
How an AI ad-supported business works
Users ask for free; advertisers pay to appear next to the answers

Movement through the lifecycle

Disengagement & churn

Feedback loop

Customer Acquisition Cost

Word of
mouth

App
stores

Default
placements

Search
Free

access

USER (PAYS NOTHING)

Free User
(no card; usage limits)

Weekly active rate (WAU)

Habit Formed
(asks most days)

Commercial query share

Asks With Intent
(shopping, travel, local)

Ad load

Sees a Sponsored Answer
A labeled ad beside

the answer, not in it

Tourist
tried it, never came back

Low-Intent User
costs compute, rarely sees ads

ADVERTISERS
brands, agencies, small businesses

Ad Sales
sales team, agencies, self-serve

Ad inventory

Match Ads to Queries
auction for each placement

Campaigns

Ad spend

Fund Free Usage
fewer limits, better models

Subsidy loop

Ad
yield

revenue per
1,000 queries

AD REVENUE

Impressions
paid per 1,000 views (CPM)

Clicks & Sales
per click, or a cut of the sale

Advertisers pay. The user pays with attention.

Platforms sell both; advertisers pick per campaign.

Prove Ad Results
clicks, sales, return on spend

Advertiser loop

Trust Drops
ads feel like bias

Pays to
remove ads

Ad-Free Plan

Moves to model 2

Stops Using

Switches assistant

FORMER USERS

User Lifetime Value

THE ECONOMICS How this model makes and spends money (not a stage in the lifecycle)

Revenue =

queries × ad load × price per ad, plus clicks and sales

Cost =

compute for every query, including the ones with no ad
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