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Executive Summary

As the interactive industry has progressed, it has become more important to demonstrate positive
return on investment (ROI). Because of this, marketers are being held more closely accountable by
business stakeholders and are therefore looking for new ways to increase the effectiveness of their
interactive experiences. As such, A/B and Multivariate testing has become, and will continue to become,
more prevalent because it allows practitioners the ability to continuously improve their websites and
marketing campaigns through the direct feedback of the consumer.

The increasing use of A/B and Multivariate testing has been confirmed by the results of our most recent
survey, taken at the eMetrics Marketing Optimization Summit in San Francisco. Of the 142 survey
respondents, 52% said that they are currently engaged in A/B or Multivariate testing. Furthermore, of
the respondents that currently do not engage in any form of web site testing, 69% plan to engage within
the next year. We believe this speaks to how the industry is progressing.

As A/B and Multivariate testing becomes more common, web site strategy will change from long
redesign cycles to quick testing iterations. The organizations that embrace this strategy will succeed
because they will address the needs of their customers more quickly, thereby making their sites more
usable and efficient. This will require changes from web site managers and their agencies alike, as online
strategy will extend far beyond typical site redesigns and move toward true continuous improvement
processes.

Approach

ZeroDashl, a leading Web Analytics and Optimization firm, polled a group of 142 web site marketers
and analysts at the 2008 eMetrics Marketing Optimization Summit in San Francisco. The eMetrics
Summit is an online marketing conference dedicated to the application of research, analytics and
optimization for the purpose of increasing the effectiveness of websites and online marketing
campaigns. As anticipated, the response to this survey came from a highly targeted audience of web
professionals who have expressed interest in analytics and optimization.

Realizing that not all conference attendees would be involved in A/B and Multivariate testing, we
divided the survey into three sections:

e Firms that currently do not conduct A/B or Multivariate tests

e Firms currently conducting A/B and Multivariate tests

e Firms whose experience extends to Behavioral Targeting

As noted in the survey results, a lack of best practices and the complexity of optimization testing are two
of the biggest challenges facing online marketing professionals in this segment. This speaks directly to
ZeroDashm Q& A Yy G Sy ( ,whichiisto pipWde iadusérydnbightSadd trends for the betterment
of the online marketing community. It is our hope that the information contained within this document
will positively influence and educate you on Multivariate testing and Behavioral Targeting practices.

Below is a high-level overview of our findings:
e Challenges await firms interested in optimization
e Avariety of testing platforms are considered before making a final decision
e Experiments vary in frequency, page type and page element
o Similar challenges obstruct practitioners
e Practitioners often use more than one platform to meet their needs
e Pretest hypothesis often fail
o A/Band Multivariate testingis & ¢ 2 NIi K A G €
e Behavioral targeting is a small but growing technique
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Challenges await firms interested in optimization

Although 48% of respondents do not currently engage in A/B or Multivariate testing, this segment will

experience significant growth in the next year as 80% of total respondents plan to engage, or continue
practicing, within that timeframe. The main barriers to entry, for those who are not currently engaged
in A/B or Multivariate testing, are:

Lack of budge 34% of respondents noted that they currently lack an appropriate budget to engage in
A/B or Multivariate testing. Of these respondents, 22% said that they are not able to justify the ROI of
A/B or Multivariate testing. This speaks to a recurring problem we see in the analytics industry. Firms

FNBy Qi +totS G2 Y2ySiAalS G(KS 6So0 2y | O2yaAraidsSy

Through proper ROI calculations and executive support, A/B and Multivariate testing often
demonstrates positive ROl upon initiation, as identified by the responses to question number 7 of this
survey.

Complexity.Another 34% of respondents said that A/B and Multivariate testing practices are too
complex to engage. Although optimization practices have been available for some time, we believe
there is a lack of education on the subject. An average Web site manager struggles to grasp the
processes, implications and benefits of optimization. We believe that establishing best practices,
creating more usable tools, and providing tangible case studies will help educate interested parties,
dispelling some of the complexity that currently hinders the practice.

Figure 1.1A chart detailing the biggest challenges for all respondents who do not currently
engage in A/B or Multivariate testing.
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A variety of testing platforms are considered before making a final decision

Web site professionals who are entering the optimization market consider a variety of platforms before
making a purchase decision. On average, companies consider 1.65 A/B or Multivariate testing tools
before moving forward. However, there are only two platforms that are considered by more than 25%
of survey respondents. The Multivariate testing platforms currently generating the most interest among
new users are:
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Google Webie Optimizer.61% of new users entering the optimization market consider Google
Website Optimizer before making a purchase decision. GoogleQ ol is also the most common tool
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evaluated by purchasers considering more than one tool. Google Website Optimizer is a free tool that
faces the problem of proving its credibility next to more established platforms like Omniture Test &
Target and Optimost. However, because Google offers the opportunity to learn about optimization
before making an investment in a licensed tool, users are considering the advantages and disadvantages
of using this free tool over more traditional platforms. It is likely that this is also the result of an effort to
curb budget restraints and the complexity of optimization, the two biggest challenges for market entry.

Omniture Test& Target.The Omniture Test & Target platform is considered by 35% of market entrants.

l'a GKS aSO02yR Y2aid O2yairRSNBR ( maretshargiStheondbt A SPS (K
analytics space and their ability to integrate different service offerings in one package. We believe that

as the analytics and optimization industry continues to progress, there will be continued consolidation

of tools and platforms. This will allow users the ability to create actionable insights with more ease by

providing the ability to holistically evaluate their online presence through one central location.

Other. Surprisingly, 24% of respondents said that they are currently considering a tool other than those
noted on the survey. Many of these firms consider building a tool internally, bypassing any recurring
license fees, or tool limitations that they may encounter. While this may be a good solution for larger
firms that have the ability to dedicate full time staff for tool maintenance and training, the average
company will likely run into difficulties as this type of solution limits the ability of a third party to
efficiently provide support.

Figure 1.2The chart below details the most common A/B and Multivariate testing tools
considered by firms entering the market.
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What A/B or Multivariate testing tools are you currently evaluating? (Market
Entrants)
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Experiments vary in frequency, page type, and page element

One of our primary objectives with this survey was to discover not just if, but how companies are
currently using A/B and Multivariate testing to their advantage. The information provided below details
how frequently survey respondents engage in optimization testing, what types of pages they test, and
what elements on those pages are tested. Although the responses to these questions are general, they
are representative of how companies use these practices and will help reduce complexity in the market
by creating scope on how A/B and Multivariate testing is generally approached.

FrequencyAlthough all web sites are different, ZeroDash1 found it beneficial to know how often
optimization testing practices are used. We purposefully structured this question with limitations in an
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attempt to simplify and conventionalize the responses given. Respondents were given the option of
Gh OOl aAz2yl ff & éhenlasie®hovit oftéh TheyterigayeindViltivariate testing.

44% of survey respondents occasionally engage in A/B or Multivariate testing. Those who occasionally
engage in A/B or Multivariate testing tend to use the practice to a lesser extent than those who regularly
engage in A/B or Multivariate testing. Specifically, occasional users generally test 2.03 page types and
3.41 page elements. The most common page types tested by occasional users are landing pages at 74%
and Home pages at 48%. This data suggests that occasional users engage in Multivariate testing
primarily for marketing purposes.

By comparison, the other 56% of respondents who regularly use A/B and Multivariate testing tend to
focus on optimization of both marketing and transaction-based pages. The most common page type
tested by this segment is also landing pages at 90%. However, the second most common page type is
conversion-based pages with 73%. Not only do these users engage in optimization practices more often,
they also extend the breadth of their experiments as they test an average of 3 page types and 5 page
elements.

Figure 1.Detailing the number of page types and elements tested, organized by frequency.
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Frequency, Page Type, and Page Elements

mPageType ®PageElements

Occasionally Regularly

Page Typeln aggregate, survey results show that online marketers consistently test a variety of page
types, although one page type stands out from the rest. 83% of survey respondents who currently
engage in optimization testing have experimented with landing pages. This is followed by home pages at
61%, conversion pages at 59% and product pages at 55%. Again, this suggests that A/B and Multivariate
testing is most often used as part of a marketing effort, in order to optimize landing page click through
rates (CTR). As marketers push for campaign and site ROI, we believe that A/B and Multivariate testing
will focus more on conversion and purchase process pages.
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Figurel.4 The chart below details the percentage of survey respondents that test each page

type.
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Page Element®ur results indicate that test designers create experiments with similar page elements,
despite the difference in page type. For example, those testing landing pages are most likely to test calls
to action (85%), copy (81%), and headlines (73%). Similarly, those testing product pages are also most
likely to create different calls to action (88%), copy (82%), and headlines (82%) for their pages.

In summary, the most common page elements tested are calls to action at 80%, copy at 79% and photos
at 72%.

Figure 1.5The chart below shows what page elements survey respondents are currently testing.
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This speaks to a pain point we consistently hear from clients; companies have difficulty coming up with

new creative elements to test. As a result, they test the same page elements over and over, limiting

their ability to drive long term benefits from A/B and Multivariate testing. Over time, these situations

can lead to an unfavorable opinion of A/B and Multivariate testing as the quick wins that were prevalent

in the beginning become less obvious. ¢ K NB dz3 K 2 dzNJ O2yadzZ GAy3a SELISNASYyOS
that companies can continually drive long term value by expanding the testing team to include thought

leaders in adjacent business units. These people provide a different point of view than practitioners

involved in the day-to-day operation of Multivariate testing and can help testing teams re-focus on key

business objectives.
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Similar challenges obstruct practitioners

The 52% of survey respondents who currently engage in A/B or Multivariate testing encountered many

of the same challenges as marketing managers looking to enter the market. However, the opinion of

GKS&aS LINF OGAGA2YSNER KIFa aKAFTGSR atArakdte a GK
struggling with monetization, they are challenged by more tactile problems. This is significant because it
demonstrates the ability to overcome many of the challenges specific to market entry. Those who

currently engage in A/B or Multivariate testing are currently challenged with:

(s}
D+
Q

Complexity.48% of current practitioners face difficulty with the complexity of A/B and Multivariate
testing. We believe this issue is closely associated with the lack of best practices that current
practitioners face (explained below). Whereas the complexity concerning market entry is more general
and in most cases can be solved by additional research and education, complexity from this perspective
is more focused on integration, process, and prioritization as noted by survey respondents.

Lack of Best Practice88% of survey respondents in this segment said that their biggest challenge is
that the industry lacks best practices. Although current practitioners seem less concerned with
monetization, this call for best practices demonstrates their need to mitigate risk. A/B and Multivariate
testing often calls for additional staff and budget, both of which can cause downward pressure from
executives who want to demonstrate positive ROI quickly. In order to do this efficiently, practitioners
are looking for industry best practices as a way to ease fear of the unknown, gaining knowledge through
the experiences of others.

Figurel.6 A chart detailing the biggest challenges faced by current practitioners of A/B and
Multivariate testing.
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Practitioners often use more t han one platform to meet their needs

30% of practitioners use more than one tool to meet their A/B and Multivariate testing needs, the most

common combination oftoolsisD2 2 3t S 2 S6aA (S h LITasvandTagdtpldtfefrR ash Yy A (i dzN
there is approximately 28% overlap between the two tools. This suggests that experienced testing

practitioners are also weighing their options between free and licensed tools. The most common tools

used by those currently involved in A/B and Multivariate testing are:
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Google Website OptimizeA1% of firms currently engaged in A/B or Multivariate testing use Google

Website Optimizer as their testing platform.1 2  SGSNE (K2aS dzaAy3a D223t SQa i
situations that are less complicated, with landing pages accounting for 38% of total use. Other tools tend

to have a more even distribution of page types tested. This, coupled with the fact that many companies

use more than one platform, leads us to believe that Google Website Optimizer is used by many entry

level firms and as a backup for more experienced professionals who use other implementations as their

primary testing tool. Similar trends have developed with Google Analytics, which also appeals to a broad

audience.

Other. Representing 37% of current practitioners , companies that currently use a tool other than the
ones listed in our survey are 46% more likely to consider switching platforms within the next year.
Within this segment, 6 out of every 7 companies are considering Google Website Optimizer as an
option. This suggests that users associate greater value and functionality with more established tools,
but are cautious to incur the upfront purchase costs of a licensed tool. They are looking to move away
from internal solutions and tools that have lesser market recognition. And as third party agencies and
consultants gain a better understanding of the more established tools, practitioners will increase their
ability to work with third parties more efficiently.

Omniture Test and Targe80% of current practitioners use the Omniture Test and Target platform. This

high percentage is likely due to legacy OffermaticaOf A Sy ia | yR hYYyAGdz2NBEQa | oAf Al
other analyticstools.! yf A1 S Sy iNER S@St dzaSNRI G(K2aS di#gAy3d hyYy
use the tool extensively, testing an average of 5.38 page elements. This figure is well above that of the
200FaAz2ylf dzZaSN) 6odnm0 FyR afA3aKGEe Fo2@0S GKFG 27
base considers themselves regular practitioners of A/B and Multivariate testing, more than any other

tool.

Figurel.7 The tools used most often by current A/B and Multivariate testing practitioners.
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Pretest Hypotheses Often Fail

100% of survey respondents admit that their pre test hypotheses are not always correct. While no
surprise, this proves that A/B and Multivariate testing can level the biases of practitioners by confirming
the validity of any combination of page elements, specifically those that were not originally favored by
the teams that created them. This highlights the fact that marketing managers and agencies who do not
currently engage in A/B or Multivariate testing can make invalid assumptions about the preferences of

8
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their customers. This often leads to lower click through and conversion rates as marketing managers
inject their opinions and skew creative output.

When asked how often their testing results conflicted with their pretest hypothesis, users responded:

SometimesThe majority of respondents, 67%, said that the results of theirtests & { 2 Y S (idiffaf S & ¢
from their pretest hypothesis. While we expected the majority of responses would be in this range, we

did not expect that only 55% of this segment would identify themselves as regular users of A/B and
Multivariate testing. It was our assumption that a higher percentage of users in this segment would be
regular testers, drawing on their experience to create more accurate hypotheses. This proves that

regular testers are only slightly more accurate with their pretest hypothesis, despite their expertise.

Most of the Time.27% of current practitioners stated that their pretest hypotheses differ from their

NB adz Gda aY 2 Wiile dyding dedped in theitestB®gEbehavior of this group, we found that

these practitioners test more page types and page elements than the average survey respondent.

Similar to the previous response, this was an unexpected outcome. The fact that these users are testing

more implies that they may be less accurate because they are extending their capabilities more broadly,

creatingY 2 NB 2 LI NIidzyAGASa (2 aFFAfé 6AGK GKSANI KeLRGKk

Figurel.8 A chart detailing the conflict between results and pretest hypotheses.
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A/B and Multivariate Testingis 071 OOE ) 06

A/B and Multivariate testing has a purpose. On the highest level, it is intended to help businesses gain
higher ROI through their online efforts. Although this question is undoubtedly the most subjective
within the survey, we used it in an effort to assess whether or not most practitioners are realizing the
intended value from A/B and Multivariate testing. As it turns out, 91% of survey respondents see
positive ROI through A/B and Multivariate testing. Hard facts like these should help support more
widespread use of testing practices and make them more commonplace.

Current practitioners experienced different levels of return, including:

Negative.Only 2% of survey respondents experienced negative ROI through A/B and Multivariate
testing.
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No ChangeA slightly higher percentage of users, 6%, saw no change in ROI through A/B and
Multivariate testing. With just enough increase in conversion to cover the costs of tools and resources,
these users are likely debating whether or not to continue with their testing practices. There is
opportunity for this segment, however, as they tend to use the practice less broadly than most, only
testing an average of 3 page elements and 2.2 page types.

LiQ&a 2699\ficktrent piadtitioners responded by saying that A/B and Multivariate testing is

G ¢ 2 NIi K R standpdii O6ntrhry to those that experienced little or no change in ROI from

MVT, these users tested an average of 4.15 page elements and 2.46 page types. This data shows that if

those users who currently experience no change through A/B and Multivariate testing were to broaden

their testing practices, they would likely realize higher ROI.

I yQli [AOB8HwZABK2 IZNNB PG LINI OGAGA2YSNER ale GKSe OF
testing. The majority of these users, 54%, are using the Omniture Test & Target platform. This is

significant because it would be much easier to achieve the highest possible ROI through a free tool, like

Google Website Optimizer. However, thedatad dz33Sada GKI G FNBS G22fta A}
R2 y20 LINPOGARS GKS alyYS tS@St 2 AtisidSsibldtNaybechuse f A OS
Google Website Optimizer is a free tool, users do not feel obligated to use it as extensively as a licensed

tool, thereby not earning the same type of return.

a
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Figurel.9 A graph detailing realized ROI by current A/B and MVT practitioners.
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Behavioral Targeting is a small but growing technique

Although the primary focus of this survey was A/B and Multivariate testing, we also wanted to shed light
on an adjacent practice: Behavioral Targeting. Behavioral targeting is a technique by which website
managers are given the ability to serve relevant content, ads, products, and offers to users based on
their previous actions. The technique has been available for a few years, but it has yet to gain much
popularity in the industry.

Of all survey respondents, 19% currently engage in Behavioral Targeting. The majority of users who are
currently engaged in Behavioral Targeting, 96%, are also engaged in A/B or Multivariate testing. This
suggests that Behavioral Targeting practices are used by only the most progressive companies, those
who have likely experienced positive ROI as a result of their testing practices and who are now looking
to further that return through a cutting edge practice.
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Looking to the future, 31% of all survey respondents expect to engage in Behavioral Targeting within the
next year. Although this shift is not as significant as the developing trend in A/B and Multivariate testing,
it still represents a 16% shift from those who do not currently engage in Behavioral Targeting.

Figurel.10A graph detailing the percentage of marketers that currently use Behavioral

Targeting.
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Conclusion

The A/B and Multivariate testing industry is growing rapidly. The tools are becoming more widely known
and the techniques are becoming more easily understood by a broad audience. However, firms will face
significant barriers when entering the market. The biggest opposition will likely come from within
becasue continuous improvement processes require significant changes in web strategy and approach.

That said, the benefits of A/B and Multivariate testing are clear. If your situation truly merits A/B and
Multivariate testing practices, your firm will likely recognize positive ROI as a result of your efforts. This
fact alone will continue push significant movement toward the practice, and it will become even more
common as it appeals to a broader audience, much like traditional web analytics has done in the past.

If you have any questions or comments about the contents of this survey, or would like to speak with us
about our services, please call (206.223.1031), email support@ZeroDashl.com or visit us online at
www.ZeroDashl.com .

About ZeroDash 1

We believe in using data to support, influence and guide web site and marketing engagements to create
efficient, interactive experiences while increasing ROI.

ZeroDash1 was founded to empower marketing professionals. We help our clients measure the digital
impact of marketing initiatives by harnessing datat zeros and ones. Our mission is dedicated to serving
clients to become a strategic analytics partner. We remain flexible in order to keep up with your
changing business needs and we strive to find efficiencies within your analytics processes, taking an
objective view of data in order to provide you with the best recommendations for your business.

ZeroDashl was recently acquired by Ascentium Corporation.
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About Ascentium

As a leading full-service interactive marketing consultancy, Ascentium merges marketing and technology
and prides itself on creating compelling customer experiences that result in measurable return for our
clients. We are passionate about bridging the art of storytelling with the science behind the framework.
We excel at delivering compelling on-brand solutions that demand creative vision, uncompromising
design, and technical excellence.

Visit Ascentium online at www.Ascentium.com.

© 2008 Ascentium Corporation
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