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Revenue Attribution

SUMMARY

The expanding number of customer contact points and their complex interlinks
are making it harder and harder to reliably attribute revenue back to the variety
of marketing investments available to the marketer. This presents an
opportunity because the company that hasthe best insight into how their
marketing investments drive revenue hasa huge competitive advantage in this

complex environment.

So how are companies gaining this insight and competitive advantage?
Companies that have the greatest success have integrated revenue attribution
into standard results reporting and into the marketing planning process. They
are able to allocate their marketing investment more effectively than their
competition. In this white paper, we provide information as to what the key

steps are in this critical revenue attribution process.
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Introduction

ol know half the money | spend on adver
but | can never find out which half. o6

John Wanamaker, July 11, 1838 dDecember 12, 1922

This famous quote from John Wanamaker, a marketing visionary around the turn of the

century, (not this century, butthe previousone!)i s as rel evant as ever
multichannel world. This is in spite of massive computing power, seemingly endless data

we gather about customer behavior and the growing number of decision support

offerings out there today.

The need for revenue at tchandzlenviroonmenti n t od

The expanding number of customer contact points and their complex interlinks are
making it harder and harder to reliably attribute revenue back to the variety of
marketing investments we have available to us. All this presents an opportunity since
the company that gains the best insight into how their marketing investments drive
revenue in this complex environment has a huge competitive advantage .

So how are companies gaining this insight and competitive advantage? Companies that
have the greatest success have integrated revenue attribution into standard results
reporting and into the marketing planning process. They are able to allocate their
marketing investment more effectively than their competition.  Getting there involves
several key steps which are outlined below:

Attribution Steps

Determine

+ Define which + Choose * Use attribution | » Make revenue
orders to between orders methodology to attribtution a
attribute to based or assign orders standard part
marketing projection to marketing of reporting
efforts and based efforts and campaign
which orders attribution planning
will be sourced + Evaluate an
to original orders

order channel database
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It is critical here to distinguish between om
principle it is simple. Marketing channels, such as email, print and paid search drive

orders to order channels, such as the web, call centers, kiosks and retail stores, where

they are entered into the order processing system. It is surprising how often the two

types of channels get confused when talking about them. For one thing, retail, web and

call centers are both order channels and marketing channels. Retail stores in a high

traffic mall drive customers to the store and the store processes customer orders at the

point of sale.

The same situation exists for the web. It is easy to track the distribution of orders
processed through order channels. The multiple combinations of marketing influences
that drive an order, however, are complex and difficult to measure. Our challenge in
revenue attribution is to correctly identify the source or sources of orders that come in
through order channels back to the marketing channels that drove them.

Before we do attribution, we are going to identify three types of orders:
1. Ordersthat can be sourced to specific marketing channels directly
2. Orders that should stay with the order channel as a marketing channel

3. Orders that will go into an attribution  process

Orders that can be sourced directly

The goal is to separate out the orders we can source using source codes, item prefixes,
coupons, URLSs, click-though or other data captured with the order that provide a link to
a marketing channel from orders that cannot be traced to any marketing source

Anyone who has attempted to source orders knows developing and implementing a
methodology for sourcing based on information contained in the order can be complex
on its own. Business rules need to be defined to handle situations where source
information may conflict or point to more than one source. Also, not all orders that
have a source that corresponds with a marketing effort should be sourced to that effort.
For example, not all orders that have a source linked to paid search should be allocated
to paid search because it may be just organic search as a repeat customer enters the
company name in a search engine.
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Orders that stay with the order channel as a marketing channel :

There is a subset of orders that, even though they cannot be sourced using information
in the order, should be allocated to the order channel they came from. This applies to
those channels that are both marketing channels and order channels such as web and
retail. In the case of retail, this proportion is often very large

Determining the proportion of orders that should remain with their respective order
channel is not an exact science. In the early days of the web, retailers saw their web
business growing by some pretty high rates. This led many to cut back on other
marketing channels, in particular print, assuming the new growth represented
incremental demand. Subsequently, an alarming drop in total revenue caused them to
evaluate what portion of demand coming from this new order channel was really
incremental versus driven by existing marketing channels they had just rolled back.
Typically the evaluation process led to estimated incremental factors in the 10 to 20
percent range or even less. In other words, 80 to 90 percent of the new web channel
was driven by other marketing sources and was not incremental.

Asweb sites have vastly improved in navigation and their ability to display and explain
products and services and as consumers have become more dependent on the web as an
information source, web incremental factors are starting to reverse themselves. The

web is much more incremental now than it was 10 years ago. But, as the web becomes
one of the largest order channels, the amount of revenue driven through the web by

other marketing channels is enormous. Giving the right marketing investments credit

for that revenue will have a huge effect on marketing productivity and potential for

growth.

There are several methods used to arrive at web or retail incremental factors.
A Holdout samples
A Customer Surveys

A Correlation Analysis
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Probably the most accurate is using holdout samples. This requires holding a
statistically valid sample of customers out of selected marketing investments and
comparing their demand in the web or retail

control. Since a large enough sample has to be held out for an extended period of time,
this can represent a significant investment. For some companies this may be
unacceptable.

Another method is to ask customers purchasing online what drove their order. This can
be done as a simple multiple -choice survey presented after an order is placed. While
less quantitative than a holdout sample, it usually provides some valuable insight

Correlation analysis is promising, but it often produces inconclusive results. This
involves using a time-series analysis to try to understand to what extent marketing
efforts from one channel drive sales in another. What makes it difficult is the vast
number of marketing efforts taking place simultaneously within each channel. Itis
mentioned here because it can be done relatively quickly with existing data and
sometimes produces some interesting clues.

Once we have sourced all the orders we can from information in orders, and decided
how many orders should stay with the original order channel, we are left with orders
that will go into the attribution process.

Directly Sourced Orders

Orders Remaining with T
All Orders Attribution
Order Channel —> Process

Un-sourced Orders
Going into Attribution
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Step 2. 0Choose attribution method

In order to attribute the orders that have no known source, we are going to use our best
approximation of what the actual distribution of orders is for the period we are

analyzing. Letds take a simple example to ex|
marketing sources that are active during the order period we are looking at. If we can

determine that 10% of all the orders that came in during the period are from source A,

30% from source B and 60% from source C, then logically it makes sense to assign 10% of

the unknown orders to source A, 30% to source B and 60% to source C.

Figure 1: Attribution of orders based on theoretical distribution of actual orders

Orders With Unknown Sources

Source C

Total Actual Order Distribution

Simple enough in theory, but where are we going to come up with the total actual
distribution of orders ?

There are two methods we use to estimate total actual order distribution. One is to use
the distribution of orders we can source based on the information captured at the time
the order is taken. The other is to use projected curve data and projected response
rate data to come up with an estimate of the actual order distribution.
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- Projection
Order Based <:> Based
Attribution Attribution

The choice of methodology depends on which one provides the most accurate view of
the true distribution of orders by marketing source. In cases where there is a robust
source coding system for both online and offline order channels, supported by item
prefixes that provide a lot of specificity as to effort, it makes sense to seriously consider
using the distribution of sourced orders for attribution. Not all situations are the same.
Companies that do not have detailed item prefixes or where a high proportion of source
codes are tied to coupons or special offers may find that using circulation, curve and
response rate projections represents a more reliable foundation for estimating the
actual distribution of orders by marketing source.

At the end of the day, attribution uses an estimate of the distribution of orders by

source as a basis for saying what is driving demand in the window of time we are
analyzing and uses this distribution to attribute un -sourced orders to a set of marketing
sources.

Step 3. dAttribute un-sourced orders to marketing efforts

Once we have an estimate of orders from all the marketing sources we want to allocate
un-sourced orders to, we translate that into factors and apply those factors toun -
sourced orders. The factors are simply the percent of total orders in a given week for
each active source. Inactive sources have no orders showing up in the weeks they are
inactive.

The simple example shown in Figure 2 assumes we have only three print sources, two e -
mail sources, and one affiliate source we want to attribute a pool of un  -sourced orders
to. The example shows orders and efforts that are active in a four -week period. In
reality there would be many more marketing sources and the time span could cover
multiple years .
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Figure 2
Estimated Orders
Week 1 Week 2 Week 3 Week 4 Total

Print Source A 101,623 | 167,132 | 181,727 450,482
Print Source B 156,474 | 109,809 | 175,080 | 165,601 606,964
Print Source C 130,334 | 120,664 | 103,512 354,510
Email Source A 11,954 11,954
Email Source B 16,107 16,107
Affiliate Source A 12,826 15,470 12,792 15,282 56,370
Total 282,877 | 438,852 | 490,263 | 284,395 | 1,496,387

W - 101,623 /282,877 = .36

The next step involves using the attribution factors to attribute un  -sourced orders.



