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Summary of Testimony

Powerful techniques of data collection, analysis, consumer profiling and
tracking, and interactive ad targeting have emerged across the online venues
Americans increasingly rely on for news, information, entertainment, health,
and financial services. Whether using a search engine, watching an online
video, creating content on a social network, receiving an email, or playing an
interactive video game, we are being digitally shadowed online. Our travels
through the digital media are being monitored, and digital dossiers on us are
being created—and even bought and sold. Behavioral Targeting is expected
to become more widely used with online video, mobile phones, and online
games and social networks, further expanding its data collection and
targeting role. Such consumer profiling and targeted advertising takes place
largely without our knowledge or consent, and affects such sensitive areas as
financial transactions and health-related inquiries. Children and youth,
among the most active users of the Internet and mobile devices, are
especially at risk in this new media-marketing ecosystem.

Industry self-regulation, it is clear, has failed to offer meaningful protections
to consumer privacy. So-called “Notice and Choice,” which has been the
foundation of the self-regulatory regime, has done nothing to stem the tide of
increasing data collection and use—all without the genuinely informed
understanding and consent of users. As with our financial system, privacy
and consumer protection regulators have failed to keep abreast of
developments in the area they are supposed to oversee. In order to ensure
adequate trust in online marketing—an important and growing sector of our
economy—Congress must enact sensible policies to protect consumers.

The foundation for a new law should be implementing Fair Information
Practices for the digital marketing environment. Americans shouldn’t have



to trade away their privacy and accept online profiling and tracking as the
price they must pay in order to access the Internet and other digital media.

Chairman Boucher, Chairman Rush, Congressman Barton, Congressman Stearns,
Congressman Radanovich, and Members of the Subcommittees, I am Jeff Chester,
executive director of the Center for Digital Democracy (CDD). CDD is a non-partisan
and not-for-profit organization based in Washington, D.C. Its mission is to help
educate the public about the privacy, consumer protection, public health and
competition issues related to the new digital media marketplace. CDD, along with
our partner USPIRG, the federation of state Public Interest Research Groups, has
played a major role at the Federal Trade Commission on data privacy and online
marketing/consumer protection issues. In a series of complaints filed at the FTC in
2006, 2007 and earlier this year, CDD and U.S. PIRG pushed the commission to
address the growing threats to consumer privacy and welfare that have emerged as
a consequence of many online marketing practices, especially behavioral targeting.!
[ have worked on interactive marketing and consumer protection issues for more
than a decade. As executive director of the Center for Media Education during the
1990’s, I played a key role—along with Professor Kathryn C. Montgomery of
American University—promoting privacy safeguards for children. That work
eventually led to the passage, on a bi-partisan basis, of the Children’s Online Privacy
Protection Act of 1998 (COPPA).2

[ want to commend the leadership of both committees, on both sides of the aisle, for
their strong interest in ensuring U.S. consumers receive all the benefits of the digital
age without having both their privacy and consumer welfare placed at risk. As I will
explain in my testimony today, we are at a critical moment. Powerful techniques of
data collection, analysis, consumer profiling and tracking, interactive ad creation

1 Center for Digital Democracy and U.S. PIRG. Complaint and Request for Inquiry and Injunctive Relief
Concerning Unfair and Deceptive Online Marketing Practices. Federal Trade Commission Filing.
November 1, 2006 [Online]. Available at:
http://www.democraticmedia.org/files/pdf/FTCadprivacy.pdf. Accessed March 26, 2009. Center for
Digital Democracy and U.S. PIRG, "Supplemental Statement In Support of Complaint and Request for
Inquiry and Injunctive Relief Concerning Unfair and Deceptive Online Marketing Practices," Federal
Trade Commission Filing, 1 Nov. 2007,
http://www.democraticmedia.org/files/FTCsupplemental_statement1107.pdf. Center for Digital
Democracy and U.S. PIRG. Complaint and Request for Inquiry and Injunctive Relief Concerning Unfair
and Deceptive Mobile Marketing Practices. Federal Trade Commission Filing. January 13, 2009
[Online]. Available at:
http://www.democraticmedia.org/current_projects/privacy/analysis/mobile_marketing. Accessed
March 23, 2009.

2 For a detailed case study of the campaign to pass COPPA, see Chapter 4, “Web of Deception,” in
Kathryn C. Montgomery, Generation Digital: Politics, Commerce, and Childhood in the Age of the
Internet (Cambridge, MA: MIT Press, 2007). I have continued to follow online marketing
developments closely, including for my book, Digital Destiny: New Media and the Future of Democracy
(The New Press, 2007).



and targeting have emerged across the online venues Americans increasingly rely
on for news, information, entertainment, health, and financial services. Whether
using a search engine, watching an online video, creating content on a social
network, receiving an email, or playing an interactive video game, we are being
digitally shadowed online. Our travels through the digital media are being
monitored, and digital dossiers on us are being created—and even bought and sold.
As BusinessWeek journalist Stephen Baker observed in his recent book, The
Numerati, in his discussion of the behavioral advertising industry, “Late in the past
century, to come up with this level of reporting, the East German government had to
enlist tens of thousands of its citizens as spies. Today we spy on ourselves and send
electronic updates minute by minute.”3

Online Behavioral Targeting

Americans do not know much about what the industry calls the new “media and
marketing ecosystem.” The forms of advertising, marketing and selling that are
emerging as part of the new media depart in significant ways from the more familiar
commercial advertising and promotion we have seen in television, for example. In
today’s digital marketing system, advertising, editorial content, data collection,
measurement, and content delivery are increasingly intertwined. As a major
advertising industry report on the future of marketing in the digital era explained,
“The influx of data into marketing has been one of the biggest changes to players
across the landscape.... Advertising strategies, campaigns, and distribution are
increasingly based on predictive algorithms, spreadsheets, and math.... Every Web
page’s individual views, every word typed in a search query box (also known as the
‘database of consumer intentions’), every video download, and even every word in
an e-mail may create one more data point that a marketer can leverage and use to
more precisely target the audience....”*

Specifically, few U.S. consumers understand the power and intent of behavioral
targeting, which, notes eMarketer, “segments the audience based on observed and
measured data—the pages or sites users visit, the content they view, the search
queries they enter, the ads they click on, the information they share on social
internet sites and the products they put in online shopping carts. This data is
combined with the time, length and frequency of visits.... Behavioral targets people,
not pages. That is, behavioral uses the actions of a person to define its target, unlike
contextual targeting, which serves ads based on a page’s contents.... Behavioral
information can also be merged with visitor demographic data—such as age,
gender, and ZIP code.... Whether tracked by cookies or ISPs, the sort of user data

3 Stephen Baker, The Numerati (New York: Houghton Mifflin Harcourt, 2008), p. 4.

4+ Edward Landry, Carolyn Ude, and Christoper Vollmer, "HD Marketing 2010: Sharpening the
Conversation,"” Booz/Allen/Hamilton, ANA, IAB, AAAA, 2008,
http://www.boozallen.com/media/file/HD_Marketing_2010.pdf.



that builds behavioral profiles takes in search queries, Web site visits, specific
content consumed (such as clicks or playing a video), product shopping
comparisons, product purchases and items placed in shopping carts but not
bought.”s U.S. spending for BT online advertising is predicted to grow dramatically
to $4.4 billion by 2012 (up from “only $775 million in 2008”).6

It is urgent, for two critical reasons, that Congress swiftly enact legislation that helps
bring the concept of Fair Information Practices up to date in the digital age. First,
we must ensure that the freedom of all Americans is protected in the online era. We
shouldn’t sanction the creation of a surveillance society where potentially many
people—and government—can gain ongoing and comprehensive access to who we
are and what we do. Our children and grandchildren, so-called “digital natives,” are
incorporating online media into almost everything they do, such as texting friends.
We should protect their privacy and ensure we leave a digital civil liberties legacy
for future generations.

Second, consumers must be in full control of their personal data, helping empower
them as they increasingly rely on the Internet to engage in transactions, including
those involving financial products and health concerns. As with the financial sector
and a cause of the current economic crisis, regulators responsible for consumer
privacy and online transactions have failed to adequately keep up with the
directions of the marketplace—placing millions of Americans potentially at risk
when engaged with online financial services (such as mortgages and loans). This
and other hearings are essential to help inform the public that a whole new world
has emerged for consumers: marketing is now fueled by the merging of online and
offline databases, purposefully designed “immersive” interactive ad techniques,
tracking and profiling users across the Internet, and the growing use of state-of-the-
art “neuromarketing” techniques for digital marketing featuring (as Yahoo itself
described in April 2009) “brain wave measurement, skin response testing, and eye
tracking.””

5 David Hallerman, “Behavioral Targeting: Marketing Trends,” eMarketer, June 2008, pp. 2, 11.
Personal copy.

6 Hallerman, “Behavioral Targeting: Marketing Trends,” p. 1.

7 Chris Jaffe and Jill Strawbridge, “Measuring Online Ad Effectiveness Using Advanced Research
Methods,” Yahoo. Apr. 2009, L.yimg.com/a/i/us/ayc/aa_insights_advrschmeth.pdf. Microsoft,
Google’s DoubleClick, and many other digital marketing companies explain that digital marketing is
different than traditional advertising, particularly for its ability to offer animation and multimedia-
based “immersive” experiences. Such marketing techniques are designed to deeply engage the
consumer with the content of the marketing message. See, for example, Microsoft Advertising,
“Emotional Side of Digital Advertising,” Oct. 2007, http://advertising.microsoft.com/uk/Emotional-
Side-of-Digital-Adv; Microsoft Advertising, “Maximize Reach and results through Rich Media,”
http://advertising.microsoft.com/rich-media; DoubleClick, “DoubleClick Rich Media and Video,”
http://www.doubleclick.com/products/richmedia/index.aspx; Eyeblaster, “About Us,”
http://www.eyeblaster.com/Content.aspx?page=about_us (all viewed 14 June 2009). Such
techniques are tied to data collection as well.



Protecting consumer privacy online is also vital if we are to protect consumers, who
have already suffered massive financial losses and other personal hardships as a
result of the recent financial debacle (and who face other risks, such as the growth
of “ID Theft” and data security leaks). Mortgage loans, credit cards, and other
financial products for consumers were—and are—being made available through an
online marketing system that is non-transparent, unaccountable to individual users,
and unfair. The equation must be balanced: consumer autonomy and privacy that
can fairly contend with the tremendous clout online advertisers have today through
data collection, profiling and “micro-targeting.”® There is an urgency for action, as
the current economic crisis is fostering an even greater reliance on the online
medium by consumers. Google recently told advertisers in the United Kingdom that
“the slowdown will speed up consumer use of digital technology...and greater use of
the Internet.”? We will see increased consumer online activity connected to critical
financial transactions—from online shopping, banking, and bill paying to applying
for loans and mortgage—that get to the very heart of our economy.19 If we are to
protect consumers from further personal financial loss, Congress should ensure that
the online marketing system operates in a transparent and accountable manner.

[ want to be clear that our call for privacy and other consumer protection rules
related to data collection and online commerce isn’t about undermining the role that
advertising and marketing plays in our digital-based economy. Advertising and
marketing has and will continue to play a critically vital role for our digital media.
Advertising revenues are a crucial source of funding for online content. Marketing
online has enabled a “long-tail” of electronic commerce, including from small
businesses, to emerge and thrive. We should be proud of the impressive level of
technological and business innovation from this sector. My concern about the
growing threat to our privacy and related consumer protection issues stems not
from the activities of a single—or even several—major companies in this sector.
Rather, it is from the overall capability and direction of the online marketing
industry when it comes to data collection marketing practices. It is precisely to
ensure the growth of online marketing and advertising that consumer privacy must
be protected. Consumers and citizens shouldn’t be asked to agree to some form of

8 Tom Agan, “Silent Marketing: Micro-targeting,” Penn, Schoen and Berland
Associates,www.wpp.com/NR/rdonlyres/4D3A7EB2-9340-4A8D-A435-
FDA01DD134D0/0/PSB_SilentMarketing Mar07.p

9 Google, “Speeding Up in the Slowdown,” 2008, personal copy.

10 “The April 2009 “comScore State of Online Banking” report, for example, “found that the number of
online banking customers continued to grow strongly in 2008 despite the turbulent financial
environment. The growth was fueled by banks’ aggressive customer acquisition strategies and
heightened financial interest among online banking customers wanting to keep a closer eye on their
personal finances.” comScore, “Number of U.S. Online Banking Customers Continues to Grow Despite
Challenging Financial Environment,” 21 Apr. 2009,
http://www.comscore.com/Press_Events/Press_Releases/2009/4/2009_State_of Online_Banking R
eport (viewed 21 May 2009).



trade-off where they lose their privacy and protections in order to see a
marketplace financially grow. Without ensuring meaningful policies that will
promote consumer trust, online marketing in the U.S. will be undermined by a lack
of confidence.

Some in the online ad industry appear to suggest that any legislative attempt to
place consumers in charge of their online data would undermine the economic role
of the Internet media. ButI believe that by legislatively creating a system where
consumers can be assured that their data are protected and transactions are
structured to further empower them, trust and confidence in our online
marketplace will grow and thrive. I firmly believe that we can protect privacy and
also see the online marketplace and medium prosper.

Along these lines, I asked Professor Joseph Turow, Ph.D., of the Annenberg School of
Communication, University of Pennsylvania—one of the country’s leading
independent experts on digital marketing—to respond to the alarmist calls from
some industry groups about the impact of a law protecting privacy online. Professor
Turow explained that:

Far from destroying the opportunity for revenue in the digital world, a
marketplace distinguished by information transparency and customer
prerogatives can help move businesses in new, profitable directions. The
reason lies in the relation between consumer trust and the brand. It is a well-
accepted proposition that customer trust is at the core of a brand’s
profitability. In the world of material goods, customer trust primarily
centers on two attributes—the accuracy of claims about the product and
whether it works well. In products of the digital age that involve customer
data, trust centers on those two attributes as well as two others:
transparency regarding a company’s specific uses of a customer’s
information and the customer’s prerogative to include, withdraw, or
otherwise limit the use of that information. While some executives fear that
providing customers with information transparency and prerogatives will
alienate customers and reduce profits, it is highly likely that just the opposite
will happen. Moreover, an appropriate regulatory environment can
encourage a new market that helps consumers make sense of, and guide, the
streams of data about them.11

Studies Show the Public is Concerned about Privacy Online

Surveys conducted by reputable organizations have highlighted two important
findings: Consumers highly value data privacy, and consumers are confused about

11 Personal correspondence, 14 June 2009. Professor Turow is the author of several books, including
Niche Envy: Marketing Discrimination in the Digital Age (Cambridge, MA: MIT Press, 2008).



company protections of customer privacy. Few consumers really understand the
data collection system and targeted advertising environment online. The University
of Southern California’s Center for the Digital Future found in its eighth annual
“Surveying the Digital Future” project that “almost all respondents continue to
report some level of concern about the privacy of their personal information when
or if they buy on the Internet.”12 A poll from the Consumer Reports National
Research Center found “72 percent are concerned that their online behaviors were
being tracked and profiled by companies.”13 Surveys by the University of
Pennsylvania’s Annenberg School of Communication and the University of California
at Berkeley Law School’s Samuelson Law, Technology & Public Policy Clinic also
found confusion about customer data and customer privacy protections offered by
businesses.1* A 2008 Harris Interactive poll found that U.S. consumers “are skeptical
about the practice of websites using information about a person’s online activity to
customize website content.”15

AJune 2009 study from the UC Berkeley’s School of Information found that

... most of the top 50 websites collect information about users and use it for
customized advertising. Beyond that, however, most contained unclear
statements (or lacked any statement) about data retention, purchase of data
about users from other sources, or the fate of user data in the event of a
company merger or bankruptcy.

Sharing of information presents particular problems. While most policies
stated that information would not be shared with third parties, many of these
sites allowed third-party tracking through web bugs. We believe that this
practice contravenes users’ expectations; it makes little sense to disclaim
formal information sharing, but allow functionally equivalent tracking with

12 JSC Annenberg School for Communication, “Annual Internet Survey by the Center for the Digital
Future Finds Large Increases in Use of Online Newspapers,” press release, 28 Apr. 2009,
http://www.scribd.com/doc/15015797 /USC-Annenberg-School-Digital-Future-2009-Highlights
(viewed 14 June 2009).

13 Consumers Union, “Consumer Reports Poll: Americans Extremely Concerned About Internet
Privacy; Most Consumers Want More Control Over How Their Online Information Is Collected &
Used,” press release, 25 Sept. 2008,
http://www.consumersunion.org/pub/core_telecom_and_utilities/006189.html (viewed 14 June
2009).

14 Chris Jay Hoofnagle and Jennifer King, “Research Report: What Californians Understand About
Privacy Online,” 3 Sept. 2008,
http://www.law.berkeley.edu/clinics/samuelsonclinic/files/online_report_final.pdf (viewed 14 June
2009).

15 Harris Interactive, “Majority Uncomfortable with Websites Customizing Content Based Visitors
Personal Profiles,” press release, 10 Apr. 2008,
http://www.harrisinteractive.com/harris_poll/index.asp?PID=894 (viewed 14 June 2009).



third parties.16

The Evolving World of Online Marketing and Data Collection

Today, we are witnessing a dramatic growth in the capabilities of marketers to track
and assess our activities and communication habits on the Internet.1? Advertisers
and marketers have developed an array of sophisticated and ever-evolving data
collection and profiling applications, honed from the latest developments in such
fields as semantics, artificial intelligence, auction theory, social network analysis,
data-mining, and statistical modeling. Behavioral targeting (BT), the online
marketing technique that analyzes how an individual user acts online so they can be
sent more precise marketing messages, is just one tool in the interactive advertisers’
arsenal. Social media monitoring, so-called “rich-media” immersive marketing, new
forms of viral and virtual advertising and product placement, and a renewed
interest (and growing investment) in neuromarketing, all contribute to the panoply
of approaches that also includes BT. Behavioral targeting itself has also grown more
complex. That modest little “cookie” data file on our browsers, which created the
potential for behavioral ads, now permits a more diverse set of approaches for
delivering targeted advertising. We are being intensively tracked on many
individual websites and across the Internet. Behavioral targeting and related
technologies may provide “marketing nirvana,” as one company explained, but it
leaves consumers unaware and vulnerable to an array of marketing
communications that are increasingly tied to our financial and health activities.18

Advances in the capabilities of digital advertising are being made through a variety
of initiatives. For example, Microsoft has established its adLab, with offices in
Beijing, Redmond, Washington, and other locations, to work on behavioral targeting
and other techniques. Yahoo! Labs in Bangalore works on a number of topics
related to “advertising sciences.” Google and the leading global advertising
company WPP just established a grant program for academics to “to improve
understanding and practices in online marketing.”19

16 “Consumer Advocacy Group Comments In the Matter of a National Broadband Plan for Our Future,”
Center for Digital Democracy, Privacy Rights Clearinghouse and U.S. PIRG, FCC Docket 09-51, June
2009, http://www.democraticmedia.org/node/405 (viewed 14 June 2009).

17 For a useful online illustration on the data collection and targeting capabilities of online ad
networks, see Advertising Age’s “Ad Networks+ Exchanges Guide. 2009.
http://brandedcontent.adage.com/adnetworkguide09/lobby.php?id=2 (viewed 14 June 2009).

18 “The Rise of On-site Behavioral Targeting,” http://www.omniture.com/offer/281 (viewed 14 June
2009).

19 Microsoft, “adCenter Labs—Innovations in Digital Advertising,” http://adlab.microsoft.com/;
.Yahoo! Labs Bangalore, “Advertising Sciences,” http://bangalore.yahoo.com/labs/asceinces.html;
“Google and WPP Marketing Research Awards Program bestows 11 grants,” press release, 18 Mar.
2009, http://www.wpp.com/wpp/press/press/default htm?guid=%7Be0af399a-8450-408c-8ba8-
c35d31dae88c%7D. Advances in digital advertising, including through data mining, artificial



One of the not-so-subtle ironies of the debate about behavioral advertising and
privacy is that when marketers are grilled by regulators, they claim BT isn’t really
targeted to an individual and is relatively harmless. But what they tell each other
reveals a medium with a powerful punch. The U.S. Interactive Advertising Bureau,
the industry’s principal trade and lobbying group, defines behavioral targeting as “A
technique used by online publishers and advertisers to increase the effectiveness of
their campaigns. Behavioral targeting uses information collected on an individual's
web browsing behavior such as the pages they have visited or the searches they have
made to select which advertisements to be displayed to that individual. Practitioners
believe this helps them deliver their online advertisements to the users who are most
likely to be influenced by them.”20

Among the many companies harnessing the power of behavioral targeting to fuel
their online ad efforts is Yahoo! In a 2007 presentation to UK advertisers, Yahoo
touted its behavioral targeting as a form of “intelligent user profiling.” Explaining
that it captures user “DNA” from “registration and behaviours” (including online
activities such as page views, ads clicked, search queries, and search clicks), Yahoo
uses this information to fuel its behavioral targeting. Behavioral targeting company
Audience Science acknowledges the “massive amounts of data” it has available “to
gain consumer insights on an individual level.”21

In addition to targeting users on individual websites, BT also permits tracking of
individual users across hundreds or more sites. Called retargeting, one company
specializing in that approach explains it is “able to deliver your message to visitors
after they have left your site as they surf the Web. Your ads will appear to them as they
surf their favorite internet sites—everything from popular news sites, social
networking sites, to various blogs and informational sites. These are not pop-ups; these

intelligence, and social media “sentiment” analysis, are supported by online marketers such as
Microsoft, Google, and Yahoo, at various specialized academic conferences. See, for example, the
upcoming Third Annual International Workshop on Data Mining and Audience Intelligence for
Advertising,” 28 June 2009, in Paris, http://adlab.microsoft.com/adkdd2009/ (all viewed 14 June
2009).

20 Interactive Advertising Bureau, “Glossary of Interactive Advertising Terms v. 2.0,”
http://www.iab.net/media/file/GlossaryofInteractivAdvertisingTerms.pdf. The US IAB counterpart
in the United Kingdom defines behavioural targeting as “A form of online marketing that uses
advertising technology to target web users based on their previous behaviour. Advertising creative
and content can be tailored to be of more relevance to a particular user by capturing their previous
decision making behaviour (eg: filling out preferences or visiting certain areas of a site frequently)
and looking for patterns.” Internet Advertising Bureau, “Jargon Buster A-D,”
http://www.iabuk.net/en/1/glossaryatod.html (both viewed 14 June 2009).

21 “AudienceScience CEO Hirsch Says Real-Time Bidding Enables True Value in Media,”
AdExchanger.com, 13 Mar. 2009, http://www.adexchanger.com/ad-networks/behavioral-targeting-
audiencescience/ (viewed 14 June 2009). For more examples of behavioral marketing practices, see
my blog: http://www.democraticmedia.org/jcblog/?cat=37.



are advertisements that customers would normally see as they visit these webpages;
only instead of a random ad being displayed, a targeted ad specifically for them will be
shown. Think of it as following a customer out the front door of your store and asking
if they saw the sale rack on the back wall. You appear to them again in the right
place—at the right time. You will stay top of mind and customers will come back to
your site and purchase.”??

The use of retargeting also raises issues related to potential price discrimination,
where certain consumers are offered “better deals” because they are seen as more
long-term, lucrative customers. In recent presentations, Datran Media explained
that it matches “verified offline demographic and lifestyle data with millions of
online users” to deliver its targeted advertising.23 But it also noted that for
“Retargeting, Not all customers are equal,” describing one consumer in a “low
income bracket” who spends only $24.00 over an eight-month period versus
“Customer Type B” in the “middle income bracket,” who spends $140.00 over three
years.” Such a system—where one user is determined through a variety of variables
to be a better prospect than another and is offered different deals—raises a number
of concerns about accountability, transparency, fairness, etc.24

Behavioral targeting is growing. A recent study by Datran Media, which “surveyed
more than 3,000 industry executives from Fortune 1,000 brands and interactive
agencies, found that 65% of marketers use or plan to use behavioral targeting.”2>
More than half of the 1,200 marketers surveyed by Marketing Sherpa said they
would increase their spending for behavioral targeting in 2009.26 BT is expected to
become widely used with online video, mobile phones, and online games and virtual
worlds, further expanding its data collection and targeting role.2”

22 Fetchback, “Retargeting,” http://www.fetchback.com/retargeting.html (viewed 14 June 2009).

23 Scott Knoll, “The Future of Behavioral Targeting,” 18 Dec. 2008, http://s3.amazonaws.com/thearf-
org-aux-assets/downloads/cnc/online-media/2008-12-18_ARF_OM_Datran_Media.pdf (viewed 14
June 2009).

24 Knoll, “The Future of Behavioral Targeting.” See also “Always Make a Good Impression:
Understanding Household & Behavioral Targeting to Maximize Your Media Buys,” 1 Oct. 2008,
http://success.datranmedia.com/webinars/ (viewed 15 June 2009)

25 “Datran Media Announces Third Annual Marketing Survey Results,” press release, 27 Jan. 2009,
http://corporate.datranmedia.com/newsandpress/press.php?id=01272009 (viewed 14 June 2009).

26 Marketing Sherpa, “New Data: Year-End Survey Shows ROI and Budgets by Tactic,” 4 Feb. 2009,
http://www.marketingsherpa.com/article.php?ident=31037 (subscription required). Nearly half in
this survey said they would spend more on ads fostering greater interactivity (so-called “rich
media”).

27 “Behavioral Targeting Ad Spend Poised to Grow, with Help from Online Video” Marketing Vox, 23
June 2008, http://www.marketingvox.com/behavioral-targeting-ad-spend-poised-for-growth-with-
help-from-online-video-039399/; “Yahoo to Bring Behavioral Targeting to Mobile,” Marketing Vox,
21 May 20009, http://www.marketingvox.com/yahoo-to-bring-behavioral-targeting-to-mobile-
044141/; “Behavioral Targeting in Second Life,” Advertising Lab, 28 Apr. 2007,

10



The Role of BT in Finance

Perhaps the most cautionary tale about the need to protect consumer privacy online
arises when examining the role of online advertising and the financial market. By
2011, 101 million adults will be banking online—many even using their mobile
devices to engage in personal financial transactions.28 As evidence of the plight
Americans feel today about their financial losses, it is perhaps telling to examine
how the crisis has effected what they are searching for online. According to online
market research company comScore, last December there were “searches using the
term ‘unemployment’ (up 206 percent to 8.2 million searches) and ‘unemployment
benefits’ (up 247 percent to 748,000 searches)... terms relating to personal asset
situations, including ‘mortgage’ (up 72 percent to 7.8 million searches), ‘bankruptcy’
(up 156 percent to 2.6 million searches), and ‘foreclosure’ (up 67 percent to 1.4
million searches).”29

During the height of the housing boom, the top-25 mortgage companies by
advertising spending dolled out enormous sums on online advertising, especially
display advertising. Four mortgage or financial companies were in the top ten of
online advertising spending in August 2007, according to Nielsen: Low Rate Source
(#1), Experian Group (#3), InterActive Corp (#4) [which then included Lending
Tree.com] and Countrywide Financial Corporation (#5).3° Consumers were faced
with increasing expenditures by mortgage and loan companies for online marketing.
For example, from 2005 to 2007, online mortgage services companies Countrywide
Financial and LowRateSource increased their online advertising spending from
$18.3 to $35.5 and $17.9 million to $51.7 million, respectively.31 Meanwhile,
mortgage companies, anxious to have a prominent place in search engine

http://adverlab.blogspot.com/2007 /04 /behavioral-targeting-in-second-life.html (all viewed 14 June
2009).

28 Lisa E. Phillips, “Banking and Bill Paying Online: Chasing Those Digital Dollars,” May 2007,
http://www.emarketer.com/Report.aspx?code=emarketer_2000412. For mobile applications, see
“Banking and Payments,” Mobile Marketer, http://www.mobilemarketer.com/cms/news/banking-
payments.html (both viewed 14 June 2009).

29 “Americans’ Online Search Behavior Points to Significant Increase in Personal Financial Turmoil,”
press release, 24 Feb. 2009,
http://www.comscore.com/Press_Events/Press_Releases/2009/2/Economic_Search_Terms (viewed
14 June 2009).

30 “Nielsen/Netratings Reports Topline U.S. Data for August 2007,” www.nielsen-
online.com/pr/pr_070910.pdf; Peter Kafka, “What Mortgage Crisis? Financial Ads Keep Pouring
Online,” Silicon Alley Insider, 10 Sept. 2007, http://www.businessinsider.com/2007 /9 /what-
mortgage-c (both viewed 14 June 2009).

31 Nielsen/NetRatings Report, Top 10 Advertisers by Estimated Spending, December 2006; April
2007; and August 2007.
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advertising, bid up search terms like “refinancing mortgage” and “mortgage
refinance.” Among the “highest paying keywords” for Google in 2006 involved
mortgage related inquires, with the “most aggressive users of keyword advertising”
done by “asbestos lawyers, ambulance chasers, and mortgage brokers.”32

The role of online lead generation (so-called “trigger leads”) and the use of
behavioral targeting for mortgages and other loans represent a potentially critical
threat to the privacy of digital consumers, whose data are used without their clear
understanding, let alone control, of such surveillance. For example, Lightspeed
Research promises marketers a “full wallet view across customers’ many financial
services relationships,” providing “unparalleled insight into consumers’ use of
credit, debit, banking and alternative payment products. We passively gather
information from their financial accounts and merge it with third-party behavioral
datasets, survey-based attitudinal insights, and industry expertise.”33 Such
commingling of online and off-line data, providing veritable strip searches of
consumers’ economic status and marketplace behavior, has become commonplace,
thanks to companies such as Targusinfo. “With the largest repository of US offline
consumer information,” the company declares, “Targusinfo is uniquely positioned to
take online targeting to the next level.... Its data repository is updated ten times
daily and incorporates millions of data points across more than 100 dynamically
changing data sources.”34 “...Targusinfo has built a foundation of data from the
nation’s telecommunications providers,” the company admits, “making our
information exceptionally precise, relevant and actionable. Drawing from a
proprietary network of more than 90 data sources, Targusinfo uses patented
processes to link together the most complete and accurate name, address and phone
data possible.”3> So-called “trigger leads,” part of the online industry’s “lead
generation” business, are also a part of the online ad environment, giving marketers

32 Financial services companies were reported to having “doubled their spending on Internet
advertising during the past four years,” with predictions of further significant increases. “Online
Spending to Balloon at Financial Co.s,” Mortgage Advertising Insider, 5 June 2007,
http://www.mortgagedaily.com/NewsAlertArchives/AdNewsletter060507.html; Bernstein Research
estimated 30 percent of online ad spending for 2008 would from finance, real estate ad insurance.
Laurie Sullivan, “Bernstein: Online Ad Revenue To Grow,” Online Media Daily, 11 Aug. 2008,
http://www.mediapost.com/publications/?fa=Articles.showArticle&art_aid=88244 (both viewed 14
June 2009); “Most expensive Google ad keywords listed.” Cory Doctorow. Boingboing.com. 26
March 2006. http://www.boingboing.net/2006/03 /26 /most-expensive-googl.html (viewed 16 June
2009).

33 Lightspeed Research, Financial Services Brochure,
http://www2.lightspeedresearch.com/uploads/Financial_Services_Brochure.pdf (viewed 22 May
2009).

34 Targusinfo, “Taking Online Targeting to the Next Level,” Mar. 2009,
http://marketing.targusinfo.com/AdAdvisorLearningCenter.html (viewed 22 May 2009).

35 Kim Garner, “How to Master Customer Acquisition: On-Demand Lead Scoring,” Apr. 2008,
http://www.targusinfo.com/documents/LeadScoring.pdf (viewed 22 May 2009).
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the ability to target consumers based on the financial activity at “near real time
speed and precision.”36

Omniture, an online marketing and Web analytics company that has worked with
some of the largest subprime lenders in the mortgage industry, including
Countrywide Financial, is a leader in behavioral targeting. Through its “foundational
product,” SiteCatalyst, the company provides “actionable, real-time intelligence”
about the online behavior of users visiting their websites.3” Omniture’s use of
behavioral targeting illustrates how this powerful approach is different from more
traditional direct marketing. It explains that

On-site Behavioral Targeting leverages highly automated technology that
takes advantage of the same Web analytics data you are most likely already
collecting, such as referring site, referring search engine and keyword
phrase, time and day of visit, machine properties such as IP address and
browser settings, along with complete individual visitor click-stream data.
The system efficiently organizes the anonymous data to build individual
visitor profiles containing the hundreds of data variables that occur during a
visitor’s visit to a Web site, each with some small amount of predictive value.
Highly sophisticated mathematical models then interpret these variables in
real-time and assemble together their collective predictive value to
determine exactly which piece of content or promotion is most likely to
engage each visitor, and then serves that content while the visitor is still on
the site, keeping track of the entire context of each piece of served content.
The On-site Behavioral Targeting system then measures if the visitor
responded to the served content in the manner predicted. By efficiently
learning in real time from any differences between the predicted response
behavior and actual response behavior, the system continuously makes itself
smarter for the next decision....

36 See, for example, Equifax Marketing Services, “TargetPoint Acquisition,”
www.equifaxmarketingservices.com/pdfs/TargetPoint-Acquisition-F06.pdf; Equifax Marketing
Services, “High-Tech Industry,” http://www.equifaxmarketingservices.com/high-tech-industry.htm.
One online marketing explained why online lead generation (OLG) is preferable to an offline
approach: “With OLG, marketers are guaranteed to be getting new, fresh data and they don't have to
worry about its relevance—it is guaranteed to be up to date. As the data is brand-new and unique to
them, it won't have been sitting in a database for years while the person could have moved their
house, changed telephone numbers or even changed their name. And due to the rigorous data-
cleansing processes of Online Lead Generation, every lead is guaranteed to be fully contactable—
there are no ‘dead leads,” and all the contact details are fully checked.” Christopher Petix, “Economy
Calls For Online Lead Generation,” Online Media Daily, 10 Feb. 2009,
http://www.mediapost.com/publications/?fa=Articles.showArticle&art_aid=99943 (all viewed 14
June 2009).

37 Omniture, “Omniture SiteCatalyst 14: Real-Time, High-Performance Analytics & Reporting,”
http://www.omniture.com/offer/170 (registration required).
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On-site Behavioral Targeting leverages each individual Web visitor’s
observed click-stream behavior, both on the current Web visit and from all
previous visits, to decide what content is likely to be most effective to serve
to that visitor, in order to achieve a desired and measurable commercial
objective; such as increasing revenue, conversion, or click-through. It then
measures its effectiveness and reports back the lift and yield that it delivers.
On-site Behavioral Targeting is marketing nirvana in many ways, as it closes
the loop in real-time while the visitor is still on your Web site.38

Bankrate.com actively engages in behavioral targeting, explaining that “a consumer
comes to Bankrate.com and reads three home equity articles, calculates the benefits
of a home equity loan vs. a HELOC and looks at rates for a $50k home equity loan.
This consumer has shown tremendous interest and intent in securing a home equity
product. As an advertiser, you now have the ability to continue communicating with
this consumer across hundreds of web sites.”3°

Bankrate.com’s website places tracking cookies in online users’ browsers, which
then tracks pages later visited by them. Bankrate.com consumers who view “a
mortgage story, rate table, or calculator within the last 120 days will be tagged and
placed in the Mortgage Behavioral Targeting Bucket/Segment.” When such a
consumer visits a site within the Bankrate.com’s behavioral targeting network, they
will receive mortgage advertising. Bankrate.com offers behavioral targeting-
enabled services for Mortgages, Home Equity, Credit Cards, and Deposits
(CDs/Investment/Checking/Savings). In its Web page explaining “Why Behavioral
Targeting,” Bankrate.com notes that “Now you can expand upon this finite target
and follow these users with your message once they’ve left the Bankrate site, but
while they are still very much in-market...."40

The Emerging Array of Behavioral Marketing Applications, including
“Predictive” BT

BT’s ability to lock in individual users is also being fueled by connections to offline
databases, as well as other profiling technologies. For example, Acxiom, the
marketing database giant, now offers a range of targeting tools for online marketing,

38 Omniture, “The Rise of Onsite Behavioral Targeting,”
http://www.omniture.com/en/products/conversion (registration required).

39 “Behavioral Targeting FAQs,” Bankrate.com, http://www.bankrate.com/mediakit/ad-behavioral-
faqg.asp (viewed 14 June 2009).

40 “Behavioral Targeting,” Bankrate.com, http://www.bankrate.com/mediakit/ad-behavioral.asp;
“Behavioral Targeting: How Does it Work?” Bankrate.com, http://www.bankrate.com/mediakit/ad-
behavioral-how.asp (both viewed 14 June 2009).

14



»TM

including on websites, mobile phones and email.#1 It’s “Relevance-X"™ product,
Acxiom explains, allows it to leverage “our expertise in consumer information and
consumer behavioral segmentation to help marketers target and deliver
personalized advertising messages.... Relevance-X helps you deliver the right
message to the right audience where consumers are today—online.... Unlike
traditional consumer segmentation systems, PersonicX is built and applied at the
consumer household level, not at a ZIP Code™ or block group.”42

Online targeting now also involves the use by marketers of sophisticated techniques
that merge user data with information about our psychological or emotional
behaviors.*3 For example, Mindset Media “lets advertisers define their targets on 21
standard elements of personality and then reach those targets on a mass scale in
simple online media buys.... A MindsetProfile will identify the psychographics that
drive your brand, your category, and even your competitors.” Such targeting is
available over one ad network that reaches “150 million unique viewers each month
across more than 1,500 sites globally.”44

So-called “Predictive Behavioral Targeting” has emerged, which is described as a
“technology that tries to target ads not only based on people’s click behavior but
also on predictions about their interests and future behavior.” Engaging in “real-
time” data tracking and analysis, predictive BT “learns from user behavior in

realtime” and can be “exploited” for interactive marketing.#> One U.S. predictive

41 Explaining its acquisition of behavioral re-targeting company EchoTarget, an Acxiom executive
noted that the “acquisition goes beyond the current behavioral targeting paradigm to give clicks
context, leveraging the most comprehensive data assets in the industry by combining proven direct
marketing techniques segmenting individuals based on demographics, shopping patterns and
lifestyle factors with the behavioral-based approaches of online targeting.” Giselle Abramovich,
“Acxiom Enters Digital Advertising with Acquisition of EchoTarget,” DM News, 20 Sept. 2007,
http://www.dmnews.com/Acxiom-enters-digital-advertising-with-acquisition-of-
EchoTarget/article/98540/ (viewed 14 June 2009).

42 Acxiom, “Acxiom Relevance-X,”
http://www.acxiom.com/PRODUCTS_AND_SERVICES/DIGITAL/RELEVANCE-X/Pages/Relevance-
X.aspx; Acxiom, “The Power of Data: Acxiom Relevance-X Fact Sheet,”
http://www.acxiom.com/SiteCollectionDocuments/website-resources/pdf/Fact_Sheets/Relevance-
X_FactSheet.pdf (both viewed 14 June 2009).

43 For more on developments in the behavioral targeting market, see, for example, Behavioral Insider,
http://www.mediapost.com/publications/?art_type=31&fa=Archives.showArchive; other useful
sources include iMedia Connection, http://imediaconnection.com, and ClickZ,
http://www.clickz.com/ (all viewed 14 June 2009).

44 Mindset Media, “Media with Attitude,” http://www.mindset-media.com/; Mindset Media, “Our
Products,” http://www.mindset-media.com/advertisers/products/; Mindset Media, “MindsetProfile,
http://www.mindset-media.com/advertisers/products/profiles/ (all viewed 14 June 2009).

45 Predictive Behavioral Targeting, “What is PBT?” http://www.predictive-behavioral-
targeting.com/what-is-predictive-behavioral-targeting/. For an animated overview of predictive
behavioral targeting, see nugg.ad, http://www.nugg.ad/en/products/flash.html (both viewed 14
June 2009).
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behavioral marketer explained that its new “Precision Profiles” product uses “...a
wider spectrum” of data for such targeting, “including web browsing, ad interaction,
search and shopping behavior” that “results in more granular profiles.”46

Behavioral targeting is just one tool used by online marketers to gather information
on users. Online marketers employ an array of interrelated techniques to target
individual users, as well as to collect (or facilitate the collection of) consumer data.*”
Semantic-based profiling (based on the tagging and analysis of Web pages) is also
used. For example, Collective Media’s “advanced audience behavior targeting” can
use a “contextual classification engine” that analyzes “each page for the presence of
over 2 million words and word combinations, and [uses] this analysis to categorize
and/or tag pages into over 200,000 hierarchical categories.... Personifi's uniquely
powerful ad optimization solution observes all available behavioral, contextual,
demographic and other data to determine the most effective ad for each
impression.... Personifi leverages this understanding to deliver the most relevant
ads to individual users at the optimal times. Ad recommendations are continually
optimized in real time based on observed behaviors and responses.”48

The collection of individual data to create more personalized online experiences,
while potentially useful, raises privacy and consumer protection issues. As data are
collected, a user’s