Display Ads leverage a combination of text, 
images, videos, and interactive elements to engage 
users. These ads are commonly used for brand 
awareness, remarketing, and lead generation, as they 
allow advertisers to reach potential customers at 
various stages of the marketing funnel. Compared 
with search ads, display ads function much less 
efficiently in conversion. 

 
The Role of Real-Time Bidding (RTB) in Display Advertising: Google Display Ads operate through an automated 
auction system known as Real-Time Bidding (RTB). Whenever a user visits a website that serves Google Ads, an 
auction occurs in milliseconds, where advertisers bid for ad placement. The highest bidder with the most relevant 
ad wins the placement. 

The RTB process involves multiple players: 

1. Advertisers (Buy-Side) – Brands that want to display their ads to a target audience. 
2. Publishers (Sell-Side) – Website owners who provide ad space. 
3. Ad Exchanges & Networks – Platforms that facilitate bidding and serve ads in real-time. 
4. Data Management Platforms (DMPs) – Systems that collect and analyze user data for better audience 

targeting. 

This automated system ensures that advertisers reach the right audience at the right time, maximizing 
efficiency and ROI. 
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Audience Targeting in Display Ads:  Google Display Ads provide multiple targeting options to help advertisers 
reach their ideal customers. Advertisers can define audiences based on: 

• Demographics – Age, gender, income, parental status. 
• Location – Geographic targeting at the country, region, city, or even ZIP code level. 
• Affinity Audiences – Users with long-term interests, such as travel enthusiasts or fitness lovers. 
• In-Market Audiences – Users actively researching or considering purchasing specific products/services. 
• Life Events – Targeting users experiencing milestones such as buying a home or getting married. 
• Custom Intent Audiences – Based on keywords, URLs, or apps that users engage with. 
• Remarketing – Retargeting previous website visitors or past customers with tailored ads. 
• Customer Match – Using first-party CRM data to match ads to known customers. 
• Similar Audiences – Expanding reach by targeting users with behaviors similar to existing customers. 

Ad Formats in Google Display Ads 

• Responsive Display Ads (RDA): Automatically adjust size, format, and layout to fit various placements. 
• Banner Ads: Static or animated image ads appearing in designated spaces on websites. 
• Video Ads: Short promotional videos that play within YouTube or embedded on web pages. 
• Gmail Ads: Expandable ads appearing within Gmail inboxes. 
• Interstitial Ads: Full-screen ads displayed between content transitions (e.g., between app screens). 
• Native Ads: Seamlessly integrated ads that match a website’s look and feel, improving user experience. 

Bidding Strategies and Budgeting: Advertisers can choose from different bidding strategies depending on their 
campaign goals, including, CPC, CPM, CPA, and Smart Bidding.  

Smart Bidding is a subset of automated bidding strategies powered by Google’s machine learning. It helps 
advertisers maximize their performance by adjusting bids in real-time based on various signals, including user 
device, location, browsing behavior, and likelihood of conversion.  Key Smart Bidding strategies include: 

• Maximize Clicks: Automatically sets bids to get the most clicks within a given budget. 
• Maximize Conversions: Uses AI-driven bidding to generate the highest possible number of conversions. 
• Target CPA (Cost-Per-Acquisition): Adjusts bids to acquire conversions at a predefined cost. 
• Target ROAS (Return on Ad Spend): Focuses on maximizing revenue by setting bids based on predicted 

conversion value. 

A key advantage of Smart Bidding is its ability to 
automate complex bid adjustments, ensuring that 
ad spend is directed toward users most likely to 
convert. This reduces the need for manual 
intervention and allows advertisers to focus on 
strategy and creative optimization. However, Smart 
Bidding also has limitations. Since it relies heavily 

on Google's machine learning algorithms, 
advertisers have less direct control over bidding 
decisions, which can sometimes lead to higher 
costs or unpredictable results. Additionally, Smart 
Bidding requires sufficient conversion data to 
perform effectively, making it less suitable for new 
campaigns with little historical data. 
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Optimizing Google Display Ads:  To maximize ad performance, advertisers should: 

• Use High Quality Creatives: Visually appealing images and engaging copy improve CTR. 
• Leverage A/B Testing: Experiment with different ad formats, colors, and calls-to-action (CTAs). 
• Monitor Placement Reports: Ensure ads appear on relevant, high-quality websites. 
• Exclude Irrelevant Placements: Use negative placements to avoid low-performing sites. 
• Improve Landing Pages: Ensure consistency between ad messaging and landing page content. 

Google Display Ads allow advertisers to reach a broad audience through targeted, visually appealing ads across 
the internet. By leveraging real-time bidding, advanced audience segmentation, and diverse ad formats, brands 
can enhance engagement, boost conversions, and improve ROI. Successful campaigns require strategic targeting, 
data-driven optimizations, and continuous performance tracking to ensure effective ad spend. 

 

 


