
Local Case Study: Marchex 

Summary: Local online advertising company 
Marchex has made a series of moves over the past 
18 months to build its content network and search 
marketing services. In doing so, the company has 
positioned itself to place advertising throughout 
a proprietary network of vertical and geographic 
niches, as well as search engines and online pub-
lisher partners. To reach local advertisers more ef-
fectively, Marchex has also formed sales channel 
relationships with such partners as AT&T and its 
Yellowpages.com subsidiary to utilize their feet 
on the street to resell online ads. Marchex also 

recently purchased call tracking firm VoiceStar, 
which will allow it to more effectively generate 
phone leads for small and medium-sized busi-
ness advertisers in addition to clicks. Through all 
these moves, the company has improved its abil-
ity to reach, and deliver returns to, local adver-
tisers. But given its multifaceted business model, 
there has been some confusion in the mainstream 
media and business environments about the com-
pany’s big picture. This Advisory ventures to out-
line Marchex’s business model and put its market 
positioning into perspective.

SEM and SEO: The Centerpiece
Marchex, a Seattle-based local online advertising 
company, was launched in 2003 and went public in 2004. 
The company has since more than tripled its annual 
revenues, from $43.8 million in 2004 to $139.4 million 
in 2007. Central to Marchex’s business model is online 
search marketing services for small businesses. This sizable 
opportunity has been discovered by a handful of companies 
that focus on the local online advertising space, including 
Matchcraft, WebVisible, Yodle and OrangeSoda.

The opportunity here is to provide search marketing 
fulfillment services for the small and medium-sized 
business market, which is not only large, but also 
largely in need of service. The underscoring reality is 

that a majority of SMB advertisers are neither inclined 
nor able to sign up for and manage search marketing 
campaigns on their own.  

Google’s pervasive AdWords search engine marketing 
platform reaches only a small portion of the SMB 
market, which is characterized by technically proficient 
businesses that have time or money to put toward 
campaign management. SEM resellers expand this 
addressable market to include those that are interested in 
paid clicks but are unable to self provision, in some cases 
because of resource constraints. 

Yellow Pages and newspaper sales organizations 
meanwhile find their SMB advertisers increasingly 
asking for search-based marketing packages. Both 
industries are interested in taking advantage of the 
growth in online advertising to compensate for the 
slowing growth of their core print products. 

From this, a movement is growing for Yellow Pages 
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and newspapers to execute better cross-platform sales 
strategies and deliver leads to their advertisers in 
multiple forms. The opportunity here is also to capture 
the roughly two-thirds of the SMB marketplace that 
traditionally hasn’t advertised in Yellow Pages because 
it is cost prohibitive or not of interest.

Marchex and other third-party firms have stepped 
in to fulfill the SEM campaigns that the Yellow Pages 
and newspaper channels are increasingly selling. Once 
sold, the torch is passed from the sales representative to 
the SEM firm to accomplish the integral and involved 
process of search marketing fulfillment. 

SEM fulfillment includes buying keywords, writing ad 
copy, developing a search engine optimization strategy for 
a Web site or landing page, and reporting performance 
to SMBs in ways they understand. Third-party firms 
accomplish this with search marketing campaign 
optimization that is specific to local (see TKG 2007 three-
part Advisory series, “Selling SEO and SEM”).

Building Out the Channel
To reach the SMB marketplace, Marchex has formed 

many channel partnerships with sales organizations 
that can resell its search marketing services. 

Most notable is its relationship with AT&T and 
its online directory, Yellowpages.com. In October 
2007, the company announced a four-year extension 
of the relationship, which provides its SEM placement 
services (MarchexConnect). AT&T sales reps resell 
these services under the banner of YPClicks and Search 
Engine Solutions.

“For some time, we’ve been working closely with 
AT&T and Yellowpages.com to enable their advertisers 
to appear in relevant local results in Google, Yahoo! 
and others as well as our own Web sites,” says Marchex 
spokesperson Mark Peterson. “They have more than 
5,000 local search professionals, so they are going to 
be on the street selling local search product under the 
name Search Engine Solutions and YPClicks.”

This is just one example of Yellow Pages and 
newspaper publishers beginning to sell online advertising 
in earnest. In this case the MarchexConnect platform is 
white labeled, so AT&T can re-brand it and maintain 
“ownership” of the advertiser relationship, which is 
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generally very important to Yellow Pages companies. 
In total, Marchex has formed relationships with 

more than 100 local advertiser aggregator partners, 
including Comcast, The Berry Co. and The Cobalt 
Group, through which, it has 55,000 local advertisers.

Local/Local vs. National/Local
In addition to SMBs, there is also a sizable opportunity 
to place advertising for large companies interested in 
local targeting. Marchex is among the companies in the 
local space that have taken this to heart, and it continues 
to build out capability to target national advertisers 
interested in local.

“Local is a collection of verticals, and we are seeing 
good traction within certain verticals,” says Peter 
Christothoulou, Marchex’s chief strategy officer. “Autos 
is one example. Real estate is another. Consequently, 
those are the categories that include large advertisers 
looking to target locally. Those that have national 
footprints are the ones we’ve seen the most interested.” 

Marchex currently has about 60 sales reps who sell 
directly to large national accounts, including Cox Auto 
Trader Publishing, Roto-Rooter, Geico, Radisson, 
Carnival Cruise Lines and MSN Autos. It also works 
with nationally focused agencies such as Avenue A/
Razorfish and Reprise Media.

“We have an agency business here that works with 
the large accounts — everyone from Nordstrom to 
REI,” says John Keister, Marchex’s president and chief 
operating officer. “Roto-Rooter is an example of an 
account that we do manage hands on because they have 
a lot of money to spend.”

As it goes in the SEM business, there is a sliding scale 
of ad budgets that determines the manual resources 
to put against campaign fulfillment. For accounts of 
less than $500 per month, the industry standard is 
guaranteed clicks packages that are easy to digest for 
the SMB advertiser. 

Then there is a middle tier, in the range of $500 to 
a few thousand dollars per month, that involves more 
variable or budget-based campaigns. At the highest 

level — generally above $5,000 per month — Marchex 
takes more of an agency approach with considerable 
manual resources and personal attention.  

“The larger guys have been buying Internet 
advertising for 15 years, so they’re more sophisticated 
and want to track more things such as how many people 
visited their Web site and when,” says Keister. “Those 
things aren’t going to be as relevant to a plumber, but it 
is relevant to Nordstrom.”

This is a growing opportunity as more national 
advertisers see the ability to target locally relevant 
content. So far, Marchex’s local content network has 
been a go-to venue for this inventory because of its 
size and local relevance, and it should continue to gain 
awareness among national advertisers and agencies. 

The Network Effect
The creation of Marchex’s local content network has 
given it valuable local ad inventory to sell through the 
aforementioned channels. The company took a big step 
forward in June 2007, when it announced the launch 
of 100,000 local search sites. Along with its third-party 
syndication partners, this brings Marchex’s total content 
network to 150,000 local Web sites that account for 26 
million unique monthly users. 

“In SEM fulfillment you can go to search engines 
and premium publishers, but you may not get all the 
targeted local traffic you need for a campaign,” says 
Keister. “That’s where our proprietary network comes 
in; we can do a very good job fulfilling campaigns 
because we can supplement with our own traffic.”

The newest properties in this network include niche 
domains in key vertical and geographic areas such as 
bayareahotels.com or newyorkdoctors.com. They also 
include ZIP code sites (i.e., 90210.com) that cover 96 
percent of U.S. ZIP codes.

Such direct navigation geodomains (generally 
recognizable URLs that users type directly into 
navigation bars) are largely known for lacking content 
and features. The difference in Marchex’s network 
will be its content-rich strategy, which it backs up by 
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claiming 1 billion pages total pages, 15 million business 
listings, 20,000 categories and 50 million quarterly 
revenue generating events. 

Bringing this together is Open List, which Marchex 
acquired in May 2006 for $13 million. Open List’s 
ability to aggregate and summarize local ratings and 
reviews will be a key tool in executing this content-
centric strategy, according to Keister.

“Anyone can create a local destination built around 
local listings data,” he says. “It’s the user-generated 
reviews that are the hard part, which everyone wants 
because they are scarce. But a technology like Open 
List brings them together, and the sources of those 
reviews are happy to give them up because it’s added 
distribution for them.”

Beefing Up
Over the past six months, we’ve seen a clear increase 
in local content distribution deals being formed, and 
Marchex has been no exception. The company has been 
able to build upon Open List content with additional 
listings and reviews from local sites such as Citysearch 
as well as directory publisher Idearc Media. These 

partners get additional distribution for their advertisers, 
while Marchex gets more content and advertising. 

Last week, Marchex added six new local vertical content 
partners to the mix. The new relationships add 5 million 
ratings and reviews to Marchex’s network, bringing its 
grand total to 8 million. Its new partners are: 

• Yelp: The social networking and user review site 
will provide more than 2.5 million reviews covering 
the gamut of local businesses, from restaurants to 
spas to dentists to mechanics. Yelp had more than 
9 million unique visitors in March.

• Avvo: The rating service profiles hundreds of 
thousands of attorneys using state courts and 
bar associations, Web sites, user reviews, and 
attorneys themselves. Avvo will provide Marchex 
with thousands of new ratings and reviews.  

• HealthGrades.com: Under expansion of an existing 
relationship, this health ratings organization will 
offer Marchex more than 750,000 physician listings 
and 5,000 hospitals.

• Lilaguide.com: The local parenting resource will 
provide Marchex with more than 150,000 reviews 
and recommendations for local shopping, baby 
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gear, activities, restaurants and day care. 
• Restaurant.com: The online dining resource will 

offer reviews, restaurant photos, wine lists, menus 
and gift certificate for thousands of restaurants. 
Restaurant.com customers have saved more than 
$50 million through its gift certificate program. 

• Gusto.com and Urbanspoon.com: These restaurant 
and travel sites will provide tens of thousands of 
restaurant reviews in select U.S. markets.

The added content ties in with Keister’s comments 
about the importance of user-generated reviews 
and will accordingly enhance the user experience 
across Marchex’s large content network. Considering 
the volume of inventory available in this network, 
Marchex’s strategy will likely continue to focus on 
bringing in advertisers from various channel partners, 
as well as user-centric content to drive traffic. 

“We think the next few years are going to be big in 
terms of adding substantial aggregator relationships,” 
says Keister.

Call Tracking: Bringing It All Together
Measuring the return on investment from online 
ad spending is difficult for businesses that primarily 
conduct offline activity (the vast majority of SMBs). 

For this reason, call tracking is an important element 
of local online marketing that brings the user further 
down the purchase funnel in a more trackable way. This 
is even more relevant in trade services, where many 
merchants value a phone call more than a click.

In August 2007, Marchex took this to heart by acquiring 
pay-per-call and call tracking firm VoiceStar for $20 
million. The VoiceStar acquisition enables the company to 
increase revenues through proprietary call-based ad units 
on its network. It also adds more than 100 local advertiser 
aggregators (such as Comcast, The Cobalt Group, R.H. 
Donnelley/Dex and Yellow Book) to its existing partner 
roster (AT&T, Yellowpages.com, etc.). 

“In local, we’ll see more and more performance metrics 
over time,” says Keister. “We want to drive that, and that’s 
why we bought VoiceStar. And that’s why we believe call 
tracking and understanding what the consumer is doing 
is going to be increasingly of interest to SMBs.”

The acquisition is similar in some ways to AT&T’s 
November 2007 purchase of the Ingenio pay-per-call 
business, and both deals signal an interest in gaining the 
capability to deliver performance-based phone leads 
to advertisers. With this ability to drive calls to local 
businesses that want the phone to ring, Marchex’s value 
proposition improves.  
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“Many of the businesses we work with are service 
based, and there is no e-commerce aspect to their 
sites. The only way they can validate their business is 
through calls,” says Scott Finholm, Marchex’s vice 
president of local advertising services. “If you can get 
info from VoiceStar about this specific package that 
is sending traffic to your site, and that you have been 
delivered X number of calls this month, SMBs can 
easily understand this value and do an ROI calculation 
to see if the advertising is right for them.”

More importantly, having both calls and clicks allows 
the language and the value proposition to advertisers 
to change to delivering “leads” regardless of source. 
Finholm agrees, plotting forward the evolution of 
bundled search-based marketing campaigns that more 
effectively bolt together calls and clicks. 

“As pay-per-call matures, you can have a blended 
budget that has clicks and calls,” he says. “And if you’re 
in a perfect market, it defines what a call is worth, and 
you can really get ROI effectively because you know 
what you are paying and what you are receiving.”  

Final Thoughts: Present and Future
In Marchex’s core search marketing services, it is 
generally similar to the handful of companies that 
have developed competency in that space. Its sales 
channel partnerships with Yellow Pages publishers are 
similar to those held by competitors LocalLaunch and 
WebVisible, to name a few.

But the company in the past year has differentiated 
itself by going beyond search marketing services. The 
biggest step in this direction came with the inception 
and growth of its expansive local content network. 
Efforts to populate this network with aggregated 

listings and reviews have created further value.
As a search marketing services provider, Marchex 

has locally relevant inventory to distribute ads.  As a 
content network, the company conversely has direct 
monetization capability from the search marketing side 
of the house. On both counts, it doesn’t have to rely as 
much on third parties. 

Having both sides of this equation, in other words, 
has created a virtual one-two punch that positions 
Marchex uniquely within the local space. Backing this 
up, the company points to 5,000 new advertisers in 
fourth-quarter 2007, and it estimates 80,000 advertisers 
by 2009, an increase of 25,000 from current levels.  

We expect to see Marchex continue to form 
distribution partnerships that further populate its 
content network. In addition to a clear interest in social 
content (local reviews), this could grow to include other 
forms of emerging online media, such as local merchant 
video advertising. 

Its content deal with Citysearch, formed in February, 
is a step in this direction as Citysearch was one of the 
first local search players to produce and resell SMB 
video ads for local listings. Marchex will take a measured 
path toward this type of integration and maintain core 
functionality and good data as top priorities. 

Meanwhile, according to Christothoulou, it will pull 
in emerging online media and features for its network, 
once they have been fire tested to a greater degree.

“Video could be important to improve our content and 
user experience, but the model is still sort of TBD,” he says. 
“We care mostly about merchants getting a return on the 
money they spent, and running the best user experience. If 
video can help do that, great. But we’d rather see it prove 
out before we invest heavily against it.” ILM
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