
AFFILIATE MARKETING
GROWS UP

JULY 2014



www.accelerationpartners.com  | info@accelerationpartners.com  |  617.963.0839

The affiliate marketing industry, now in its second decade, is undergoing a major 
transformation. Smart customer acquisition heads and chief marketing officers of top 
e-commerce brands are taking a close look at their affiliate marketing programs and 
discovering they aren’t what they seem. 

Though from the outside many affiliate programs appear to be a source of easy revenue for online 
retailers, a close investigation reveals that they are full of fraud and off-brand promotion. Not 
only that, but they are paying the majority of their affiliates for existing - not new - customers.

After making such a discovery, the gut reaction of many marketers is to eliminate the 
program entirely. But this would be to miss out on a potentially lucrative digital channel. 
Affiliate programs can deliver on the promise of incremental and performance-based 
revenue, but retailers have to manage them differently than they did 5-10 years ago.

A new generation of marketing leaders armed with data is driving a revolution in the affiliate 
marketing industry. Advances in reporting and tracking have made it possible for e-retailers 
to manage their affiliate programs more effectively, identify and eliminate low-value 
participants, and deliver real incremental revenue from high-value partners. These leaders 
are pushing inefficient and costly first generation programs (Gen 1) to evolve into more 
sophisticated Gen 2 programs that actually bring new customers to the table.

This white paper will explore the characteristics that separate Gen 2 programs from Gen 1 and what 
steps marketers can take to make sure they’re getting the most out of their affiliate programs.

THE OLD WAY: GEN 1 AFFILIATE PROGRAMS
At root, the fundamental problem with Gen 1 programs is that they don’t bring in new or 
incremental customers. In these programs, it’s common for low-quality affiliates to cannibalize 
existing customers from other affiliates and other digital marketing channels - and get paid 
a commission to do it. The result is an expensive retention program masquerading as a new 
customer acquisition channel. 

The following graph shows the situation in many Gen 1 programs. Only a small percentage of 
overall affiliate sales are truly incremental, or untouched by other channels:
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The failures of Gen 1 affiliate marketing methods are largely the result of a lack of attribution 
data in cross-channel reporting, inexperienced managers who focus solely on topline 
program revenue, and poorly aligned incentives.  A heavy reliance on affiliate network-based 
management and poor fraud controls are also to blame.

Here are the primary areas where Gen 1 programs fail to deliver:

PROGRAM MANAGEMENT: Gen 1 programs are often managed by whoever is available 
in-house (typically very junior people with limited experience) or the affiliate network, which 
is also being paid for network services as a percentage of all transactions. This is only now 
being recognized by e-commerce players as a serious financial conflict of interest.

SUCCESS METRICS: Gen 1 programs are judged by the number of affiliates in the 
program and the program’s overall affiliate revenue. The problem with affiliate revenue is 
that it does not account for how many other channels are in the same transaction and also 
claiming this same revenue (see the chart above). Some unethical affiliates have explicitly 
designed business models to exploit this overlap and overstate their sales.

PAYOUT: Gen 1 programs place a higher value on affiliates that generate the highest volume 
of referrals and ‘last-in,’ the affiliate immediately before the point of sale, always receives the 
commission for the referral. This encourages affiliates to manipulate their tactics in order to 
be ‘last-in,’ luring customers who have already made the decision to buy away from the 
shopping cart with the lure of (frequently nonexistent) coupons and deals. 

AFFILIATE MAKE-UP: Often over 80% of affiliates in a Gen 1 program are loyalty/
toolbar sites or low-value coupon sites, many of which use deceptive or misleading tactics to 
generate a click and set a cookie without user intent. It’s not uncommon for 90% of program 
sales to come from the top 5-10 affiliates.
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USE OF NETWORKS: Gen 1 programs often use multiple, competing large affiliate 
networks, such as Rakuten Linkshare, Conversant (Commission Junction), and eBay 
Enterprise Affiliate Network, thinking more networks will bring greater reach. Retailers are 
also frequently locked into multi-year agreements that may contain exclusivity clauses and 
other prohibitions on transferring those affiliates.

TRANSPARENCY: Gen 1 programs have little to no transparency when it comes to 
affiliate activity. Most crucially, they are missing a referring URL that shows where affiliate 
traffic originates.

The transformation from Gen 1 to Gen 2 can be remarkable. Many of the merchants that 
make the jump are able to simultaneously grow the top lines of their affiliate programs while 
improving the bottom.

HOW TO TRANSITION YOUR PROGRAM FROM 
GEN 1 TO GEN 2
Transitioning from a Gen 1 to a Gen 2 program isn’t easy. It requires lots of attention to be 
paid to the affiliate program, either by a dedicated in-house staff or external third party. But 
the rewards can make it well worth it. 

For retailers just beginning to assess their current affiliate programs, here are some steps you 
can take to make sure you are adopting a Gen 2 approach:

• Know what each of the top 25 affiliates are doing. Ask simple questions like, “Can you 
show me an example of this campaign and where it’s promoted?” when things don’t add up. 

• Conduct a conversion rate analysis to look for abnormalities (i.e. affiliates that convert 
way above the site average). 

• Ensure that affiliate reporting overlaps with other marketing channels and identifies 
the percentage of new customers. Ideally new customers would be more than 50% of 
affiliate sales and overlap with other online marketing channels claiming the same new 
customer would be less than 30%. 

• Use independent brand/trademark monitoring services (such as BrandVerity) to ensure 
that affiliates are not using the brand in paid search. 

• Look into using sophisticated attribution tools such as those offered by ShareASale and 
Impact Radius to alter payouts to affiliates based on individual order attributes, instead 
of just paying affiliates the same amount for every transaction. 

• Have the affiliate program audited by an expert to assess affiliate and network activity 
and value.



When something seems too good to be true, it usually is. The same can be said of Gen 
1 affiliate programs. The good news is that the changes currently overtaking the affiliate 
industry are finally delivering on the original promise of affiliate marketing. Because of their 
performance-oriented nature, well-run affiliate programs can deliver the highest ROI of any 
online marketing channel and be a positive extension of the brand.  
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ABOUT ACCELERTION PARTNERS
Acceleration Partners works with top consumer brands to create customized customer acquisition programs 
that deliver real profits. Whether it’s through affiliate marketing, organic search, paid marketing, or other 
channels, we believe in performance marketing done the right way—efficiently, profitably, and always with the 
integrity of the brand in mind. We call this Principled Performance™, and we deliver it better than anyone.


