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What Drives eCommerce Marketing Success Today?

eCommerce marketing today is more challenging than ever. Merchants compete in crowded industries, using expensive channels to reach customers who are increasingly
adept in tuning us out. So which marketing strategies and programs actually work to drive success?

To answer this question, Magento — the world’s most used eCommerce platform powering more IR 500 merchants than any other platform — partnered with MarketingSherpa, a
firm specializing in tracking what works in all aspects of marketing.

Magento’s research grant enabled MarketingSherpa to conduct unbiased research that helps companies improve their eCommerce marketing efforts, better market their
products, and, through that marketing, ultimately better serve the customer.

MarketingSherpa had full editorial independence to research eCommerce practitioners at all levels in the organization using any platform. In fact, more than 4,000 responded
to the Benchmark Study survey that is the backbone of this book.

We hope you find this report insightful, and most importantly, helpful, as you shape your own successful eCommerce endeavor. To learn more about Magento and how to use it
to leverage the success-driving strategies highlighted in this research, please visit us at www.marketingsherpa.com/ecommerce

Sincerely,

The Magento Team
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Welcome to the 2014 MarketingSherpa E-commerce Benchmark Study, underwritten by Magento.

What does success in e-commerce look like2 The answer to this question is complex, debatable and elusive.

We focused on the most pressing questions facing e-commerce in 2014. However, we know that there is always more to learn and discover.

Each graphic spread is aimed at answering essential e-commerce questions, like:

* What are overall e-commerce conversion rates? (p.7)

* Which channels do e-commerce receive traffic from? (p.27)

* How successful are companies that frequently evaluate customer experience? (p.52)

Inside, you will find the results of a collaborative effort from a range of e-commerce experts, leaders, and practitioners, who poured more than 3,000 hours of research into
a collection of highly insightful infographics you can read in 90-minutes or less. Inside you'll find 95 charts we've created to help answer 25 core e-commerce questions
arranged fo provide:

* Executives with high-level snapshots of annual trends

* Directors with strategies being leveraged in today’s marketplace

* Managers in the trenches with insights into the tactics being used by successful peers

Our team started this nine-month study by conducting a preliminary business intelligence analysis of publicly available e-commerce data, coupled with a literature review
of 14 academic works on the topic and interviews of key e-commerce leaders.

We used our preliminary review fo aid our crafting of a robust benchmark survey to help answer key questions for e-commerce marketers that have been
underrepresented in current, already published industry data.

After 4,346 e-commerce marketers participated in the survey, we conducted an analysis of the data to determine which companies were most successful, and then cross
tabulated the data to find which practices were most commonly used by these companies — information we’re sharing with you through this Benchmark Study.

Ultimately, our job is to help you do your job better.
We trust you will come to find this Benchmark Study a valuable tool in your pursuit of e-commerce success.

If there is any other way we can help, please let us know at: research@marketingsherpa.com.
Thank you for your trust,

Daniel Burstein Pamela Jesseau Austin McCraw

Gt JA

Dr. Diana Sindicich John Tackett
Senior Manager, Data Sciences

MECLABS Institute

Senior Director of Content Production

MECLABS Institute

Director of Editorial Content

MECLABS Institute

Senior Director of Marketing

MECLABS Institute

Manager of Editorial Content
MECLABS Institute

Research Methodology

MarketingSherpa fielded the 2014 E-commerce Benchmark Study from Jan.16
to Feb.14, 2014.

The initial query began with a pre-survey academic literature review, consisting of
peer-reviewed journals, interviews with e-commerce thought leaders and published
surveys across a variety of academic, business and e-commerce research verticals.

Further query took the form of an online survey of e-commerce marketers. Certain
responses were removed because they were not reasonable responses to the
questions. Some responses were reformatted for consistency. After data cleaning,
there were 4,346 qualified complete and partial responses from e-commerce
marketing and business professionals across six continents.

The sampling method used was an incentivized non-probability voluntary sample
composed of MarketingSherpa and Magento registered subscribers and those
responding fo invitations promoted through social media platforms.

To ensure quality and relevance, submissions from respondents who indicated they
were not engaged in e-commerce marketing were excluded. Results should,
therefore, be interpreted in the context of that group. Comparison to those outside
the e-commerce business and marketing community is beyond the scope of this
publication.

The charts found within this Benchmark Study were selected for publication based
on a combination of helpfulness of information to the audience and scientific
validity. The number of responses, denoted with “N=" on each chart, and
differentiation levels between respondent groups were both taken into account
when determining the validity of charts.

Helpful insights may still be gleaned from highly differentiated but small response
groups. However, each individual should use their own judgment when interpreting
charts with a low number of responses. At times certain bars may have been
omitted from bar charts because their category did not meet a desired number of
responses.

Responses were tabulated in SAS JMP 11.1.1, and charts were prepared using
Microsoft Excel and graphic design software. In many cases, responses of “not
applicable” or “other” have been omitted from charts because they did not
contribute to understanding the questions at hand. The incentive for participating
in the survey was the chance to win a choice of an Apple iPad Air or
MarketingSherpa Summit ticket (plus hotel stay at the Aria Resort), which was made
available to a winner selected at random following the close of the survey.

Success Score Modeling

To define success for this Benchmark Study, the pre-survey literature review
identified five key factors to consider: financial metrics, site design and
performance, customer orientation, infernal resources and capabilities and
competitive comparisons. Questions and combinations of questions were
designed for the survey that would capture several aspects of each factor.
These included but were not limited to:

Year over year change in annual revenue

Year over year change in e-commerce revenue

Gross margin percentage

ROl on marketing spending

Trend in orders placed

Trend in cost of customer acquisition

Frequency of site change based on customer feedback
Steps in the purchase funnel

Competitive comparisons

009 S O O B (GO IDe ==

Customer guarantees
Product value
Delivery speed
Market share

o n oa

10. Reputation monitoring processes

Relative- and trend-based factors were used instead of raw figures fo score
consistently for both small and large enterprises. These factors were then
adjusted to a uniform scale with certain undesirable responses scored below
zero.

Scores were weighted, compensating for missing data, with the most important
factors, like financial metrics, given the most weight in the model. Each
respondent with sufficient available data was then tagged with a success score
that theoretically could range from -4 to 18. However, measured scores

ranged from -0.4 to 14,

To request further information about the design of this survey-based study,
please contact our research team at research@marketingsherpa.com
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What is Happening to

the E-commerce
Landscape?

The MarketingSherpa E-commerce
Benchmark Study begins with key
questions that inform executives
about behavior in the e-commerce
industry to help keep their finger on
the pulse of the marketplace.

In the trends for the executive
section, we focus on questions that
provide needed insights to drive
organizational goals.

To help give you a comprehensive
view of the the e-commerce
landscape, we focused on barriers
to growth, average conversion rates
and trends in metrics and margins.
This opening graphical spread
includes a few highlighted charts.

As you explore each question in this
section, you'll also find a “What
You Need to Understand” section
with helpful analysis and
commentary needed to put the
information into practice.

Click to share
these key
e-commerce frends
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1.4 Overall Conversion Rates (for E-commerce Sales)
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Conversion rate was most
frequently less than 15%, with
many responses below 1%. A
smaller cluster of responses was
also seen between 50% and

59%.

Margins tend to either be holding
steady or rising for the majority of
companies, while a minority of
companies reported falling margins.
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in 2013
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1.19 Channels that Drive Significant Traffic (by Revenue)

Email marketing and organic search were the most frequent sources of e-commerce traffic for respondents across all but the lowest revenue
ranges, while channels such as aoffiliate marketing and content marketing were less frequently used. As revenue rose, social media and
referral traffic were less often significant. Both types of paid search were used more frequently as revenue rose.

Paid Search Display Ads

1.12 Returning Visitors

Direct or Referrals

Type-in

Affiliate
Marketing

E-commerce companies with a high percentage of returning visitors are more

likely to see that percentage rise than those with fewer returning visitors.

“

Rising
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N=1,950

'y

Falling

Mean

Median

Email

N=967 30 - $10K

I >$10K - $100K
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>51M - $10M
I >$10M - $100M
1

>$100M - $1B

Product
Listing Ads

Social
Media

Content
Marketing

What You Need to Understand

lt's important to keep in mind that while conversion rate trends

are often considered the most vital indicators of performance in
e-commerce, conversion rate is also dependent to a degree on
the business model and quality of the site traffic.

Margins are steady or rising for the majority of e-commerce
companies. However, at the highest and lowest margin levels,
they are much more likely to fluctuate than at moderate margin
percentages.

Lastly, email and organic search continue to be valuable tools
in driving traffic.
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As we've seen in previous

Benchmark Studies fielded by

12 12 MarketingSherpa, the size of
marketing budget is a perennial
challenge for marketers — whether

10 10 real or perceived. After all, money
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To help you understand what
challenges marketers faced in
improving the customer experience
and growing in general, we asked
marketers to rank 14 challenges. In
these charts, a lower number
indicates a more significant
challenge, and a higher number
indicates a less significant

0 More Challenging

1.3 Barriers to Growth (by Number of Employees)
14 Less Challenging

Technology and quickly changing marketplaces were more significant barriers to growth as a company becomes larger,
while larger or better-funded competitors and access to capital were less significant.

12 N=2,409

0 More Challenging

Technology could also help with
other key challenges, like product
innovation and a quickly changing
marketplace, by giving better
visibility into and helping to create
a better customer experience. One
marketer indicated in the survey:
“Lack of robust reporting tools that
can give a 360-degree view to all
aspects of a customer purchase

challenge.! 1% and profile can seriously hinder
growth and optimization.”
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had conversion rates below 2%,
regardless of testing or
optimization strategy.

intuition and
best practices
without testing

best practices and
some historical data
without testing

extensive historical
data without
testing

historical data and best practices

Success Score 4



How are Overall

E-commerce
Metrics Trending?

Tracking the right metrics to
understand customer behavior and
changes in the marketplace is often
no easy task.

More than 100 metrics were
identified from eight studies'*®
before the fielding of the survey,
and sorted into five major
categories:

¢ Financial metrics

¢ Site design and performance
metrics

¢ Customer orientation

* |nternal resources and
capabilities

* Competitive comparisons

Marketers were then asked about
the value of key metrics and the
trends of these metrics, which were
subdivided into three categories:

* Rising
* Steady
¢ Falling

1.9 Lifetime Customer Value

N=168
$10,000 $350 Mean Median
(Average) (50th Percentile)
$300
$8,000
$250 Rising lifetime customer
g value (LCV) was correlated
g $6,000 5200 T  with higher LCVs. Falling LCV
<;:§ 8 had fewer high LCV outliers
e $150 S than “steady” or “rising”
9 54,000 categories, leading it o have
= $100 the same median LCV as
“steady” while the mean fell.
$2,000
$50
$0 $0
Rising Steady Falling
1.10 Number of Orders N=315
2,500 120K Mean Median
(Average) (50th Percentile)
2,000 100K z 5
E-commerce companies with
- 80K the most orders also
2 500 experienced the most growth
§ (.3 in orders. It is interesting that
< 60K gT the “falling” group exceeded
S 1000 = the “steady” group in orders.
g 40K
500
A h
0 0
Rising Steady Falling
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1.11 Unique Customers

2,500
2,000
- 1,500
B
=
s
1,000
500 ‘
0
Rising Steady Falling
1.12 Returning Visitors
E-commerce companies with a high percentage of returning
visitors are more likely to see that percentage rise than those
with fewer returning visitors.
Mean Medmn
(Average) (501h Percentile) N=1,950
700
» 600
[e]
s 20 500
>
£ 5 400
;03 = 300
E 10 200
& 100
0 0
Rising Steady Falling

450K
400K
350K
300K
250K
200K
150K
100K
50K

(eBnueay) ubepy

Rising

Companies where the level
of unique customers was
“steady” had a higher
average number than those
whose numbers were “rising”
or “falling,” but the median
unique customers was
highest for the “rising” group,
indicating low outliers in that
group are pulling the
average down.

1.13 Daily Site Visitors

Although the medians are relatively close together, the mean is higher for rising trends and
lower for falling trends. This indicates that there is a small group of sites with rising traffic
that have a very high traffic level, while those with falling trends consistently have lower
traffic.

Steady

N=299
Mean Median
(Average) (50th Percentile)

N=346

Falling

What You Need to
Understand

In general, the rich are getting
richer — so to speak.

Those with more of a certain metric
tend to be more likely to be able to
increase that metric.

For example, e-commerce
companies with more daily site
visitors tend to be increasing the
number of daily site visitors. This is
congruent with what could be
hypothesized from knowledge of
the Google search algorithm (high
traffic scores higher than low
traffic).

30K
25K
20K % Mean
B (Average)
15K
@ Median
10K c(% (50th Percentile)
5K
0
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Are E-commerce
Margins Increasing

or Decreasing?

Overall revenue and sales numbers
can mask many deficiencies. For
example, marketers can throw
promotions, discounts or incentives at
their products to increase those
numbers. They can also blame the
customer or the economy instead of
their products or marketing efforts, as
this marketer lamented in the
Benchmark Study survey.

“Margins are under significant
pressure, and sooner or later
customers will have to choose
between price and service — they can't
get Rolls-Royce products at Trabant
[former East German automaker]
prices forever!”

While margins can be an indicator of
macroeconomic forces and
competitive pressure, margins are
also a key indicator of the
effectiveness of a company’s value
proposition in the marketplace.

In our initial literature review,
researchers utilized margins as one of
many financial metrics to help
determine e-commerce performance.!

Consequently, in this Benchmark
Study survey, we asked respondents to
indicate the level of trend for gross
margin percentage they experienced
in 2013 for a comprehensive look at
financial behavior in the market.

Mean Gross Margin

1

.15 Gross Margins (by E-commerce

Revenue)
As revenue increased for respondent companies, so did margins.

1.14 Gross Margin Percentage (by Trend)

N=414
39% Margins tend to either be holding
steady or rising for the majority of
companies, while a minority of
38% : g .
companies reported falling margins.
37%
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35% .
34% dents

re gross margins
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33%
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1.16 Gross Margins (by Overall

Revenue)
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1.17 Gross Margins (Clustered by Trend Groups)

The biggest separation was seen for companies that had a margin in the middle of the
pack, 20% to 40% and, fo a lesser extent, 40% to 60%. These organizations were less
likely to report a change in margins, either up or down.

N=454

1.18 How do Discounts Relate to Margins?

As producis are discounted, margins also decrease.

129 80% - 100%

100

.

What percentage of
60 your producis and
services are sold at

full price, without
discounts or
promotions?

Mean (Average)

40
What percentage of
your products and
services are sold at
full price, without
discounts or

-20 promotions¢

20% 40% 60% 80%

. Rising

Number of Respondents

Steady

. Falling

100% 90% 80%

What You Need to Understand

/

60% - 80%

40% - 60%

20% - 40%
Low - 20%
0%  60%  50%  40%  30%  20%  10%

Gross Margin Percentage

N=413

While e-commerce has been growing overall, the macroeconomic conditions of the past few years have slowed that growth,? and some companies have used discounts and

incentives to sell products and grow business. Another factor that affects margins is the price transparency on the Internet.

This data indicates that those clouds are parting, as companies are seeing improving margins. If your margins are falling, you may no longer be able to blame the overdll

economy or a shift in customers. Prior MECLABS experiments indicate a strong value proposition may have an impact as well.

1. Wen, Lim and Huang (2003), Rust, et.al. (2004), and llonch, Fusebio and Ambler (2002).
2. E-Commerce Sales Growth Slows To 12% In January, Worse Than Q4" Business Insider, February 16, 2010,

http://www.businessinsider.com/channeladvisor-same-store-e-commerce-sales-up-12-in-january-2010-2.



V| P 1.19 Channels that Drive Significant Traffic (by Revenue) 1.21 Significant Traffic from PPC 1.22 Significant Traffic from Organic Search

E-commerce Email marketing and organic search were the most frequent sources of e-commerce fraffic for Companies using third-party offline sales frequently drew traffic from PPC ads Roughly 74% of brick-and-mortar stores frequently received traffic from
) respondents across all revenue ranges, while channels such as affiliate marketing and content marketing (39%), while only 14% of companies using trade shows reported significant organic search, as customers likely utilize search to find store locations.
Com panies were less frequently used. traffic from PPC ads. .
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How do Companies
Using Online Stores

Differ from Those with
Brick-and-mortar
Stores?

Companies with traditional
brick-and-mortar (B&M) stores
could be perceived to have certain
advantages over online-only stores.
For example, multiple physical
locations could allow for faster
order fulfillment.

However, online-only companies
may be more focused and adept at
selling online and less weighed
down by legacy products or
processes.

To get a sense of the state of the
difference between online-only
companies versus companies with
physical locations and an
e-commerce presence, we explored
these topics deeper in the
Benchmark Study.

1.25 Barriers to Growth (by Store Presence)

12 Less Challenging

I B&M and Online

Online, not B&M
B&M, not Online

Neither B&M nor Online

Product quality was a bigger
challenge for online retfailers
that don't have a physical
store presence, while product
innovation was a bigger
challenge for those
brick-and-mortar stores
without an online store.
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1.28 Is Brick-and-mortar Presence a Differentiator?

1.26 Trends in Cost of Customer Acquisition

Brick-and-mortar refailers without an online store were
more likely to have a falling cost of customer acquisition,
but those with both types of stores often saw a rising cost
of customer acquisition.

N=1,829
Rising Steady Falling

60%

40%

Percent Reporting &
ES

Store Presence: I B&M and Online I B&M, not Online

1.27 Trends in Gross Margin

What You Need to Understand

Brick-and-mortar stores without an online presence were
most likely to have a rising gross margin.

Steady

While retailers that had a physical presence without
an online store were more likely to have a rising
gross margin, these companies were also more
likely to have a falling cost of customer acquisition.
This is, in some ways, counterintuitive. One might
think that a B&M, which tends to be more expensive
than an online store to operate, would not result in
this trend.

N=1,993

However, does the B&M help the retailer convey a
more powerful value proposition? Does it also
improve frust and reduce anxiety? s that why we
are seeing this frend?

Surprisingly, a B&M did not appear to help with
perceived speed of delivery, but it did bring up
issues with innovation that could be caused by the
significant investment required to stock and market
new, innovative products across a chain of retail
locations.

L

Rising Falling
Retailers that had an online store with or without
physical locations were ahead in a category that
could be the key to future success — these
companies were more likely to be innovative when
compared fo companies with a physical store but
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80%
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What are Critical
Characteristics
of Successful

E-commerce
Companies Today?

While every e-commerce company
wants “success,” there is not one
clear definition of what makes

a company successful. For example,
high growth in sales may come from
discounting. Low margins may be
due to a long-term growth sirategy
outweighing shori-term profits.

To define success for this Benchmark
Study, the pre-survey literature review
identified key factors fo consider
(listed in the table on this page).
Relative- and trend-based factors
were used instead of raw figures

to score consistently for both small
and large enterprises.

These factors were then adjusted fo
a uniform scale with certain
undesirable responses scored below
zero.

Scores were weighted,
compensating for missing data,

with the most important factors,

like financial mefrics, given the

most weight in the model. Each
respondent with sufficient available
data was then tagged with a success
score that theoretically could range
from -4.4 to 17.8; however, actual
scores ranged from -0.4 to 14.

These charts show how all of the
critical characteristics in the model
ranked separately.

Success Model Factors

Percent Reporting

1.30 Are the Most Successful Companies
Outpacing Their Industry’s Revenue Growth?

Revenue growth compared to indusiry has a high correlation to
success. In the next charts, we'll see the practices common to

successful companies.
I Qutpaced I Equal Slower
e Market share

® ROl for marketing spend 50%
@ Measurement of reputation
® Value compared to competitors £ 40%
e Delivery speed compared to
competifors 30%
® Acquisition cost per customer frend
20%
Site chong%e frequency based on
customer teedback
) 10%
® Number of steps in checkout process
® Product guarantees compared fo 0%

competition

e YOY difference in annual and
e-commerce revenue

Margin percentage

® Number of orders trend

60%

Most Weight
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Least Weight
[ ]

Low-3 9-12
Success Score Groups N=2,124
: w [
1 .29. How are the Most Successful Companies I i 4100 I I 5 1om
Distributed? (by E-commerce Revenue)
Companies with less than $10,000 in e-commerce revenue $10K - $100K $10M — $100M
tended to skew less successful, while those with e-commerce
revenue more than $100,000 tended to skew more successful.
$100K - $1M $100M — $1B
40%
30%
20%
10%
0%
Low-3 N=1,867

Success Score Groups

Percent Reporting
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1.31 Are the Most Successful Companies
Outpacing Their Revenue Growth Goals?

60%

Another element of success was outpacing revenue goals. 90%
80%

I Outpaced I Equal Slower 70%

60%

50%

40%

30%

20%

10%
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30%
20%
10%

0%

Low-3

Success Score Groups

50%

40%

Percent Reporting
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N=2,166

1.33 Are Successful Companies Changing

Marketing Budgets?

The more successful companies tend to be increasing or

mainfaining marketing spend.

60%
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9-12

_

Steady Falling N=1,745

Success Score Groups

1.32 Are the Most Successful Companies
Experiencing Changes in Daily Site Visits¢

ikl

The more successful
e-commerce companies

were also considerably

more likely to have rising

site fraffic. This is more sirongly
correlated to success score
than revenue growth.

I Rising
I Steady

Falling

Low-3 9-12
Success Score Groups N=1,717

What You Need to Understand

While there are many avenues fo success, two key factors identified in these
charts are marketing spend and daily site visitors. This won’t be surprising
to many marketers, but it is likely a nice reassurance to what they already
know. Namely, it takes money to make money. Also, it takes traffic to
ultimately sell products.

When you look at the charts on this page, you are likely struck by a very surprising
discovery from this Benchmark Study — revenue has the weakest correlation

with success. Even some companies with very littlle e-commerce revenue were

in the most successful group, as this marketer explained in a survey response:

“We're internally funded with no outside capital. We've developed our marketing
strategies and Internet presence based on a ‘shoe string’ budget. The availability
of high-quality e-commerce platforms ... combined with the information gained
from analytics ... has proven to be an invaluable asset to our success.”



What Strategies are 2.12 Which Channels do E-commerce Companies Receive Traffic From?¢ (by Success Score) 2.17 How are Testing and Optimization Strategies Being Implemented?¢ (by Overall Revenue

Successful and Success Score)
E 75% Organic search was the In all revenue groups except $100K - $1M, companies that test changes based on extensive historical data were the most likely
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2.4 How Much of the Marketing Budget is Spent on Each Channel? (by Success Score)
This is no easy task. As one One question we wanted to explore was the impact of marketing spend on a company’s “success” in e-commerce. To define success
marketer replied in the Benchmark for this Benchmark Study, the pre-survey literature review identified key factors to consider. These factors were then weighted with the
Study, “Still learning how to most important factors, like financial metrics, given the most weight in the model. Each respondent was then tagged with a success 2 90 Which Denariments Own Aspects What You Need to UnderSfCl nd
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Where are Successful
E-commerce

Companies Investing

2.1 How Much of the Marketing Budget is Spent on Each Channel?

For those respondents using paid search, 25% spent more than 75% of their budget on that channel. Most channels received
10% or less budgeting from half the companies using the channel. Companies using a channel not mentioned in the survey
spent relatively high budget percentages on that channel.
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2.4 How Much of the Marketing Budget is Spent on Each Channel? (by Success Score)
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2.2 Which Channels are E-commerce Companies

Investing In?

Email marketing was the channel in which the most respondents
spent part of their budget. Television and radio advertising were
used by the least companies, at 33% and 34% respectively.
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One question we wanted to explore was the impact of marketing
spend on a company’s “success” in e-commerce.

To define success for this Benchmark Study, the pre-survey
literature review identified key factors to consider. These factors
were then weighted with the most important factors, like
financial metrics, given the most weight in the model.

Each respondent was then tagged with a success score and
groups were created.

Based on this approach to success scoring, paid search,
television, email, search engine optimization (SEO) and social
media were the primary channels with the highest mean budget
spent in the 9-12 range.

Low-success companies spent more on average on social media
and direct mail than high-success companies.

Percent of Budget

2.3 How Much of the Marketing Budget is Spent on
Each Channel? (by Overall Revenue)

Respondents from low-revenue companies reported a “double-down”
spending average on SEO (roughly 24%) versus high-revenue counterparts
who spent around 10% of budgets on average in the same space.

N=1,260
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What You Need to Understand

Marketing budgets in e-commerce continue to focus heavily on channels
with the potential to return high volumes of customer traffic — email, SEO
and, for a select few, television advertising.

One interesting point to consider is although both low- and high-revenue
e-commerce companies have shifted away from marketing spends within
the traditional mediums of radio and television in favor of adopting
digital channels, budgets for mobile marketing remains relatively low.
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What is the Average
ROI on Marketing

Spend?

ROI of marketing spend can be
one of the most difficult metrics to
track accurately. Academic
literature suggests one cause for
this is that marketing managers
often struggle to uncover and
confidently support the cause and
effect relationships between
marketing spend and
performance outcome.!

To help us further understand this
relationship, we asked
respondents about their average
ROl on marketing spend.

I Median (50th Percentile)

When respondents were separated by
fotal e-commerce revenue, respondents
in the more than $1M - $10M and
more than $10M - $100M revenue
range saw equally high median retums
on their marketing investments.

2.5 ROl on Marketing Spend (by Trend)

Most respondents reported that their ROl on marketing spend is rising. I Median (50th Percentile)
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2.7 ROl on Marketing Spend (by E-commerce Revenue)
50%

40%
30%

20%

ROI Percentage

10%

0%
E-commerce Revenue: $0 - $10K $10K - $100K $100K - $1M $TM - 510M $10M - $100M

N=168

N=199

50%

40%

30%

ROI Percentage

20%

10%

0%

E-commerce Revenue:  $0 - $10K $10K - $100K

2.6 ROI on Marketing Spend (by Overall Revenue)

in the more
$10M revenue
range saw median returns
on marketing investments
of around 50% when
all-channel revenue was
taken into consideration.

N=206

I Median (50th Percentile)

Respondents in the more than
$1M - $10M revenue range saw
the highest median returns on
marketing investments when
overall revenue was taken into
consideration. The businesses with
the lowest revenue saw the lowest
median returns.

$IM - $10M $10M - $100M $100M - $1B

What You Need to Understand

The majority of marketers continue to see steady or increasing return on their
marketing investments. Not shown in a chart in this Benchmark Study is the
interesting finding that ROl was more often rising for those with the highest ROI
and falling for those with the lowest ROI.

1. Neil A. Morgan, Bruce H. Clark, and Rich Gooner, “Marketing productivity, marketing
audits, and systems for marketing performance assessment: Integrating muliiple
perspectives,” Journal of Business Research 55, no. 5 (2002): 366.
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How does the
Competitive
Landscape Shift as
an E-commerce

Company’s Market
Share Grows?

E-commerce sales have been
growing worldwide.!

How does that growth affect
e-commerce companies? In our
pre-survey background interviews,
company size was identified as a
factor that differentiates
e-commerce companies:

“There is increasing sophistication
and increasing size of the major
retailers that are out there. They're
getting better at what they do, more
scientific at what they do ... they're
not necessarily these kinds of big
boats that are hard to navigate or
hard to turn around. They’re very
agile even though they’re really
large.” — Neal Sharma, Chief
Executive Officer and Principal,

DEG

In this research, we sought to
identify some of those differences to
help inform strategy as e-commerce
companies grow. In these charts,
we specifically looked at median
scores of low and high market
share companies to better
understand the impacts of growth
on challenges and competition.
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Percent Reporting

2.8 How do Challenges Change as E-commerce Companies Increase Market Share?
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Product innovation and quality are bigger challenges for high market share companies. Low

market share companies were much more concerned with competing with larger
competitors” marketing clout.
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2.9 How does Perceived Reputation Change as Market Share Changes?
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High Low
Market Share Market Share

High market share companies were
more likely to perceive having a
better-than-average reputation.

N=807

2.10 How does Perceived Product Value Change as Market Share Changes?
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2.11 How does Perceived Marketing Budget Change as Market Share Changes?
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What You Need to Understand

N=802

High Low
Market Share Market Share

High market share companies were
more likely fo perceive having
higher-value producis, but survey
respondents from low market share
companies also frequently thought
their value was better than average.

N=816

High Low
Market Share Market Share

Low market share companies were
more likely to perceive having
budgets that were lower than
competitor budgets. High market
share companies were just as likely
to perceive equality, higher or lower
budgets than competitors.

“There is increasing sophistication
and increasing size of the major
refailers that are out there. They're
getling better at what they do, more
scientific at what they do ... they're
not necessarily these kinds of big
boats that are hard to navigate or
hard to tum around. They're very
agile even though they’re really
large.”

— Neal Sharma, Chief Executive
Officer and Principal, DEG

How do you become a high market share company? What steps should you take to grow? One factor that would help is being able to increase your marketing budget with the
goal of spreading and improving your reputation, a sentiment echoed by this marketer’s response:

“Need to advertise and grow market share. We now have a company that manages our [pay-per-click advertising].”

But beyond that investment, there should be a focus on delivering value to the customer. Are marketers resting on their laurels2 As the proverb states, “Pride goeth before

destruction, and an haughty spirit before a fall."

How often companies make changes based on customer feedback or evaluate customer service responsiveness is not all that different between these groups. E-commerce
companies may want to take this bit of advice from Lin Shearer, Head of Product Marketing - Magento Enterprise, eBay:

“How much time do you spend thinking about customer service and customer experience online and offline? There's a whole discipline now coalescing around customer

experience.”

1. “Global B2C Ecommerce Sales to Hit $1.5 Trillion This Year Driven by Growth in Emerging Markets,”

eMarketer, February 3, 2014,
http://www.emarketer.com/Ariicle/Global-B2C-Ecommerce-Sales-Hit-15-Trillion-This-Year-Driven-by-Growth-Emerging-Markets/1010575#RUelUyH35BShITWEB. 99



How do Successful
E-commerce

Companies Manage
Marketing Channels?

Research on marketing resource
allocation suggests a continued
need for marketing managers to
optimize their investment decisions
across marketing channels' to
maximize profitability across market
segments.

Consequently, we asked
respondents about traffic,
significant challenges and how they
compared to competitors to help us
gain a holistic understanding of
how successful e-commerce
companies are managing
marketing channels.
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2.12 Which Channels do E-commerce Companies Receive Traffic from?¢ (by Success Score)

Organic search was the most frequently reported source of significant traffic at all success levels. Respondents at the lowest
success levels were disproportionately frequent in their reliance on direct traffic and product listing ads.
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2.13 Which Challenges do Companies Face? (by Success Score)

One significant challenge reported consistently in our Benchmark Studies has been the size of marketing budgets as
marketers often feel a perceived sense of being tasked to do more with dwindling resources, yet this was perceived as less of

a challenge for those at the lowest success level.
N=2,058
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2.14 How do Successful and Unsuccessful E-commerce
Companies Perceive Their Reputation?¢ (by Success Score)

Respondents with high success scores were more likely fo report better-than-average

N=2,1/79

reputation, and vice versa.
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2.16 How do E-commerce Companies Perceive Their
Marketing Budget? (by Success Score)

Not surprisingly, respondents with high success scores were slightly more likely to report
higher marketing budgets than their competitors.
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2.15 How do E-commerce Companies Perceive Their
Product Value? (by Success Score)

Respondents with high success scores were also more likely to report better-than-
average product value than their competitors.
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What You Need to Understand

Marketers continue to perceive their lack of available financial and technological
resources as a challenge amidst the need to maximize their returns on investment.

“We have focused primarily on higher conversion and lower cost of acquisition
channels and cut off channels [that] do not convert,” stated an anonymous survey
respondent.

Companies that are already successful according to the success score, which is
based largely on financial metrics and upward or improving trajectories, perceive
fewer challenges from margins and better-funded competitors, as respondents
rated themselves well against their competitors and as recipients of traffic from a
wide variety of sources.

Those respondents with low success scores, however, may receive fewer sources of
traffic and perceive a greater challenge from better-funded competitors, demand
generation and technology, rating themselves worse than their competitors in
many ways.

1. Roland T. Rust et al. “Measuring Marketing Productivity: Current Knowledge and Fuiure Directions,”
Journal of Marketing 68, no. 10 (2004): 84-85.
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How Should 2.17 How are Testing and Optimization Strategies Being Implemented? (by Overall Revenue 2.18 How are Websites Being Created? (by E-commerce Revenue and Success Score)

Monogemen’r S’ry|es and Success SCOFG) The method by which a site was built does not seem to closely correlate with success score. Although not all the data points
and ApprOGCheS In all revenue groups except $100K - $1M, companies that test changes based on extensive historical data were the most likely were at the same level, there was not a significant trend when results were separated by site development strategy. N=1 766
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2.19 How are Marketing Campaigns Being Measured? (by Overall Revenue and Success Score)

Respondents with a formal measurement process saw the most success. N=1,743
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S What You Need to Understand
O so%
° Customer loyalty is built in part on the performance of your website.
[*2]
o]
¢ 40% As a company grows, two factors coupled together will play huge roles in delivering improvements to customer experience and financial
d‘.h; performance. First, e-commerce marketers must have adequate development capabilities. Second, they also need a festing and optimization
20% program that uses formal measurement processes and extensive customer data to drive insight.
0% 1. Assion Lawson-Body, Lori Willoughby, and Kinvi Logossah, “Developing an Instrument for Measuring E-Commerce Dimensions,” The Journal of Computer
Escommarce Information Systems 51, no. 2 (2010): 4.
P $0-$10K $10K - $100K $100K- $1M $IM-$10M $10M-$100M  $100M- $1B

’rhorou?h guidelines we with a few guidelines we guidelines for measuring the

We have a formal process with I We have an informal process I We do not have a process or
routinely perform sporadically perform performance of our programs
9-1

Success Score ILow-S I3-6 I6-9 -12

15



Which Departments 2.20 Which Departments Own Aspects 2.21 Which Departments Own Mobile Experience? 2.22 Which Departments Own Social Media Presence? What You Need to Understand
Own E-commerce of the Online Presence? (by Overall Revenue) (by Overall Revenue)

Y05 Marketing most 100%
frequently controls less
technically challenging 80%
aspects of the
company’s presence
(email campaigns, 60%
social media, efc.) while
specialized e-commerce
or IT departments are 40%
more likely to control
complex aspects
(e-commerce, mobile 20%
sites, etc.).
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What Level of 2.26 How does Expertise Relate to Revenue? 2.29 How Often do Organizations with Advanced Measurement
High-revenue companies are more likely to be high-expertise companies as well. I High Expertise PI’Og rams Evaluate Customer Service?

Planning and N=2,871

Expertise do the

High-expertise level companies are much more focused on customer service responsiveness.

l High Expertise I Other Fxpertise

30%

Most Advanced

. g 22 N=2,530
Organizations £ 30%
S 3

Utilize¢ 2 15%

g 22.5%

5 . 2 “Your e-commerce website with its usability and its

S 75% -!é_ simplicity sometimes can lead to a value proposition

O - - "
What factors help differentiate ortise & 15% because now you are a better shopping experience.
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B responsiveness

“Your e-commerce website with its weekly 0%

usability and its simplicity
sometimes can lead to a value

What You Need to Understand

proposition because now you are a
better shopping experience.”

— Linda Bustos, Direcfor of 2.27 How did Companies with Advanced 2.28 How Often do Organizations with 2.30 How Often do Organizations with Advanced Measurement High-expertise companies’ revenue growth tends to

outpace competitors in the same industry, which indicates a

S R h, Elastic Path ility2

-G Measurement Programs Grow Versus Advanced Measurement Programs Make Programs Evaluate Webpage Usability: group that many marketers would like to emulate.
Compeﬂ’[ors? Site Cha nges Based on Customer Feedback? High-expertise companies evaluate usability more frequently.
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integral to continued success, which 50% N=2442 40% N=2,871 N=2,546 your continued success. This makes sense, given
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are well-trained in analytics and have a system by which
they evaluate and plan their marketing efforts.
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Which Marketing

Tactics are Successful
E-commerce

Marketers
Leveraging?

The MarketingSherpa E-commerce
Benchmark Study is split into three
sections — each aimed to deliver
key insights that are essential to
success in e-commerce.

In this section, we focus on
questions that can help marketing
managers execute tactics for his or
her products, stores and overall
company.

To help you achieve results, we're
sharing data on product page
elements, channels, website
development strategy and analytics,
among other topics.

As you go through each question in
this chapter, you'll also find a
“What You Need to Understand”
section to help you put the
information into practice.

Click to share
these key
e-commerce strategies

Y

3.11 Web Development Approach (by E-commerce Revenue and Success Score)

Respondents who reported e-commerce revenue over $10K, using a combination of internal development and a third-party
system had a high likelihood of being in the top success score group (9-12). Internal development is increasingly successful

(scores greater than 6) as e-commerce revenue rises, until the over $10M group, in which it is least successful.
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3.7 Budget Spend on Each Channel (by Cost per Acquisition Trend)

Companies with changing customer acquisition costs have higher spending on paid search than those with steady costs.

This is perhaps due to the competitive bidding process leading to volatility in the paid search market.
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3.2 What do E-commerce Companies Show on Their Product Pages? (by E-commerce Revenue)

Ratings, testimonials, product credibility indicators, product value proposition messaging and videos were increasingly common as e-commerce revenue rose, while price,
stock availability, descriptions and images were less common beyond $1M in e-commerce revenue.
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3.5 Channel Use (by Acquisition Cost Trend)

Respondents with decreasing acquisition costs were slightly more
likely to rely on organic search or content marketing than those
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What You Need to Understand

Marketers at e-commerce companies with rising revenue invested slightly less of their
budget in SEO and relied on organic search slightly less than companies with steady
or falling revenue.

As one Benchmark Study survey respondent said, “In recent years, with shifts to
Google's algorithm, we have realized that this is not the best path to follow since
different indicators could mean you lose a significant amount of your sales. Since, we
have shifted toward researching traditional marketing and sales tactics (digital-based)
to fill in the gaps created with these shifts.”

The data points to the benefit of control. Companies that invest significant budget in
organic or paid search inherently have less control over the outcome of marketing
efforts. Similarly, highly successful companies more often had site development
strategies flexible enough to integrate the best of both internal development (which
gives marketers more control) and a third-party system.
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What Elements do
Successful

E-commerce
Companies Employ
on Product Pages?

In our pre-survey literature review,
we found that researchers suggest
that price competition in
e-commerce has a direct impact on
customer loyalty. As a result, price
strategy should be considered in
website deployment because most
of the time, customers are price
driven.!

To help us further understand what
approach successful e-commerce
companies employ on product
pages, we asked which elements
are being displayed.

1. Lian Wei, “Success Factors for Transactional E-commerce
Websites: an Investigation Focusing on Technical and
Business Contexts,” Master of Computing (2012): 136.

Percent Showing Each

Percent Showing Each

3.1 What do E-commerce Companies Show on Their Product Pages? (by E-commerce Revenue)

Ratings, testimonials, product credibility indicators, product value proposition messaging and videos were increasingly common as
e-commerce revenue rose, while price, stock availability, descriptions and images were less common beyond $1M in e-commerce revenue.
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3.2 What do E-commerce Companies Show on Their Product Pages? (by Business Model)
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3.3 What do Successful and Unsuccessful E-commerce Companies Show on Their Product Pages?
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What You Need to
Understand

Although price was consistently
present on e-commerce product
pages, supporting elements of
descriptions and images are needed
to effectively communicate the
non-monetary aspects of value to
price-driven consumers. Each
company needs to choose the
elements on its product pages to
fully express its product’s value
proposition and address any
concerns that could be held by its
prospective customers.

According to Ryan Phelan, Vice
President of Global Email Strategy,
Acxiom Digital Impact, how much
you know about customers will play
a role in how successfully you
communicate value with them.

“The successful companies that | see
out there have a key sense of data
and use it to advance their
programs and customer insight.”
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How are E-commerce
Marketers Attracting

New Customers?

Academic research suggests new
customer acquisition is a key
measurement in assessing the
performance of an e-commerce
website.!

To help us further understand
customer acquisition cost trends in
e-commerce, we asked respondents
whether their costs were rising,

holding steady or falling in 2013.

1. Ahmad Ghandour, George Benwell, and Kenneth R.
Deans, “Measuring the Performance of eCommerce
Websites — An Owner's Perspective,” Pacific Asia Journal of
the Association for Information Systems 3, no. 1 (2011):
1-27.
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3.4 Acquisition Cost per Customer (by Trend)
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N=168

Acquisition Cost:
Mean
(Average)

Median
(50th Percentile)

The majority of survey
respondents reported trends
in average costs for new
customer acquisition are
rising. Several outliers in
each group reported very
high acquisition costs, which
pulled the mean far above
the median acquisition cost.

3.6 Budget Spend on Each Channel (by Cost per Acquisition Trend)

Respondents with decreasing acquisition costs were slightly more likely to rely on organic search or content marketing

than those with steady or increasing costs.
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3.5 Channel Use (by Acquisition Cost Trend)
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3.7 How is Cost of Acquisition Changing in Primary Sales Channels?
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Customer acquisition cost
trends were most
frequently steady across all
business types, with B2C
or B2C/B2B companies
slightly more likely to
experience rising costs
than pure B2B companies.
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What You Need to Understand

The cost of customer acquisition is rising, especially for
B2C and paid search users. Respondents with changing
costs are slightly more likely to use all of the channels than
those whose costs are steady.

One point to consider is how e-commerce companies will

employ customer retention strategies since it is inherently
cheaper to keep existing customers than to find new ones.
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3.8 Web Development Approach 3.9 Web Development Approach (by E-commerce Revenue) What You Need to

HOW are E—Com merce Nearly half (42%) of respondents reported using third-party solutions or content management systems (CMS) built by infernal or Respondents with over $100M in e-commerce revenue reported use of an external company for site development less frequently Understand
M 'I( e |d external developers as their site development strategy. This may have been affected by the sampling of a portion of the data from a while they increasingly used ground-up development.
e mailing list for a third-party solution (see Methodology for more information on sampling procedures for this study). 100%
Th ir W ID it 2 o ) Website strategies for companies
elr epslies¢ We sell primarily through another company’s website
change as the number of products
80% f:mcl e-commerce revenue
I Internal website developers created our site from scratch Parts of our site were developed from the ground vp (NCreases.
= and others use a third-party solution
T 0% This would suggest that as
= Q. B
Academic researchers suggest that I An external company developed our site 8 T RO TN WO I e — companies grow and offer more
as the current business environment 5 is built pl’od.uc’rs, the development
becomes more competitive, the I We use a third-parly solution or CMS on which our site is & 40% 50|U.h.0n to CICCC:mmC.DdO’re those
time frame of a website built by internal or external developers _ C'dd”"?nc'l offerings is also
development project also becomes ) An external company developed our site changing.
e i e K I Parts of our site were developed from the ground up and 20%
product.! 1 other parts use a third-party solution Third-party platforms may not be
I Internal website developers created our site from scratch ideal for the complex needs of

o e e el o e We sell primarily through another company’s website some companies with extremely
strategies marketers are using to 50 - $10K glggK $]33(IJ\IA( 21]?(\)/11\/1 Yglgf(\)ﬁM $1g?|1;/1 9. high numbers of products and

high e-commerce revenue, as

build their websites, we asked
respondents how they approached
development.

N=2,554 - 5
shown by increases in

combination and in-house

3.10 Web Development Approach (by Number of SKUs) 3.11 Web Development Approach (by E-commerce Revenue and Success Score) development in the highest groups
of Charts 3.9 and 3.10.

- _ As the volume of SKUs increased, development strategies shifted from internal development to third-party solutions, Respondents who reported e-commerce revenue over $10K, using a combination of internal development and a third-party system,
\],V:QZ;:T,,, ,S““j;;.f;‘;‘,‘,";j"u;I::i“{f,ﬁi:,‘:;jmm until the volume reached a critical mass around 100K SKUs, after which ground-up development or a combination had a high likelihood of being in the top success score group (9-12). Internal development is increasingly successful (scores greater b ] h
Bhorrzss ety Wil off Qampaiitng) (U1 220 of both strategies were increasingly commeon. than 6) as e-commerce revenue rises, until the over $10M group, in which it is least successful. These companies may have

passed a threshold where
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80% prohibitive.
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I from the ground up and others :
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How are
E-commerce
Marketers Obtaining

Insights from Their
Data?

E-commerce is able to produce
more data than brick-and-mortar
retailers because every element of
the purchase process — from initial
consideration to final purchase —
can be tracked on some level.

In addition, this data can be used
to formulate customer theory. With
an understanding of why customers
behave in certain ways, their
preferences and motivations can
inform testing of new e-commerce
experiences. Split testing or other
techniques can be used to
determine if the changes resulted in
actual performance differences.

To determine how rigorously
e-commerce companies dre using
these tracking and testing abilities,
we explored these topics in the
Benchmark Study survey.

3.12 How are E-commerce Companies Approaching Analytics?

No process or guidelines for measuring
performance of programs

Informal process with a few guidelines we
sporadically perform

Formal process with thorough guidelines we
routinely perform

Don’t know or N/A

Less than one-third of companies take a rigorous approach to
performance planning, execution and measurement.

N= 4,325

3.14 How are E-commerce Companies Approaching Testing and Optimization?

While about half of
companies test into
changes, only 13% of
companies based those
changes on extensive
historical data. A quarter
of companies neither base
changes on evidence nor
test to know the impact of
those changes.

We implement changes based on intuition and
best practices without festing

We implement changes based on best practices
and some historical data without testing

We implement changes based on extensive
historical data without testing

We test changes based on intuition and best
practices

I We test changes based on extensive historical data N=2,569

3.13 How Much Analytics Expertise do Marketers Have?

N=2,519

Percent Reporting

Almost all of the marketers know how to access and interpret
basic analytics data without assistance

Many of the marketers know how to access and intrerpret basic
analytics data, but may require occassional assistance

A few select marketers know how to access and interpret basic
analytics data, but they often require assistance

The marketers rely upon others to access and interpret basic
analytics data

Use of analytics data that could provide valuable marketing
insights is limited by access or lack of training at 42% of companies.

3.15 Which Metrics do Companies Monitor Regularly?
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Social Media
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Average Order Value I

Monitored Social Media B S—
Channels (for Reputation)

Returning Visitors Percentage I

Companies tend to
monitor the
easier-to-track,
top-of-the-funnel and
order data rather than
often insightful purchase
process metrics like
add-to-cart rate or click
tracking.

N=3,813

Ratings N
Add-to-cart Rate I

Margin I
Brand Awareness I

Time to First Purchase NS

Time on Page N
Clickthrough Rate INEEEG_—
Page Load Time I
Customer Feedback Surveys I
Click Tracking N
Number of Site Searches I

Net Promoter Score Il

Repeat Purchase Rate N

What You Need
to Understand

While selling online allows
companies to track a
plethora of data, and there is
no shortage of tools and
platforms available to help
marketers track and test, a
rigorous process is only
brought to bear for a
minority of e-commerce
companies. Agencies and
marketers that desire a more
rigorous process may share
in this respondent’s
lamentation:

“Most of our clients only
want a website. Almost all of
our clients have no
understanding of the
importance of creating a
strategic marketing plan that
integrates the website as a
part of a traffic and
conversion process. They
also don’t understand the
need to aggressively market
across multiple media to
drive traffic and build their
database so that the website
can work for them. Most just
want the site built and wait
for the flood of customers to
come flooding in. They also
don’t understand the value
and benefits of analytical
tools on the back-end to
measure results and to
modify marketing campaigns
and testing for better
conversion.” — Anonymous
survey respondent
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3.16 Which Metrics do Companies Monitor Regularly? 3.17 Which Metrics do Companies Monitor Regularly? (by Expertise)

70% Nearly 60% of 80% Marketers who relied on others to access and interpret data for
N=3813 responden’rs reported N=2,519 them tracked all variables significantly less often than those able to
! access mefrics independently. Through a lack of training or access,

Which Metrics are
Being Tracked Most

they lose key insights into customer behaviors on their sites.
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3.19 Transaction Method(s) 3.21 Transaction Method(s) (by Success Score)

N=1,943 Respondents who reported using a
combination of online store, mail

order, telephone order and direct sales
were most likely to receive a success
score of 9 or above.
Success Score:
Low-3
I 3-6
I 6-9

Where do Successful

The majority of respondents (77%) reported online stores as one of their sales models.

E-commerce N=331 100%
c 80%
Companies Complete -
Transactions? 70%
5 60%
60%
40%
50%
Prior research suggests that
marketers with an understanding of 20%
consumer behavior can enhance @ 40%
customer satisfaction and retail 0% e

Percent Reporting
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no. 1 (2011): 6. R HORE
100% ’ Online stores were also reported as the venue

most used across all revenue segments. However,

o)

3 the percentage using online stores fell as revenue

% 80% increased. At more than $1B, there were almost as Whai- YOU Need to Undersi-dnd

< many using direct sales as online stores.
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S 60% It was no surprise the majority of e-commerce companies are completing
S Overall Revenue: transactions online.

g) 40%

3 $0 - §10K $10M - $100M One point to consider is that ultimately no sales model proved to be more
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What are the Impacts
of Testing and

Optimization on
E-commerce?

Testing and optimization are vital to
learning more about your existing
customers.

To help you better understand how
companies are approaching
customer theory development, we
asked respondents about their
process for testing and how they
used historical customer data.

Percent Reporting

3.22 How are Successful and Unsuccessful E-commerce Companies

Approaching Online Testing?

As success score rises, companies are more likely to test and less likely to implement changes
based on best practices alone.

N=2,151
45% We test changes based
I on extensive historical
40% data
35% We implement changes
based on extensive
2 30% historical data with
"g testing
S 25% .
a We implement changes
S 20% based on extensive
S historical data without
£ 15% testing
10% We test changes based
I on intuition and best
5% practices
We implement changes
0% based on infuition and
Success Score: Low - 3 3-6 best practices

3.23 How are Successful E-commerce Companies Approaching Online Testing?
(by E-commerce Revenue)

Companies over $10K in revenue that reported testing changes based on extensive historical data received success scores
higher than é more often than those that did not. N=1 729
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Percent Reporting
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3.24 How are Successful E-commerce Companies Approaching Online Testing?

(by Measurement Maturity)

What You Need to
Understand

Those using a formal measurement process and testing based on extensive historical data had the highest frequency of

success scores above 9 (26%).
100%
90% —
80%
70%
60%
50%
40%
30%
20%
10%
0%

Best Practices, No Testing

I Formal Process I Informal Process I No Process

Some Data, No Testing Extensive Data, No Testing

3.25 How are Successful E-commerce Companies Approaching
Online Testing? (by Margin and Measurement Maturity)

Low-margin companies more frequently received high success scores as their testing practices
became more rigorous.

N=402 Success
100% Score:
80% I Low - 3
70% ——
60% I 3-6
50%
40% 6-9
30% ——
po I 9-12
10%
0% =
ow High Low High Low High ow. High
Best Practices, Some Data, Best Practices, Extensive Data,
No Testing No Testing Testing Testing

Best Practices, Testing

Extensive Data, Testing

Success Score: ILow -3 I 3-6

Percent Reporting

Testing and optimization strategies continue
to increase in complexity as more companies
use analytics insight to better serve customers.

N=2,075

Although testing and optimization practices
are being increasingly adopted by
companies, one in four organizations
continue fo utilize guesswork as the driver of
change.

One point to consider is how testing and
optimization will impact future competitive
advantages.

As more customer data and increasingly
sophisticated analytics become available for
companies fo leverage, the ability to improve
the customer experience will be determined
by customer insight.

3.26 What Online Testing Strategies are
E-commerce Companies Using?

(by Order Volume Trend)

Respondents who reported testing using extensive historical data
also more frequently reported having a rising trend in orders.

0% N=1,738
_. . . || | B I Falling
80% — —
Steady
60% —
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40%
20%
0%
Best Extensive Some Best Extensive
Practices, Data, Data, Practices, Data,
No Testing No Testing No Testing  Testing Testing 25



3.27 User Account Experience (by Product Type) 3.28 Checkout Experience (by Product Type) What You Need to Understand

What Efforts are

& L Most T-comhmerce ccf)mpqnies do not lflf)"ce cuk;slf.o}:r)ers f.odcreo.felcn account fodpurchcse.f_The rfaclwirerpenf of an GCCOUT was mojf There was variability among industries for shopping cart type, with companies selling industrial equipment
OIT]. panies \F:i::(lagg e:fr%egwfr?deriafsz:;r:sgrcliiz:e ing publishing, industrial equipment, education, financial services, computer sotfware an products the most likely to allow logged-in customers to see a persistent shopping cart. Temporary carts are While marketers have heard a rising tide of advice to
Ma I(I ng to be 9 ! ’ N=2,428 relatively unpopular in most industries, as they are not compatible with multi-session shopping behaviors. create more customer-centric companies, product
C ustomer-ce n’rric2 There are no user The user may purchase without an The user must create an account The user must create an accountfo offerings, websites and sales processes, it is useful to
: accounts on the site account, but is encouraged to make one fo make their first purchase browse the product or services offered 100% see that the evidence su pports this advice.
100%
90% . - ; .
90% I I l I l l I I I I I The ShOPPdeCﬂ” is By and large, companies that were most responsive
l I l I I l . l I 80% Iiem-pomry i and focused on customer needs were the most
80% IS REESTS successful, perhaps because this group was able to
70% _ _ , perhap group
70% I I I l l I I . l I I The §;0PFE1% cart is better retain customers the most, as this respondent
o [N 60% per?l en U & & .
In the pre-survey literature review, g 60% . I I l I I I l I I g st devirespediic implied
we found that researchers had 5 50% l I I I % Logged-in users see “If you give |a| better experience to your customer for
focused on several areas in e l T 40% BB I ;’hz‘;’gﬁgﬂg}ﬁ online shopping, then they will never likely go
evaluations of e-commerce success: D de— B B = 30% ; anywhere. Let’s make them |a] little lazy and make
< 309 < Logged-in users see a things easier for them. And for that, you have to give
20% peEsisiEnishopping [the] best online shopping experience.” — Anonymous
¢ Company revenue/profit 20% — — cart and cart recovery S
* Quality of site design/ 10% emails are sent y resp
10% — —
performance o O e e W o W > o o N=2,074 In addition, most products being sold are using a
= [= (0] [} [ =4 = L] g = — Ly . H
¢ Customer feedback/experience 5 T8 T°TY s TH T S 6 ¢8 8 = = < Tz W = 2 mE 2 vg ge 2 g @ g o5 L 89 o F 5 8 § % s £ 5 g G c.us’romer-fnendlY. process of not requiring account
¢T ©g ot Y SE ©.Y ] € Le © 2 5 ° g [} £ = > S g 2 5.2 £ 2 & © T § o &8 5 U o 5 g_ : £ 75 £ s 8 sign-up, and a's |gh’r maijority of companies in most
. . 28 ¢ T o£2 S o8 85 5§ £ fE ¢ g & 8 £ H 2 © B o2 T =9 38 & 3 (g S 3 E 332 3 & 5 O 5 8 32 2R & product categories offer persistent shopping carts so
In theory, high performance in one £8 B =3 9 Eg Ew 3 § vz & g ® - g - = £2 § = u_'~<8 E 2 g § v m 5 o5 u 5 ¢ 4 2 2 - that users can easily recall their desired items in
should correlate fo high @% g9 8< ¢ 52 g § “ 'E'E 2 _g E 5§ a I;u‘u:i 2 T g'g = £ = 8 E5 6 5 £ s 2 S5 8 subsequent visits.
o -~ = — o] = = o o el
performance in another. Do they? as b3 < 2 2 g ° z £ 3 g 5 = é o 4&‘:’ E @& 5 i i _§ g T :§ 3 s £ =
5 S of= i (N >
Or do sites produce significant = “ L 2 K T 2 :é_ L S 2 5 = = B & 2
revenue while providing a poor user 0 2 5 K §
. 2 £
experience, or perform well on a 3.29 How does Revenue Growth Relate to 3.30 How does Revenue Growth Relate to < 3 é 2 |c_>)‘
technical level while not meeting the Frequency of Customer Service Evaluation?  Frequency of Site Usability Evaluation?
demands of users? Companies that do not evaluate their customer service The more frequently companies evaluated usability, the 3.31 How Successful are Companies that Frequently 3.32 How does Customer Responsiveness Correlate with
responsiveness or evaluate only when there is a problem more likely those companies would outpace revenue Eval C F . 2 S 2
To find out, we compared an are less likely to meet or outpace the revenue growth of growth goals. valuate Customer Experiences uccesss
overall, computed success score (see their competitors. N=2,442 N=2,456 The more frequently e-commerce companies make changes based on Frequency of evaluation across a number of factors correlated to overall success.
page 17) W|’L}I1 customﬁr certrlcﬁyh I Slower customer feedback, the more likely those companies will be successful. Less than quarterly evaluation led to significantly lower-than-average success levels.
practices to discover the relationship
between success and these s 8.5 s I Daily
practices. Equal 7 8.0
% g 6 e 7.5 I Weekly
g S 5
O Ouipaced 3 3
© I mgq 5 t; 7.0 l Monthly
t @ o]
g g 4 i 6.5
& v Y2 6.0 Quarterly
s 3 kS B
o o
o) o -
= 2 = I Annually
5.0
] 0
4.5 Do not Evaluate
S 0N S R S se £ S 0N oS ® R se 8&
& ¥ £ 5 ) < &o § ¥ 3 5 £ 9 0 ) 4.0 -
e} & I & S » L9 Q & IS & 9 oy A9 . Services . When There is a
R o g § e o N o S § IS 2 Website Product Sales Process
< O"D YS‘ & ‘Qé‘qk - O-b YS‘ & ~§$Q§ or Policies Ease of Use Security Customer Service  Repufation Problem 2 6
2.0 9

Q o



FIRMOGRAPHICS

Geographical Distribution of Respondents

52%

3%

Distribution of Respondents by Primary Sales Channel

We are an agency or
consultancy working with
at least one e-commerce client

I We sell primarily to
businesses or government (B2B)

I We sell primarily to consumers (B2C)

We sell to both groups

N=4,344

1%

32%

N=4,341

9%

3%

Distribution of Respondents by Business Model

Exclusive Reseller
I Non-exclusive Reseller

I Manufacturer/Direct Sales

N=3,744

Percent of Respondents

Number of SKUs

Distribution by Product Categories Sold Through E-commerce Distribution of Respondents by Number of
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FIRMOGRAPHICS

Distribution of Respondents by All-channel Revenue Distribution of Respondents by Decision-making Authority

N=>2,988

Chief marketing officer or senior
executive with final marketing
decision-making authority

Non-management marketing
personnel with little or no
decision-making authority

All-channel Revenue
=
<
«
g

Marketing manager or
supervisor with infermediate
marketing authority

0% 5% 10% 15% 20% 25%

N=4,333
I What was your company’s all-channel revenue in 20122
I What was your company’s all-channel revenue in 201372
Distribution of Respondents by E-commerce Revenue Distribution of Respondents by Sales Models Used
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I What was your company’s e-commerce revenue in 20132

Distribution of Respondents by Marketing Process

We have an informal process
with a few guidelines we
sporadically perform

We have a formal process with

thorough guidelines we routinely
perform

guidelines for measuring the

I We do not have a process or
performance of our programs

I N/A or don't know

N=4,325




How MarketingSherpa and MECLABS Serve Marketers like You ép ma rkeﬂ N g Shel'pCI

MarketingSherpa is a firm, wholly owned by MECLABS Institute, that specializes in reporting on what works in all aspects of marketing.

Praised by The Economist, Harvard Business School’s Working Knowledge forum and Entrepreneur.com, MarketingSherpa is recognized

throughout the marketing industry for offering practical, results-based marketing information researched and written by a staff of in-house reporters.

MarketingSherpa and MECLABS, the institute that powers MarketingSherpa, provide marketers with:

* Effective practices: 1,000+ brand-side marketer case studies and 3,500+ creative samples, compiled every quarter in the MECLABS
Research Digest. Download the latest complementary copy at meclabs.com/digest.

* Instruction: 800+ how-to articles in our library. Read all these articles at marketingsherpa.com/library.
* Newsletters: 100,000+ marketers receive weekly newsletters featuring our latest case studies on a range of topics, including email, search,
web optimization, social media, lead generation, mobile and content marketing.

Sign up to receive the latest marketing discoveries at marketingsherpa.com/newsletters.

* Training: Hands-on training sessions providing practical and proven solutions derived directly from more than 15 years of testing experience
and marketing research. Learn more at meclabs.com/education.

* MarketingSherpa Summit: A vendor-neutral marketing event featuring expert speakers, brand-side marketer case studies, one-on-one
coaching clinics, industry roundtables and peer networking. Learn more at marketingsherpa.com/summit.

Get all these resources at MarketingSherpa.com or MECLABS.com

©2015 by MarketingSherpa, LLC All rights reserved.

ISBN: 978-1-936390-86-1

At MarketingSherpa, our mission is to foster knowledge and professional growth throughout o
vibrant community of marketers who derive inspiration and insight from the success of peers
featured in our content.

To that end, you are free to share any five (5) infographics from this book in presentations to
clients, business leadership and at events as well as in blog posts, videos and other public and
private venues, without written permission, as long as you attribute MarketingSherpa and link to

MarketingSherpa.com (where applicable).

User License: MarketingSherpa hereby grants each user a worldwide, non-exclusive, non-sub
licensable and non-transferable license to use (i.e., to download and display) this publication.

To request written consent from MarketingSherpa:

Contact: 1-877-895-1717 (outside the U.S. call 904-813-7000)
Customer support is available Mon - Fri 9:00 a.m. - 5:00 p.m. EST
Or send us an email:

research@marketingsherpa.com

29


mailto:research@marketingsherpa.com
http://meclabs.com/digest
http://marketingsherpa.com/library
http://marketingsherpa.com/newsletters
http://meclabs.com/education
http://marketingsherpa.com/summit
http://marketingsherpa.com/

See what 4,346 marketing professionals have to say about what is working in e-commerce.

Lifetime Customer Value: How are overall metrics trending? Which Departments Own Aspects of the
See chart 1.9 on page 9 Online Presence? See chart 2.20 on page 31
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Budget Spend on each Channel: How are e-commerce marketers attracting
new customers? See chart 3.6 on page 39
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