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Google and Apple: Best Frenemies Forever

Summary: Technology giants Google and Ap-
ple continue to move into each other’s core busi-
ness areas. They are also beginning to show op-
posing philosophies, including open (Google) 
vs. closed (Apple) development platforms 

and applications (Apple) vs. mobile Web sites 
(Google) as ideal product formats. But perhaps 
their biggest battle will be for dominance of 
what BIA/Kelsey projects will be a $3.1 billion 
mobile ad market by 2013. 

iWar 
There are increasing points of friction between 
technology giants Google and Apple. Some have been 
exaggerated in the tech media, but the fact remains that 
the two companies continue to move into each other’s 
core business areas. 

This includes music, video, delivery of content to 
television sets, and most of all mobile. Their views differ 
on how mobile products and connected experiences 
should be accessed. Apple is working to create an 
application-centric world, while Google’s core search 
business drives it to push for a mobile world where the 
browser is the front door. 

It’s a battle for who shapes the ways we access and 
consume mobile media. And the stakes include what 
BIA/Kelsey projects will be a $3.1 billion mobile ad 
market by 2013. 

The companies’ power struggle recently culminated 
with the April introduction of Apple’s iAd mobile 
advertising platform. In support of an app-centric 
mobile world, Apple CEO Steve Jobs couldn’t resist a 
jab during the platform’s unveiling. 

“When you look at ads on a phone, it’s not like a 
desktop,” he said. “On a desktop, search is where it’s at. 
But on mobile devices, that hasn’t happened. Search is 
not happening on phones; people are using apps. And 
this is where the opportunity is to deliver advertising.”

Shots Fired
Stepping back, Apple initially entered Google’s territory 
with its January acquisition of mobile ad network 
Quattro. The move positioned Apple for the first time 
to provision advertising and served as the basis of what 
would later become iAd.

It also placed Apple squarely in competition with 
Google, which has been gearing up its own efforts to 
extend its online paid search business to the mobile 
device. Seeing all this coming, Google Chairman and 
CEO Eric Schmidt resigned his longstanding seat on 
Apple’s board of directors last August.

Google then launched Nexus One, the first Android 
handset, which Google designed and sold directly to 
consumers. It was a clear step into Apple’s territory as it 
replicated Apple’s product model.

Apple’s advantage with the iPhone, for example, is 
to build a device that takes advantage of the vertical 
integration of hardware and software under one roof.  

While Android can scale to a greater degree with 
an open platform (around which third-party OEMs 
can build devices), the end product generally isn’t as 
elegantly designed. With Nexus One, however, Google 
gained this vertical integration. 

Apple’s and Google’s differing philosophies on open 
vs. closed platforms also extend beyond the operating 
system to include the software development environment. 
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Developers of Android apps have far fewer restrictions 
than those working to build iPhone apps. 

Apple’s quality standards conversely require stringent 
control over third-party software and apps. This again has 
design and quality advantages, while Android reaches a 
broader addressable market with a more open strategy.  

This may sound familiar. With many of the Apple vs. 
Google differences in strategy, it’s Apple vs. Microsoft 
all over again, but without wires.

The Ad Front
Google and Apple continue to develop their efforts on 
all these fronts. The biggest area of competition could 
be their respective claims of market share for mobile ad 
spending. And a large piece of this pie will be locally 
targeted ads, given the mobile device’s portability and 
location targeting capabilities.

In April Apple unveiled its long awaited iAd 
platform — the culmination of its acquisition and 
integration of mobile ad network Quattro. It’s a bold 
but logical platform for building, distributing and 
displaying mobile ads. 

Seeing its merits requires stepping back to the broader 
apps vs. mobile Web debate. For developers, there are 
advantages in creating mobile Web sites, including cost, 
compatibility and avoiding the hassle of building apps 
across platforms. 

But the downside is missing out on apps’ greater 
functionality and integrated experience. Along these 
lines, iAd now adds another advantage to the apps 
column by giving developers an attractive format for in-
app advertising. 

Specifically its deep integration with the device and 
operating system allows iAd to create ads that act like 
apps. This means utilizing native capabilities of the 
phone like GPS and accelerometer. 

By clicking banner ads, users can launch rich 
functionality within the app rather than being redirected 
somewhere else to do so. Movie banner ads, for example, 
will launch games, trailers, promotions, interactive 

menus and maps to the closest theaters.
Previously, the app was closed and the user was ushered 

over to the browser where a landing page offered a brand 
message or additional calls to action. This cumbersome 
user experience degrades the level of engagement.

The functionality to build ad units that reside wholly 
within the app is an advertiser-centric move (more 
interactive ads), a user-centric move (less bouncing 
around) and a developer-centric move (keep users 
within the app longer).

Ads That Don’t Suck
As Jobs explained during the iAd launch, such 
functionality offers a way for developers of free 
apps to make money. It also has a certain one-stop-
shop appeal, eliminating the need for developers to 

iAd in Action
SOURCE: WWW.MONTE.DE (2010) 
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separately join a mobile ad network.
“We have a lot of free or reasonably priced apps. We 

like that, but our developers have to find ways to make 
money,” said Jobs. “So [they’re] putting ads into apps, 
and for lack of a better way to say it, we think most of 
this kind of advertising sucks.”

The idea is that this will let publishers better monetize 
their apps with greater session lengths and higher levels of 
engagement for the ads that reside within those apps. 

But the subtext is that it’s also a way for Apple to 
discover a new and exploding revenue stream. The 
math goes something like this: The average iPhone or 
iPod touch user spends 30 minutes per day with apps. 
Ads displayed every three minutes would equal 10 ads 
per device and 1 billion ads overall per day.

Apple will host and sell the ads and take a 40 percent 
revenue share; the rest goes to the app developer or 
publisher. Little was revealed about how the company 
will set itself up to sell (and/or approve) advertising, but 
this should come to light soon.

Ads like this have been partially held back by 
technical bottlenecks like GPS ubiquity. But it’s also 
Madison Avenue’s latency in wrapping its collective 
brain around mobile. If there is a company that can get 
Madison Avenue to “think different” about ads that are 
more logical for a new kind of device (not a computer), 
it’s probably Apple.

The iAd platform will start out with 
such large brand advertisers and agencies, 
given the financial and creative hurdles 
required to participate. However, like 
many other things, we believe it will 
move down market. Self-serve tools and a 
value chain of resellers will form to create 
simplicity and affordability for smaller 
advertisers. Apple, in turn, will be able to 
reach the long tail of mobile ad revenues. 
The local targeting and integrated 
mapping of iAd will likely make it a good 
fit for local advertisers. 

Google: Keeping It Simple
Analogous to Apple’s closed (quality) vs. Google’s 
open (scalability) strategies for their respective mobile 
operating systems, Google arguably isn’t building the 
quality engagement levels that iAd is. 

But its mobile ad efforts could have larger market 
potential. Its goal is to transition its many existing online 
paid search advertisers into mobile, so it has included 
check boxes in AdWords to add mobile distribution in 
very simple terms. 

Simplicity is the basis of its strategy, so choices thus far 
are limited to placement in search and contextual ads on 
different carrier networks and smartphone platforms.

Though its goal is simplicity, we believe Google will 
integrate options for more granular targeting (location, 
demographic, contextual, etc.) as advertiser comfort 
levels develop. 

Google is capable of these levels of granularity but 
doesn’t want to scare away advertisers by creating 
complexity. At the early stages of mobile advertising 
adoption, this is a prudent strategy. 

Google’s strategy has been illustrated by its recently 
launched pay-per-call ads program. True to most high-
end smartphones, users tap phone numbers to activate a 
call. But now, some numbers in Google sponsored links 
are monetized on a per-call basis.

Mobile Joins AdWords
SOURCE: GOOGLE (2010)
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The idea is that click-to-call makes a lot of sense in 
mobile. From a user perspective, it’s more integrated, 
given that the mobile device is, after all, a phone. 
From an advertiser perspective, calls from on-the-go 
mobile users can be valuable. This is especially true 
in certain advertiser categories that prefer phone 
calls over clicks, such as trade services or those 
booking appointments by phone. Calls can also carry 
a premium in categories where there are high-value 
leads, such as autos.

But businesses that opt in for this program will get a 
bargain because Google is charging the equivalent rate 
per call as clicks generated from the same ads. This goes 
back to the simplicity point.

“It’s probably a bargain for advertisers in many 
verticals who pay a lot more for phone leads,” Google 
Product Manager Surojit Chatterjee told us. “But we 
wanted to keep it simple. If you have a local ad with 
AdWords, it’s easy to turn on the click-to-call link for 
high-end mobile devices like Android and iPhone.”

Walk the Line 
As mentioned, simplicity will give way to advanced 
mobile targeting potential, as advertiser learning curves 
develop. But it will also happen via the evolution of 
Google’s own targeting capabilities, which have grown 
with its acquisition of AdMob. AdMob will bring more 
display advertising (in addition to Google’s strength in 
text advertising) and distribution. 

The added distribution is a function of AdMob’s 
strong network among app publishers on both iPhone 
and Android platforms. The broader placement of 
banner ads throughout AdMob’s network — something 
Google wouldn’t likely build on its own — joins 
sponsored text ads on Google mobile searches (of 
which the pay-per-call program is a part). Google also 
serves contextually relevant ads on mobile Web pages 
that have joined its AdSense for mobile network. As it 
does online, Google gives mobile publisher partners 68 
percent of ad revenues. 

The success of any publisher will result partly from 

ad fill, which will be a function of Google’s ability to 
sell mobile ads. The strategy outlined above puts it in 
a strong position to scale its mobile ad sales in a similar 
fashion to its online PPC success. 

Final Thoughts: Just the Beginning
Whatever label is accurately fixed to Google and 
Apple’s relationship, it is clear competition will 
continue to escalate. 

The latest move is Apple’s addendum to its software 
development kit terms of service. It has specified that 
it will bar any advertising network from operating 
within iPhone apps that are not “independent,” which 
translates to advertising networks that are part of a 
larger organization or holding company. A company 
that falls under this definition is AdMob, which is now 
wholly owned by Google. 

It’s clear that the terms of service addendum is a 
direct shot at Google and to AdMob’s longstanding 
and wide reaching positioning in the app ecosystem. 
Many, however, argue that Apple sometimes doesn’t 

Google Pay-Per-Call
SOURCE: GOOGLE (2010) 
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enforce certain terms of service but rather uses them as a 
reservation of rights. 

Others believe this particular rule is unenforceable 
under antitrust laws. After the Federal Trade Commission’s 
well-publicized scrutiny of Google’s AdMob acquisition, 
an outcry has resulted to now turn attention to Apple.

It’s unclear what will transpire, but the fate of 
Google’s addressable market and broader positioning 

in mobile advertising hangs in the balance. The path by 
which Apple and Google slowly move from friends to 
frenemies to full-blown enemies could also be forged 
more definitively. 

Meanwhile, each company is well positioned to 
be a leader in mobile advertising and to be the central 
component of separate supporting ecosystems that will 
grow immensely in the coming months and years. MLM


