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In 1994,
something novel happened. Visitors browsing hotwired.com witnessed the 

internet’s first banner ad. Sponsored by telecoms firm AT&T, it piqued user 

interest in one, cheeky prediction1: 

“Have you ever clicked your mouse right here? You will.” 

Over 44 percent did. 

Banner ads mined a then-untapped resource. Scores of companies moved to 

replicate the idea, ploughing tens of millions into the format while attracting and 

irritating audiences in equal measure. Different types of the ad soon followed. 

Display advertising paved the way for search ads.  A multibillion-dollar industry 

was born. 

In the space of two decades, search marketing has blossomed. Today’s companies 

have a variety of channels at their disposal, as desktop-based media competes 

with handheld devices.  

Mobile ads represent a key frontier in the battle to control consumer channels–– 

and drive up profits. Over 125 million consumers2 in the U.S. now own a 

smartphone, 62 percent3 of whom used it to buy something online in the last six 

months.

Customers increasingly turn to digital channels first. Today’s performance 

advertising world extends well beyond search marketing, with tech giants like 

Facebook and Amazon battling to own purchase intent. Unlike print, embracing 

digital media offers an obvious (and more measurable) way to reach your 

customers. And at the very moment they think to buy something. 

Spending in the digital sector continues to flourish. According to the Internet
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Advertising Bureau, digital ad revenue in the U.S. reached $40.1 billion4 in the first 

half of 2017. This represented a 23 percent year-on-year increase—and an all time 

high.

Today’s landscape offers a near infinite choice of ad mediums and ways to 

optimize spending. The most successful retailers have learned to navigate this 

minefield with a holistic, business-first mindset. Spend your money wisely? You 

could significantly boost profits and gain new customers. But spend it in the 

wrong places or the wrong products? You’ll see little (if any) real benefit.

So, how do you take advantage of this advertising medium? Using our vast retail 

advertising experience, we’ve put together this paper to guide you in the right 

direction. 



Before speaking to your marketing department about their digital advertising 

plan and KPIs, you need to examine your retail strategy as a whole. Just how 

cohesive is it? You have a 360-degree view of your organization. It should attune 

you to the relationship between marketing and other departments, such as 

merchandising and pricing.

Think of it as a tripod. Each leg represents a different aspect:

Each part holds masses of data. But that information can remain siloed by the 

teams that collect it. In most companies, vital information isn’t fed back into 

other parts of the marketing machine. The result? Lost revenue and wasted ad 

spend.

A Cohesive Retail Strategy

Customer acquisition: The different elements of product advertising that 

help customers to discover your products.

Conversion: Do you have the product the customer wants to buy? Are you 

prepared to sell at a price they’re willing to pay? This links intrinsically to 

price and inventory management.

Retention and measurement: Revolves around each new customer’s worth 

to your business. How many purchases are they likely to make? To eke out 

maximum profit for your advertising spend, you need to integrate your CRM 

(customer relationship management) and ERP (Enterprise Resource 

Planning) systems.

Think of it as a tripod. 
Each leg represents a different aspect:
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A cohesive retail strategy means letting the data flow across your organization. 

When you integrate your product advertising efforts with inventory management 

and price competitiveness, making smart decisions becomes easier. Once your 

business focuses on mutually beneficial and co-ordinated metrics, you’ll see 

company-wide improvements that have a positive impact on bottom-line figures.

Get your pricing wrong and you risk your ads’ effectiveness. This 

holds especially true for products on Google Shopping. 

Price above average? 

You’ll find it near impossible for your ads to reach top position, regardless of how 

high you bid. If your marketing team tries to bid higher on products that aren’t 

competitively priced, they might as well throw your money down a well.

This is because Google and other product listing adverts (PLAs) include price 

competitiveness as an algorithmic signal. Research shows that lower-priced items 

trigger four times more conversions than costlier ones. 

Your marketing team probably won’t know how competitively priced your 

products are. Even if they do, the chances of them feeding back any effects on 

performance to the pricing department are slim. 

Encourage your marketing and pricing teams to work together. By pooling their 

resources, they can use product advertising performance to test the price 

elasticity of your products. 

Tinkering with prices helps you discover optimum conversion levels. And if a 

product price can’t be changed? Marketing will still be able to capitalize on 

pricing data to inform the bid strategy. Any ad spend targeted towards 

competitively priced products ensures they can be used to attract new 

customers.

Improved pricing strategy
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Determining an item’s optimal price 

point isn’t easy. But it can be 

simplified—when your product and 

marketing teams collaborate. Most 

discussions on Price Elasticity (PE) 

focus on how a product’s price can 

influence its sale. This applies to 

Google Shopping, too. 

Because of this connection, pricing 

executives and marketing campaign 

managers should look to an 

extended model of PE;  one that also 

accounts for the impact of price 

changes on advertising cost and 

performance.

Arm decision-makers with intra-

departmental data. It will help them 

fine-tune any costs in the form of 

price elasticity tests. You’ll find that 

the below scenarios5, which illustrate 

levels of product demand, ring true in 

search engine product ads. To drive 

more sales, a retailer can either 

increase advertising budgets, 

decrease product prices, or a 

combination of the two.

More Accurate Price Elasticity
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Take a look at the respective reactions when each lever is pulled independently:

Increase advertising spend or decrease price?
Price changes can have a huge impact on click and sales volumes?

Status quo

Clicks 10K 25K 34K

100 250 340

7.5K 13.75K 18.7K

Sales

Profits

Scenario 1: 
Increase ad spend

Scenario 2: 
Decrease price

Ad
spend

Ad
spend

Ad
spend

Profit 
per sale

Profit 
per sale

Profit 
per sale

Price Price Price

100 100
80

25 45
2575

55 55

*Note that, to calculate Profit, the cost of goods must be deducted from the price.



Increasing ad spend can significantly boost impressions and sales. But, if your 

products remain uncompetitively priced, lowering their cost has a much stronger 

effect. 

Let’s say your merchandising team shares pricing intelligence with marketing. The 

latter can use this data to determine optimal prices for every item you stock. Paid 

search offers a lush testing ground for new pricing strategies because it allows you 

to control all the variables, run tests at scale and produce rapid results. 

Is your marketing team spending their budgets on the products that need them 

most? 

Probably not. Our research6 found that marketing teams spend around 40 percent 

of ad budgets on products that will sell out within three weeks. But they allocate 

just 21 percent on items that remain on the shelf for three months or longer. It 

should be the other way around. Why spend money advertising something that 

sells well organically?

Urge your marketing and inventory teams to share data and work more closely.

By understanding each product’s sell-through rate, marketing will know when to 

add spend to slow-moving items...and pull back on fast-moving ones. 

Feed advertising systems can help these three areas of your business connect with 

the others’ systems, and share relevant data. But it’s up to you to drive a cohesive 

strategy...and prompt department heads to find new ways of collaborating.  
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Better Inventory Turnover

Knowing a product's elasticity can help you to improve pricing tests and find 
your optimized price quickly.

Elastic products are sensitive to changes in price and demand; inelastic 
products, on the other hand... 



Once your teams share their data, it’s time to put it to use. As the CEO, it’s your 

responsibility to help set the targets that each department strives for. Doing that 

effectively means understanding how they calculate their metrics—and how to 

improve them to get better results. 

You’ve asked the question a million times. 

“How much profit did our campaigns generate?” 

If your marketers struggle to answer it accurately, 

they’re not the only ones. 

Most of them will evaluate a campaign’s success by using Return on Ad Spend 

(ROAS). But questions persist over its usefulness. The metric elicits three separate 

headaches:

It doesn’t tell you the extent to which a sale may have occurred anyway (i.e. it 

ignores incremental value).

It incentivizes your team to sell more low-margin products to existing 

customers (as this revenue type is cheaper to get).

It fails to consider profitability, margins, and new customer acquisition.

So how should marketers report on a campaign’s true worth? Forward-thinking 

retailers have increasingly shifted to value-based metrics:
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Using Data To Drive 
Business Outcomes



Certain campaign types (like retargeting campaigns) fail to bring in many extra 

sales. However, because they sit lower down the sales funnel, their conversion 

figures cause people to overstate their importance. Think of it as “ghost revenue.” 

It may look real on a performance report, but it doesn’t add to your profits.

As an example, Campaign X may appear to drive $15 of revenue for every $1 of ad 

spend. But it is only 27 percent incremental, meaning it generates only €202,500 

of incremental revenue. At first glance Campaign Y appears less attractive. 

However, with 100 percent incrementality, it brings in almost three times as much 

incremental revenue.

Channels that drive the most incremental sales cost more. This is because they 

(usually) represent higher-funnel campaigns, face more competition and trigger a 

longer decision-making process. Conversely, the least incremental revenues tend 

to be the cheapest—another reason marketers tend to focus too heavily on them.

To contribute fully to your business goals, your marketing team should focus on 

channels that drive incremental value to your bottom line. You can make this 

happen by insisting they work to incremental targets—and optimize for margins/

profits instead of pure revenue. 

A separate incrementality exercise (Excel document) comes with this white paper. Use it to work out the value of your 
PPC campaigns.
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Incrementality and Incremental Gains

Campaign

Generic: X 100,000 600,000 6 100% €600,000 6

4.05€202,50027%15750,00050,000
Re-
marketing: Y

Spend Revenue ROAS Incrementality Inc. Revenue Inc. ROAS



It’s tempting to conflate high revenue figures with high profits. But in retail, not 

all revenue is created equal. If a product has a high return rate, or a very low 

margin, spending a lot to advertise it may not work out in your business’ favor. 

Testing for incrementality sets you on the right track. Knowing which campaigns 

drive the most additional revenue gives you an advantage. But how do these 

revenue figures contribute toward overall profitability?

Shrewder marketers incorporate Margin and Return data into their PPC 

calculations—it helps them strike a balance between ad spend, sales volume 

Margins & Returns

You can estimate the incrementality of paid click segments 
by using the guide below:

Estimated 
incrementality of 
a paid click: ++

Hunt new customer 
with PPC

Re-active dormant 
customer

Estimated 
incrementality of 
a paid click: +

Estimated 
incrementality of 
a paid click: 0

New 
Customer

Estimated 
incrementality of 
a paid click: - -

Existing 
Customer

Many recent 
website 
interactions

Not many 
recent website 
interactions

10 Crealytics



and margins. PPC teams ignore this last group all too often. Margins should act as 

an additional data point; a signal that business impact means more than just 

sales volume. 

One scenario exists that stands apart from the others—you may choose to make a 

short-term loss on a campaign (for the sake of a long-term business gain). The 

catalyst? To attract a new customer with a high Customer Lifetime Value (CLV).

CLV leads the rebellion against traditional KPIs. And it pays to use it as a primary 

metric. In contrast to ROAS, Crealytics’ research7 showed that advertisers who 

focused on a CLV model saw an increase in of 275 percent in profit!

CLV reveals how much a customer contributes to your company throughout their 

lifetime. Marketers can use it to get the right blend of customer retention and 

acquisition, and see the point at which a customer becomes profitable. 

As with revenue, not all new customers are created equal, either. Some will only 

shop during sales/promotions or only buy low-value merchandise. Instead of 

attracting all customers equally (as you likely do now), you want your marketing 

department to focus product ads on items that yield greater margins and lead to 

multiple purchases.

ROAS-based models only focus on advertising efficiency. Because of this, they fail 

to determine the best way to grow your business. CLV encourages businesses to 

switch their focus, replacing quarterly profits with the long-term health of their 

customer relationships.  

Once your marketing team is set up to optimize for profits, and shares data with 

the rest of your organization, you can use digital channels to look for new avenues 

of expansion.
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Customer Lifetime Value



Exploring (and exploiting) new growth avenues remains a 

cornerstone for successful retailers. Used correctly—and with 

the right strategy in place—digital advertising offers a straight-

forward way to expand into new markets and product types. 

Paid search clears an easy path to fresh markets. Should you look to 

internationalize or add a new product category, you’ll find a lightweight 

advertising platform that provides both flexibility and reporting capabilities. 

Breaking into new markets requires agility: the lower the upfront production 

cost, the better. Quick setup times and scalability also make things easier. With 

Digital Advertising, inexpensive ad copy shrinks these expenses. It’s even easier 

with Google Shopping, which requires only a product feed (albeit in the right 

language). 

Paid search advertising offers enough flexibility to get you out of the traps 

quickly. It lets you scale your business without taking too much risk. Plus, you can 

quickly expand across markets and countries through just one large search 

services provider. Say goodbye to format variations and inflated transaction costs.

Because paid search documents thousands of interactions continuously, 

advertisers can rapidly optimize “on the go.” As a result, you can quickly identify 

and react to any trends or challenges. 

Search acts as the world’s largest market research tool - it gives you immediate 
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Finding Growth Through 
Digital Advertising

A nimble and accountable testing 
environment



In co-op marketing, a brand/

manufacturer agrees to share 

the cost of an ad with a 
retailer to generate additional 

product exposure. Brands allocate co-op dollars according to a percentage of the 

retailers’ sales (rewarding partners who are already performing).  Digital 

advertising’s ascendance—and the greater transparency this brings—has seen 

available budgets swell to $1.7 billion8 each year.

Co-op budgets might just be marketing’s most powerful secret weapon. Since 

the early days of catalogs and TV ads, multi-brand retailers have benefited from 

the format, which helps them to increase their budgets and product turnover via 

subsidised means. It also works well for single brands in that it can support 

product sales through strategic channel partners. 

Digital product advertising offers brands and retailers  a better say over (and 

control of) their ad spend, coaxes out higher sales for key partners, and gives 

them an opportunity to tailor additional premiums and promotions. 
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Co-op Marketing: Making 
Ad Revenues Work Harder

What is Co-op 
marketing?

feedback on market trends, product demand and promotional impact. Better

still, it shows you exactly how your competition is behaving, and lets you respond 

in kind.

Paid search campaigns yield fast results. Your team will have actionable data 

almost immediately. As a result, they’ll be able to adjust for demand. It helps them  

provide a feedback loop to merchant and pricing teams, too—on things that have 

an impact, or need adjusting.



Via Buying Negotiation
Retailers and brands set aside a pre-defined purchase volume as a co-op 

budget. The retailer can then allocate this budget freely to a campaign of its 

choice. This option, while the easiest, is also the least transparent.

Via Stock Replenishment
Depending on sell-through within a specific time frame, the brand may 

commit to extra budget allocation.  This process allows brands and retailers to 

react to sales slowdown, or excess inventory issues. It could also be a bonus 

opportunity for outstanding sell-through rates.

Performance Budget
Brands can voluntarily assign additional co-op budgets in return for 

compelling performance reports by an agency.  This approach provides the most 

transparency for both parties, but remains difficult to scale.  Measurability must 

take into account click versus buy scenarios, co-op spending's incremental value, 

and the role that generic queries play in establishing brand awareness.  Still, a 

performance-oriented approach remains the best way to value co-op dollars for 

retailers and their brand partners.
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Three Ways to Raise Co-op 
Marketing Funds:

For now, at least, relatively few initiatives exist to help guide retailers on how to 

solicit and manage co-op funds.  Let’s explore three of the most popular methods. 



Limited online exposure strangles potential growth. But using paid 

search ads can quickly build your organization’s visibility, and 

several options exist to support your business goals. Regardless of 

what your company sells, people who click on paid search ads are 

more prepared to buy.

Paid ads continue to overtake natural listings––and  in a number of verticals. In 

2017 Google and Amazon and both saw further growth via shopping ads. 

Search’s best-known platform 

continues to dominate the ad space: 

Google’s near monopoly makes it 

difficult to ignore. While basic Text 

Ads still appeal to shoppers and 

marketers, spending on Google 

Shopping surpassed Text Ad spend 

for the first time in 20179. 

And the trend persists. According to 

Adobe’s Digital Index10, retailers 

spent 47 percent more on Google 

Shopping ads in 2016 compared to 

2015. It makes sense. PLAs offer far 

more information than a block of 

text ever could and, unsurprisingly, 

they have a higher conversion rate.
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Search intelligence firm 
Adthena11 analyzed 40 million ads 
from 240,000 advertisers in the 
U.S. and U.K. The findings are 
stark. American retailers now 
spend 76.4 percent of their 
search ad budgets on Google 
Shopping ads. They also generate 
85.3 percent of their clicks there.

Choosing The Right 
Channels For Your Goals

Google - The Dominance Continues 



Distribution giant Amazon plays an 

increasing role in paid search. The 

company makes money by selling 

goods to consumers––and, 

increasingly, clicks to advertisers. In 

the last 12 months, Amazon hasn’t 

shied away from claiming a bigger 

slice of the search volume pie. In the 

retail sector, recent statistics raise 

eyebrows. 

In a U.S. survey12 of 2,000 product-

hungry consumers, 55 percent used 

the website as their first port of call 

(up from 44 percent a year earlier).  

This means that retailers treat 

Amazon as a sort of collaborative 

competitor - someone they are 

required to work with, but with a 

wary eye towards losing control of 

the customer experience. 

Amazon sellers fall under one of 

these two categories. Both 

require a “Buy Box” on the 

product detail page, achieved by 

meeting certain requirements.

Advocates can choose from a 

wide ecosystem (options exist for 

both vendors and sellers). 

Both operate in a similar way 

to Google’s PLAs. 

Choose from Product Display 

Ads (cost per click ads which 

appear on a related product pages), 

Headline Search Ads (which appear 

above the search results) and 

Sponsored Product Ads. 
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Amazon - A Challenger To The Throne

Vendor Central Vs 
Seller Central

Vendor Central: 
More suitable for 

wholesalers looking to sell 

their products via Amazon.

Seller Central: 
Appropriate for 

businesses looking to sell their 

products using Amazon.



Certainly, the giants of product advertising share some similarities. Both hold 

increasing sway over their alternatives. Both promote an image of your product, 

along with pricing and description. Both sets of ads trump their organic 

equivalents. Each operates a PPC model. And users can achieve a lot on either 

without excessive budgets. Bear in mind, though, the platforms’ distinctions:

Excluding new developments (see below), anyone buying your products on 

Google Shopping will be taken to your website to finish the transaction. As a 

result you can boost traffic to your own domain, secure their information by way 

of sign-up prompts—and encourage them to make further purchases once there.

With Amazon’s Sponsored Product Ads, shoppers stay within Amazon’s 

ecosystem. The platform won’t send them to your website; and your digital 

marketing team can’t capture their user information.

Amazon’s keyword targeting and advanced matching gives you a greater say on 

where your ads appear. As a result, your marketers can test for incrementality, and 

set up different campaigns (brand, generic and competing keywords). Not so, 

Google Shopping. Its setup means that users relinquish most of their control over 

this aspect. Instead, the system chooses ads based on things like product feed, 

price and best practices.  
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Knowing Your Customers

Control Over Ad Placement

Google or Amazon?
Weighing Them Up



with your customers.  In that case, only Google provides you with the opportunity 

to own the the user experience. Many retailers make a distinction at the product 

level. They will sell bulk and commoditized goods via Amazon, but keep key 

brand-specific and seasonal items within their own confines.   

How much you invest in each rests on your offering, market, and how many 

brands you sell. Both look to mimic the others’ monopoly. And their increasing 

overlap will likely influence future decisions. Google has expanded further into a 

direct retail experience via a “purchase on Google” button. Amazon continues to 

extend its Sponsored Products offering…taking it closer to an advertising model.

Millions of users now swipe, pin and tag their way through social media. Over 

70 percent13 of people in the U.S. have at least one account. Could this be good 

news for your products? As a route to direct sales, the channel absorbs just 2 

percent of revenue. But as an influencer, social commerce offers news ways to 

sway purchase decisions. Ever-evolving buy-features make things palatable.

Take Instagram’s considerable growth. Users increased by 357 percent14 since 

2014, bringing the total of active users to 800 million15. Most of this figure, 72 

percent, admitted to buying products after seeing something they saw on the 

app. Capitalizing on this, the platform’s Shoppable Posts further feature entices 

shoppers. Retailers can tag their own products with things like prices; a tap-to-

shop option takes visitors to the company’s own website. 

Pinterest offers added potential. Its 200 million users16 proactively browse a sea 

of relatable content boards each month. If your business sells physical products,   
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New Opportunities: Social and 
Voice Commerce

If your goal is to maximize your brand’s exposure, using both in tandem makes 

the most sense. But it could be that you want to maintain a direct relationship

Giants Converging?



19 Crealytics

adding their photos to your board will help attract would-be shoppers. Buyable 

Pins allow them to purchase then and there; Promoted Pins will take them to 

your website.

And then there’s voice-based search. AI-powered assistants enable increasingly 

personalized ways to discover and buy products. Amazon’s Alexa, which taps into 

the platform’s vast catalog, dominates the current market. 

Competitors including Google’s Assistant connect shoppers to a variety of retail 

partners. Like social commerce, voice-based search remains in relative infancy. 

But its popularity has grown. Around 13 percent17 of U.S. citizens now own a 

smart speaker (think Amazon Echo); and 36 percent of this number take 

advantage of their device to buy products. Groceries outweigh other categories 

for now. But as the technology improves, expansion into other areas seems likely. 



A quote from IBM’s C-Suite Study18 neatly summarizes modern executives’ 

attitude to innovation. 

“Pioneers aren’t simply tweaking existing product and services, they’re 

reinventing their firms.”

To truly prosper, companies must embrace this state of flux. But how? In a study 

by Workday19, a list of CEOs highlighted six priorities they thought most relevant 

to success. Many of these priorities, such as leveraging new technology and taking 

more risks, lend themselves to well to a digital environment. 

Of all of them, “transformational innovation,” stands out the most. Today’s 

landscape can favor the “upstart.” As a result of this, businesses––particularly more 

traditional ones––should encourage change from the top down. IBM’s study 

confirmed this: 58 percent of market-leading CEOs targeted disruptive 

innovation. They also highlighted a need for their companies to experiment, be 

more agile, and be ready to fail if it led to success later.

Digital’s rise has also made collaboration more relevant. And it’s not just about 

sharing data. Customer interactions can span a range of channels, from online 

search to email. Too often, however, they deal with different departments for 

different needs. Unifying your digital channels can fix this, through open dialog 

between your teams. Only a synchronized organization can offer customers a 

streamlined experience. The more comfortable they feel with each purchase, the 

likelier they are to come back.

An integrated marketing team can push your company closer to these goals. 

Embolden them to take more risks and you raise the chances of long-term 

growth.
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Pursuing Innovation
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Online retailers face a crowded marketplace. But digital marketing offers a menu 

of opportunities for expansion.

Leveraged correctly it can generate more leads, drum up greater profits and 

galvanize whole departments. As a CEO, getting it right takes only a few, small 

changes in the way you think about and interact with Product Advertising.

It begins with relationships. To get the most from your retail strategy, pay 

attention to how closely each department works with one another. Siloed 

structures block crucial knowledge from being shared. Instead of data cultivating 

other sections of your organization, it stays where it is. A cohesive approach 

ensures you won’t lose out on revenue or ad spend.

Beware of traditional metrics. Far too often, your marketing teams will look to 

ROAS to evaluate success. They can do better. Get them to adopt value-based 

metrics instead. Customer Lifetime Value will help determine when your 

customers become profitable. Factoring in Margin & Return when assessing paid 

search campaigns will ensure your company avoids chasing ghost revenue. Don’t 

ignore incremental value, which paints a richer image of each campaign’s true 

worth.

Paid search gives marketers lots of choice. Product Ads, especially on Google 

Shopping, create an inexpensive way to reach new audiences. PPC campaigns 

offers companies more freedom to experiment. They deliver quick, measurable 

results, so marketers can test and adjust bids continually. They also provide a 

flexible method for companies looking to expand internationally.

No two companies operate in the same way. What might work for one may not 

work for another. But whatever they sell, product advertising makes the pursuit 

of profit easier than ever.

A Bright Future
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Crealytics offers a holistic approach to search, shopping and paid 

search campaigns. Exclusive to the retail sector, we challenge 

traditional assumptions about digital advertising. 

Our semantic platform removes campaign management’s heavy 

lifting. It also creates and optimizes millions of bespoke ads, 

helping our partners make advertising more profitable. In 2017, 

we generated over $3 billion for our clients.

About 
Crealytics
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