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1. About E-consultancy  
E-consultancy is an online publisher of best practice internet marketing reports, research and how-to guides. E-consultancy, named Publisher of the Year at the 2006 AOP Awards, also publishes buyer’s guides and has a directory of 100,000+ third party internet marketing white papers.

Subscribers pay from £195 per year to access the exclusive and highly practical content. E-consultancy has more than 100 events lined up for 2007, including roundtables and monthly Supplier Showcases, where six suppliers pitch to an audience of pre-qualified buyers at a Central London venue.  

E-consultancy has 58,000 registered users and more than 145,000 unique users sessions per month (audited by ABC Electronic). It is popular among internet professionals because of its time-saving advice and insight. The company also provides a range of public and in-house training programmes, such as seminars and workshops. 
http://www.e-consultancy.com/about/
2. About buy.at  
buy.at is leading the next generation of affiliate marketing, specialising in driving significant online sales for the UK's biggest brands. With a 100% affiliate network focus, each client benefits from a bespoke package of industry leading commercial and technical innovations, supported by a responsive account management team of marketing and technical experts. 
 
Having pioneered the idea of an 'open network', buy.at ensures that its clients build strong relationships with the UK's leading affiliates, managing their brand more effectively and driving market-leading volumes.
 
buy.at drives online sales growth for 200 of the biggest brands across all sectors through its leading network of 9,000 good quality affiliates, supported by industry leading commercial and technical innovations. Clients include AA, Butlins, Carphone Warehouse, Capital One, Egg, John Lewis, M&S, Powergen, T-Mobile, Sky and Virgin Media.
 
buy.at has experienced 150%+ growth in turnover year-on-year since 2004.  In March 2006, buy.at secured its future growth following a £7.3 million investment from Esprit Capital Partners. Bruce McLaren, renowned for leading Advertising.com as International CEO to a successful sale to AOL Time Warner, was appointed Chairman. Former match.com MD Kevin Cornils was recruited as CEO.  
http://www.buy.at/ 
3. Introduction
3.1 Introduction  
By Kevin Cornils, CEO, buy.at
Buy.at is proud to be sponsoring the most in-depth piece of UK research ever conducted covering how marketers are using the affiliate channel. We have always striven to be at the forefront of both technology and service in the affiliate marketplace and are pleased to be partnering with E-consultancy to increase the awareness of the key trends and benefits of the sector.  

As E-consultancy reported in their 2006 Affiliate Marketing Networks Buyer's Guide, the affiliate market has been growing at over 60% a year – and this study confirms that this growth looks set to continue with nearly 80% of respondents indicating they plan to invest more over the next two years.

The survey highlights one of the primary reasons that investment continues to flow into the sector – 95% of the respondents claimed affiliate marketing was ‘very’ or ‘quite’ cost effective as a source of driving customer acquisition – beating paid search at 90%, email marketing at 81% and display advertising at a disappointing 52%. However, the challenge is clear for those in the affiliate business with volume driven through the sector still only a distant second to paid search. 

Growth will need to be driven from all players in the market. Networks must continue to innovate and expand their service offerings, affiliates must continue to professionalise and invest in their businesses and advertisers must continue to allocate the appropriate level of resources to support a successful affiliate programme.   

We are also hoping that this survey will help to illustrate some of the key trends in the affiliate marketplace. While affiliate-advertiser interaction has been increasing, still less than 50% of respondents claim to have good direct communication with at least their top tier of affiliates.

At buy.at we have always advocated regular meetings and events with key affiliates. In fact, we suggest that they be treated as your online sales force – with the appropriate level of marketing, creative and strategic support that you would provide to your own sales team.

The research also makes clear what affiliate networks need to do to continue to grow their own business as well as the sector as a whole. Advertisers indicated they are looking for superior technology, strong relationships with affiliates and pro-active account management when choosing an affiliate provider. For those networks that are up for the challenge, it should prove to be a rewarding next couple of years. And for those advertisers that are looking to grow their online sales, affiliate marketing should continue to provide an increasingly successful and cost-effective way channel to grow their business.      

3.2 Methodology  
More than 700 E-consultancy users responded to our emailed research request, of whom 239 were UK merchants, i.e. “working in the UK for a company which sells online through the affiliate channel”.  
E-consultancy and buy.at would like to thank those respondents who completed the online survey
 over a three-week period in August and September 2007.   
Figure 1 below shows the full profile breakdown of those who responded to the research request. 


Figure 1 
[image: image2.emf]
The findings for UK agencies will be documented in a separate report to be published in October 2007. 
If you have any questions about this research, please contact Linus Gregoriadis at E-consultancy (linus@e-consultancy.com) 
4. Executive Summary and Highlights
The Affiliate Marketing Merchants Report 2007, published by E-consultancy in association with buy.at, is based on an online survey of 239 UK merchants carried out in August and September 2007. 

The merchants surveyed cover a range of sectors, with Financial Services, Retail and Travel the best represented. 

The report paints a picture of a thriving UK affiliate marketing industry set for continued and strong growth. On average, UK merchants involved in affiliate marketing drive 16% of their online sales via this channel. Furthermore,

· More than two thirds of responding organisations (67%) are now getting more sales from affiliate marketing than they were two years ago.

· Almost four out of five respondents (78%) say their organisations are spending more on affiliate marketing than they were two years ago, compared to only 7% who say they are now spending less. The same proportion (78%) said they expected to be spending more on affiliate marketing in two years’ time.
· Half of responding organisations expect to have more employees managing this channel in 2009 compared to only 4% who expect to have less employees involved.
Affiliate marketing is seen by merchants as the most cost effective channel for driving customer acquisition. The overwhelming majority of UK merchants (95%) say that it is either ‘very cost-effective’ or ‘quite cost-effective’. 
The next most cost effective channels are paid search and then email marketing which are seen as ‘very cost-effective’ or ‘quite cost-effective’ by 90% and 82% of merchants respectively. 

Other key findings: 


5. Findings
5.1 Merchant profile
The vast majority of UK merchants profiled (78%) work for organisations which sell both online and offline [Figure 2]. This statistic underlines the extent to which companies are operating in a multi-channel environment. 

Figure 3 shows that the best-represented sectors are retail, financial services (including insurance), travel and telecoms / mobile phones, with 58, 29, 27 and 12 respondents respectively. 

5.1.1 Online only or multi-channel?
 Figure 2
[image: image3.emf]
5.1.2 Business sector

5.1.3 Company turnover
Figure 4 and Figure 5 give a good indication of the profile of responding organisations in terms of their size. Half of respondents who knew their company turnover said it was at least £50 million a year [Figure 4].  

Figure 5 shows that the vast majority of responding organisations are generating at least £1 million sales online every year. Some 42% are turning over at least £10 million a year online (excluding those who ‘don’t know’).
 



Figure 4
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5.1.4 Revenue from online sales

5.2 Affiliate marketing compared to other channels
5.2.1 Driving volume  
Figure 6 shows how much volume different digital marketing channels drive for advertisers, in descending order of channels driving the highest volume.

More than half of respondents (53%) said that Paid Search generates ‘high volume’ for their businesses, with a further 33% saying that it drives ‘medium volume’. 

Figure 7 on the next page shows the exact percentages for each channel and levels of volume. 
5.2.2 Cost-effective customer acquisition
Affiliate marketing is seen by UK merchants as the most a cost effective way of driving customer acquisition, with the overwhelming majority of UK merchants (95%) saying that it is either ‘very cost-effective’ or ‘quite cost-effective’ [Figure 9]. This compares to an equivalent figure of 90% for paid search.

 
5.3 Budget and spending

It can be seen from Figure 16 that UK merchants engaging in affiliate marketing are spending an average of 18% of their online marketing budget on this channel. 

 
Figure 17 shows the proportion of online budget spent on affiliate marketing for different sectors.    
5.3.1 Proportion of online budget spent on affiliate marketing
  Figure 16
[image: image5.emf]
Proportion of online marketing budget spent on affiliate marketing – selected sectors

  Figure 17
	Sector
	Proportion of 
online budget
	Size of sample

	Financial services / Insurance
	21.2%
	25

	Retail
	18.64%
	53

	Telecoms / Mobile Phones
	23.75%
	12

	Travel
	15.67%
	24


Please note: because of the small sample sizes, the differences are not statistically significant 
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