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ABSTRACT

This thesis depicts how content providers (aka publishers or affiliates) use affiliate
marketing, a performance oriented internet marketing. Three different content providers
were interviewed in order to find out detailed information about their usage of affiliate
marketing.

The thesis identifies main advantages and disadvantages of affiliate marketing for
content providers and specifies conditions, under which affiliate marketing is more
beneficial than other types of online advertising. Moreover, the process of selecting
affiliate marketing program by content providers is described.

This paper concludes in a model of a typical affiliate marketing usage. Furthermore, the
work proposes using different terminology for content providers, because it was found
out that the term content provider does not cover all aspects of the business any more, as
affiliate marketing can even be used without providing any content. Finally,
recommendations for companies, that are planning to start a new affiliate program, are
also added and the work suggests several topics for further research in this field.
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"Half the money | spend on advertising is wasted,;
the trouble is | don't know which half."

John Wanamaker axiom
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INTRODUCTION

1 INTRODUCTION

Although the Internet existed since the end of 1960s, it was the introduction of World
Wide Web (WWW), a new media for publishing information, which started its rapid
growth (Chaffey, 2003:19, Hoffman et al., 1995). Since that, the Internet became the
fastest spreading media in human history. While it took long 38 respectively 13 years for
radio and television to reach 50 million users milestone, the Internet reached the same in
just five years (Zeff, 1999:5).

The power of WWW was in the ability to bring easy-to-use media, which allowed
consumers find information using a network of web sites (Chaffey, 2003:19). However,
creating a website is only the first step to establish company's presence online, which
needs to be followed by attracting Internet users to visit the website (Rowley, 2004).

[t did not take long since the World Wide Web was introduced before the companies
realized the marketing possibilities of the Internet (Zeff, 1999:1). Chaffey notes that from
the merchants' point of view the Internet brings many opportunities, but also threats.
Companies can take advantage of new technologies and improve their competitiveness,
but on the other hand, they also need to face new start-up companies, some of them with
purely virtual operations. Firms have to adjust their businesses to the new trends,
otherwise they will not be able to survive (Chaffey, 2003:xi). Sarkar et al. argue that one
such trend is emergence of new and diverse intermediaries in the value chain of the
existing companies (Sarkar, Butler, Steinfield, 1995).

1.1 Emergence of Cybermediaries and Content Providers

With the rapid development of the Internet starting in 1990s, many authors (such as
Chaffey, 2003:52; Hoffman, Novak, Chatterjee, 1995) argued that the introduction of the
Internet would lead to disintermediation - eliminating intermediaries in the value chain
between manufacturers and end customers. Jacobs claims that in the new economy, due
to the new communication opportunities, distribution channel is moving from two or
three intermediaries to zero or one intermediary allowing both cost savings and
customization (Jacobs, 2002).

However, it was demonstrated that even if the Internet can decrease the number of
intermediaries in some fields, companies can still exploit their expertise and adjust their

activities to the new conditions in order to stay competitive at the market (Giaglis, Klein,
O’Keefe, 2002).

Sarkar et al. remark that the Internet offers opportunities for cybermediation -
emergence of new types of intermediaries operating at electronic markets (Sarkar et al.,
1995). Cybermediaries, or sometimes also called infomediaries (Jacobs, 2002), are
“organizations that perform the mediating tasks in the world of electronic commerce”
and it is anticipated that their influence will increase (Sarkar et al., 1995).
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Strauss, Adel and Frost (2006) define cybermediary as "an online organization that
aggregates and distributes information". Online cybermediaries act as the middle-man
between the buyer and the seller.

As Jacobs points out, cybermediaries introduced new possibilities of sales channel
management and have become a potential competitive advantage for the companies
cooperating with them, but on the other hand, they can also present a threat in the
means of introducing new level of complexity. Thus, managers need to understand new
methods in electronic channel management in order to be able to produce adequate
decisions (Jacobs, 2002).

According to Sarkar et al., cybermediaries offer following services to the customers:
= Search and evaluation - facilitating choice of retailer, product or service.

» Needs assessment and product matching - identifying customers’ needs and
selecting the right product or service for them.

» Customer risk management - decreasing the level of perceived risk.

* Product distribution - physical distribution of the products or services. (Sarkar et
al,, 1995)

Also merchants benefit from the cybermediaries’ operation in different ways and they
purchase cybermediaries’ services such as:

* Product Information Dissemination - informing customers about new products,
services, special features etc.

» Purchase Influence - intermediaries can influence purchase decisions to a great
extent.

* Provision of Customer Information - providing detailed information about
customers and their buying behavior.

* Producer Risk Management - reducing producers’ risk connected with selling
products or services at electronic market place. (Sarkar et al., 1995)

In spite of growing importance of cybermediaries, their role in promoting products and
services on the Internet is not explored sufficiently. OECD states in its report about
impacts of electronic commerce that the role of intermediaries will be crucial in the
future development and it should be more researched (OECD, 1999). Jacobs also
mentions that little have been written in the area of marketing communication via
cybermediaries and further research in this field should be conducted (Jacobs, 2002).

Cybermediaries offering online advertising to merchants (though links or product
listings) are referred to as content providers (Sarkar et al., 1995). They are defined as
people or companies that “distribute copyright content via the Internet” such as owners
of websites, bloggers or forum members (Eisenmann & Brown, 2000). Content providers
are sometimes also named publishers. (Wikipedia Affiliate Marketing, 2007).

Content providers vary in size. They range from big companies such as magazine and
newspaper publishers, to physical persons, such as blog owners. According to Zeff, both
big and small content providers can make use of online advertising as a revenue source.
Big websites have high-volume audience, whereas small websites usually are able to
deliver niche audience (Zeff, 1999:4-5). Duffy notes that the number of small content
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providers is very large. They comprise of small companies and individuals that are
familiar with possibilities that online advertising offers. (Duffy, 2005)

1.2 Online Advertising

There have been made many definitions of the term Internet advertising. A discussion
had been held whether the Internet is another form of traditional advertising or its
nature lies more in direct marketing. Over the years, the debate has resulted, according
to Zeff, to a compromise: "Internet advertising is the convergence of traditional
advertising and direct response marketing." (Zeff, 1999:12)

Chaffey refers to online promotion as traffic building campaigns - a method to increase
the audience of a website. According to him, advertising takes place when "advertiser
pays to place advertising content on another website" (Chaffey, 2003:331).

As in each industry, companies can be divided into categories based on their role in
business transactions. Zeff mentions three parties that take part in on-line advertising.
They are:

= Sellers

= Buyers

* Infrastructure
(Zeff, 1999:18-21)

Sellers

Sellers are content providers that produce websites with advertising space to sell. Many
of them today are media companies. Because the content providers' inventory is harder
to sell alone, they quickly formed ad networks. Networks offer experienced sales force
and are easier to deal with for advertisers (ibid).

Buyers

Buyers are companies with products or services to promote. Often, buyers are
represented by agencies, which manage their advertising campaigns (ibid).

Infrastructure

Infrastructure comprise of companies that run services to measure and audit campaigns,
targeting and personalization companies, ad management software developers and
providers of technological infrastructure (ibid).

Chaffey describes the simplest model of online advertising on figure 1. In the example, Ad
site displays thousand times an ad, on which 10 visitors click (hence 1% clickthrough).
Those visitors are taken to the Destination site, where 1 of them actually purchases the
advertised goods. In this case, spending of £20 on displaying the ad resulted in one sale,
thus the advertising cost per purchase was £20 (Chaffey, 2003:332). Detailed
information about online campaigns efficiency and its calculation is described later in
this paper.
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Ad site Destination site
10 visitors or 1% 1 visitor or 1%
clickthrough purchase

1000 ad or page 10 page
impressions costing impressions

£20 (£20 CPM) 1 purchase transaction
Cost per click = £2 Cost per purchase = £20

Figure 1 — Basic model of online advertising (Adapted from Chaffey, 2003:332)

As Zeff points out, first web ads on the Internet copied the world offline. A part of a
website was assigned to advertisements, which usually had rectangular format and did
not take more than about 10% of page space (Zeff, 1999:1). Later on, website visitors got
used to the standard banners and it was necessary to employ new types of online
advertising, so that the Internet users would be attracted (Benway & Lane, 1998).

Hoffman and Novak note that with the growing share of advertising expenditures
allocated in the online advertising, companies started to examine, how many visitors,
attracted by the ads on other websites, are finally turned into customers. After counting
all costs, the sum needed to acquire one customer was in many cases even higher than
his or her average lifetime value. As this situation was not sustainable in the long-run, it
was necessary to adopt more efficient forms of customer acquisition. Based on this
needs, the concept of affiliate marketing arose (Hoffman & Novak, 2000).

1.3 Affiliate marketing

According to Gallaugher et al., affiliate marketing is classified as a type of online
advertising, where merchants share percentage of sales revenue generated by each
customer, who arrived to the company’s website via a content provider. Content
provider, also referred to as affiliate, usually places an online ad (for example a banner or
a text link) at its website. When visitors click at the ad, they are redirected to merchant's
website and affiliation is tracked by a cookie stored on visitors’ computers. (Gallaugher,
Auger, Barnir, 2001)

Merchants, within online marketing called advertisers, pay for the content providers’
services only when a visitor coming from their website executes a specified action. Such
action can be a purchase of a product, filling in a form with personal data, subscription to
a newsletter etc. (ibid.).

Duffy points out, that affiliates take the whole risk connected with marketing merchant's
products. The concept is simple. If affiliate's marketing efforts work, affiliate makes
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money. If they don't, affiliate does not make money and pays opportunity costs. There
are no limitations for an affiliate how much money it can spend or earn (Duffy, 2005).

An agreement between the content provider and merchant is referred to as affiliate
program. Chatterjee (Chatterjee, 2002) defines affiliate program as

an arrangement between a company and many affiliate firms characterized by
unidirectional linking with the purpose of generating traffic and transactions similar
to 'instant access to salesforce of thousands.'

Chatterjee describes affiliate marketing as transaction oriented, without any
commitment to joint future success or exclusivity restrictions. Affiliate programs require
minimal effort and investment and may be terminated easily. (Chatterjee, 2002).

Employing affiliate marketing is advantageous for merchants from many perspectives.
Hoffman and Novak claim that by employing affiliate marketing, merchants can let
thousands of independent websites, called also content providers, to display ads for its
products and only pay them when the ad would actually lead to a sale. Advertising costs
move from fixed to variable costs, which can facilitate allocating money to advertising
(Hoffman & Novak, 2000):

In the revenue-sharing mode, the price of advertising is a function of the desired
response by the market. Measurable market responses include key marketing
objectives like unit sales, software downloads, qualified leads, product inquiries, and
so on. Thus, the results-oriented model is the answer for marketing managers who
are being asked to justify the sums earmarked in their budgets for Internet
advertising.

As Hoffman and Novak demonstrated, affiliate marketing enables better targeting of
online advertising which improve their effectiveness. Content providers have to choose
affiliate programs very carefully, because of the opportunity cost connected with not
employing competing programs. Therefore, they target the advertising even more
precisely than merchants themselves, as otherwise they would not get optimal income.
(Hoffman & Novak, 2000).

Recommendation of a product or service on a partner website can create halo effect and
thus encourage the customers to purchase (Gallaugher et al., 2001). Apart from
increasing the sales, employing the content providers for online promotion is also
beneficial for enhancing the reach and creating broader exposure (Chatterjee, 2002).
Moreover, through content providers, companies can gain customers that are usually
very difficult to reach and save on online campaigns planning (Hoffman & Novak, 2000).

Gallaugher et al. add that using affiliate marketing is more cost-effective to the merchants
than other forms of online advertising, because it diminishes the administrative costs
connected with buying advertising. If the program is managed well, it can enable
advertising on such a great amount of websites that would be otherwise impossible to
acquire (Gallaugher et al., 2001).

Nevertheless, in order to get the exposure of merchants' ads at high number of websites,
it is crucial to persuade content providers to join the affiliate program and to offer them
sufficient incentives to remain using it (Chaffey, 2003). However, the literature does not
provide answers for further questions about this topic - such as what are the
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appropriate incentives or why should content providers prefer affiliate marketing to
other forms of revenue sources.

1.4 Problem Discussion

The growth of affiliate marketing has been rapid in recent years. The major online seller
Amazon, as a pioneer of affiliate marketing, has attracted over 1,000,000 content
providers that have been cooperating with the company since their affiliate program was
introduced in 1996 (Amazon, 2007). Rowley claims that quarter of Amazon's revenue is
generated by affiliates (Rowley, 2004).

Nowadays, more and more companies have started their affiliate programs in order to
efficiently acquire new customers. Affiliate networks have emerged and position
themselves as intermediaries between content providers and merchants providing
technical solutions to manage affiliate programs. Such networks are for example
Commission Junction, Zanox or TradeDoubler. Affiliate networks introduce several new
programs every day (Commission Junction, 2007; Zanox, 2007).

Even though merchants can select some content providers and offer them participation
in an affiliate program, it is the content providers who decide what advertising they will
add at their websites. With the growing number of affiliate programs available at the
Internet, content providers have great variety to choose from. For example, only in their
Travel sections Commission Junction offered in September 2007 175 different affiliate
programs (Commission Junction, 2007) and Zanox 350 programs (Zanox, 2007).

These intermediary affiliate networks are valued by the merchants for having a good
access to content providers that can generate desirable traffic to the merchants’ websites
and increase revenues substantially. Importance of affiliate networks is also appreciated
in the market and grows constantly. In 2003 affiliate network Commission Junction was
valued and sold for only $58 million (ValueClick, 2003). In January 2007, AOL bided $900
million to buy TradeDoubler - Sweden-based affiliate network of a similar size. This offer
was not accepted by the shareholders who considered it as too low. (Lannin & Bolding,
2007)

1.4.1 Research Purpose

Several studies (such as Hoffman & Novak, 2000; Papatla & Bhatnagar, 2002) had been
conducted focusing on the companies offering affiliate marketing programs, however
none of the studies was concerned with the perspective of content providers. As
demonstrated above, content providers can nowadays choose out of thousands of
affiliate programs and marketing these programs towards content providers is crucial. If
the merchants do not attract enough content providers into their affiliate programs, their
links and banners will be exposed to fewer customers than their competitors’, resulting
in losing positions in the sales, brand management and product awareness (Hoffman &
Novak, 2000).

As this work is a pioneering research in this area, we aim to study basic information
regarding the perception of affiliate marketing by content providers. Therefore, the
overall purpose of the thesis is to characterize the content providers’ usage of affiliate
marketing.
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1.4.2 Research Questions

Bruner (2004) claims, that since 2004 it has become more difficult for merchants to
advertise at the websites of attractive content providers. With the evolution of new types
of online advertising and growing interest in online advertising, content providers have
more options to choose from (ibid.).

While the advantages of affiliate marketing for merchants are theoretically defined (for
instance Gallaugher et al., 2001; Hoffman & Novak, 2000; Chatterjee, 2002), benefits for
content providers are not described properly. As Libai et al. note, content providers
accept risk connected with employing affiliate marketing (Libai, Biyalogorsky, Gerstner,
2003). However, the question, why and when they prefer to take the risk instead of using
other types of online advertising, has not been answered so far.

In order to cover the research purpose and characterize the usage of affiliate marketing
by content providers, we need to find out, what persuade content providers to use
affiliate marketing, how their usage starts and finally, when they prefer affiliate
marketing to other types of online advertising.

Thus, this work aims to clarify the key benefits that persuade content providers to prefer
affiliate marketing. As such assessment can be very subjective, this study will focus at
content providers’ perception of these benefits. By perception we mean judgments that
people make when characterizing and evaluating their activities (Slovic, 1987).
Moreover, the situations, when affiliate marketing is more beneficial for content
providers, will be studied. The first and second research questions are therefore
formulated as follows:

Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

According to Duffy, in order to ensure success of their affiliate programs, companies and
content providers should create a win-win relationship that would lead to generating
enough sales at the merchants’ web sites and sufficient earnings for content providers
(Duffy, 2005). Libai et al. claim, that setting an interesting commission rate and
commission model is crucial for attracting content providers to an affiliate program
(Libai et al., 2003).

On the contrary, Amazon succeeded to persuade a great number of content providers to
advertise its products in its affiliate program, even though its main competitors (such as
Barnes & Nobles) have implemented the programs as well and have been offering even
higher commissions than Amazon (Hoffman & Novak, 2000). Amazon's basic commission
is 4% from the order amount (Amazon, 2007), whilst Barnes & Nobles provides 5%.
(Barnes & Nobles, 2007).

As we have shown in the example of Amazon, the commission rate is not necessarily the
most important factor that plays role in content providers’ selection of affiliate programs.
However, the other factors influencing the selection process are not known and have
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never been researched. Therefore, the thesis intends to provide an insight about the
content providers’ selection of affiliate programs and answer the following research
question:

Research Question 3

How do content providers select affiliate marketing programs they intend to participate in?
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2 LITERATURE OVERVIEW

The literature overview depicts available theories and models that will be used for
answering the research questions. First, we will look into affiliate marketing in a broader
scope of online advertising and explain the most common terms used in both online
advertising and affiliate marketing to have an insight into both first and second research
question. Furthermore, the advantages and issues connected with online advertising will
be described as well as benefits connected to affiliate marketing in order to understand
how content providers can view them and create framework for the first research
question.

Then, types of online advertising and their connection to affiliate marketing will be
depicted followed by available compensation models that give also an insight about
different ways how to measure effectiveness in online advertising and affiliate
marketing. This will provide a theoretical basis for answering the second research
question.

Finally, as a theoretical basis for the third research question, concepts connected with
supplier selection will be described, so that the process of selecting a provider of an
affiliate program can be explicated.

2.1 On-line Advertising

Simply having a company website on the internet, although it is a form of promotion, is
not considered as online advertising any more (Chaffey, 2003:310). Instead, advertising
is the mean of attracting customers to that website - a form of traffic acquisition (Chaffey,
2003:324).

For content providers, online advertising is an important revenue stream. As we will
show later in chapter 2.1.6, affiliate marketing, based on result-oriented compensation
methods, is a special form of selling advertising space. To understand when it is
beneficial, we need to understand advantages and disadvantages of other possibilities
that content providers have.

According to Zeff, content providers have following four options how to sell the
advertising space:
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* Direct selling. Sell the advertising space directly through sales representatives.

» Site representation firm. Website hires a company to sell the advertising space.
Such companies charge fees around 35-40 percent and often require a minimum
of pageviews, validation and demographics survey in order to represent a
website.

* Ad networks. Ad networks group together several websites in order to allow
them easier access to advertisers.

* Auctions. Website can offer free advertising space in an auction.
(Zeff, 1999:239-250)
Furthermore, Gallaugher et al. (2001) add one more option:

= Affiliate marketing.

2.1.1 Affiliate marketing

As was already described in the introduction chapter, affiliate marketing is an agreement
between a merchant and content providers to promote merchants’ products or services
at their websites. Content providers get paid only if the visitors from their website
execute a specified action (Chatterjee, 2002).

Thus, in affiliate marketing, the task of content providers is not only to deliver the
advertisement, but also to persuade users to convert to customers. Affiliate marketing is
therefore sometimes renamed to performance marketing. (Wikipedia Affiliate marketing,
2007)

According to Libai et al., affiliate marketing can be divided into two groups — One-to-one
affiliate marketing and One-to-many affiliate marketing. In one-to-one programs, a
merchant signs contract with a chosen affiliate. The terms of the contract are negotiable
and do not influence contracts with other affiliates. This type of the affiliate program is
used for big players at the market that can attract many new buyers to the merchant’s
website. (Libai et al., 2003)

When using one-to-many affiliate programs, the merchant sets the same conditions for
all affiliates, who can decide, whether they join the program. One-to-many program is
usually used, when the merchant cooperates with many affiliates and it would be too
costly to negotiate contract terms with all of them. (Ibid)

According to Chaffey, affiliate marketing is particularly beneficial to small websites, as
they would not have the chance of selling to major advertisers otherwise. These websites
can especially take advantage of affiliate networks. (Chaffey, 2003:344)

Companies can decide to build a private affiliate program at their website or to join
third-party networks and use their technological solutions. (Hoffman & Novak, 2000).
Affiliate network is “a value-added intermediary providing services, including
aggregation, for affiliate merchants and affiliates.” (Marketing Terms, 2007)

Although individual programs offer merchants bigger control and possibility to adjust
the terms to different affiliates, third-party networks usually provide latest technological
solutions and reporting tools and have a wide base of content providers. (Oberndorf,
1999).
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2.1.2 Advantages of Online Advertising

According to Zeff, online advertising has following four advantages:
» Targetability
» Tracking
= Deliverability and Flexibility
= Interactivity
(Zeff, 1999:13)

Targetability

Ability of precise targeting in online advertising is incomparable to the traditional media.
Ads can be targeted according to language, geographic region, time of the day and
platform to name few (Zeff, 1999:13).

Newly emerged advertising platforms, such as Google AdWords and AdSense, went far
beyond common targeting and advertise extensive targeting possibilities as one of their
key features. In Google AdWords, ads can be targeted according to:

» Language of the user
» Location of the user up to the level of a city

» Searched keywords on google.com and its partner websites, which include AOL,
Netscape Netcenter, Shopping.com, Ask.com etc.

» According to context and topic of other websites.
= Website category or even particular websites using site targeted ads.
(Google AdWords Learning Center, 2007)

Google's AdWords service has received tremendous acceptance, boosting Google's
revenues to USD 10.6 billion in 2006 (Google Press Release, 2007) and its stock price
grew five times in three years since Google's IPO in fall 2004. (Yahoo Finance, 2007)

Affiliate marketing provides even further ways of targeting. According to Hoffman and
Novak, whereas in traditional online advertising it is the merchant, who decides how to
target the advertising, by employing affiliate marketing, content providers themselves
asses which merchants and products best suit their audience (Hoffman & Novak, 2000).
Nevertheless, merchants can still decide, which content providers they want to cooperate
with. (TradeDoubler, 2007).

Tracking

Zeff states that whereas measurement of advertisement response has always been
difficult in traditional media, with advertising online it is relatively easy and yet precise.
Advertisers can measure number of times their ad was displayed, number of times it was
clicked on, down to factual number of sales leads it generated (Zeff, 1999:13).

Today, there are software packages available that can track ad performance. For
example, in Google Analytics, users can not only track web ad performance, but also
relate it to a broad range of factors, including user location, language or search query. By
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linking the performance directly to the product and its price, advertisers can optimize
their advertising campaigns for best performance (Google Analytics Product Tour, 2007).

Affiliate marketing not only provides the above stated information, but according to
Hoffman & Novak it also monitors the activity of the customer after clicking on the ad
through a cookie, that is stored on his or her computer (Hoffman & Novak, 2000).
Merchants usually track the customers’ activity for several days or weeks and pay the
commission to the content providers when the sale is executed during this period
(Zanox, 2007).

Deliverability and Flexibility

As Zeff remarks, on-line advertising is much more flexible than traditional advertising.
Campaign results can be seen immediately and the campaign can be changed in case the
results do not meet expectations. Furthermore, the campaign is delivered nonstop (Zeff,
1999:14).

Interactivity

Zeff further states that the goal of advertisers is to promote a brand or a product. Online,
consumer can interact with the product virtually, e.g. download a software demo and try
it out. Internet is the media where information seekers can be turned into customers
most easily. (Zeff, 1999:14)

Hoffman and Novak argue that affiliate marketing moves this concept even further, as
content providers are paid only when the purchase or other specified action is executed.
Therefore, it is up to them to seek innovative ways to increase the interactivity and
persuade their visitors to buy an affiliated product or service. (Hoffman & Novak, 2000).

Advantages of Affiliate Marketing

There are two sides to which affiliate marketing is beneficiary: Merchants, who employ
affiliate marketing as their marketing strategy, and content providers - affiliates, who
actually present on their websites merchants' products and services (Hoffman & Novak,
2000). Benefits, that affiliate marketing offers to the merchants, were already discussed
in the introduction chapter, thus we will now only focus on content providers’
perspective.

Affiliate marketing gives content providers new opportunities for generating revenues
from their websites and provides them with the opportunity to cooperate with large
number of merchants, to which they would not have access otherwise (Duffy, 2004).

As Papatla and Bhatnagar proved, content providers benefit most from the participation
in the affiliate program, if there is close connection between the website and products or
services offered through the program. The connection does not only apply to product
types, which should match website orientation, but also to brand perceptions, consumer
loyalty etc. (Papatla & Bhatnagar, 2002).

Moreover, some content providers can participate in affiliate marketing programs,
because they perceive it as a good service for their visitors such as providing sale
coupons, updated information about new products etc. (Duffy, 2004).
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2.1.3 Disadvantages of Online Advertising

Although online advertising is big step forward from traditional advertising and
addresses many issues advertisers had to deal with, it still has some shortcomings.

Banner Blindness

Banner blindness is a phenomenon, where users tend to ignore banners and cannot
recall the messages shown to them. According to Benway and Lane, who first described
the problem, tendency to banner blindness seems to increase if the users are performing
a particular task, whereas is lower if they just surf the web with no particular reason.
(Benway, Lane, 1998)

Banner blindness could be well addressed in affiliate marketing, as content providers are
those who know their customers best and also know, which advertising would be
effective (Hoffman & Novak, 2000). Moreover, because affiliate marketing campaigns are
paid per action (PPA), it is in best interest of content providers to avoid banner
blindness.

Pricing Models

Hoffman and Novak were already in 2000 writing about inadequate pricing models that
were used for online advertising. They argue that pricing was derived from traditional
advertising media, such as magazines. Instead of the price being dependant on the
number of readers, online content providers charged for number of visitors, i.e. for ad
impressions (PPI, pay per impression). Although this model seemed to look fair, big
advertisers soon realized that the costs they were paying was too high in comparison
with their margins and lifetime value of acquired customers.

In the case study of CDNow.com (now part of Amazon.com), one of pioneers of affiliate
marketing, Hoffman and Novak state that with common prices for on-line advertising
$70 CPM, average click-through-rate of banners of 1% and conversion rate of 1%, they
were paying about $700 for one acquired customer. Not many online retailers can allow
such costs. With gross margin about 20%, a customer would have to spend more than
$3500 over lifetime just to pay acquisition costs. After the launch of affiliate program of
CDNow.com, called "Cosmic Music Network", affiliate marketing accounted for 15% of
their customers, which cost only 2% of marketing budget. (Hoffman & Novak, 2000)

Nevertheless, as Libai et al. remark, content providers can be concerned with the ability
of merchants to persuade visitors coming from the content providers’ websites to
perform the desired action. If the merchants fail, content providers will lose their

commissions, even though they could not have influenced the conditions (Libai et al.,
2003).

Rise of Prices

According to Bruner, whilst in early years of online advertising the offer of advertising
space highly exceeded the demand for online advertising by merchants, the situation has
changed in 2004. Prior 2004, online advertising was considered to be relatively cheap. In
2004, large media buys, especially within some industries, caused shortage of advertising
space, which of course ended up in the rise of the online advertising price.
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This spin-up of prices made the advertisers thoroughly inspect their advertising
spending and implement complex measures how to evaluate the outcomes. Merchants
are aware that some part of their advertising spending is generally wasted and they are
searching for advertising models with better effectiveness. On the other hand, the overall
growth of online advertising brings content providers wider variety of options how to
sell their free advertising space and it is more difficult to attract them. (Bruner, 2004)

2.1.4 Types of Online Advertising

Overview of online advertising types

As shown later in chapter 2.2, online advertising is sometimes virtually the only source of
revenue for content providers. In order to be able to understand their preferences in
online advertising, it is necessary to outline what specific types of advertising content
providers can use.

Zeff describes many means of advertising that were used on the internet since its
beginning and categorized them into three main categories:

* Advertising via E-mail

» Advertising via the Web

* Ad Models outside the Box
(Zeff, 1999:26)

Further in this paper "ad models outside the box", such as cursors, screensavers, toolbars
etc. will not be discussed, as these are nowadays either obsolete or became a standard
media in advertising via the web.

Chyba! Nenalezen zdroj odkazi. gives a comprehensive view of types of online
advertising and their relation to affiliate marketing. Figure shows all forms of online
advertising that can be employed by merchants to acquire customers. Colored fields take
advantage of a network of content providers, out of which dark green fields show, where
affiliate marketing is applicable.

As indicated below, affiliate marketing can be employed in advertising via e-mail by
inserting links with affiliate reference to the text of e-mail or newsletter. In advertising
via the web, affiliate links can be connected to banners, textlinks, advertorials as well as
interstitials. Sponsorship and microsites are not suitable, because visitors do not leave
content providers’ websites and performance based payment models are not applicable.
Affiliate marketing can be also applied in search engine marketing as described later
(Zeff, 1999:26-58; Chaffey, 2003; Janoschka, 2004:51-72).

Fiore remarks, that specific employment of affiliate marketing are storefronts, where
content providers can sell other company’s products or services at their own branded
website using technological solution provided by the advertiser. Website visitors do not
have to leave the content provider’s website before finalizing the purchase (Fiore,
2001:122). Storefronts are often referred to as white labels.
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Figure 2 — Overview of online advertising and its relationship to affiliate marketing. Based on categorization by
Zeff, 1999:26-58, Chaffey, 2003 and Janoschka, 2004:51-72

Advertising via E-mail

According to Janoschka, e-mail is usually the first thing that users check when they
connect to the Internet. In the USA, 93% of internet users in 2004 used e-mail on a
regular basis. (Janoschka, 2004:45) Although nowadays e-mail advertising is being
considered as a synonym for unsolicited e-mail, i.e. spam, there are legal and ethical ways
on how to use e-mail as an online advertising media. (Zeff, 1999:26-27)

Note: Some authors including Strauss et al. do not categorize E-mail in online advertising.
Strauss et al. argue that by definition, direct e-mail messages, even if they contain
multimedia, are considered direct marketing and not advertising. (Strauss et al.,
2006:340-342) However, this polemic is out of the scope of this paper and e-mail will be
further in the work referred to as a part of on-line advertising.

Discussion Lists and Newsletters

One way to use e-mail as an advertising media according to Zeff is the sponsorship of
discussion lists and newsletters. Newsletters are created by websites in a form of online
publication and users opt in to receive them. Content of discussion lists is created by
users by sending a message to the discussion list. Commonly, discussion lists are called
newsgroups. Discussion lists are hosted and moderated by a dedicated server. (Zeff,
1999:27-32)

In both examples, targeting is a key to success. Members of such list are people that are
highly interested in the topic, as they had to take an action (subscribe) to become
members of such a list. Usually, the sponsor message can either by textual or in a form of
a banner (similar to website banners) (Ibid).

Direct E-mail

Zeff remarks that direct e-mail can also be used to send advertisements to users. Direct
e-mail must not have a form of spam. The effectiveness of spam has proven very poor in
the past and because people hate spam, it hurts the brand image too. (Zeff, 1999:32)
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European Commission, in its directive "concerning personal data and the protection of
privacy in the electronics communications sector" state recommendations on how
member states should act against spam. Article 13 states that " The use of ... or electronic
mail for the purposes of direct marketing may only be allowed in respect of subscribers
who have given their prior consent." Among other rules, the user has to be always given
the right to opt-out of the list and not receive any other unsolicited e-mail from a
particular company. Moreover, it is up to national legislation, if opt-in principle is
applied. In such case, a prior consent of the recipient is always required prior sending
any unsolicited e-mail. (EU Directive, 2002)

Advertising via the Web

Banners, buttons, interstitials and other common advertising media are referred to as
Web ads. According to Janoschka, web ad is a rectangular area, located on a page or in
between pages, which displays text and graphics based advertising. When user clicks on
a web ad, he/she gets redirected to a linked target website. (Janoschka, 2004:51)

Banners

Banners are the oldest form of advertising on the Internet. Banners have the advantage
to blend text and multimedia, such as graphics, animation or sound.

Banners come in a variety of sizes, which are not standardized, however due to
compatibility with existing website designs, there are some recommended sizes. The
most common size is a fullbanner, sized 468x60 pixels; second most popular is skyscraper
with dimensions 120x600. Other common sizes of banners are 234x60, 180x150, and
120x240. (Janoschka, 2004:51)

According to Strauss et al., web ads, especially traditional banner formats, are slowly
disappearing in favor of other forms of on-line advertising. (Strauss et al., 2006:324)
DoubleClick report states that market favors fewer large formats instead of large
amounts of smaller formats. (DoubleClick, 2005)

Text Links

Surprisingly, the simplest form of advertising, text links or text ads, belong to the media
that is most effective in online advertising. Moreover, text links are not intrusive and well
accepted by users. (Zeff, 1999:47-50)

Cho et al. write about the topic that text ads were mainly used by search engines, which
placed contextual text ads along the search results. The first successful implementation
appeared on GoTo.com, later renamed to Overture and acquired by portal Yahoo!.
Another search engine, Google, quickly incorporated similar model, named AdWords.
Both companies now control vast majority of the market. (Cho et al., 2005)

Sponsorships

Zeff shows that a website sponsorship goes beyond just placing a banner on the website.
Such campaign is usually aimed at brand image rather than just to attract visitors to the
advertiser' website. By sponsoring a website, advertisers choose to merge their brands
with the brands of sponsored websites. If the sponsored brand is trustworthy, customer
trust can be gained too. (Zeff, 1999:50-51)
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Advertorial

According to Zeff, advertorial is an editorial with a clear advertising purpose. Such
advertorials have high response rate, because users tend to trust editorials. This
approach can however backfire if the users would feel deceived by editorial, resulting in
negative brand image. (Zeff, 1999:51-54)

Interstitials

Interstitials is a common name for pop-ups, e-mercials, over-the page, expandable,
superstitials, screen-interrupts and other modern forms of multimedia advertising.
According to Zeff, interstitials often take a long portion of the screen, sometimes the
whole screen, disabling the user to view the page until a specific action is taken or the
advertising pop-up times out. Advantage of interstitials is that the user's attention is
guaranteed and not disturbed by other website content. Relatively complex messages
can be broadcasted by interstitials, including sound or even video. A button or link is
usually provided allowing the user to skip the advertisement. User, however, has no
means of predicting, when the interstitial will appear again (Zeff, 1999:55-58).

According to some authors including Zeff and Strauss et al., disadvantage of interstitials
is the possibility that the users will be upset by interstitials and will choose not to visit
the server again. Because the format is very intrusive compared to normal forms of
online advertising, interstitials may lead to negative brand image as well. (Zeff, 1999:55-
58; Strauss et al., 2006:333; SPIR, 2007)

Microsites

Microsites, as defined by Chaffey, are a special form of advertising. When user clicks on
the ad, he or she is not taken to the advertiser’s website, but to a sub-page of current
website with some detailed information about the advertiser or its products. In this case,
user does not leave the content provider's website. (Chaffey, 2003:332)

2.1.5 Traffic Acquisition by Content Providers

According to Janoschka, there are three ways, how visitor can access a website:
» Type the address directly
» Use a search engine to find the website
» Use a hyperlink in a form of a text link or web ad

(Janoschka, 2004:44)

Typing directly an address is connected with loyalty of visitors to the websites and is out
of the focus of this thesis. Using a hyperlink is a type of online advertising that was
already discussed in the previous chapter, while employing search engines for traffic
acquisition is slightly different from other forms of online advertising and is referred to
as search marketing.

Search Marketing

As Duffy claims, search marketing is a very special form of online advertising. It is a
technique of marketing a website using search engines (Duffy, 2005). According to
DoubleClick, this marketing technique has recorded an astonishing growth in past years.
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In 2001, keyword search formed only 4% of total advertising budget, but just two years
later, in 2003, it already was 35% and the estimate for 2004 was already 40%
(DoubleClick, 2005). Search marketing comprises search engine marketing and search
engine optimization. (Strauss et al.,, 2006:328-329).

Search Engine Marketing

According to TradeDoubler, search engine marketing (SEM) is a term used for keyword
advertising, sometimes also called contextual advertising. In this case, advertisers buy
advertising space on page displayed to the user after he/she searched for a specific
terms. For example, a hotel chain can advertise on the word "hotel", or specifically a
hotel in Paris can advertise on a phrase "hotel Paris". (TradeDoubler Keyword
Marketing, 2007)

Although search engine marketing may not seem related to affiliate marketing,
merchants can actually allow content providers to take over their own search engine
marketing activities. In this scheme, affiliates themselves decide on which keywords to
bid, what price to pay and even what message to promote in search engines. Perhaps
even more importantly, content providers pay for search engine listings themselves and
only receive commission when a sale is realized. (Ibid)

Duffy remarks, that when content providers advertise on Google or Overture and attract
traffics to their websites through SEM, it is crucial for them to precisely evaluate the
conversion rate and set costs on a pay per click basis. (Duffy, 2005)

Search Engine Optimization

Search engine optimization (SEQ) is another technique website owners undergo in order
to promote the websites. Unlike search engine marketing, SEO is based on tuning organic
search results, i.e. altering the website in a way that increases the probability of the
website being displayed in top results for a particular keyword (Strauss et al., 2006:328-
330).

According to Duffy, when using SEO, content providers optimize the content of their
websites to be attractive for search agents like Google or Yahoo! and rely on traffic
generated by natural search. This approach is slower, but does not require funding to
build cash flow and is less risky (Duffy, 2005).

2.1.6 Compensation Models of Online Advertising

Measuring Campaign Effectiveness

This chapter will explain basic terms that are used for measuring online advertising
campaigns and that are important to understand to become familiar with online
advertising compensation models discussed further on. As in the world of traditional
advertising, cost and effectiveness is an important criterion of online campaigns. Zeff
(Zeff, 1999:Chapter 4) put together a glossary of common terms used in media buys and
effectiveness evaluation, which is in detail supplemented by Chaffey (Chaffey,
2003:333,382-391).
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Ad Views, Impressions, Page Views, Hits

All of the above terms are synonym for number of times an ad is displayed. Exact
definition varies a little according to a particular website's methodology. Some websites
measure at the point an ad is requested, some measure at the point the ad is completely
downloaded by user. (Zeff, 1999:98)

Reach

Reach is similar to Ad views, but counting actual people instead of just hits. Reach should
therefore be lower than number of ad views, as some people may view the ad multiple
times (Chaffey, 2003:333).

Click-throughs

According to Zeff, click-throughs is the number of times the advertisement is clicked on.
(Zeff, 1999:100).

CTR, Response rate

CTR is the rate between click-throughs and impressions, i.e. the number of times an ad is
clicked on, divided by ad views.

CTR = Number of clicks / Number of impressions (Zeff, 1999:157-158).

cPM

Cost per mile, or cost per thousand is a price to pay for thousand impressions of an
advertisement on a website. This pricing is commonly used by larger content providers,
whereas smaller sites prefer fixed prices (Zeff, 1999:157,217).

CPA, CPL, CPC

Cost per action (or cost per lead) is price to pay whenever user does some action. Most
commonly, such agreed action is a click on and ad, therefore CPC - cost per click. (Zeff,
1999) Affiliate marketing uses purely this type of pricing and defines action according to
merchants needs. (TradeDoubler Business Model, 2007)

CPS

Cost per sale is used especially in affiliate marketing. Cost for advertising is calculated as
a percentage of a sale value. (Wikipedia Compensation methods, 2007)

Conversion Rate

Percentage of visitors to company website that actually turn out to customers (Chaffey,
2003:397).

Effective Frequency

Effective frequency is described by Chaffey as: "The number of exposures or ad
impressions (frequency) required for an advertisement to become effective". The actual
number is believed to be lower than with traditional media. (Chaffey, 2003:333)
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Compensation models

This chapter will cover basic models that are used on the internet to price the advertising
as they are described by Chaffey (Chaffey, 2003:337) and supplemented from Wikipedia
(Wikipedia Compensation Methods, 2007).

Compensation models are categorized into three groups:
» Per Time Period
» Per Exposure / Per View
= Result Based Models
o Per Response

o Per Action

Per Time Period

Paying for the advertisement on a time basis can be compared to hiring. Commonly, the
price is based on a cost per mile (CPM) basis. Advertiser can choose whether the ad will
run on the whole site or its section, or will be displayed whenever a visitor searches for a
specific keyword. (Chaffey, 2003:337; Zeff, 1999:159) According to Hoffman and Novak,
this method is not used any more (Hoffman & Novak, 2000).

Per Exposure / Per View / Per Impression

In this model, advertiser and content provider agree on a payment on a cost per mile
(CPM) basis (Chaffey, 2003:337). This method is also known under the name pay per
impression (PPI) (Wikipedia Compensation Methods, 2007).

Result-based models

Although content providers can prefer selling advertisements on a CPM basis, arguing
that because they do not have control over the creative, they act solely as suppliers of
viewers, there has been a significant rise of compensation models based on results
(Chaffey, 2003:337). According to Chaffey, these comprise of:

= Per Response

=  Per Action
(Chaffey, 2003:337)

Per Response

Response on an online advertisement is measured in clicks, thus the response is click.
This model is also known as Pay per click (PPC) The cost is calculated according to the
number of click-throughs - in this model, costs are measured in cost per click (CPC).
(Wikipedia Compensation methods, 2007)

The most known example of pay per click compensation model is Google AdWords. In
Google AdWords, advertiser only pays when the user actually clicks on the ad and lands
on advertiser's website. On the side of content providers, CPC pricing is used in Google's
twin service, AdSense. (Google AdWords Learning Center, 2007) As reported by Strauss
et al., according to the keyword popularity, advertisers can spend between 10 to 500
thousand USD per month. (Strauss et al.,, 2006:328) Cho et al. state that the advertisers
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pay in between 0.01 to 100 USD per click to Google in AdWords program (Cho et al,,
2005).

To counteract unsuccessful ads, Google automatically chooses the best ad to display
between many advertisers based on their willingness to pay higher price, their media
click-through rate and allowed daily or monthly budget. The higher is the amount
advertiser is willing to pay, the better is the ad placement and thus the probability being
clicked on. In other words, Google is selling advertising in continuous auctions,
separately for each keyword. (Cho et al.,, 2005; TradeDoubler Keyword Marketing, 2007)

Per Action

Duffy notes that although payment for clicks was a step forward from the merchant's
point of view, they still do not deliver satisfying results. Often, clicks were not related to
actual sales. Duffy further argues that the only win situation for merchant is actually the
sale. (Duffy, 2005)

According to Chaffey, per action based pricing means that the payment is calculated from
number of specific actions that were triggered by users that clicked a particular ad. The
action can consist of downloading a product sheet, software trial, sales lead or even
purchase. (Chaffey, 2003:337)

Wikipedia lists several methods, where per action compensation model is used:

» Pay per sale (PPS) - also called Revenue share - is a method when advertiser pays
a percentage of a sale made by a customer coming from content provider's
website. Respective pricing is called Cost per sale (CPS).

» Pay per action (PPA) and commonly used synonym Pay per lead (PPL) - are
terms used for general per action pricing, where action can be anything from
filling out a form to sign up. Respective costs are measured in Cost per action
(CPA) or Cost per lead (CPL). On the contrary to pay per sale, the cost is fixed in
this model (as sale cannot be measured). Common special forms of pay per action
are pay per call and pay per install, where content provider is paid for customer's
call to advertiser or download and installation of computer software.

(Wikipedia Compensation methods, 2007)

Result-based models, both per response and per action, are tricky for content providers
when signing long term contracts. They make it is easier for them to sell advertisement
space, but on the other hand, content providers lacks control of actual media that is used
and product that is advertised. If a CTR (click-through-rate) is low, content provider is
paid less for the same than with other compensation methods. (Zeff, 1999:157-159)

Compensation Models in Affiliate Marketing

According to Fiore, in affiliate marketing particularly, advertisers can choose from three
above described compensation models in order to pay commissions to the content
providers:
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»= Pay per sale (PPS) - commission is paid for each sale made by a visitor from the
affiliate website.

= Pay per lead (PPL) - the affiliate is paid after a website visitor carries out a
specified action - subscribes to a newsletter, fills in a questionnaire etc. Note: Pay
per lead is also known as Pay per action (PPA)

= Pay per click (PPC) - content providers receive commission for every click at the
link to advertiser’s website. (Fiore, 2001:125)

According to the AffStat 2007 report cited by Wikipedia, Pay per sale accounts to 80% of
affiliate programs, pay per action to 19% and all other models (PPC, PPI) account to only
1%. (Wikipedia, 2007)

The above mentioned three basic plans can be combined with other types. The most used
combinations are two-tier and residual programs. Two-tier programs operate at the same
basis as multilevel marketing, when affiliates are paid also for the activities of newly
recruited affiliate. In residual programs, affiliates get commissions for all purchases
carried out by previously referred visitors for a specific time period. (Harris, 2007;
Wikipedia, 2007)

The commission, which merchants pay to affiliates, can be either set as a flat fee - the

affiliate will get the same amount of money for each sale, or as a percentage of the sale
value (Hoffman & Novak, 2000).

2.2 Business Models of Content Providers

In order to better understand how content providers position themselves in the online
value chain and profit from their websites, it is crucial to comprehend their sources of
revenue. Insight into the available business models is needed in order to be able to
assess situations under which different forms of online advertising are more or less
efficient, which will provide the framework for answering the second research question.

Gallaugher et al. list seven revenue streams for online content providers:
1. Online advertising

Subscription fee for online content

Online ordering of print publication

Syndication / revenue sharing with online services

Per-unit charges for online content

o 1ok W N

Online sale of non-content merchandise and services
7. Affiliate marketing
(Gallaugher et al., 2001)

The cited article however only dealt with magazine and newspaper companies, thus
some of revenue streams are not applicable generally. A better understanding may
provide model is presented by Strauss et al., who have categorized business models
applicable to cybermediaries into following categories:
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* Brokerage model

» Agent model

* Online retailing
(Strauss et al., 2006:302-308)

Brokerage Model

According to Strauss, in brokerage model, cybermediary acts as a provider of
negotiations platform between buyers and sellers. Either the seller or buyer or both are
charged a fee. Such companies operate on business to business, business to customer or
customer to customer markets. Usually, they provide many value added services for both
buyers and sellers. Within brokerage model, two models are common:

* Online exchange

=  Online auction
(Ibid)

Agent Model

As described by Strauss, online agents represent either the buyer or the seller and act in
their interests. Within Agent models, a following structure can be recognized:

» Models representing sellers
o Selling agents
o Metamediaries
o Virtual malls

» Models representing buyers
o Purchasing agents
o Reverse auction
o Buyer cooperative

(Ibid)

Selling Agents

Strauss depicts selling agents as cybermediaries that represent one or more companies
and help them to sell their products. A commission model is usually applied through an
affiliate program. In order to receive a commission, the agent has to refer a user that will
conduct a purchase order or other specified action. Whereas in traditional marketing an
agent usually represents one manufacturer, agents online often represent the whole
industry and can offer competing products. (Ibid)

This model is very common within travel industry, where travel agents represent
airlines, hotels, car rental companies etc. For customers, using such agents is beneficiary,
as they can negotiate better deals and buying process is more convenient. (Ibid)

Another model represents catalog aggregators, which aggregate information about
products into online catalogs from many producers. Customers can then choose
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conveniently from many products and they have instant information about price and
availability. This model is used mainly within B2B solutions. In the most advanced level,
catalog aggregators can for example be directly linked to vendors' ERP (Enterprise
Resource Planning) systems. (Ibid)

Metamediaries

According to Strauss, metamediary is a website that connects stakeholders related to a
major event, such as purchase of asset or marriage. Metamediaries reduce customer's
information search, assure quality of suppliers and provide relevant information. They
can also facilitate transactions. Merchants, on the other hand, benefit from the traffic to
their website, that metamediaries generate, and by co-branding. Metamediaries are
based on commission models. Strauss et al. stress that trust is important in the relation
between the metamediary and customers and that some of them may even choose not to
use web ads in order to remain perceived unbiased. (Ibid)

Virtual Malls

Strauss describes virtual malls as online equivalent to brick-and-mortar shopping malls.
Similar to the metamediaries model, stores get the advantage of virtual mall traffic and
co-branding. Customers can benefit from having the same shopping cart in all stores and
making on purchase at the end, loyalty programs, gift registries, search facilities and
shopping suggestions, recommendations and product reviews. (Ibid)

Purchasing Agents

Purchasing agents gather orders from individual customers, which remain anonymous in
many cases, and commit large volume orders in order to obtain better price from a
vendor. Basically, in this case the customer is the one who set the price for which he/she
wishes to buy a product. (Ibid)

Reverse Auction

Reverse auction is similar to purchasing agents, with the exception that the business is
kept on the individual basis. Customer sets the price for which he/she undertakes to
make a purchase and vendors bid to meet the price or get at least close enough to
interest the buyer. (Ibid)

Buyer Cooperative

Buyer cooperative is an alternation of purchasing agents. Again, customers are grouped
in order to lower the price, but in the case of buyer cooperative, there is a set relation
between the amount of buyers and the price. Buyers, who already joined, know at any
time how many other buyers they need to find in order to set the price lower. In this
case, buyers themselves do the marketing to find other customers. Strauss et al. note
however, that none of the big companies that used this model were able to make profit so
far. (Ibid)

Online Retailing

Online retailers are synonym for online stores. They buy goods from vendors and sell
them again to end customers. This area of study is very large and is not covered by this
paper, because it is related neither to affiliate marketing nor content providers. (Ibid)
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2.3 Affiliate program selection

Choosing of an affiliate program by a content provider is not covered at all in the
literature, and there are also no models that are close to this problem. Nevertheless, it
can be assumed, that the selection process is very similar to the process of choosing a
supplier of a service.

Even though the content providers do not pay money for the service, they devote part of
their advertising space to the affiliate program and they lose possibility to sell the space
to other parties. Therefore, there is an opportunity cost connected with every affiliate
marketing provider that has to be taken into account (Hoffman & Novak, 2000).

Thus, the theory explaining the selection process of the affiliate marketing programs will
be based on the literature dealing with process of choosing suppliers. First, the buying
process and buying situation will be depicted, in order to understand the background of
the supplier selection process. Afterwards, two models describing this process will be
discussed, in order to build the framework for answering the research question three.

2.3.1 Buying process

Before the purchase decision is made, the decision maker goes through several steps of
buying process (Palmer, 2001).

Need recognition

Evaluation

Post-purchase evaluation

Figure 3 — Buying process (adapted from Palmer, 2001)

The process is started by identifying need, which is a motivator of an action that would
satisfy the need. Then, the information are sought for in order to find the best solution.
Subsequently, the alternatives are assessed and the final decision is made. After the
purchase, the buyer evaluates it.

Fisk (1981) further developed a model of buying process for using in the service sector.
The model divides buying process into three stages - pre-consumption, consumption and
post-consumption stage. During the first stage, a decision-maker identifies the solution,
which he or she expects to be the best. In the next stage, the service is consumed and the
actual experience is matched with expectations raised in the previous stage. If the
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expectations are not met, it leads to dissatisfaction. In the last stage, the service is
evaluated and the satisfaction with the product or service increases the motivation to
buy it again in the future or continue using it, whilst dissatisfaction leads to opposite
results.

Y |
PRE-CONSUMPTION I CONSUMPTION | POST-CONSUMPTION
STAGE STAGE STAGE
' |
Need | Evaluation Post-

in | purchase
Information search use : evaluation
Evaluation 5 9
| o R
A | <o
| !
' |
\ | Y | v
Decision not | Discontinue I No further
to buy | purchases purchases

Figure 4 — Evaluation process model for services, Fisk, 1981

For the purpose of this work, the evaluation of alternatives and decision to buy stages
will be researched, as they are crucial for answering the above mentioned research
questions.

2.3.2 Buying situations

The length and difficultness of the process is dependent on the buying situation, in which
it takes place. Faris and Robinson (1967) recognize three types of buying situations, in
which the supplier is selected consequently:

1. New task
2. Modified rebuy
3. Straight rebuy

These buying situations differ in three characteristics - newness of the problem,
information requirements and consideration of new alternatives.
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Distinguishing Characteristics of Buying Situations
Table 1 — Characteristics of Buying Situations (Faris, Robinson, 1967)

Type of buying Newness of the Information Consideration of
situation problem requirements new alternatives
New task High Maximum Important
Modified rebuy Medium Moderate Limited
Straight rebuy Low Minimal None

When decision makers encounter the new task, they have to deal with situation they
have no experience with and therefore they will need to gather a lot of information. They

will also look for and consider many different alternatives before making their final
decision. (Ibid)

Buyers dealing with the modified rebuy already have relevant buying experience, but
they need to gain new information about the changed task and some new alternatives
are sought for, in case there is a possibility to increase return by that. (Ibid)

In the straight rebuy, the task is routinized, decision makers do not usually seek for new
information nor for new suppliers, even though the specification of the purchase can
differ. These variations however do not cause the change of supplier. (Ibid)

Although this concept was identified in 1967, it is still accepted in the literature and
authors (such as De Bore, 2001) consider it as valid, because of its applicability to wide
variety of problems connected with purchasing and supplier selection.

De Bore (2001) adds one additional characteristic, which significantly influences the
attention paid to the purchase decision - the level of perceived risk. If the level of
perceived risk is low, then the search for information is not as demanding as in the high-
perceived risk situation. Also the number of considered alternatives will be not so high
for low-perceived risk purchases and vice versa.

We suppose, the described buying situations are applicable to selecting a provider of an
affiliate program, because content providers can either decide to employ new programs
for their websites, replace current ones or continue using them.

2.3.3 Supplier Selection Process (De Boer)

As demonstrated previously, we assume that the process of selection an affiliate program
by content providers is similar to the supplier selection process. De Boer states, that
there are four phases of this process:

Problem definition - organization should decide, what they want to achieve, whether
they need to employ suppliers to reach the goal and how many of them will be
potentially necessary.

Criteria definition - criteria important for the selecting the supplier has to be chosen
and defined. The company can use the historical data about suppliers, if it is available.

Pre-qualification of suppliers - as there can be many available suppliers, their number
should be reduced to a smaller set of acceptable suppliers.

Choice of the supplier - the final decision is made and the supplier is selected from the
previously chosen set of suppliers.
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(De Boer, 2001)

Methods for supplier selection

De Boer (2001) reviewed methods described in the literature for each of the process
stages and observed, that the literature does not deal with the problem definition and
criteria definition in a new task situation. Therefore, the criteria need to be researched
empirically from the content providers in this study.

Pre-qualification

Several methods used for pre-qualification of suppliers are enumerated by De Bore
(2001):

Categorical methods - supplier’s performance in each criterion is assessed as positive,
neutral or negative. Subsequently, suppliers are categorized into three groups according
to the previous evaluation.

Data envelopment analysis - compares the cost of costs of using suppliers and benefits
delivered by suppliers, which enables the buyer to identify, which suppliers would be
efficient to use and which would be inefficient.

Cluster analysis - statistical method, which sorts the suppliers into clusters, so that the
differences between suppliers in the cluster are minimal, whilst differences between
suppliers from different clusters are maximal.

Case-based reasoning systems - use software that provides information and
experiences from previous cases similar to the solved one using database of such
situations.

Final Choice

For the final choice of the supplier, De Boer (2001) states that there are five groups of
methods:

» Linear weighting models

= Total cost of ownership models

» Mathematical programming models
= Statistical models

= Artificial intelligence models

The last three models are based on historical quantitative data to a great extent and
therefore, they will be not described into details, as they are not applicable to choosing a
provider of affiliate program, when there is no (or little) historical data available.

Linear weighting models assign weight to each criterion. The rating of the criterion is
then multiplied by the specific weight. This way, single number is calculated for each
supplier and the one having obtained the highest number should be selected. Several
modifications of the model have been proposed, such as non-compensatory models,
which set a minimum level for each criterion that has to be achieved; analytical hierarchy
process, which enables using verbal qualitative evaluation of the supplier’s performance
in each criterion; statistical techniques and the fuzzy sets theory to model uncertainty
and imprecision. (Ibid)
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Total cost of ownership models seek to assess all the costs connected with the purchase
from a specific supplier and include them into the price offered by the supplier (ibid).
Some authors such as Smytka and Clemens (1993) propose to combine this method with
rating system for criteria that are difficult to assess quantitatively.

2.3.4 Supplier Selection and Supplier Management System (Lee)

More structured model which integrates supplier selection with supplier management
and purchasing strategy was developed by Lee, Ha and Kim (2001). The authors state
that the supplier selection and supplier management system comprises three parts:

* Purchasing strategy system
= Supplier selection system
= Supplier management system

Purchasing strategy includes four criteria - quality, delivery, cost and service, which
were identified as crucial in manufacturing. Purchasing strategy system influences the
choice of criteria for supplier selection. Supplier management system should identify the
managerial criteria using the information from the supplier selection system. Finally,
supplier selection system should calculate the weights of each criteria and rank suppliers
according to them. Offers of alternative suppliers are compared to the performance of
current ones and if surpassing the existing suppliers, they will replace them. Thus, the
model is applicable especially for modified rebuy buying situations, when there are new
suppliers considered, but the task is already known and well defined.

For the purpose of the study we will focus only on the depicted supplier selection system,
as the supplier management and purchasing strategy systems are out of the focus of the
thesis.
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Figure 5 — Model of supplier selection and supplier management system, Lee et al., 2001

2.4 Summary

For content providers, online advertising is an important source of revenue, and in some
cases even the only source of revenue. Content providers today have wide variety of
options how to use online advertising on their websites and towards their users (chapter
2.1.4), as well as they have several options how to sell advertising (chapter 2.1) and a
variety of compensation models to set the price for it (chapter 2.1.6). Chapter 2.1.5
further discusses search marketing, the main technique used to attract visitors to content
providers' websites.

We have drawn a framework to understand possible advantages and disadvantages of
online advertising (chapters 2.1.2, 2.1.3), as well as we have covered several forms of
affiliate marketing usage (chapter 2.1.1). Combined with knowledge of applicable
business models and revenue sources (chapter 2.2), we have assessed the situations in
which the usage affiliate marketing is beneficial and in which not.
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Furthermore, we have shown two models of buying process (chapter 2.3.1), which can be
used to study how content providers choose affiliate programs. The process is different
for several buying situations, as shown in chapter 2.3.2. Supplier selection models
presented in chapter 2.3.3 and 2.3.4 further evolve the evaluation and decision stage of
buying process.

The above described models were used in order to form the questions for interview
guide that enabled answering the research questions of this thesis.

-31_



METHODOLOGY

3 METHODOLOGY

In this chapter, the research methodology used in the work is discussed and explained.
First, the choice of research purpose, approach, methods and strategy are motivated.
Then, used sampling methods are clarified and data collection and analysis are depicted.
Finally, ways to ensure validity and reliability in the research are reviewed.

3.1 Research purpose

This study is a pioneering research, therefore, exploratory research purpose was applied.
This type of research purpose should be employed when the researched problem has not
been precisely defined so far and needs to be clarified (Ghauri & Gronhaug, 2005). The
work seeks to determine and explain the content providers’ usage of affiliate marketing
and provide new information about the problem area.

As the work does not try to “portray an accurate profile of persons, events or situations”
(Saunders, Lewis, Thornhill, 2000:97), which is the goal of descriptive research, nor find
cause-effect relationship among variables and explain it as in explanatory research (Yin,
1994, 3-9), other research purposes were not applicable.

3.2 Research strategy

Different strategies can be used when carrying out the research in business area. Yin
enumerates them as case study, experiment, survey, history and archival records (Yin,
1994:3). For this work only case study and survey could be taken into consideration, as
all other strategies did not enable collecting appropriate data for answering the research
questions.

The choice of the research strategy is influenced by the formulation of the research
problem and the research questions. Case study is preferred for research questions
starting with “how” or “why” aiming to provide explanations about the problem area,
while survey is relevant for research questions starting with “who”, “what”, “where”,
“how many” or “how much” focusing on describing the examined phenomenon (Yin,
1994:6). Formulation of research questions in this thesis (starting with “how”)

supported the choice of case study instead of survey.

Survey enables researching a large sample size in an economic way, but the data are
usually not as wide-ranging as if they were collected using another research strategy. On
the other hand, case study does not allow collecting data from a large sample size, but
offers to gain deep understanding of the problem and researching many variables
(Saunders, Lewis, Thornhill, 2000:92-93), which is the goal of this thesis. Because of the
above stated reasons, case study research strategy was employed.

The scope of this paper did not allow collecting data from a large sample of content-
providers. Still, conducting only one case study was also not suitable, as single case study
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should be employed, when it represents either extreme or unique case, critical case that
can test a well-formulated theory, or revelatory case that provides an opportunity to
research so far inaccessible problem area (Yin, 1994:38-39).

None of the options applied for this thesis, therefore multiple case studies were carried
out and compared, as their findings are usually considered to be more credible and solid.
Moreover, multiple case studies enable comparison among the cases and increase the
research validity (Yin, 1994:45).

3.3 Selection of cases

For selecting cases, probability methods, which are “based on the concept of random
selection - a controlled procedure that assures that each element of total population is
given a known nonzero chance of selection” (Cooper & Schindler, 1998), could not be
applied in this work, because it was not feasible to embrace all the content-providers
using affiliate marketing at their websites. This group is very large and it is changing
constantly.

Instead non-probability methods were employed. Three content providers were chosen
by the researchers for conducting the case studies. They were chosen by convenience
selection method, which means selecting cases according to their availability and
accessibility for the researchers (Saunders, Lewis, Thornhill, 2000:177), using personal
contacts. The reason for applying this type of selection methods was mainly the
availability of such contacts and expected willingness to provide the data.

In order to answer the research questions of this work, content providers that were
selected for case studies needed to meet several criteria. First, they had to own or run
several different websites and use affiliate marketing at least at part of them for one year
or longer. This condition should have ensured that the content providers had experience
with different types of websites, they were knowledgeable about affiliate marketing and
were able to assess its advantages and disadvantages.

Second, they had to employ at least one other type of online advertising at their websites,
so that they were able to compare affiliate marketing with other advertising options.
Furthermore, running websites should have been the primary job for content providers,
so that they were highly involved in performance of their websites and generated
revenue and tried to achieve the best results for them.

Websites of the selected content providers should have been focused at different topics
and should have not used identical affiliate programs. Focusing only at one business area
or few affiliate programs could distort results of this work, as they could be dependent
on performance of merchants providing the programs, or having dominant position at
the market.

3.4 Data collection

For the exploratory studies such as this one, the qualitative methods for data collection
and analysis are appropriate, as they frequently work with a smaller sample size that
enables gaining deeper insight into the problem (Ghauri & Gronhaug, 2005). Due to the
small amount of researched subjects, generalization is usually not possible (Ghauri &
Gronhaug, 2005), however that was not the aim of this thesis.
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Moreover, data collected in the research were not suitable for statistical processing, but
they required categorization and interpretation, which is also characteristic for
qualitative methods (Saunders, Lewis, Thornhill, 2000:378). Therefore, this study
employed qualitative research methods.

Data were collected by interviews with people responsible for choosing, implementing
and evaluation of affiliate marketing in the chosen subjects and by observation at their
websites. Interviews were chosen, as they enable acquiring in-depth data and are
suitable for qualitative analysis (Saunders, Lewis, Thornhill, 2000:245).

In the study, interviews were conducted by telephone or during personal meeting. All
interviews were recorded and were semi-structured, which means that list of themes
and questions needed to be covered was prepared, but it was possible to make variations
in every interview according to the actual needs (Saunders, Lewis, Thornhill, 2000:246-
247). This way it was possible to compare the interviews, but also adapt their flow to the
new information learnt during the interview.

Questions were asked according to an interview guide (available in appendix), which
was prepared in advance in order to cover all topics connected to research questions of
this work. In the beginning, interviewees were encouraged to describe their websites
and introductory questions were asked. Even though these questions were not directly
connected with any research questions, they were important for understanding
website’s focus, visitors, business model etc. If necessary, sequence of questions from the
interview guide was changed to keep continuous flow of the interview.

Apart from interviews, observation at the content-providers’ websites was applied. Due
to the observation, it was possible to verify data collected at the interviews and find out
additional information about employing affiliate marketing and other forms of online
advertising at content providers’ websites.

3.5 Data analysis

Data in multiple-case studies can be investigated through within-case and cross-case
analysis. In the within-case analysis, collected data are compared with the theories in the
frame of reference (Huberman & Miles, 1994:143-173). Within-case analysis was used to
find out similarities and differences between the findings from the case study and
theoretical background described in the literature overview chapter of this work.
Potential discrepancy between findings and theory was analyzed and explanation was
sought after. The same structure of within-case analysis was used for all three case
studies.

After within-case analysis, cross-case analysis, that enables confronting cases and
comparing findings from all of them (Huberman & Miles, 1994:143-173), was used. In
the cross-case analysis, findings from the cases were compared and discussed.

3.6 Validity and reliability

Two measures are usually taken into account, when the research quality is assessed -
validity and reliability. Validity is “concerned with whether the findings are really about
what they appear to be about” (Saunders, Lewis, Thornhill, 2000:101).
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In order to assure validity, the research methodology and frame of reference for this
study were adhered to. Multiple sources of data were used - three content-providers
were interviewed and also their websites were observed in order to verify the data
provided by the informants.

External validity - specifying the area, in which the conclusions from the study can be
generalized (Yin, 1994:35-36) - had to be also taken into consideration because of the
small number of informants. Three content providers, that were interviewed, cannot
represent precisely the whole group of content providers on the Internet, which is very
variable and diverse.

The chosen informants were affected by their backgrounds, type of business models they
had, or opportunities offered at the market(s) they were active at. These factors had also
impact on research reliability - assuring that the same results would be achieved when
conducting another research (Saunders, Lewis, Thornhill, 2000:101).

For strengthening the reliability of the research, the same interview guide was used for
all interviews, which were recorded and analyzed by two researchers in order not to
miss out important information and to reduce interviewer bias and errors. To assure that
informants did not omit important information for the research or altered the facts,
observations were made at their websites before the interviews. Due to this, data gained
by the interviews could be compared immediately with data from observations and
potential differences were explained. Content providers were also not asked about
sensitive data (such as their income) that they could be unwilling to share.

Still, it is not possible to generalize the findings and conclusions of this research to all
content providers at the Internet. However, in its settings the research provides in-depth
insight into the problem area and offers new perspective to the companies considering
employing affiliate marketing. The work can be also used as a basis for further studies
about the topic.

-35-



DATA PRESENTATION

4 DATA PRESENTATION

4.1 Caseno.l1

Interviewee PETR SRSEN is a Czech content provider, residing in Prague. He owns around
40 different websites, targeted to Czech, Polish, Slovak and international visitors.

4.1.1 Examples of websites:

Letenkar.cz (translated “air tickets guide”) is a Czech website dedicated to air travel.
Website presents new routes of airlines, new bases of low cost airlines, special
promotions and general air travel news.

o

Figure 6 — Case 1: letenkar.cz (larger image available in thesis appendix)
Following revenue sources are used at letenkar.cz:

* Ad networks (Google AdSense)

= Affiliate marketing (Potenza.czl)

Eurovikendy.cz (translated “Euroweekends”) is a Czech tourist website with information
about weekend getaways in major European cities. A separate page exists for each
destination (e.g. Paris, Rome etc.) with detailed information about the city, tips to main
sites to see, accommodation, transportation etc. According to the season, some special
pages are promoted - e.g. St.Valentine's getaways, New Year Eve's getaways etc.

1 Potenza (www.potenza.cz) is the biggest affiliate network in the Czech Republic
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Figure 7 — Case 1: eurovikendy.cz (larger image available in thesis appendix)
The website Eurovikendy.cz uses following revenue sources:
* Ad networks (Google AdSense)
» Affiliate marketing (Invia.cz2, Potenza.cz)
» Linkbuilding text links (direct selling)

According to the interviewee, affiliate program from travel agency Invia.cz is the best
source of revenue for this website.

[-noviny.cz (translated “i-news”) is a Czech regional online newspaper. It contains daily
news from region of Ceska Lipa, information about the region, cultural events, discussion
forum and flea market. Website has audience of about 1000 visitors per day on average.

2 Invia (www.invia.cz) is the biggest online travel agency in the Czech Republic
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Figure 8 — Case 1: i-noviny.cz (larger image available in thesis appendix)
[-noviny.cz use following sources of revenue:

* Ad networks (Google AdSense)

» Direct selling of advertising space (banner ads, mostly from regional companies)

= Affiliate marketing (Invia.cz)

» Linkbuilding text links (direct selling)

According to the interviewee, direct advertising is the main revenue source for this

website.

Birmingham.pl (http://www.birmingham.pl/) is a website targeted to people from

Poland willing to work in Birmingham, United Kingdom. This website is an example of an
individual affiliate program, agreed between the agency that provides jobs and
accommodation and content provider. Website contains detailed information about the
city of Birmingham, accommodation possibilities, job market, administration needed to
move there and start working, transportation, spare time possibilities and online forms

to ask for quote for accommodation and job.

Birmingham
Praca | zakwaterowanie w
Birmingham

Rezerwacia
Kontakt

)

Figure 9 — Case 1: birmingham.pl (larger image available in thesis appendix)

Birmingham.pl solely relies on a custom made affiliate program, with compensation

model pay per sale (PPS).


http://www.birmingham.pl/
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Accommodation in Manchester (http://www.manchester.cz/) - this website follows the
same model as accommodation in Birmingham above. Website is available in 7
languages.

1UXUSN provedeni domil  pracka se susickou
v KaZdém pokoll
centrum Manchesteru  stylovy nabyex

Fw ]

Figure 10 — Case 1: manchester.cz

Individual affiliate program is used at the website, with compensation model pay per sale
(PPS).

For selling the advertising space at his websites, the interviewee uses direct selling,
advertising networks such as Google AdSense or Sklik3, affiliate networks such as
Commission Junction, direct affiliate programs of Amazon.com, Invia and Kralovna* and
custom made pay per lead agreements.

4.1.2 Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

The interviewee perceives the biggest advantage of affiliate marketing compared to the
other forms of online advertising in the financial gains, which, when implemented well,
can be much higher than gains from advertising networks.

On the other hand, according to the interviewee, a strong disadvantage is the difficulties
connected with the implementation. He observed that he needs to devote great amount
of time in order to find the most efficient way, how to use an affiliate program at a
specific website, as he needs to assess visitors’ behavior and adjust the ads to it.

He has to overcome banner blindness and make the advertising more appealing to the
specific group of visitors. Moreover, the behavior of visitors differs according to the
website’s topic. Therefore, it is not possible to apply the same patterns at the websites,
which focus on diverse groups of visitors.

Except for the described issues with the implementation, he thinks that affiliate
programs are easier to use than most of the other types of online advertising. The
interviewee notes that even though direct selling of advertising can bring higher income

3 Sklik (www.sklik.cz) is an advertising network owned by the biggest Czech online portal Seznam.cz

4 Kralovna (www.kralovna.cz) is the biggest online seller of air tickets in the Czech Republic
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than affiliate marketing, it is also more time-consuming as it requires approaching
possible merchants, persuading them, setting up personalized advertising, preparing
reports and handling all paperwork. In affiliate marketing, the access to merchants is
straightforward and simple.

The interviewee adds that the simplest way to earn money on content websites is to use
advertising networks, such as Google AdSense. Advantages are that the whole process is
fully automated and it is not necessary to issue any invoices, communicate with
advertisers etc. However, these networks do not enable gaining such high income as
other forms of online advertising. Because of these reasons, he considers affiliate
marketing as the best compromise between financial gains and overhead costs
connected with selling the advertising.

4.1.3 Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

The interviewee offers several types of online advertising to the merchants - sending e-
mails with advertising content to his visitors, displaying banner ads and text links at his
websites. Only banner ads and text links are used for affiliate marketing.

He has two main sources of income from his websites - online advertising and affiliate
marketing. He does not consider other sources of revenue as beneficial as these two.
Affiliate marketing accounts for about 50% of his income from the websites, other half is
income from direct advertising and advertising networks.

The content provider sets the pricing for online campaigns using three compensation
models - per time period, pay per click and pay per sale. Compensation model per time
period is applied for the banner advertising, when he charges the given amount of money
for 3 or 6 months. He does not offer banner advertising for shorter periods of time,
because he does not want to devote time to sending new quotes to the advertisers, issue
more invoices etc.

The interviewee uses pay per click model only with ads provided by advertising
networks Google AdSense and Sklik. These networks decrease the amount of time
necessary for administrating the ads, however the financial gains are lower than with
other compensation models. The interviewee does not offer pay per click model for
advertising space sold directly, as the price per one click would have to be relatively high
in order to pay the administrative costs connected with selling and it would not be
competitive. Pay per click advertising provided by advertising networks is only used at
websites, at which the interviewee does not have better options how to sell advertising
space.

In affiliate programs, pay per sale model is applied. He accepts both flat commission
rates as well as percentage of the sale amount. He prefers percentage commission,
because he considers it fairer than the flat rate. However, he does not perceive this
criteria being important in his decision making about using a specific affiliate program.

From all the above described compensation models, he prefers pay per time period,
because he knows, how much income it will generate and it also brings him the highest
earnings. On the other hand, it is more difficult to sell advertising based on this model
and it is more demanding as far as administration is concerned.
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The interviewee applies agent business models (selling agent and metamediary) at his
websites and he thinks that affiliate marketing can be applied to all of his websites.
Nevertheless, he uses it only at part of his websites, because he considers combination of
banner advertising, text links and affiliate marketing as the most efficient and it makes
him more independent on specific revenue sources.

The interviewee assesses effectiveness of the advertising campaigns at his websites
using two main measures. First, he measures the click through rate as a ratio between
the number of visitors that click at the banner and the total number of visitors at the
webpage. If click through rate is not satisfactory, he changes placement of the ad, its text,
image etc.

Second, the number of visitors that are turned into customers at the merchant’s website
is measured by conversion rate. The interviewee considers the conversion rate as the
most important performance indicator, as it determines the income gained from a
specific ad. If the conversion rate is low, he actively works with the merchant to learn the
reasons and eliminate them.

Search engine optimization and search engine marketing are used to drive traffic to the
interviewee’s websites. Natural search results account for about 80% of the visitors,
which is achieved by carefully optimizing the website for certain search phrases and
placing text links used for link building® (either reciprocally or for a fee) at other
websites. Approximately 15% of visitors come from paid advertising using search engine
marketing, 5% are other forms, such as when user directly types the URL in the browser.

When employing search engine marketing, the interviewee buys text links in advertising
networks Google AdWords and Sklik. He carefully controls that the price paid for buying
the advertising is lower than the one earned for click.

The interviewee uses both one-to-one and one-to-many affiliate programs. One-to-one
programs are more financially beneficial for him, but their administration is demanding.
Moreover, one-to-one programs are usually not automated and trust between both
parties is needed. Commissions are assigned to the content provider based on for
example orders received through e-mails, which the interviewee has no control of. Thus,
it can also happen that the commission is not recognized because of merchant’s mistake
or even deliberate deception. All one-to-one programs, that the interviewee participates
in, are agreed directly with the merchants.

When using one-to-many affiliate programs, the whole process is automated and it is not
necessary to communicate with anybody. Even though the commissions are usually
lower, the overhead connected with the program are much lower as well. Because of the
same reason, the interviewee valuates the affiliate networks, which provide all the
necessary technology to manage the program and assure that the commission is assigned
every time.

5 Link building is a search engine optimization technique, which capitalizes on the fact that search engines
consider websites with more external links better and place them higher in the search results. (Wikipedia
Search Engine Optimization, 2007)

_41_



DATA PRESENTATION

4.1.4 Research question 3
How do content providers select affiliate marketing programs they intend to participate in?

When choosing a new provider of an affiliate program, the interviewee applies two
different approaches. First, he continuously seeks information about affiliate programs,
which seem financially interesting for him. If he finds such affiliate program, he tries to
design a website that could exploit the program and bring profit. In this case, he searches
for programs, for which he is capable to attract sufficient amount of visitors, but that are
not in extremely competitive markets.

If he wants to add a new affiliate program to an existing website or replace the current
one, he searches for programs that would provide better financial conditions than the
previous ones, or than other types of online advertising he could use at the website.

For both situations, the most important criteria for choosing a program are financial
benefits. Nevertheless, the interviewee puts emphasis not only on the amount of
commission rate itself, but also on the merchant’s capability to convert visitors into
customers. If the merchant fails and is not able to sell the advertised product or service,
interviewee loses his commission.

When these conversion rates are not satisfactory for a longer period of time, the
interviewee decides to change the affiliate program provider, as well as when he finds a
program with significantly better commission rates. However, he always considers
changing the provider carefully, as it requires devoting additional time and results are
not guaranteed.

In order to attract more visitors to click at the banners or text links at his websites, he
values very much the possibility to customize the banners and text links according to the
needs of his visitors. Therefore, if the affiliate program has strict rules concerning
changing the ads, it can discourage the interviewee from using the program, because he
fears that he would not be able to persuade sufficient number of his websites’ visitors to
click at such banners or text links.

The interviewee selects only affiliate programs that are connected with the topics he
focuses on and he is knowledgeable about - traveling, working abroad, technology and
web hosting. Even though he is aware of potential of affiliate programs in other fields, he
does not intend to use them at the moment. He also wants the program to bring some
additional value to his websites, he is not willing to advertise a product or service that he
does not consider useful.

When choosing an affiliate program provider, the interviewee does not make any pre-
selection of the program, before choosing the final provider.
Remark:

The interviewee excludes certain form of text links from advertising. These links are
used mainly for link building and their primary function is not to attract visitors directly
to other websites. Still, these links are also source of revenue for the interviewee.
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4.2 Caseno. 2

THOMAS WILKINSON is the owner of Second Sighting Ltd., a company based in Lancaster,
UK. Second Sighting Ltd. runs 4 websites on which affiliate marketing is used. All
websites are targeted to the UK market.

The interviewee started with affiliate marketing on a recommendation from a friend,
who was already in the business, in late 2005. He considered it an interesting way how to
start business and he valued that he did not need any financial capital to start.

4.2.1 Examples of websites:

Loanexplorer (http://www.loanexplorer.co.uk/) is a simple website allowing visitors to
apply for loans for various purposes. The application itself is loaded from merchant
(storefront, white label) and commission is made based on leads (PPL model).

= )

Figure 11 — Case 2: loanexplorer.co.uk (larger image available in thesis appendix)

Remortgageexplorer (http://www.remortgageexplorer.co.uk/) is a variation on previous
website and promotes a special type of loan - remortgage. Affiliate marketing is used for
sending applications to merchants. Commissions are paid based on leads (PPL).

= )

Figure 12 — Case 2: remortgageexplorer.co.uk (larger image available in thesis appendix)
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Debtexplorer (http://www.debtexplorer.co.uk/) is another variation of the same
website model, this time offering debt management solutions. Again, PPL model is used
for receiving commissions from affiliate programs.

= )

Figure 13 — Case 2: debtexplorer.co.uk (larger image available in thesis appendix)

Shoppingday (http://www.shoppingday.co.uk/) is a shopping website, which offers
products from hundreds of online stores. Website uses XML technology to download data
feeds from vendors, including product descriptions, image links and prices and blend
them into one shopping place. Pay per sale model is used to receive commission on
intermediated sales.

Figure 14 — Case 2: shoppingday.co.uk (larger image available in thesis appendix)

4.2.2 Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

Interviewee considers easiness of use as a main advantage of affiliate marketing. He
claims that one only needs a computer and internet connection - there is no capital
needed to start with one’s own business.

Affiliate marketing also enables earning higher revenue than displaying ads of
advertising networks. The difference is so significant that it is beneficial for content
provider to pay for contextual ads at such networks in order to attract visitors to his
websites and display affiliate marketing ads there.
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Further advantage is good tracking, which enables determining very precisely visitors’
behavior at the website and after leaving the website. Thanks to this, the interviewee can
modify his website to achieve higher conversion rate.

He also values low switching costs and no obligations — when a program does not
perform as expected, switching is very easy especially due to the large amount of
available affiliate programs in the financial sector, which is his main domain.

On the other hand, there are several disadvantages of affiliate marketing. Deception is
claimed to be the worst one. According to the interviewee, it is very easy to cheat on
content providers, as they don't have any control over the fact whether a sale was made
or not. Interviewee should be paid for every lead that he generates through his financial
websites. However, in some cases the leads are not accepted by merchants, who claim
that the customer, who filled in application for a specific product, was not interested in it.

Some affiliate networks unfortunately do not help content providers with this issue,
because they are too afraid to lose the merchant. Moreover, affiliate networks do not
have more control over the merchants that content providers themselves do. When leads
are rejected by the merchant, it results in financial loses, because content provider still
has to pay for visitors coming to his websites from advertising networks.

Especially in the financial sector, interviewee claims that payment certainty is very low.
Apart from possible deception or lead rejections, it is also not uncommon that a
merchant goes out of business.

4.2.3 Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

Base on the categorization by Strauss et al. (2006), interviewee uses selling agent as a
business model for the websites. Within financial websites, the model is based on
attracting customers by contextual advertising through advertising networks such as
Google AdWords, Yahoo! or Live.com. Shopping website, on the other hand, relies more
on traffic from natural search result on search engines. Its business model can best fit in
subcategory catalog aggregators.

Affiliate marketing is the main source of revenue on all websites, the only other revenue
source is income from ads displayed through ad network Google AdSense. Affiliate
marketing income is based on sending applications for financial products to merchants
(e.g. banks). Every application is considered a lead and commission is paid.

Advertising is displayed in the form of banners and text-links, storefront (while label) is
used to display some of the content. Website owner also keeps a shopping blog, where he
uses advertorials to promote special deals on some products.

Generally, content provider accepts the commission set by the affiliate program provider,
as his position is not strong enough to set the price himself. He prefers to use pay per
lead (PPL) instead of PPS (pay per sale) model. The reason is that he does not have any
control over the conversion rate on the merchant's website and thus PPS is less certain.
He thinks that flat commission rate is more suitable for PPL compensation model - the
merchant pays for sending an application regardless of the final amount of purchase.
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Effectiveness is measured carefully, with the crucial ratio claimed to be the conversion
rate - number of leads divided by number of website visitors. Other ratios are not very
important. If the conversion rate is low, interviewee investigates the reason and makes
appropriate changes on the website to increase it. In a broader view, the financial criteria
(thus return on investment) are the most important criteria.

Interviewee claims that most people come to his websites through the ads he places on
advertising networks from major search engines (search engine marketing). Currently,
he also educates himself in search engine optimization in order to leverage its potential.
Another important source are social networking services®, like digg.com etc.

Interviewee only uses one-to-many affiliate programs offered by affiliate networks as he
claims to be too small to be able to negotiate special deals. He however considers one-to-
one programs better, mainly because affiliate network does not take its part of the
commissions in such situation. In some cases, affiliate networks actually receive up to
50% of commission paid by the merchant. In case of one-to-one programs, the earnings
could therefore be much higher. On the other hand, however, some reputable affiliate
networks actually increase the perception of credibility and reliability of the programs,
as they can persuade merchants to pay for more leads, or to pay in time.

Observation:

Financial products website business model is little blurred, because it is something
between selling agent and a metamediary. All three websites hide the brand of the actual
vendor of the service, but also do not offer almost any information about the products
being offered. Websites actually do not add any value to the customer's information
search, their purpose is only to make the customer fill in his/her data in order to receive
a proposal (and website owner a commission).

4.2.4 Research question 3

How do content providers select affiliate marketing programs they intend to participate in?

Instead of selecting affiliate programs for a particular website, the interviewee first
chooses a program that he thinks could be advantageous and then he thinks how to use it
and create websites for it.

As the main criteria for choosing an affiliate program, content provider names
commission rate. He is only interested in programs that offer high commission rates, his
preferable compensation model is pay per lead. He requires high commission rate in
order to be able to cover his expenses connected with attracting visitors to his websites
through advertising networks.

Furthermore, he assesses reliability of both merchant and the intermediary affiliate
network. A rule of thumb is that better known merchants are more reliable. He claims to
have negative experience with some networks and does not trust them any more.

6 Social network is defined by Kempe et al. (2003) as , graph of relationships and interactions within a
group of individuals“. In online marketing context, social network services are websites, which offer tools
for users to interact with each other and share their interests and activities. (Wikipedia Social network
service, 2007)
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Very important criteria are also other conditions of the program, especially how lead
rejection is defined. When the definitions are vague or it is easy for the merchant to
reject a lead, it is a sign of unreliability. The interviewee does not accept such programes,
because he could easily lose his money.

Pre-selection of the programs is made only by choosing a category of the programs,
based on the knowledge that some financial products generally have high commission
rates and some not. Particularly, in financial sector mortgages and debts are known to
have high commission, whereas credit cards low.

The final selection is made from available programs on favorite affiliate networks. For
each program taken into consideration, he conducts information search, especially by
searching for user experiences on several affiliate forums. This way, he can find out, if
somebody else had a problem with that merchant and why.

The selection process was claimed to be the same if a program was going to be replaced.
The interviewee decides to replace the current affiliate program, when the lead rejection
rate grows higher than 20%. Then, he starts to search if there is a better product, which
would have either higher commission or that would give fewer possibilities to the
merchant to reject the lead. He notes that switching affiliate program at his websites is
easy and he is willing to do that every time, when he is not satisfied with the program
performance.
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4.3 Caseno.3

JAN PETR is a Czech entrepreneur, who owns several successful websites. He started with
a website www.jaknaweb.com as a hobby when he was still a high school student. This
website provided tutorials and discussions about HTML, JavaScript and other web-
building related technologies. This website soon grew very popular and advertisers
started to approach. Today, Jan Petr manages several other websites, some of them with
very different business models. All websites are targeted to the Czech market.

4.3.1 Examples of websites:

Jaknaweb.com (translated “how to make a web”) is an information portal, which allows
visitors to find information about HTML, JavaScript, cascading style sheets and other
website building technologies. Advertising mainly comes from companies sharing the
same target market, such as hosting companies, domain registrars, advertising networks
and statistics providers.

The main source of revenue at this website is direct selling of online advertising, minor
revenue source is affiliate marketing.

e

Figure 15 — Case 3: jaknaweb.com (larger image available in thesis appendix)

Schuti.cz (translated “with appetite”) is a newly developed website, which will contain a
list of all restaurants, bars and pubs in the Czech Republic. The target market for this
website is ordinary people who enjoy eating out and social drinking. Users are able to
find, evaluate and share their favorite restaurants, pubs and bars. Merchants can present
special promotions, news in cuisine, concerts and parties. Affiliate marketing, together
with pay per inclusion model are planned to be the most important revenue sources for
this website.
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Figure 16 — Case 3: schuti.cz (larger image available in thesis appendix)

Vydelek-online.cz (translated “earnings-online”) is a website designed to leverage Google
AdSense affiliate program. Website contains information about Google AdSense, what
information is necessary for application, where to apply, and how the system works. An
identical project promoting Google AdWords is used at a different domain.

Figure 17 — Case 3: vydelek-online.cz (larger image available in thesis appendix)

Nakuptesi.cz (translated “do shopping!”) is an online grocery store start-up. Website
offers virtually all grocery shopping with same day home delivery service. Service is
currently only available in one city with approximately 400 000 inhabitants, launch in
other cities is planned in mid 2008. Interviewee is responsible for online marketing of
this website and actually uses affiliate marketing from both sides. He places paid links
into search engines and is paid by commissions from received orders and at the same
time he is responsible for planning and managing its own affiliate program.
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Figure 18 — Case 3: nakuptesi.cz (larger image available in thesis appendix)

4.3.2 Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

The interviewee claims that affiliate marketing is significantly more complicated to use
than direct advertising or using advertising networks.

In the affiliate marketing, the website owner carries the risk and has to devote his time to
implement the affiliate program well in order to get the best results. When displaying
direct advertising and ads from advertising networks, it is the advertiser, who has to
assess, whether the website’s target market is compatible and the price for the campaign
complies with their requirements. The website owner will get paid, even if the results are
not as good as expected and he only bears opportunity costs.

On the other hand, interviewee adds that he is able to earn significantly more by
employing affiliate marketing than by using advertising networks. Moreover, after
finding the right way how to implement it, affiliate marketing is not very time consuming
for the interviewee and he claims that it is a very convenient way how to make money
with little effort. Therefore, he is willing to employ affiliate marketing at his websites, if
the difference between revenues from affiliate marketing and the advertising networks is
high enough to compensate the risk and devoted time in the beginning.

Possibility of deception was named as another disadvantage of affiliate marketing.
However, interviewee found a way to fight against it. From time to time, he creates a test
order and tracks how the order is being treated by the merchant. He has an agreement
with all merchants allowing him to make such tests. Also, as the competition among
affiliate programs increases, deception was claimed to be lesser problem than it used to
be.
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4.3.3 Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

Banners and text links are employed for displaying the advertising and affiliate
marketing at the content provider’s websites. The interviewee uses following sources of
revenue:

» Direct advertising
= Affiliate marketing
» Advertising networks

Direct advertising is the biggest source of revenue in total, but it is used only at larger
websites with substantial number of visitors. Advertisers usually pay for a certain time
period, which can be as long as one year in advance. Interviewee notes that on well-run
and known websites, advertisers themselves approach him and he does not need to
make any special effort to sell advertising space.

Compensation model pay per time period is valued by the interviewee, because it gives
him financial security - he knows, how much money he will get in the specified period.
Moreover, because he sells most of the advertising for longer time period, the
administrative costs are relatively low and he does not have to search for new
advertisers too often. Interviewee does not sell directly any advertising based on pay per
click models (PPC).

Affiliate marketing is only used on some websites and is highly valued by the
interviewee. Being a well-known publisher, he can take advantage of private agreements
or public programs with special-tailored conditions. Again interviewee is approached by
merchants offering him affiliate programs on one-to-one basis and he only actively
searches for affiliate programs when a new project is planned. Interviewee has tried
affiliate networks but was not satisfied with offered commission rates and program
availability and he has stopped using them.

Apart from one-to-one affiliate programs, the interviewee also participates in several
one-to-many programs. One-to-one programs offer him higher revenue, however, one-
to-many programs are automated and require only small amount of time to administrate.
They are a good option, if the interviewee does not have any other advertisers offering
interesting prices for the ad campaign.

Most of the affiliate programs are based on PPS (pay per sale) compensation model. With
some merchants, the sale is counted by a percentage of a sale value, sometimes the price
is flat. Some merchants also offer PPC (pay per click) in addition to PPS as a special form
of motivation. He values most PPS model with price set as a percentage of sale value,
because it enables him earning the highest revenue.

From the advertising networks, Google AdSense is currently the only one used on
interviewees’ websites. Advertisements are paid per click and he values it for offering
reasonable revenue and not colliding with other revenue sources, such as affiliate
marketing. Interviewee has tried several other advertising networks but he was
disappointed with the output.

Within the Czech market, it is not easy to find good products with well managed affiliate
programs. In such situations, Google AdSense still provides some revenue. According to
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interviewee, it is very useful to check available advertisers on Google AdSense prior to
creating a new project, as it gives an idea how much advertisers need to pay for
advertising and how tense the margins will be.

The interviewee tried to offer e-mail and newsletter advertising to main advertisers but
they did not seem to be too enthusiastic about it and finally they abandoned such form of
advertising. Interviewee was not able to think of any reason for this behavior.

Price for advertising / affiliate commission is dependent on contract duration,
advertising space size and position and on advertised product. He notes that he is able to
charge more from bigger companies than from smaller firms. Price level is set by
comparing pricelists of similar websites.

The interviewee assesses advertising efficiency by the revenue that it brings to him. If
the revenue is lower than income generated by Google AdSense (which the interviewee
considers as a benchmark for all ads), he examines the reasons and replaces it by other
ads. In affiliate marketing, the only measure that is taken into consideration, apart from
generated income, is the conversion rate at the merchants’ side (number of sales divided
by number of visitors coming from the content provider’s website).

Most important traffic sources for interviewees’ websites are:
» Natural search results
» Paid search engine advertising
» Banner advertising
= PRarticles
» Paid links

Interviewee uses both search engine optimization and search engine marketing
techniques to drive traffic to his websites. For some websites, banner campaigns and
paid links on another websites are used. He also writes public relations articles. He
claims that social networking is going to be used on currently developed projects.

4.3.4 Research question 3

How do content providers select affiliate marketing programs they intend to participate in?

The interviewee does not usually have possibility to choose among several affiliate
programs, as there are not so many of them available in the Czech Republic. In most
cases, he does not choose affiliate programs for a website that has already been created,
but he monitors the available affiliate programs constantly and creates a website for
leveraging a particularly interesting program readily available.

When thinking about a new project, the interviewee thoroughly examines the market.
The most important factor is presence of products that match the audience of his
website. For example, people learning to create websites are likely to be interested in
hosting and domain registration.

When a new program is found or offered to the interviewee, he assesses its possibilities
and in some cases, he performs a one month test to see what revenue can be expected. If
the results are not satisfactory, he does not use the program any more in the future.
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He chooses programs according to following criteria:

Merchant reputation

Product reputation

Program tracking and monitoring
Financial criteria

Availability of a market segment or niche

Possibility to create cheap and efficient traffic source for the program

Merchant and product reputation are important for the interviewee, because well-known
merchants and products are more likely to be accepted well by the website visitors.
However, as he does not have bad experience with smaller merchants, he is willing to try
their programs, if they provide interesting conditions. In such case, it is necessary that
the affiliate program has good tracking and monitoring for verifying the reliability of the
merchant.

The financial criteria are the most important when evaluating the efficiency of the
affiliate program. In case a program does not perform well, it is abandoned and if
possible, Google AdSense is used as a substitute. A program is considered poor when
monthly revenue is lower than average earnings from AdSense.
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5 DATA ANALYSIS

In this section, data from all three cases will be analyzed. First, each case is discussed
separately in within-case analysis and subsequently cases are compared in the cross-
case analysis.

5.1 Caseno.l1

5.1.1 Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

In the following table, advantages and issues connected with affiliate marketing
described in the literature overview are compared with content provider’s perception of
them.

Table 2 — Case 1: Advantages and issues with affiliate marketing

Advantages of affiliate marketing Perceived as

Targetability Both advantage and disadvantage

Tracking Minor advantage

Deliverability Not different from other forms of online
advertising

Interactivity Disadvantage

New revenue opportunities Very important advantage

Access to new merchants Advantage

Added value to the website Neither advantage nor disadvantage

Banner blindness Disadvantage, but the same as for other
forms of web advertising

Problems with conversion rate Very important disadvantage

Higher income than in some other forms Very important advantage

of online advertising

Little overhead costs Very important advantage
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In accordance with the theory, content provider values affiliate marketing, because it
brings him an opportunity how to earn additional income from his websites and easy
access to new merchants. However, he considers targetability, which is described in the
literature as one of the main advantages of online advertising, questionable. He notes
that affiliate marketing can be beneficial, but it is necessary to target it very precisely.
Therefore, it is necessary to devote large amount of time to find out the most efficient
way of employing affiliate program at a particular website.

Possibilities of extended tracking offered by affiliate marketing are perceived as
advantageous, however the content provider sees them only as a minor benefit.
Deliverability is not considered as more advantageous than other types of online
advertising. However, interactivity is perceived as less beneficial compared to other
types of online advertising. As content provider is only paid when a merchant actually
succeed to convert a visitor into a customer, he loses control over his visitors’ actions
after leaving the website and have to rely on merchants' abilities. Therefore, if the
merchant’s performance is not sufficient, content provider has only very limited options,
how to improve it.

Added value, which can affiliate marketing bring to websites, is not perceived as an
advantage by the content provider. He considers it as an important factor for selecting
the affiliate program, he is going to participate in, but not as a benefit, that would
persuade him to prefer affiliate marketing to other forms of online advertising.

Two more advantages, that have not been described in the literature so far, are perceived
as very important by the content provider. First, it is the opportunity to make higher
revenue than when employing other forms of online advertising. Second, only little
overhead costs are connected with administrating affiliate marketing campaigns, which
makes its usage even more beneficial.

When the issues connected with affiliate marketing are concerned, the content provider
does not think that banner blindness is more challenging in connection with affiliate
marketing than in other forms of online advertising.

However, he perceives conversion rate issues as a possible problem that can discourage
him from using affiliate marketing at some websites. As was already mentioned above,
content provider has only a little control over visitors’ actions after leaving his websites
and he has limited (or none) possibilities how to influence the merchants’ performance.
Therefore, he has to assess the conversion rate carefully in order to keep his income and
not being harmed by problems at the merchants’ side.

5.1.2 Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

Except of one, all interviewee’s websites can best be described as metamediaries or
selling agents. The only exception is the website i-noviny.cz, which does not comply with
definition of a cybermediary and cannot therefore be categorized using the model
developed by Strauss et al.

Although affiliate marketing is used on all websites, only in some cases it is an important
source of revenue. Moreover, categorization based on business models developed by
Strauss et al. does not seem to have strong correlation with revenue sources.
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Table 3 — Case 1: Business model compared to affiliate marketing revenue share

Website Business model  Affiliate marketing Notes
revenue share
Letenkar.cz metamediary Minor Ad networks are
major source
Eurovikendy.cz metamediary Major
[-noviny.cz Online Marginal Direct selling is
newspaper major source
(not categorized
by Strauss et al.)
Birmingham.pl metamediary / Exclusive One-to-one program
selling agent
Manchester.cz metamediary / Exclusive One-to-one program
selling agent

Affiliate marketing revenue share in table 3 was assessed by the interviewee and by
observation to which extent affiliate marketing is used on respective websites.

With a closer look at the websites, we can however observe that affiliate marketing is the
main source of revenue on websites designed for well defined and rather small market
segments (niches):

Table 4 — Case 1: Business model compared to target market size

Website Market segment / niche Affiliate marketing revenue share
Letenkar.cz broad (travel market / air travel) | Minor
Eurovikendy.cz | narrow (leisure travel market / | Major
weekend getaways)
[-noviny.cz narrow (defined by region) Marginal
Birmingham.pl | niche Exclusive
Manchester.cz | niche Exclusive

The only exception in this table is the example of a regional newspaper i-noviny.cz. On
the other hand, major revenue source on this website is direct advertising from regional
companies. The target segment is here defined by rather a small region in the Czech
Republic and, as it was additionally confirmed by the interviewee, there are no local
companies with affiliate programs.

Content provider uses search engine optimization techniques to drive traffic to his
websites, thus the main source are natural search results on major search engines.
Search engine marketing usage depends on its costs and is used only at those websites
where affiliate marketing is employed. In some markets, the costs are too high and
acquiring visitors by SEM does not pay off.

According to the data collected, financial gains seem to be the most decisive factor

whether to employ affiliate marketing or another source of revenue on a website. In the
case of advertising networks, the income depends mainly on click through rate, in case of
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affiliate marketing, there is also second ratio, which is the conversion rate measured by
the merchant.

In both cases, content provider actively searches for new ways how to improve these
ratios. It can therefore be assumed that affiliate marketing is only more beneficial if the
content provider is able to drive to the merchants the type of visitors that actually
convert into customers in high ratios. In order to achieve high conversion rates, the
affiliate program must precisely meet the needs of the visitors.

In situations, where the needs are not met precisely, or there simply is not any suitable
affiliate program available, other forms of online advertising seem to bring higher
revenues. This is the case of weblog letenkar.cz, where visitors are not actively searching
for air tickets but rather come regularly to stay informed about news in the industry.
Although visitors still have the opportunity to buy air tickets there from affiliated
merchants, the main and preferred source of revenue is an advertising network.

Content provider uses three commission models at his websites - pay per click, pay per
sale and pay per time period. Some of the programs, he uses, combine pay per sale (PPS)
model with pay per click (PPC). The main decisive criterion in selecting the model is the
financial benefits in the long run. According to the content provider, each of the
commission models has its advantages and disadvantages that are summarized in the
following table.

Table 5 — Case 1: Advantages and disadvantages of respective commission models

Commission model Advantages Disadvantages
Pay per click Revenue is determined Lower revenue
only by content provider’s
performance

Easy to control

Pay per sale Higher revenue Dependent also on
merchants’ performance

Possibility of deception
Difficult to control
More difficult to administer

Pay per time period High revenue Difficult to administer
Revenue is dependent on Difficult to sell advertising
content provider’s space
performance

Secure revenue for a
specified time period

The table suggests that pay per sale compensation model used in affiliate marketing
offers higher revenue, but on the other hand brings lot of disadvantages too. Content
provider rather prefers to be paid per time period, which is less risky and the revenue is
even higher.

Setting up affiliate marketing efficiently requires great amount of time, thus content
provider has to compare expected outcome to expected costs. Although the performance
of affiliate programs can be significantly better than ads provided by advertising
networks, content provider needs time to find out, how to set up the website to leverage
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it. This overhead is lower with advertising networks, which decide on media
performance themselves.

According to the interviewee, both one-to-one and one-to-many programs have
advantages and disadvantages. He claims that one-to-one programs bring higher
commission, whereas one-to-many take advantage of advanced automation. Instead of
one-to-many programs, he values affiliate networks more, because they use better
technologies to manage the programs and reduce the risk of deception. Risk of deception
can be considered an important issue in affiliate marketing.

5.1.3 Research question 3

How do content providers select affiliate marketing programs they intend to participate in?

Affiliate marketing programs are selected by the content provider in two different ways.
He either already has a website, where he uses affiliate marketing, or he creates a
website to leverage a specific affiliate program. In both cases he goes through a process
that is applicable to models that De Boer et al. (2001) and Lee (2001) proposed (models
were already discussed in the literature overview).

Table 6 — Case 1: Selection process of an affiliate program

De Boer’s model

Problem definition Replacing current affiliate program:
Unsatisfactory results

Better offer

Costs connected to change of provider

Selecting new program for new website:
Exploit new business opportunities
Diversify risk

Criteria definition Connected to the chosen topics
Adds value to websites
Commission rate

Expected conversion rate
Time length of tracking

Pre-qualification of suppliers | None

Choice of the supplier Linear weighting methods

The problem definition phase is different, if the content provider already has a website
or if he decide to create one in order to exploit benefits of an interesting affiliate
program. In the second case, the content provider identifies during the problem
definition phase his need to exploit new business opportunities in order to diversify a
risk of unsatisfactory results of one website.

In the first situation, the problem definition phase comprises dissatisfaction with the
current merchant. It can be caused either by bad performance at the merchant’s side or
by better offer from a different affiliate program provider. Potential costs connected with

_58_



DATA ANALYSIS

the change (such as opportunity cost, time devoted to the change) are also taken into
account. If the expected future benefits do not exceed expected costs, the process is
finished and content provider will continue using the current affiliate program.

When future benefits are higher than the costs, content provider defines criteria that are
important for choosing the affiliate program. In this case, criteria are divided into two
groups. First group involves more general criteria - connection to the website topic and
ability to bring additional value to the website. Selection criterion determining the
necessity of close connection of the program with the topic of the website complies with
Papatla and Bhatnagar’s theory, that affiliate program is most beneficial, if there is such a
connection. Moreover, the other criterion- added value - corresponds with the reasons,
why content providers can participate in affiliate marketing enumerated by Duffy
(2004).

Second group of criteria deals with the actual income that the program can generate. It
includes commission rate, expected conversion rate and length of time, when the
customer is tracked after clicking at a banner or a text link.

No pre-qualification of affiliate program providers is done by the content provider,
because he does not consider it necessary.

In the final phase, the provider is chosen by linear weighting methods, where the first
group of criteria is non-compensatory - there is a minimum level, that has to be achieved
and that cannot be offset by anything else.

Criteria from the second group are assigned different weights, which play crucial role in
the final decision-making process. The highest weight is assigned to the commission rate
and expected conversion rate (which is also connected with possibility to customize
freely the ads in the program). Minor weights are assigned to length of time, at which the
visitor’s activity is tracked after clicking at the banner or link.

The affiliate program with the best results will be selected by the content provider.
Linear weighting methods are used because of their simplicity and applicability to
various types of situations.

As the content provider continuously searches for new affiliate programs and evaluates
them using the above described criteria, Lee’s model can be employed as indicated at the
figure below. The process of selecting a new affiliate program continues, until a program
with significantly better conditions is found.

Criteria for
choosing the
Available program
affiliate
programs

Ranking system
for assessing the
affiliate programs

Figure 19 — Case 1: Criteria for selecting affiliate marketing provider in Lee’s model
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5.2 Caseno.?2

5.2.1 Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

As in the first case, the following table summarizes the advantages and issues of affiliate
marketing that are described in the theory and confront them with content provider’s
perception.

Table 7 — Case 2: Advantages and disadvantages of affiliate marketing

Advantages of affiliate marketing Perceived as

Targetability Advantage

Tracking Advantage

Deliverability Advantage

Interactivity Advantage

New revenue opportunities Very important advantage

Access to new merchants Advantage

Added value to the website Neither advantage nor disadvantage

Issues with affiliate marketing

Banner blindness Not considered

Problems with conversion rate Very important disadvantage

Other advantages not described in the literature

Higher income than in some other forms Very important advantage
of online advertising

Easiness of use Very important advantage

Content provider perceives targetability, tracking, deliverability and interactivity as
advantages of affiliate marketing, which complies with the theoretical background
described in the literature overview. When targetability is concerned, he values the
possibility to change the merchants or ads very easily and fast, if he thinks, it would suit
better his target audience. Because he attracts the audience using search engine
marketing, he can also influence what group of visitors will come to his website
according to merchants’ needs.

Tracking is perceived as beneficial, because he can assess visitors’ behavior at the
website and after leaving the website and adjust the website according to it. For the same
reasons, deliverability is considered as an advantage, because if he finds out, the
conversion rate is not sufficient at the merchant’s side, he can make necessary changes.
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Interactivity is advantageous for the content provider, because visitors, that come to his
website, can only fill in a form and they will be subsequently contacted by a company
offering them products suitable for their needs and requirements.

In accordance with theory, also new revenue opportunities and access to new merchants
are perceived as affiliate marketing advantages. These advantages are connected with
two other benefits, which have not yet been described in theory - higher income from
affiliate marketing when compared to other forms of online advertising and easiness of
use.

The content provider sees affiliate marketing as a very convenient and simple way how
to start business on the internet. The necessary starting capital is low and everything is
automated, so it does not require devoting too much time to administrating the ads.
Moreover, affiliate marketing offers earning higher revenue than when employing other
forms of online advertising such as ads from advertising networks.

Added value that would affiliate marketing bring to the websites, is not considered as an
advantage to the contrary to theoretical background.

When the issues connected with affiliate marketing are concerned, the content provider
does not consider banner blindness as a disadvantage, because he uses banners only to a
very limited extent. However, he perceives problems with conversion rate as the main
issue. Because he has no control over the visitors’ actions after leaving his websites,
merchants can deceive him and do not grant him commissions. This issue can be reduced
by using reputable affiliate networks and participate only in programs, that have strict
conditions about assigning commission, but it cannot be eliminated totally.

5.2.2 Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

All websites presented by the interviewee use business model of selling agent. In case of
shoppingday.co.uk, the business model is catalog aggregator, a subtype of selling agent.
Affiliate marketing is the main source of revenue on all websites:

Table 8 — Case 2: Business model compared to affiliate marketing revenue share

Website Business model Affiliate marketing Notes
revenue share
Loanexplorer.co.uk selling agent Exclusive
Remortgageexplorer.co.uk | selling agent Exclusive
Debtexplorer.co.uk selling agent Exclusive
Shoppingday.co.uk selling agent Major AdSense is a
supplementary
income source

Similar to case 1, affiliate marketing is exclusive revenue source on websites that are
targeted to a very narrow and well defined group of customers - market niches.
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Table 9 — Case 2: Business model compared to target market size

Loanexplorer.co.uk Niche Exclusive
Remortgageexplorer.co.uk | Niche Exclusive
Debtexplorer.co.uk Niche Exclusive
Shoppingday.co.uk Broad Major

Search engine marketing is used to generate traffic to the websites and the website
owner is actively trying to reduce the dependency on search engines by learning other
techniques to direct people to his websites. One such way is optimizing the website for
search engines, which has been described in the literature (Strauss et al., 2006:328-330;
Duffy, 2005). Another way how to attract more visitors is to leverage the power of social
network websites - a newly emerged category of websites.

Interviewee distinguishes conversion rates on his website (number of leads divided by
number of website visitors) and on merchant’s website (number of sales divided by
number of leads). He avoids the problem of not being able to influence merchant’s
conversion rate by preferring programs paid by a lead instead of sale. This way,
merchant is strongly motivated to continuously improve his conversion rate. Return on
investment is directly linked to the conversion rate according to the interviewee and all
other common parameters were rated as not important.

Content provider assessed two commission models that he uses or used at his websites -
pay per sale and pay per lead. Following advantages and disadvantages have been found:

Table 10 — Case 2: Advantages and disadvantages of respective commission models

Commission model

Advantages

Disadvantages

Pay per lead Merchant’s conversion rate | Uncertainty - declined
is not a problem leads
Pay per sale Higher commission Low conversion rate on

merchant’s website lowers
the income, no control over
it.

Moreover, content provider prefers flat commission rather than commission based on
sale volume. This makes calculations easier and more reliable and revenue predictable.

Advantages and disadvantages mentioned by the interviewee have not been found in the
literature. A logical reason for use of pay per lead (PPL) compensation model could be
the easiness of administration and control. Long process takes place before an
application to a financial product is approved and volume of sale is not clear. PPL seems
to be more secure for content providers in this case.

Even though the content provider uses only one-to-many affiliate programs offered by
affiliate networks, he considers one-to-one program more beneficial because merchants
do not have to pay part of the commission to the network. As a disadvantage of one-to-
one program, he sees the possibility of deception on the merchant’s side, which can be
normally decreased by using programs offered by reputable affiliate networks.
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5.2.3 Research question 3
How do content providers select affiliate marketing programs they intend to participate in?

Selection process of affiliate marketing programs differs, when content provider wants
to replace the existent programs or when he considers creating a new website. In case
the content provider already has a website and he is not satisfied with the results of
current affiliate programs, he chooses new programs according to selecting process
proposed by De Boer et al. (2001) and Lee (2001).

When the content provider wants to participate in new affiliate programs and creates
website for it, he goes through four stages described in De Boer’s model as well, the first
phase is, however, different from the first situation.

Table 11 — Case 2: Selection process of an affiliate program

De Boer’s model

Problem definition Replacing current affiliate program:
Lead rejection rate is higher than 20%
Selecting new dffiliate program:

New business opportunity

Extending website portfolio

Criteria definition Commission rate

Pay per lead compensation model is
preferred

Other conditions of program - possibility
to reject lead

Reliability of merchant
Reliability of affiliate network

Pre-qualification of suppliers Selecting from program categories that
can generate high commission

Choice of the supplier Linear weighting methods

In the first phase, the content provider assesses the performance of current affiliate
programs. If he finds out, that the rate of rejected leads by a merchant is higher than
20%, he decides to replace the program by another one, which would either offer higher
commission, or would give fewer possibilities to reject a lead. In case, the revenue is
satisfactory and the number of rejected leads is low, the selecting process does not
continue and the existing program is used.

If he considers using new affiliate programs, the problem definition phase comprises the
need to exploit new business opportunity and expanding the portfolio of websites, the
content provider owns.

When the content provider decides to select a new affiliate program, he takes into
consideration several criteria. First, he puts emphasis the on commission rate, which is
the most important criterion. He prefers pay per lead compensation model, but he
considers also other compensation models, if they are suitable for the websites he owns.
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When the pay per lead model is applied, selection criteria involve also the possibility to
reject a lead by merchants. If the program conditions enable rejecting lead easily, content
provider does not participate in the program, because he could easily lose his
commissions.

Furthermore, reliability of merchants and affiliate network is assessed by the content
provider. When he does not consider affiliate network, which offers a program, reliable
or he has negative experience with it, he will not apply for the program. He prefers co-
operating with merchants and affiliate networks, which are well-known and reputable.

The content provider selects the affiliate programs from categories of program that
enable generating high commissions such as programs offering mortgages or loans.

Finally, the provider of an affiliate program is chosen using linear weighting methods.
The highest weights are assigned to the commission rate (in connection with offered
compensation model) and little possibility to reject leads. Lower weights apply to
reliability of merchant and affiliate network. Merchant offering the best conditions will
be selected. The content provider uses linear weighting methods, because he thinks they
are easy to use and can cover all important criteria.

Because the content provider constantly assesses the performance of the affiliate
programs that he uses, Lee’s model can be applied in the same way as was indicated in
the analysis of case 1.

_64-



DATA ANALYSIS

5.3 Caseno.3

5.3.1 Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

The following table summarizes advantages and disadvantages of affiliate marketing
described in the literature and content provider’s perception of them.

Table 12 — Case 3: Advantages and disadvantages of affiliate marketing

Advantages of affiliate marketing Perceived as

Targetability Both advantage and disadvantage

Tracking Neither advantage nor disadvantage

Deliverability Not different from other forms of online
advertising

Interactivity Minor disadvantage

New revenue opportunities Very important advantage

Access to new merchants Advantage

Added value to the website Not considered

Issues with affiliate marketing

Banner blindness Disadvantage, but the same as for other
forms of web advertising

Problems with conversion rate Important disadvantage

Other advantages not described in the literature

Higher income than in some other forms Important advantage
of online advertising

Little overhead costs Advantage

From the advantages described in the literature, the content provider considers as an
evident advantage only new possibilities of revenue and access to new merchants.
Because he offers both direct advertising and affiliate marketing at his websites, the
merchants have more options to choose from and can easily find the solution that suits
their needs.

Targetability is perceived as both advantage and disadvantage, because thanks to it,
affiliate marketing can generate higher income than other forms of online advertising,
however, it requires devoting time to find out the best way how to present the programs
to the right audience.
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Tracking is not viewed as advantage or disadvantage, the content provider only sees it as
a tool to decrease the risk of deception from the merchant’s side. Deliverability is not
considered as different for affiliate marketing and other forms of online advertising.

Interactivity is seen as a minor disadvantage, because the content provider does not have
control over the visitors’ action after leaving his websites. Therefore, his income is
affected by the merchants’ performance. If the merchant cannot utilize the interactivity,
the content provider will lose his money as well.

Added value to the website is not taken into consideration, when assessing the benefits
of affiliate marketing and it is not perceived as advantage or disadvantage.

The interviewee mentioned two advantages of affiliate marketing that have not been
described in the literature - possibility to earn higher income through affiliate marketing
than through other forms of online advertising and little overhead costs.

Problems with conversion rate are perceived as the most important disadvantage of
affiliate marketing. As mentioned above, the content provider cannot influence visitors’
behavior during the whole process and his revenues can decrease because of mistakes on
the merchants’ side. Therefore, affiliate marketing can be seen as more risky than other
forms of online advertising.

5.3.2 Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

Interviewee presented three very different websites, targeted to different market
segments. In case of the fourth website - nakuptesi.cz, the interviewee supplies search
engine marketing management and is paid on pay per sale basis. He does not use any
intermediate page but rather places the ads on search engines to link directly to the
merchant. This way, the content provider actually does not need any content to use an
affiliate program and acts purely as a form of online promotion outsourcing. This form of
affiliate marketing has not been addressed in literature yet.
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Table 13 — Case 3: Business model compared to affiliate marketing revenue share

Website Business model Affiliate

marketing

revenue share
Jaknaweb.com Metamediary Partial One-to-one programs
Schuti.cz Metamediary Partial The website is still under

construction, affiliate
marketing is going to be
one of two sources of

income.
Vydelek-online.cz Metamediary / Exclusive
Selling agent
Nakuptesi.cz Interviewee: Not applicable

selling agent”
Website: Online
retailing

Again, there is no dependence of affiliate marketing usage on business model. Instead, as
in previous cases, we can see that affiliate marketing is more used on websites targeted
to niches:

Table 14 — Case 3: Business model compared to target market size

Website Market segment / niche Affiliate marketing revenue
share

Jaknaweb.com Medium sized Partial

Schuti.cz Broad Partial

Vydelek-online.cz | Small Exclusive

Nakuptesi.cz Broad Not applicable

Target market for websites jaknaweb.com and vydelek-online.cz is very similar, the
website jaknaweb.com is aimed at webmasters and website designers, vydelek-online.cz
is targeted to website owners and blog owners. Jaknaweb.com however was not
designed to take advantage of affiliate marketing and interviewee is able to sell direct
advertising on this website, which is more beneficial for him.

Both search engine optimization and search engine marketing are used to acquire traffic
for the website. Added to that, interviewee also uses online advertising by placing
banners or text links on other websites. Occasionally, he also uses public relations by
supplying articles to online magazines. Again, social networking as a non-researched
form of traffic acquisition is planned to be used in the future.

The main criterion for assessing effectiveness is the financial income. Google AdSense is
used as a measure of minimum income from an advertising space and other advertising

7 Selling agent is probably the most appropriate model based on the classification by Strauss et al., 2006. It
is however questionable, if such activity can be classified as a provision of content.
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must be able to produce higher revenue. Similar to other two cases, conversion rate is
the only measured non-financial criteria.

Interviewee uses several compensation models on his websites, for which advantages
and disadvantages have been studied:

Table 15 — Case 3: Advantages and disadvantages of respective commission models

Commission model = Advantages Disadvantages

Pay per time period | Certainty of income, high price, low | Difficult to obtain on
administrative overhead smaller projects

Pay per sale (flat) Lower revenue than PPS

(percentage)

Pay per sale Higher revenue than PPS (flat)

(percentage)

Pay per click Reasonable revenue, can be used in

(AdSense) addition to other revenue sources.

Except direct advertising, neither of the above mentioned advantages and disadvantages
was described as connected to a respective compensation model in the literature.

Interviewee uses both one-to-one and one-to-many affiliate programs. Following
advantages and disadvantages of both categories have been found:

Table 16 — Case 3: One-to-one and one-to-many affiliate programs

Program type Advantages Disadvantages
One-to-one Higher revenue Difficult to obtain on

smaller projects,
administration overhead

One-to-many Easy to apply to, easy to administer | Lower revenue

Based on the findings, it does not seem to be important whether a program is one-to-one
or one-to-many, but one-to-one programs offer better conditions than one-to-many
programs. Overhead costs emerge in one-to-one programs due to lack of complex
information system for managing the affiliate program.

5.3.3 Research Question 3

How do content providers select affiliate marketing programs they intend to participate in?

The content provider usually selects affiliate programs before creating a website, where
he implements the program. De Boer’s (2001) model of supplier selection can be applied
to the process as illustrated below:
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Table 17 — Case 3: Selection process of an affiliate program

De Boer’s model

Problem definition New business opportunity
Leveraging an interesting program

Criteria definition Financial conditions

Merchant reputation

Product reputation

Program tracking and monitoring
Possibility to access market segment
Possibility to create traffic

Pre-qualification of suppliers None

Choice of the supplier Linear weighting methods

During the problem definition phase, the content provider assesses the available
programs, tries to spot new business opportunities and exploit them. When selecting
affiliate programs for his websites, he takes into consideration several criteria. The most
important criterion is the commission rate and model. If they are acceptable, he
evaluates reputation of the advertised product and of the merchant offering the program.

Afterwards, program tracking and monitoring systems are assessed in order to minimize
the possibility of deception from the merchants’ side. Finally, if all the above described
criteria seem beneficial, the content provider tries to find out, what market segment can
respond in the best way to the program and how costly it would be to attract visitors
from such segment.

As there is only a limited amount of affiliate programs at the Czech market, the content
provider does not pre-select them in any way, because the small number enables him to
consider all of them. For this process, Lee’s (2001) model is applicable in the same way,
as was already described in the analysis of Case 1.

The affiliate program supplier is chosen using linear weighting methods. The highest
weights are assigned to the financial conditions, other criteria can be compensated
among each other.

The content provider decides to stop using the program, when the income generated by
the program is lower than the income from Google AdSense. In such a case, the program
is first replaced by Google AdSense and the content provider searches for new affiliate
programs going through the process described above.
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5.4 Cross-case Analysis

In the cross-case analysis, all three cases are compared in order to show similarities and
differences between them and find common patterns that will enable answering the

research questions.

5.4.1 Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

The advantages and disadvantages of affiliate marketing perceived by the interviewed
content providers are compared in the following table.

Table 18 — Cross-case analysis: Advantages of affiliate marketing

Advantages of affiliate marketing Case 1 Case 2 Case 3
Targetability +, - + + -
Tracking + + neither adv.
nor disadv.

Deliverability = + =
Interactivity - + -
New revenue opportunities ++ ++ ++
Access to new merchants + + +
Added value to the website neither adv. | neither adv. not

nor disadv. | nor disadv. considered

I[ssues with affiliate marketing

Banner blindness

not
considered

Problems with conversion rate

Higher income than in some other forms of ++ ++ ++
online advertising

Little overhead costs ++ +
Easiness of use ++

Table legend:
+, -
+ advantage

- disadvantage

both advantage and disadvantage

very important advantage

- very important disadvantage
= it is not different from other forms of online advertising
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All three content providers consider new revenue opportunities and access to new
merchants as advantages of affiliate marketing. Moreover, they all added, that affiliate
marketing not only offers them new revenue opportunities, but that the income
generated by affiliate marketing can be significantly higher than when using other forms
of online advertising.

This can be explained by the risk content providers have to bear, when employing
affiliate programs. As they are paid only for a specified actions, their income is never
secure and therefore, the programs have to offer content providers sufficient incentives
to take this risk.

On the other hand, affiliate marketing decreases the risk for merchants, because they will
not waste their money on advertising that is not efficient. Thus, they are willing to
advertise even at websites that would not be taken in consideration otherwise. Thanks to
this effect, content providers’ access to merchants is wider.

Little overhead costs were also considered as an advantage of affiliate marketing by two
content providers, whilst the third one emphasized the easiness of use connected with
affiliate marketing. As affiliate programs are mostly automated, content providers do not
have to devote their time to administrate them. Moreover, affiliate programs are often
operated on one-to-many basis and therefore, companies try to make the system as easy
as possible to attract great amount of content providers and minimize the time they
would need to spend on answering their questions and administrating the program.

Other advantages described in the literature were not perceived as benefits
unanimously. Targetability was perceived as beneficial, however content providers were
also aware of the issues connected with it. They noted that affiliate program, when
targeted well, can increase their income, but precise targeting requires devoting time to
it and the results are not secure.

Tracking was considered as a minor advantage or neither advantage nor disadvantage.
This can be explained by the fact, that even though tracking offers content providers
good information about their visitors’ actions and behavior, it does not affect their
income directly. Nevertheless, content providers note that good tracking can minimize
the possibility of deception and give them higher security.

Deliverability was not considered as an important benefit of affiliate marketing, mostly
because content providers did not see any difference between affiliate marketing and
other forms of online advertising in this aspect.

Neither of content providers thought that affiliate marketing would add their websites
any new value. Affiliate marketing was seen as a form of online advertising, which can be
usually replaced by another form. Content providers do not derive value from a specific
affiliate program, because it would make their websites dependent on the program and it
would be very difficult to replace it, when its results are not satisfactory.

Interactivity, even though it is described as advantage of affiliate marketing in the
literature, was perceived as beneficial only by one content provider, who was paid per
lead (he could affect number of leads to a full extent). The other two content providers
saw interactivity more as and disadvantage and connected it with issues with conversion
rate. They stated that interactivity is problematic, because they lose control over their
visitors’ activity after leaving the website and therefore cannot impact the actions of
visitors that would lead to assigning the commission to their account.
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Because conversion rate is to a great extent influenced by merchants’ ability to persuade
visitors to buy a product and exploit the interactivity, content providers see it as a threat.
Moreover, as the content providers have only limited possibilities how to control
merchants, they can also lose some of their commissions because of a mistake or
deception.

In all three cases, problems with deception have been thoroughly discussed and
possibility of deception seems to be one of the most important issues in affiliate
marketing. Content providers do not actually have any proof of being deceived unless
they try it themselves with test orders. Submitting test orders is however not always
possible without actually paying for a product or service or without prior consent from
the merchant. Merchants that want to avoid being accused from deception should
implement systems to allow content providers to have real time information about leads
and sales and have strictly defined rules stating under which conditions only a lead or a
sale can be refused.

Finally, banner blindness was perceived as a minor issue, however content providers
considered it as basically the same for all forms of online advertising, because they all
use the same means to attract visitors.

5.4.2 Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

Most of the websites presented in the three cases used business models of a selling agent
or a metamediary. Affiliate marketing was used across the websites with no relevance to
a particular business model. We have however found a pattern that binds share of
affiliate marketing revenue share to the size of the target market for a particular website.
The table bellow summarizes this observation from all three cases:

Table 19 - Cross-case analysis: Target Market related to affiliate marketing revenue share

Target market / Casel
Affiliate marketing

revenue share

Broad Minor (1) Major (1) Partial (1)

Medium Partial (1)

Narrow Major (1) Exclusive (1)
Marginal (1)

Niche Exclusive (2) Exclusive (3)

In all three cases, the narrower the target segment was, the higher was the share of
affiliate marketing. The number of websites included in the segment for each case is
shown in parenthesis. Exceptions from the pattern are described with individual cases.

All three content providers used advertising networks, particularly Google AdSense.
Income from Google AdSense is perceived as a measure of a minimum income from a
website. Affiliate marketing was used only when the earnings generated from affiliated
ads were better.
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Traffic acquisition summarized

All three interviewees rely on both forms of search marketing - search engine
optimization and search engine marketing, but also try to use other sources for traffic to
their websites. In all three cases, search engine marketing, i.e. advertising in search
engines, is used mainly for websites that use affiliate marketing and that are targeted to a
market niche. A likely reason for this is that content providers are able to track down
relevant ads on search engines based on affiliate marketing outcomes and the
mathematics for the balance between traffic acquisition costs and affiliate marketing
revenue is straightforward.

All content providers are trying to leverage search engine optimization in order to better
promote their websites in natural search results. The main advantage is that after one-
time investments to optimize their websites and promote them, the number of visitors
coming from natural search results (i.e. for free) should significantly increase. This
behavior was already described by Duffy (2005).

Other forms of traffic acquisition varied in cases. Whereas in case II and III, social
networking was used or planned to be used, direct banner advertising and public
relations were also used in case II1.

Efficiency measurement

All three content providers consider as main criterion whether to employ affiliate
marketing financial indicators. As the main performance indicator, all three content
providers named conversion rate. None of them considered any other performance
indicator important for affiliate marketing, except the ration of declined leads in case I,
which however is not an indicator discussed in the literature overview. Conversion rate
as the main indicator confirmed the theory mentioned by Duffy (2005).

Compensation models

In the three cases, content providers generally shared the same attitudes towards
different compensation models:
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Table 20 - Cross-case analysis: Compensation models

Commission model = Advantages Disadvantages

Pay per time period | Certainty of income, high price, low | Difficult to obtain on
administrative overhead smaller projects

Pay per lead Dependent solely on content Uncertainty, lead rejection
provider’s performance Possibility of deception
Commissions lower than in PPS

Pay per sale (flat) High revenue Dependent on merchant’s

performance

Difficult to control
Possibility of deception
Lower revenue than PPS

(percentage)
Pay per sale Higher revenue than PPS (flat) Dependent on merchant’s
(percentage) performance

Difficult to control
Possibility of deception

Pay per click Dependent solely on content Low revenue compared to
provider’s performance others

Can be used in addition to other
revenue sources.

Easy to control

Most valued model is advertising paid directly by merchant and compensated on a time
period basis. According to content providers, this form of advertising brings the highest
revenue and income is secure. On the other hand, it is hard to find such advertisers and
they are only willing to cooperate with big websites.

Affiliate marketing brings highest revenue after direct advertising, but only if it is used
right. Although it is easy to find advertisers, it is not easy to set up the website to achieve
satisfactory conversion rates. Website must be very well targeted and promoted
products and services must be attractive for majority of website visitors. Within
available compensation models in affiliate marketing, content providers do not seem to
have strong preference on a particular compensation model.

The findings correspond with the literature focusing on commission models only in some
aspects. In accordance with Zeff (1999), it was found out, that result-based models (PPC
and PPS) offer better opportunities for selling advertising space. However, the lack of
control over advertising media and advertised product was only an issue in PPS model],
not in all result-based models as Zeff (1999) claimed. This discrepancy can be explained
by development of new advertising networks providing contextual advertising
corresponding with the website topic that enables increasing content providers’ control.

Furthermore, compensation model pay per lead solves the issue of merchant’s
conversion rate, but on the hand, commissions are believed to be lower and the fact that
some percentage of the leads is rejected may be unsatisfying for content providers.
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Literature does not describe any other advantages and disadvantages connected with
specific commission models such as possible revenue, that can be generated though each
of them, or possibility of deception by merchants. Moreover, it was found out, that
preference of a specified commission model can be influenced by the difficulties with its
administration.

Advertising networks (which offer PPC compensation) are used in cases where direct
advertising or affiliate marketing could not be used. It is considered a secure but rather
little possible source of revenue for all websites. Moreover, ads from advertising
networks are very easy to set up and do not incur any costs related to further
management.

These findings correspond with the theory proposed by Chaffey (2003:344) that affiliate
marketing is beneficial especially to smaller websites, which are unable to sell
advertising directly.

Affiliate marketing program types

Content providers share similar point of view on one-to-one and one-to-many affiliate
programs and on affiliate networks. Their perceptions are summarized in the following
table:

Table 21 - Cross-case analysis: Advantages and disadvantages of respective affiliate marketing program types

Case Il Case III

Affiliate marketing  Casel

type / case

One-to-one Higher commission | Higher commission | Better conditions

Low automation Risk of deception Low automation

One-to-many Lower commission

Advanced
automation

Affiliate networks High level of Low commission Low commission
automation Lower risk of

Lower risk of

deception

deception

Content providers value one-to-one programs, because these are able to bring highest
revenues. They are nevertheless harder to control and administer and also only available
to bigger websites. On the other end, affiliate networks provide necessary infrastructure
and easy management, but also take part of the earnings so that commission from such
programs is lower. These findings correspond with the theory (Oberndorf, 1999),
although in case of the interviewees, the main motivation to prefer one-to-one programs
was price.
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5.4.3 Research Question 3

How do content providers select affiliate marketing programs they intend to participate in?

In all three cases content providers were usually searching for new affiliate programs to
use at already existing websites, when they were not satisfied with performance of the
used programs or when they believed they were cheated by the merchants.

Otherwise, they were constantly monitoring offer of affiliate programs and if they
encounter interesting affiliate program, they decided to create a new website for it. The
process of monitoring the market can be depicted using Lee’s (2001) model.

Criteria for
choosing the
Available program
affiliate
programs

Ranking system
for assessing the
affiliate programs

Figure 20 — Cross-case analysis: Monitoring the market - Lee's model

De Boer’s (2001) model is applicable for both above described situations, however the
first phase of the process differs. If the content provider wants to replace an existing
program, the problem definition involves dissatisfaction with current affiliate program
provider or getting a better offer from another provider.

When content providers searched for affiliate programs for their new websites, they
defined the problem as the need to find new business opportunities, expand their
portfolio of websites in order to decrease dependence on one source of income and
chance to leverage interesting affiliate program.

Criteria, the content providers considered as the most important for selecting an affiliate
program, were different for every content provider. Nevertheless, all of them placed
emphasis on financial conditions and other factors connected to them (such as
conversion rate). Then, merchants’ reputation and minimizing potential deception were
also taken in consideration, as well as tracking and monitoring systems and connection
to the website topic.

None of the content providers did any pre-qualification of the merchants. For the final
choice they all use linear weighting methods because of their simplicity and possibility to
decide fast. The content providers did not consider using any other selection methods,
because they believed linear methods give them sufficient means to decide well.
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The highest weights were assigned to the financial conditions. Usually some criteria were
not compensatory (such as connection to the website topic), some could be
counterbalanced with better performance in other fields.
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6 CONCLUSIONS

6.1.1 Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

The work has identified three main advantages of affiliate marketing for content
providers. First, it offers new revenue opportunities for them. Second, generated income
from affiliate marketing can be higher than when using some other forms of online
advertising. Finally, using affiliate marketing program is connected with low overhead
costs on the side of content providers.

Affiliate marketing was seen as a good combination between relatively low overhead
costs (when compared for example to direct advertising) and reasonable income.
Moreover, in some cases it was also a possible way how to attract new merchants, which
would normally not cooperate with smaller websites.

To exploit these perceived benefits, merchants with affiliate programs or those planning
to start new affiliate programs, should make them very easy to use (for example making
the invoicing process automated etc.). This would even lower the overhead costs. The
commission rate offered in the program should be competitive to other programs in the
field. The program should also enable earning revenue that is higher than average
income from Google AdSense in the same business area.

The biggest disadvantage of affiliate marketing were considered to be problems with
conversion rate, because content providers do not have possibility to influence in full
extent the actions that would lead to assigning commission to them. Therefore, they are
afraid of unsatisfactory performance of merchants, their mistakes or deception from
their side.

Problems with conversion rate are not so important in other forms of online advertising.
As content providers are paid only for actions, they can influence, conversion rate at the
merchant’s side does not concern them. Performance indicators, that influence income
from these forms of advertising, can be measured by content providers themselves. In
such case the threat of deception is also minimized.

In order to minimize this disadvantage, companies, that have their affiliate programs,
should offer content providers a good monitoring system that would give them accurate
statistics and enable to follow their visitors’ actions after leaving their websites.
Moreover, visitors tracking should be fully automated to avoid mistakes.

In case merchants are not able to provide such system, they could consider offering
affiliate program through an affiliate network that supplies necessary solutions.
Reputable affiliate network can also add credibility to the program.
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6.1.2 Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

We have confirmed the hypothesis that the main decision factor for content providers
whether to use affiliate marketing on their websites seems to be the profit. They are
generally considering three income sources: direct advertising, affiliate marketing and
advertising networks. Generally, they expect the highest profit from direct advertising
and the lowest from advertising networks, while affiliate marketing stands in the middle.
It seems that all three sources have their place on the market. It is not always possible to
use direct advertising and the use affiliate marketing is not always better than
advertising networks.

Although it is not possible to generalize from the findings in a qualitative study, it seems
that affiliate marketing is beneficial especially on websites that are precisely targeted to
a well defined and narrow market segment. Usually, these are small websites that
advertise few products of one merchant. Content providers create websites specifically
designed to a specific affiliate program or product type rather than use it on existing
websites.

A possible explanation, why is advertising network in some cases better than affiliate
marketing and vice versa, is targeting. In case of an advertising network the supplier of
the service decides which ads to present to a particular visitor. Displayed ads are based
on page content, visitor’s native language and possibly on broader behavioral patterns of
a particular visitor. These ads are therefore highly personalized and successful even on
websites with broad target segments.

With affiliate marketing, it is the website owner, who decides on advertised products or
services, advertisement message, language and form. Level of personalization is very
limited in this case, because it is very difficult to achieve it. Affiliate marketing can
therefore be only successful, if the campaign hits substantial percentage of visitors. A
small website specifically designed for a market niche can attract these visitors and serve
them ads that perfectly match their interests.

We also found a relation between traffic sources and affiliate marketing usage. Whereas
natural search results are main source of traffic for most websites, paid search engine
advertising (search engine marketing, SEM) is also used on websites where affiliate
marketing is present. This relation probably results from a fact that with affiliate
marketing it is easy to decide whether such advertisements pay off. We therefore cannot
conclude that affiliate marketing should be used on websites that use search engine
marketing.

Although content providers have their preference on types of affiliate programs or usage
of intermediaries in a form of affiliate networks, the ultimate decision factor is always
the revenue. As deception was named as main issue of affiliate marketing, we would
suggest that one-to-one programs are more suitable for well known merchants with
good brand image, while affiliate networks are a good start for all other companies.
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6.1.3 Research Question 3

How do content providers select affiliate marketing programs they intend to participate in?

When selecting an affiliate marketing program, content providers go through three out of
four stages described in De Boer’s (2001) model. They first define a problem. In this
phase, they are either not satisfied with a previously used program, or they want to
exploit new business opportunities offered by new affiliate programs at the market.

In the second stage of De Boer’s model, content providers define criteria for selecting the
affiliate program. The most important criteria were financial. However, the emphasis
was placed at expected income from the program in a specified time. The commission
rate itself played a substantial role, but other factors influencing the final revenue were
also taken into consideration. These factors could discourage content providers from
participating in the program.

Content providers did not make any pre-selection of affiliate programs apart from
choosing a category of programs suitable for their websites. As the program category
could be also placed into the selection criteria, we can assume that the third stage can be
eliminated from the De Boer’s model for choosing an affiliate program.

Finally, content providers select the affiliate program using linear weighting methods.
They use these methods because they are simple, easy-to-use and applicable to various
problems.

As content providers constantly monitor the market for new affiliate programs, they go
through stages described in Lee’s (2001) model. We can therefore conclude that both De
Boer’s and Lee’s models are applicable for the process of selecting an affiliate program
provider both for a new or existing website.

When a company wants to start an affiliate program and attract content providers to
participate in it, it should carefully set the conditions of a program to be competitive.
Commission rate and length of tracking time should be at least at the same level as
competitors’. Conditions should be very clearly defined so that content providers would
not be afraid of deception or mistakes at merchant’s side. The threat of deception can be
also minimized by offering good monitoring and tracking system. Finally, the company
should persuade content providers about its trustworthiness. It should for example
follow the most important affiliate forums in order to find content providers’ opinions
about the program. If any negative comments appear, the company should give
explanation or retrieve the error.

6.1.4 Other conclusions

Although the following was not the aim of our research, the knowledge gained by
thoroughly studying the topic allowed us to make few more points:

Role of content providers in affiliate marketing

We have drawn a complex diagram of the role of content providers in affiliate marketing:
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Flow of customers
Natural search
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Flow of money

Paid advertising

Customers Content Provider Merchant

A 4

Figure 21 — Role of content providers in affiliate marketing

The diagram above suggests that affiliate marketing is a form of promotion outsourcing,
where content providers take care about merchant’s promotion and receive
compensation based on their performance. But why merchants actually need content
providers and why they do not take care about the promotion themselves?

A probable answer would be that affiliate marketing is much more efficient than keeping
the promotion in the house. With affiliate marketing, merchants can take advantage of
dozens or hundreds of individuals with lot of experience and lot of new ideas and they do
not need to care if they succeed or not. Merchants only spend money on promotion,
which proved to work. Moreover, affiliate marketing does not mean that the merchant
cannot do its own promotion too.

Content provider as obsolete terminology

Although the term content provider is extensively used in the literature, it does not
precisely describe the merit. Firstly, content providers, especially in some cases, actually
do not provide much content. Some of the websites presented in the cases actually
contained very little own content, most of it was content loaded from merchant’s servers.
In such cases, content providers only designed a website and most part of their work was
its promotion.

Secondly, we have found cases where content providers did not use a website at all -
they simply placed ads to the search engines, which pointed directly to the merchant’s
website and received commission if visitors coming from such ads actually converted
into customers. In this case, content providers are solely providers of knowledge where
to advertise and for which price.
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Both content providers and affiliate networks generally use terms affiliates or publishers
to describe content providers. The term affiliates definitely is more appropriate to
describe content in the context of affiliate marketing, but cannot be applied on content
providers that use other income sources. The term publishers, on the other hand, is more
used in the sense of a newspaper or magazine publisher in the literature.

Suggestions for further research

The role of content providers in affiliate marketing has been outlined in this study and
should be further researched, especially with connection to the factors that make the use
of intermediaries more effective than in house promotion. Based on observation,
merchants strongly vary in to which extent they rely on content providers.

While it seems to be clear, why advertising networks perform better on websites
targeted to broad target segments, it is unclear why affiliate marketing is better in
narrow segments. If advertising networks have technology that can serve perfectly
targeted ads to a wide variety of visitors, why do they have problems offering ads in the
same quality on niche websites?

Traffic acquisition is a primary concern for content providers as inevitably need website
traffic for their business. Yet, this area has not been researched properly and some of the
traffic sources mentioned by content providers were not covered by the literature.
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APPENDIX: INTERVIEW GUIDE

Interview Guide

Introduction

What is the purpose of your website(s)?

Do you use on-line advertising on your website? [s it main or complementary source
of revenue?

How do you sell online advertising? Why?
Hints: Direct, Representation firm, Ad networks, Auctions, Affiliate marketing

Research Question 1

How do content providers perceive advantages and disadvantages of affiliate marketing
compared to other forms of online advertising?

1.1 What type of online advertising do you offer at your websites?
Hints: E-mail: discussion lists, newsletters, Web: banners, text links, sponsorships,
advertorials, interstitials, microsites

1.2 What do you perceive as main advantage and disadvantages of affiliate marketing
compared to other types of online advertising that you use? Why?
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» Advantages in:
o Targetability
o Tracking
o Deliverability and Flexibility
o Interactivity
= [ssuesin:
o Banner blindness
o Pricing models

= QOther:

Research Question 2

How can the situations, under which affiliate marketing is efficient for content providers, be
characterized?

2.1 How do you measure effectiveness of online campaigns at your websites? Why
these?
Hints: Ad views, reach, click-throughs, CTR, CPM, CPA, CPS, conversion rate, effective

frequency

2.2 Which revenue sources do you use at your websites? Why?
Hints: online advertising, subscription fee, syndication, per-unit charges, on-line sale of
merchandise, affiliate marketing

2.3 How do you set pricing for advertising at your websites (e.x. PPI, PPC, PPA)? Is
affiliate marketing the main source of revenue at these websites? Which type of
pricing do you prefer?

Hints: time period, exposure, per response, per action (PPS, PPL, PPC), other...

2.4 What business models (main source of revenue) do you use at your websites? At
which of them affiliate marketing is beneficiary? Why?

Hints: Brokerage (exchange, auction), Agent (selling, metamediaries, malls, purchasing,
reverse auction, buyer cooperative), Online retailing

2.5 How do you attract visitors to your website? How do visitors enter your website?
Do you use search engine marketing or search engine optimization?
Hints: Traffic acquisition, SEM, SEO

2.6 Do you use one-to-one or one-to-many affiliate programs? Which one do you
prefer?
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2.7 Do you use services of affiliate networks? Do you prefer them to programs offered
directly by a merchant? Why?

Research Question 3

How do content providers select affiliate marketing programs they intend to participate in?

3.1 Why did you decide to use affiliate marketing?

3.2 What criteria do you take into consideration? Why these?

3.4 Do you make any pre-selection of the programs before making the final choice?
How?

3.5 How do you choose the particular program, you are going to use?

3.6 Is the selection different, if you choose a program for a specific website (place at
the website) that you have already used affiliate program at?

3.7 Under what circumstances do you decide to change the affiliate program?
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Screenshots

) Letenkar - Mozilla Firefox

File Edit ‘Miew History Bookmarks Tools Help

G - - lé‘-l Q | Rttp:f fww letenkar.czf

|| LetenkaF (%]

2 Jestli jen za 1990 se viim

viudy tak af se propadnu.

LETENKAR

Mizkonakladowy dopravee easyletvede
jednani s Leti$tém Praha o otevieni
zakladry na Ruzyni. Zakladna by méla byt
 Praze pravdépodohné otevfena na jafe
pfidtiho roku.

easyJetcom

Spoleénost easylet je jednim z nejvétéich Kientd Leti&td Praha, poftemn
prepravenych cestujicich je nyni na tfetim misté.

0d listopadu zatne easylet 16tat nové z Prahy do Belfastu. Podet piimych linek
Z Prahy se tak s timto dopraveem zaokrauhli na deset. Mynf pfima linka propojuje

Londynerm (letisté Gatwick a Stansted) a Fenevou

Fosted on ﬁl’jen 14dth, 2007 od petr
Filed under: Easylet | Mo Comments »

Reklamy Google Letenky Meapol Fraha Meapol Letenky Praha FPraha Holiday

Prahu s Basileji, Bristolem, Dofmunderm, Mewcastiem, Motinghamem, Milanerm,

www click4sky.cam

LETENKY CLICK4SKY

Prodej letenek
ClickdSky zde

HLEDAT

RUBRIKY

I | I

Akeni nahidky letenek (4)
GEA (5

British Airways (3)

Done

Figure 22 — Case 1: letenkar.cz
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) Eurovikendy | informace a tipy na eurovikend od & do Z - Mozilla Firefox

File Edit Miew History Bookmarks Tools  Help

€2 @UMC BED<E

| |;| Eurovikendy | informace a tipy n... Q -

Eurovikendy ” Rekiamy Google =]
- Eurovikendy
. " ur i P Lety z/do Patize
informace a tipy na zajimave vikendy | ietie, bezeens

L o 8 Rezemujte Online 2
[ Eurovikendy jiZ od 2 500 KE] |U&etiotel

Uvod

Paﬁi s pelikan.oz
Eurovikendy jsou pro vas tim pravym typem zajezdu, pokud jste vidy méli chut
I‘:’{I'm e podivat do nejzajimavéjgich evropskich mést a pfitom nestojite o klasicke o
poznavaci zajezdy, ale na druhou stranu se Vam nechoe zatéZovat 5 %" -
e R : 4] 7 - ky.
& organizacnimi zaleZitostmi spojenymi s podobnou cestou? Dnes ji2 to neni g
Benaﬂ(y 3 e z , konecné ceny
problem. Produkt cestovnich kancelafi jménem eurovikend YYam vytrhne trnz letenek v&. poplatkil .
AlTBterdam paty, Prof tedy nezasit Valentyina v Pafizi, Eurovikend v Rim#, v Londyné & B At e
Eurovikend v Barceloné nebo snad Yanocni trhy we Yidni? Samozfejmé, idelni registrace a
LO d £ je sahnout po hity vSech eurovikendi a to Eurovikendu v Pafizi, kreditky
Nayn nbonn, ok ey, oz
Tourismus Salzburg 22000 kempinky v Evropg
Barcelona Velkeré kulturni a turistické informace  Wyhledavani pomod mapy, regionu,
waw, salzburg.info wybavenosti, Odkazd a fotografii, Hotely Berlin

Istanbul Reklamy Google Spalehliva online
tezervace hotelu.
Viden Uetfite Eas i
penize
Silvestr v Paiizi
Letenky po Evropé

i Hiote ] de/BEin
Lety Praha - Pariz
(Orly)

Letenky Sky
Europe online
l&tejte levné po
Evropé

AL SO e LT P &, SOy

Eurovikend je stale oblibendisi produkt nejen mezi miadymi Cechy, co? ji3
pochopila | fada éeskych cestovnich kancel A,

Jak viastné vzniknul pojem eurovikend?

MNebudeme si lhat hned na zaéatku, Eurovikend je zcela umély, marketingové ~

Done [v]

Figure 23 — Case 1: eurovikendy.cz
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) |-NOYINY: Regiondlni zpravodajsky serve

bece - Mozilla Firefox

- @

File Edit Miew History Bookmarks Tools  Help
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Avon Plus - internetovy obchod s kornpletnim sortimnentern Avon
Cosmetics, Osobni odbér v centru Ceské Lipy zdarma nebo na dobirku
za 69,- K&,

BRKCE - intenzivni sérum pro dokonalou plet ANEW Clinical za
378,- K {skladem)

Vino, Zeny a zpév aneb Corny
pohar 2007
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Vyberte si dovalenou
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Done

Eurovikendy
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Prijemn zadosti o
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151007 1433 - redakce
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celkem S0 byt Rada
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Zajezd do Jabkenic a
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154007 14:30 - redakce

Klub Eeskych turistd v
Eeske Lipé pofdds zajezd
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Louger — zamek, park,

Reklamy Google

Tourismus
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Yeskere kulturni a
turisticke informace
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Leten Itali
Lety z/do Italie
tychle, bezpecné
Rezerujte Online a
LUZetfatel

. pelikan. oz

Chaty a chalupy
Franajem
rekreatnich chat a
chalup pro hezkou
dovolenou v
Cechach
ubytowani.turistik, ez

11 Hoteli -
Cuxhaven
Mabidka hoteld za
garantované
nejnizs ceny,
ugetfite aZ 7T0%
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Figure 24 — Case 1: i-noviny.cz
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raca i zakwaterowanie w Birmingham - Mozilla Firefox

File Edit Miew History Bookmarks Tools  Help
> COME ~Io] G
| |;| Praca i zakwaterowanie w Birmin... Q [ -
b
Birmingham = =
Birmingham
Birmingham
Wstep Birsitah
Birmingham
Praca
Wstep
Za kwaterowa nie Witamy na stronach internetowych stowarzyszenia Centrimmo, Oferujemy naszym
. klientom zakwaterowanie w Birmingham, 3 takze darmowa pomoc w znalezieniu
US’ngI DomOCY pracy w Birmingham.
Galeria
Pytania
Rezerwacja
Kontakt
Birmingham jest drugim co do wielkosci brytyiskim miastem, czescia aglomeraci
miejskiej West Midlands, w ktdrej zvje ok, 2,6 min obywateli, Miasto stanowi
osrodek przemystowy, a niegdys nalezato do najwazniejszych centrow rewoluci
przemystowe].
Birmingham oferuje wiele korzysc dla zainteresowanych
praca, w Wielkie] Brytanii z Polska. Jako miasto
preemystowe ma do zaoferowania migjsca pracy w
fabrykach, magazynach, po prostu w migjscach, gdzie i
szeroka znajomosc jezyka angielskiego nie jest potrzebna.
Poza naszym stowarzyszeniem w Birmingham nie istnigje
zadna inna polska agencia oferujaca swoje ustugi, co
sprawia, ze kankurencia jest mniejsza niz w Londynie,
Manchester i innych miastach.
Birminghamjest miastem mniejszym i tariszym w
pordwnaniu z Londynem, dokad podaza wigkszosd
pracownikow z Europy YWschodniej, To na poczatku utatwi
orientacje w miescie i okolicy, a przede wszystkim
zmnigjszy koszty zakwaterowania i ustug, ktdre w
pordwhaniu z Londynern s3 nizsze, Najprawdopodobnie] ¥
Done [v] :

Figure 25 — Case 1: birmingham.pl
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% Préce v Manchesteru | Ubytovini v Manchesteru

File Edit Miew History Bookmarks Tools  Help
@ > iy~ @ . /LEI. |D htkp:f fvavaw ranchester, czf |'| b| I'|-'

| || Préce v Manchesteru | Ubytovan... . l

Prace a ubytovani v Manchesteru - Manchester CZ Ltd.

Spoleénost Manchester CZ Ltd. se specializuje na poskytovani ubytovani ¥ Manchesteru - tzy
house share v oblasti Greater Manchesteru. Dale nagim klientlim pomahame s hledanim prace v
Manchesteru, poskytujeme i dalsi asistencni sluzby (britsky fidicak, ). Béhem kratke doby
Jjsme ziskali mezi klienty velmi dobré renomé, zejmena diky solidnimu a seridznimu jednani a
vyE8i kvalité ubytovani. Ma rozdil od konkurence si nedétujerne za asistenéni sluzhy Zadné
poplatky.

Manchester je v sougasné dobé jednim z nejperspektivngjgich
mést ve Yelké Britanii. Zménil se z ospalého primyslového mésta
na kulturni a primyslovou metropoli, mésto modemi architektury |
proslulich bard, whlagend klubové scény a samozrejmé fotbalu,
Svou roli hraje stejné tak strategicka poloha mésta leZictho na
poloving cesty mezi jizni Anglii a Skotskern, nékolik desitek mil od
Liverpoolu, tak i vysoka populace a koncentrace lidi. Manchester
ma i s aglomeraci témef 2.5 milionu obyvatel. Manchestar ma
mezinarodni letiSté s pfimym spojenirm do vetSiny evropskych
mést.

Welkou wihodou Manchesteru ve srovnani s veEnym rivalem

Londynern je rmensi velikost, snadnéjél orientace, podstatns mensi ) ® :
konkurence na pracovnim trhu a v nepasledni fadé jsou to Zivotni Manchester
naklady, tedy ceny za dopravu, ubytovani, sluZby nebo zabavu.

Manchester se od Londyna nelisi ¥ minimalni hodinove

mzdé, ktera je stejna pro celou Velkou Briténii - 5,35 » Lonidon
GBP/hod. Jinymi slovy - Manchester tedy nabizi steny

vyidélek jako Londyn, ale vyrazné nizéi Zzivotni naklady a

tedy lepsi moznost $etiit penize.

Done Q|

Figure 26 — Case 1: manchester.cz
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File Edit Miew History Bookmarks Tools  Help

@ > iy~ @ . fl_l‘ |D htkp:f frvans Joanexplorer. ca.uky |'~~.\|
| || 125% Secured Loans UK | Loane... [J | -
~

far up to

Home Remortgages Debt Management

APPLY NOW - How Much You Can Savel i redit Problems?.
If vou have arrears, CCJ's or
Secured Loans Remortgages UK Debt e .
& homeowner |oans e e Management efaults, you ce.m still get your
Loan Amount? owe over £5,000 & secured |oan with us.

Please Select good or bad credit status ) )
struggling to pay hills?

? :
LU“’IM fixed rate, tracker, offset; .
Diebt Conzolidation (% discounted. cash back & 3 or more creditors? - You can get your secured loan

Harmeowner & UK e reduce your maonthhy SferIneinutas.

Resident? repayments by up to

Flease Select v no obligation quote 75%l!
[ ' | APPLY NOW \PPLY NOW Use your loan to consolidate
WITH 10 DBLIBATION

debrt, improve your home, start

. . . _ a business - anything!
We Compare Over 125 Loan Plans

No Obligation

We search over 125 loan plans to make sure our Fecured foarn rates are the lowest
around. We're so confident in our low rates we even provide a no obligation offer ta UK If you don’t want to accept aur

homeowners. loan offer you don't have to.

Simply camplete the 2 minute application form and we'll put together the best secured
loan for your needs!
THINK CAREFULLY BEFORE SECURING OTHER DEBTS AGAINST YOUR HOME. YOUR HOME MAY BE REPOSSESSED
IF YOU DO NOT KEEP UP REPAYMENTS ON A MORTGAGE OR ANY OTHER DEET SECURED ON IT.

About Contact  Privacy Policy Terminology

e

Content | d by Second Sighting under a Creative Commaons License:

dara protection o, 2527154 | Affiliate Marketing | [8

Done Q|

Figure 27 — Case 2: loanexplorer.co.uk
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Remortgages | § h Mortgage | Remortgageexplorer - Mozilla

File Edit Miew History Bookmarks  Tools  Help
@ - L@ - @ /LEI. |D htkp:f fvvan remartgagesxplorer. ca.uky |'| b| I' |'~~.\|
| || UK Remortgages | Switch Mortg... 3 l »
~
Home Secured Loans Debt Management
APPLY NOW - UK Remortgages & Loans
Fixed rate remorigages
Remortgages Secured Loans UK Debt
& rortgages & hormeowner [oans Managemen[ Tracker remortgages
Have you ever.. £5,000 &
had a CCJ? No (% no obligation quote B RLEL Offset remortgages
struggling 1o pay hills?
had an IVA? GET OUOT Discounted remortgages
been bankrupt? | Ma vl - 3 or maore creditorsy? -
Missed a secured loan or ; reduce your monthly Ceshbackiremarogse
rnortgage payment in the nght To Buy repayments by up to Capped remortgages
last 12 rarths? | No V| Mortgages UK 5%l
GET QUOTE
et
Switch Mertgage — 100s of Remortgages Compared hrediay=iRank R ey
‘We search hundreds of UK remortgage and loan lenders ta make sure we can offer the An VA
best package to switch morugage 1o.
Mortgage arrears
To apply for a no obligation re-mortgage quote, simply camplete the 1 minute application
Debt problems
form starting with the guestions above.
Self emploved with no accaunts
Irregular income
Defaults
THINK CAREFULLY BEFORE SECURING OTHER DEBTS AGAINST YOUR HOME. YOUR HOME MAY BE REPOSSESSED =
IFYOU DO NOT KEEP UP REPAYMENTS ON A MORTGAGE OR ANY OTHEE DEBT SECURED ON IT.
Contact  Privacy Policy
= 4 - ~ = i
Done o

Figure 28 — Case 2: remortgageexplorer.co.uk
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ebt Management. | Debtexplorer - Mozilla
File Edit Miew History Bookmarks Tools  Help bl
@ > iy~ @ fl_l‘ | . htkp:f v, debtexplorer, co.uk) |'~~.\|
| || UK Debt Management | Debtexpl... [ | hd
uocan't " We can help
Home
APPLY NOW & Reduce Your Repayments By Up To 75%!
DEbt Management & IVAS 1) Can't meet your repayments?
Start Here:
: 2) Debrs of £5,000 ar more?
How many creditors do you owe money
ta? (do not include mortgages & securad |oans) 3) Cwve money to 2 or more
|:| creditors?
Where do you live?
Please Select [
Howe much do you owe?
l:l Simply complete the form
CLICK HERE opposite and we'll be in touch to
help solve your debt problems
All Your Debts Cleared (Without A Loan) {oriadod;
If vou can't meet the repayments on your loans & bills then we can help. We talk directly
ta all the people you owe money to and negotiate one single monthly repayment you can
. : You are under no obligation to
manage. Once on our programme we are your single point of contact and you will no longer
have any hassle from your creditors. Fake ot HoUDHe e AN Aclefets
application with us.
APPLY NOW and all your financial problems can be solved in an instant!
The advice contained within this website is subject to UK regulations and is therefore primarily relevant to
consumers based in the UK in need of debt advice.
Contact  Privacy Policy
Content licensed by Second Sighting under a Creative Comimons License
data protac G4 | Affiliare Marketin
Done (v}

Figure 29 — Case 2: debtexplorer.co.uk
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nline Shopping UK | ShoppingDay.co.uk - Mozilla Firefox

File Edit Miew History Bookmarks Tools  Help

@ > iy~ @ . fl_l‘-. |5 htkp:f fvvans shoppingday. co.ukf

| '] Online Shopping UK | ShoppingD... 3 | -

» %o
SHOPPINGDAY *

Tl best: place to shop onfine

Home Shops [A-M] Shops [N-2] Brands [0-9] Brands [A-M] Brands [N-2] Categories [A-M] ' SHOP FOR _ “GEARCH |

Welcome To ShoppingDay.co.uk

Over 800 Stares

’
Discover more than 800 exciting stores and services including AS0S, T-Mobile, Myakka, Cameraszu, “Im‘?rﬂ‘gar

= B Easter

‘ W Fond&nﬁnkfmm Panasonic, Marks & Spencer, Alternative Gifts, Pickabook, Shop Box Uk, The Kids window, Cosmic

an
Beachwear

Save up to

NatOOI'a Superstore, Buy Cosmetics, PI¥mania, Dixons, SuppliesStore, Euroffice, Comet, Garne, PC World,
Sainsbury's, Hewlett-Packard, Dell UK, Games On Board, Baden ...

A quick look around will tell you that ShoppinoDay.co.uk isn't just an ordinary shopping centre, We
are the UK's premier shopping destination!

Wie inwite vou to experience the exciternent of ShoppingDay.co.uk and our extraordinary variety of
fine apparel, accessories, arts, great gifts, electronics, computers, music and movies, theater tickets,
games, food and beverage, furniture, flowers, home decorations and many more,

POPULAR

Daily Updates

. . . on selected items
Mew shops, offers and promotional information added daily!

Enjoy shopping.

3
=z
°§'
2
(=]

Foster Fridges

Leading Foster Dealer.
Great prices free delivery,
01582 515091

o FosterFridge.com

Il eTm A v
|
Done & 1 Error

i

Figure 30 — Case 2: shoppingday.co.uk
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Iilmmvwwwmmm

G @ (DD rtpsfajaknaweb com/

Macromedia

Tworba www

Tipy a Triky

Editory

- nové Elanky -
Registrujte
sidomeénu

1.200 K¢ na rok s doménou v cené

1GB, PHP 5, L5, mod_|

ebmai

Aktualni diskuse

Project manager nowy!

Razeni dat z databaze novy!

wyber vysoky skoly - POMOC nowy!
Snehove zpravodajstvi nowy!

Template systém novy!

Webhosting s prostorem 300GB?! novy!
Blokovani ip nowvy!

Services_Weather nowy!

JavaScript? novi!

zména Sipky nowy!

pls kritika nowy!

NOvy web stavebnej firmy nowy!

Prosim o kritiku webu TRZISTE novy!

arielclub nowy!

Musician- online werze nowy!

Online hra Velkabitva.ic.cz nowy!

cena webu??? novy!

Zhodotenie webu opat novy!

hodnotenie designu 2 nowy!

Prosim o zhodnoceni ceny. nowy!
ZaloZit nové téma| Uvodni strana féra

Nastroje
Walidatar ‘
Zjist&ni PageRanku|

Ostat
Digkusni forum
Kritika webu
Katalog strének
Odkazy
Q serveru

Predstavime si :E\y seridl = programevac ndstroje, v nichE
miiZeme tanto jazyk wyusit.

u rady aplikaci se ndm hadt dt k dispozici nihled
odkazovaného dokumentu. V tomto. (fanku vyusijeme skript
ze zndmého serveru DynamicDrive generujici DHTML tooltip
pro univerzdIni nahled obrazku nebojmehe dokumentu pfi
prejeti odkazu mysi.

CodeBehind na pfikladu pro zcizeni Flashe

Jednou z vellgjch piednosti systému ASP.NET je bezesporu
snadné odd&leni designu od logiky aplikace. Jesté
dokonzlejii oddéleni pfindsi oddéleni vikonného kédu do
zvldstnihe scuberu, zvanéhe CodeBehind. Vihodeu je nejen
piehlednost, ale také to, 2e tent...

€553 - formisto ickch Easti dok

i

e

si ovEFit funkénost

et [ [ —

odkazii na Vasem webu?

vyzkougejte Validator =

Profesionalni
webhosting

tydnu: zéplaty od
Microsoftu = Kerio

" 3ake mouchy na lepu.
el AN

Google zamy2li =pust
internetoveu encyklopedii
Podle Symantecu spam
predstavuje ..]en 7z
pronent e-maild

Caskd telavize otevird
wlastni internetovou
wideaplitovnu

Nejhledangidi slova roku
|podle Googlu

Uvolnéna beta werze
Hyper-V od Microsoftu
Vyzkousejte Tri-SLL s
Nvidia ForceWare 169.25
beta

ADCLICK.cz - reklama za
hubiku

PeckaDesign zvitézila v
mezindrodnim tendru
50% sleva + 1 GB USB
disk - vanoéni darky od
CZECHIA.COM!

Kaskadové styly umo#hovaly jiz ve svych predchozich

dokumentu. CSS3 jde v tomto jesté dile a nabizi nam dva

programétory - bavi
v3s programavani
webu a cheete, aby
Vage price byla i
konitkem?

Scripty

Java Scripty

PHP Scripty

- pfidat nowy -

Tipy a Triky
XHTML & CSS
BHP & MySQL
Java Seript
Pombcky pro web
Ostatni
- pfidat povy -

Webova grafika
CD, Diskety

Cary

Clovék

Smajlici

CELA GALERIE »

{NOVE CEN'
Mapiiklad domény
\EU pouze za 200~
KE na rok.

Vlozte si na web
ukazatel aktudlnihe
S-Ranku zdarma.

Done

Figure 31 — Case 3: jaknaweb.com

_99_



APPENDIX: SCREENSHOTS

& Schuti.cz - Moxzilla Firsfox

File Edit View Higtory Bookmarks Tools Help

I =)

{2

G- @ @ [F hpswschuticr

58

FIVOVARY /AL KOHOL

UZIVATELE

2 RYCHLY WBER

Brno - mésto

KATALOG PODNIKU

3

Bary, bisira (0)
Cukrdrny (0)
Diskotéky, kiuby (0)
Fast foody (0)
Hospldky, punice {0)
Hotely (0)

Kavarny (0)
Motorasty (0)
Orient3ini restsurace (0)
» Pazerie (0)

» Restaurace (1)
Sportovni kluby (0)
Vindmy 3 vinotéky (0)

€8 VVBER PODLE MAPY

Uvod

8, VITE KDO CHODI DO VAST RESTAURACE?

Staiite se cleny Schuti.cz

sdasdsad

Staiite se Eleny Schuti.cz

Registrace je zdarma

Ipsum dolor sit amet

Ipsum dolor sit amet

Ipsum dalor sit amet

Ipsum dolor sit amet

S NAS TIP PRO VAS POZITEK

Elektra Pub

R
%ﬂim@ institut spinénych pranf

PROVOZNI DOBA
Pondéll: od 11:00 do 02:00
Utery: od 11:00 do 02:00
Stfeds: od 11:00 do 02:00
Civriek: od 11:00.do 02:00

KONTAKT

Béhounska 7

60200 Brno - mésta
Tel: +420 542 221 022

c( PROHLEDAT WEB
Zadejvyraz Odesli

Podrobne vyhledavani =

4 PRIHLASENI

UFivatelské iméno:

Heslo:

[ natrvalo

»+ Meméte Ofet? Registruite se!
} Zapomngli iste heslo?

4 POSLEDNI KOMENTARE

45 POSLEDNI FOTOGRAFIE

n

Done

Figure 32 — Case 3: schuti.cz
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@ Vydélek na internetu - Mechte vade stranky tvofit pravidelny wdélek pomoci internetu > > - Mozilla Firefox

File Edit View History Bookmarks Tools Help

& - T L] | https/fwwa vydelek-online.cz/

Vydélek na internetu — Nechte VaSe webové !

Ukéazka krok po kroku jak zaéit wydélavar »

Kazda €eska i slovenska webova stranka ma idedlni potencial na vydélek. Dozvite
se zde v nékolika bodech, jak ziskat pravidelny vydélek na internetu nebo se

podivejte zde na podrobnéj3i popis jak na vydélek na internetu b&hem 8 minut.
B&Zné vydélky i nového webu miZou dosdhnout i vice jak 2000 KE/mésic.
Jak na pravidelny zisk?

1. Po jednoduché registraci (viz. nize) do jednoho z néjvétsich reklamnich systémi na
svété (Coogle AdSense) a ovéreni, si nechate vygenerovat HTML kéd, ten poté umistite na
libovalné mista na Vasich strankach (jakéhokoliv rozsahu a navitévnosti).

.. Poté se zafne v daném prostoru zobrazovat textova (nebo grafickd) reklama - systém

sam pozna, jaké reklamy jsou k vaiemu obsahu webu nejvhodn&jEi a tedy nijak zasadné
nerusi uZivatele.

Kolik vydélate?

1. Wy budete ziskdvat provize z kliknuti Vasich navitévnikd na danou reklamu.
Za ka¥dé kliknutf dostanete od nékolika desftek haléfil a# po nékelik desitek korun, v
zavislosti na typu reklamy. Diky tomu i men&i web s par stovky uZivateld miZe vyd&lavar
nikolik tisfc m&siEng. VEtE weby generujl zisky i v Fadech desetitisich
Kolik jste wyd&lali a statistiky miZete on-line sledovat v administraci systému

tkazka = administragniho rozhrani
LQURIC

e

Dnesni vydelky: USS$ 26,52 e
Zobrazi platgto bistar proci
. AZ budete mit vydé&lano dosti peng2, aby se vam vyplatil jejich pfevod, nechate si je zaslat
na Va% bankovni Gfet vedeny u kterékoliv Eeské (slovenské) banky, nebo zaslat Sek.
Neni-li vim jeité 18 let a nebo neméte bankovni Géet, doporuéujeme zaregistrovat se na
rodife, nebo znamého.

Registrace zde:

Nechte své stranky vydélavat pomoci Google AdSense.

Pracujte doma
uZivatelska znalost na
PC-internetu finanéni a
Casova nezavisios.

navitévnost swych
stranek.
Google AdWords.

Pomoh| Vam tento web
e vjdgliu? - Umistéte
ikonku nebo odkaz ne
] 2 umoindte tak
vydélavat

internatut

Textowy odkaz
Vydélek na internetu

wR-onne sz
RoRIEK 13 Eemey

Pro vlazeni staci
zkopirovat html kod z
bilého polika v umistit
| i na stinki

Figure 33 — Case 3: vydelek-online.cz
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0 NaEupteSi.q - rozvoz potravin a do domu v Brné - Mozilla Firefox

File Edit View Higtory Bookmarks Tools Help

> @o@E

https/fwww.nakuptesi.cz/shop.php?s= e37a04662afa66a3d3709ed 67685707

No Pt ez

% on-line obchod potravin a rozvez aZ do domu v Brng

vyHiepAvani [N | ieo-

Prihlasit | Doby dorugeni | Obsah kodiku | Pokladna

[ Alkoholické napoie (3251
S Nealkoholické népoie {2341

Co Vam nabizi NakupteSi.cz

On-line prodejnu potravin s dondskovou
sluzbou do Va3eho bytu a kanceldfe po Brné

Mapa rozvozu v Brné:

Kliknutim na mapku ziskate pfesny
pfehled o lokalitéch a cenach rozvozu.

do 24 hodin.
B Kava, &1 (75) »

B Uzeniny, masné wirobky {521 *
B miginé wirably (204) »
B3 Mrasans wirobly (16] »
S Knedliky, vajitks, utopenci (5) »
4 petivo - chigb... (34)

B4 zdrsvd wydiva, ceredlie (53]

[ Diz potraviny (43]

B3 Mouka, culer, <81 (27)

5 Téstoviny, riZe (31]

B Cukrovinky (341)

[ slané zboi (901

B4 Bagety, hotovs iidla (15

S Konzervoué wirobley (35]

B8 sterilované wrobley (501 =

B4 Ha osteni (15] Olivovi olej Amphora - extra
BEo kofeni... (183) e

B olei. ocet, olivy (28] 127,47 KEis DPHi

B Pochoutlovs saldty (71

S Poléviy, omatky (981 »

B4 Pudin

[ Tésto (4)
B vanoini balitky (81

B Zelenins = ovoce (28]
S Krmeni pro zvifata (21
4 Drogerie (331

Jste zde poprvé?

Podivejte se na nadi jednoduchou napovédu
iak rychle nakoupit v naem on-line obchod&
potravin.

Minimalni velikosti ndkupu je 100 KE.

Zde se miizete zaregistrovat,

Zas dodani vaéi ohjednavky si miZete vybrat
zde.

Slevy - zobrazit viechny slevy »

Pickvick &ai rocibos variace Pickvick maracuja+broskev

28,98 Ki[s DPH] 28,56 Ki[s DPH]

marmslddy, med (200

Hame - okurdey 7-9 cm

9,35 Ké[s DPH] 32,60 Ke[s DPH]

E-mail: |

Jste novy zdkaznik?
Vytvorte si Uget

| Nakupni kosik
..prézdny

i Slewvy - astatni slevy »

Olivovy olej Amphora - extra
yirgin

127,47 K&[s DPH]

Vyuijete moznost on-line
nakupovani?

©) ests nevim

[ Wisledek ]

1

Done

Figure 34 — Case 3: nakuptesi.cz
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