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Special Report:  
Affiliate Marketing 2007 

We’re well into 2007 now, and many of the same issues from recent years still 
hamper the affiliate industry. More merchants worry about “paying twice” for traffic 
stemming from affiliates who use their trademarks at Google, Yahoo!, AOL, etc.  

Problems with malware/adware/spyware and underhanded paid search tactics 
continue to feed merchants’ distrust of affiliate marketing. More than anything, 
though, our survey results reveal that a significant lack of communication still exists 
between the two sides. Everyone wants to make money, but there’s a clash going on 
about the rules of doing it together.  

First, let’s show you the types of affiliates who responded to our survey and growth 
numbers.  
 
Chart 1: Affiliate Types 

 
 
How affiliates self-identify. Mutliple choices allowed. 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 
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Chart 2: Affiliate Program Growth in 2006 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 
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Chart 3: Expected Affiliate Program Growth in 2007  

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

It’s a bit strange for a rapidly maturing investment industry – at more than $6.5 billion 
– to continue to expand. 51% of merchants said their programs grew more than 10% 
last year in member numbers and 41% grew by at least 10 revenue points. Less than 
11% reported decreases in either members or dollars. And more than 60% predicted 
their programs would increase by at least 10% in both categories this year.  

So, let’s take a look at some reasons for their optimism, while hearing analysis, tips 
and predictions from industry experts and key players … 
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Alert #1: How Merchants Track Affiliates  

Chart 4: Affiliate Metrics Tracked by Merchants 

 
 
CLV = customer lifetime value 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

Few would disagree that merchants must track their affiliates as closely as possible to 
most effectively use them. 56% of our respondents say they calculate their overall 
program’s performance by commission level, clicks-per-member and overall site 
conversion.  

But it was a little bit disconcerting to see that many merchants don’t monitor their 
partners’ ROI individually. Only 51% know exactly the conversion rate of each of 
their affiliates. Perhaps the issues are man-hours and/or budgeting, but one would 
think that this number might be higher if you wanted to maximize sales and weed out 
non-performers.  

 



MarketingSherpa Special Report: Affiliate Marketing 2007 

 

5 
© Copyright 2002-2007 MarketingSherpa Inc. It is forbidden to copy this report in any manner.  

For permissions contact service@sherpastore.com. For more copies, go to http://www.SherpaStore.com  

 

Alert #2. Bottom-Line Commissions  
 

Chart 5: Compensation Models Offered by Merchants 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

It must still make sense for a few merchants to pay per click because 6% are offering 
PPC to affiliates, while 3% will even pay for impressions. Of course, this leads us to 
the overwhelmingly more-sensible flipside: 67% of the respondents said pay-per-sale 
was the only deal they offered. 

Furthermore, while 22% offer pay-per-lead/acquisition, 43% do not put forth that 
option. In short, merchants demand dollar-based results, and this trend will likely gain 
even more steam. All’s fair in love and marketing, though, because affiliates rated 
commission structure as the No. 1 consideration they use in placing merchant offers, 
as seen on the chart on the next page. 
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Chart 6: Affiliates Rate Factors in Placing Merchant Offers/Products 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

“A lot of people say affiliate marketing is all about relationships – maybe it is really 
all about money,” quips Shawn Collins, president of Shawn Collins Consulting. “That 
can be a short-sighted view. I think it’s important to remember that there are actual 
people on the other side that need to promote you.”  
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Chart 7: Percentage of Merchant Revenue Coming from Affiliates 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

In an adjacent question, it was surprising to see that the average B-to-B respondent 
said 10.2% of his or her total revenue was derived from affiliates, while B-to-C 
merchants reported lower numbers at 8.7% on average. We would have guessed those 
results to be reversed. Meanwhile, top performances from both sectors were in the 
20% range, which underscores this medium’s potential. 
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Alert #3. Wanted: High-Quality Affiliates 
 

Chart 8: Challenges in Affiliate Marketing – Merchant’s Perspective 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

On a 4-point scale, merchant frustration concerning the recruitment of high-quality 
affiliates rattled Sherpa’s seismograph at 3.3 – which was almost twice as high as the 
second-place worry of competing with affiliates for search terms (1.7).  

“I can empathize with those merchants who answered strongly about recruiting good 
affiliates,” says Lisa Papageras, Ecommerce Manager, Universal Screen Arts Inc., 
which houses four gift-niche etail brands. “For instance, after signing up with a list 
broker, if you do not scan each and every one of the pages from the sites [that ping 
you] for vulgar or unprofessional material, you run the risk of including someone who 
could damage your brand.” 

In the same section of the questionnaire, while connecting affiliate email practices to 
the merchant’s fluid email reputation was a more minor but relevant concern, 
monitoring affiliate fraud drew a 1.5 rating.  

“I think spyware and malware are still problems, as is getting your affiliates to play 
fair in general,” Papageras says.  



MarketingSherpa Special Report: Affiliate Marketing 2007 

 

9 
© Copyright 2002-2007 MarketingSherpa Inc. It is forbidden to copy this report in any manner.  

For permissions contact service@sherpastore.com. For more copies, go to http://www.SherpaStore.com  

 

Alert #4. Disconnect Between Merchants  
and Affiliates  
 

Chart 9: Tools for Affiliate Communication – What Merchants Offer Vs. What 

Affiliates Want 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

It appears that affiliates are having a hard time synching their Web 2.0 wants and 
needs with the merchants already offering them (and vice-versa). 43% of the affiliates 
said that providing a private Web site with info/tools “should be a high priority” for 
merchants. Interestingly, 36% of the merchants said they were already doing just that.  

For questions to affiliates about blogs, discussion forums, video and RSS feeds, each 
was knee-deep in “should be a high priority” responses, garnering at least 20%. 
Conversely, 11% of the merchants said they were already providing video to their 
affiliate sites, and the same number said adding info-blogs for new affiliates was a 
high priority for the future. So, Web 2.0 appears to be a potentially rapidly growing 
area of the affiliate/merchant conversation.  

“A lot more merchants are using blogging and open-architecture communities to 
regularly communicate with affiliates,” says TenGoldenRules.com President Jay 
Berkowitz. “The forums can effectively help promote campaigns while [optimizing] 
relationships. High-level communication between the parties can drive success.” 
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Chart 10: Affiliates Rate Merchant Communications 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

Indeed, 37% of the affiliates said that merchants don’t communicate often enough but 
that when they do it’s helpful.  
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Alert #5. Loosening the screws on 
trademarks? 
 

Chart 11: Changes in Trademark Bidding Policies 2006-2007  

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

Going in, we thought we might see merchants getting stingier with the use of their 
trademarks in keyword campaigns, but we were off. In some ways, they are becoming 
more lenient.  

34% of the merchants said they allowed no use of their trademarks, which was 
actually down 7 points from our last survey. There was also a 10% decrease in the 
number of merchants (39% this year) who said they gave their affiliates free reign.  

At the same time, 36% said they placed some limitations on trademark bids – which 
was a 16-point climb when compared to 2006. In other words, many merchants who 
put up no-entry signs last year are now willing to guard the door and let the right folks 
in, as long as they play by some rules.  
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Chart 12: TM Bidding Policies B-to-B vs. B-to-C 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

On the other hand, B-to-C merchants are much more likely to restrict trademark usage 
than B-to-Bs. Twice as many B-to-C marketers don’t allow use of their trademarks, 
and 41% of the B-to-B crowd said they gave free reign – which was 15 points higher 
than B-to-C.  

“I think it might show that the B-to-B merchants are still growing in sophistication 
when compared to B-to-C,” says Jeff Molander, Principal, The Partner Maker LLC. 
“But the differences [in stance] between the two sectors is natural. While affiliate 
marketing exists for both, it wasn’t built for B-to-Bs the way it was for B-to-Cs. 
Consumer use of search is a huge part of the reason.” 
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Alert #6. Talking TM with Affiliates 
 

Chart 13: Affiliates’ Willingness to Work with Restrictive Merchants 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

Guess what? Affiliates don’t like restrictions. 53% said they would “definitely not” 
work with a merchant who restricted all email activities, and 47% polled said the 
same about all paid search activities being limited.  

But the positive news here is that they sound ready to meet halfway on the specific 
issue of trademarks. For instance, 52% said it depends on the specifics of the offer, 
while 21% said they would “definitely not” agree to have trademarks and other top 
terms completely restricted.  

So, the majority sounds willing to negotiate about how they get to use a merchant’s 
brand terms.  
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Alert #7. Affiliates Stake Claim to 2.0 
 

Chart 14: Affiliate Site Marketing Tactics 

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

Affiliates appear to be keeping pace with the rest of the emarketing scene when it 
comes to applications. 74% have an opt-in email program in place, while 68% 
regularly employ Web analytics on their sites.  

But, hold on, the results get more interesting. 17% said they currently have onsite 
video content. And 47% said they already have a blog, while 31% said getting one 
was a high priority. So, in the near future, will we see more than three-fourths of 
affiliates with their own blogs? 

“I am floored by those numbers,” Molander says. “I am just going to say that those 
responses sound like some wishful thinking.” So, has the topic of blogging become so 
big that some respondents may be too embarrassed to admit to not having one? “Uh, 
yes,” he responds with a chuckle.  

Even if this is the case, the survey tells us that blogging has penetrated not only deep 
into the marketplace, but also into the affiliate psyche. Blogs may morph or evolve 
into “Something Else Web 3.0,” but they certainly are not going to disappear as fast 
as they came.  



MarketingSherpa Special Report: Affiliate Marketing 2007 

 

15 
© Copyright 2002-2007 MarketingSherpa Inc. It is forbidden to copy this report in any manner.  

For permissions contact service@sherpastore.com. For more copies, go to http://www.SherpaStore.com  

 

Alert #8. Affiliate Vets Vs. Newbies  
 

Chart 15: Experience Pays – Affiliate Revenues Compared  

 
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

It should startle no one that newer affiliates have a hard time keeping up with the 
more-seasoned ones. Once again, “stick-with-it-ness” pays off in the affiliate world. 
Affiliates with three or more years of experience are averaging $54,975 in annual 
revenue compared to $34,612 for those with two years or less.  

And, of course, affiliates with less than two years under their belts are far less open to 
merchants’ restrictions. 61% of the newer players said they wouldn’t work with 
merchants if all email were restricted, compared to 40% for the three-years-and-more 
set, as seen in the chart on the next page. 
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Chart 16: New Affiliates Are Less Open to Regulation 

  
 
MarketingSherpa’s 2007 Affiliate Marketing Survey was fielded on Feb. 22 to select MarketingSherpa member lists. It 
closed on Feb. 26 with 625 completed surveys: 329 from merchants with affiliate programs and 296 from affiliate 
marketers. 

 “This is the kind of industry that revels in the unshaven, unkempt, ‘I-am-going-to-do-
this-in-my-underwear-living-the-American-dream’ type of mentality with the newer 
affiliates,” Molander says. “With the older affiliates, they realize that if they are going 
to work with Eddie Bauer, they are going to have to put on a suit and tie and give a 
presentation. They don’t expect to get the keys to the shop right away.” 
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Want to Raise Affiliate Revenue?  
Five Tips for 2007  

By now, you probably have had enough data to chew on. Fortunately, we have 
consultant Linda Woods, President, PartnerCentric, who has guided affiliate strategies 
for many top brands, to give us her advice on growing your channel in 2007. Her five 
recommended tactics: 

Tactic #1. Hey, it's not always about more money when it comes to the needs of your 
top-performing affiliates. Technical tools, search box creatives, personalized landing 
pages for their visitors on your site, consumer contests or giveaways, custom content, 
better datafeeds, more timely and/or frequent coupons and exclusive offers can all be 
important. These are your marketing partners, so give them the best you have. 

Tactic #2. Prepare and offer good content to affiliates. Better descriptions, articles, 
how-to’s, top tips and new designers and models are all content that can be used by 
affiliates to improve their sites. Be aware that these aspects have to be shrewdly 
managed so that you don't run into duplicate content issues with Google. But, most 
merchants have tons of content that no one is using – so dole it out! 

Tactic #3. Get your datafeed clean and optimized. Most merchants have product 
catalogs housed in datafeeds. The best affiliates use these datafeeds on their sites to 
bring the “Buy” option a step closer to the buyer. But if wrong colors, missing 
photographs and out-of-stock items all appear on affiliate sites, they give buyers an 
ugly impression of the merchant’s products, as well as a poor clickthrough rate. Add 
additional fields, such as, “Under $50,” “Top Sellers” or “Closeouts.” These are all 
hot on affiliate sites. 

Tactic #4. Let affiliates do your paid search. While you can still control your 
trademark and a handful of top keywords, as well as enforce that affiliates not outbid 
you on certain terms, you can open up the rest of your keywords to top search 
affiliates. These guys typically are much better at it than the average overworked paid 
search manager, and they optimize on best keywords for the highest-possible 
conversion. If they don’t do well at it, you don’t pay and they lose money. How 
perfect is that? With search budgets exploding, it makes sense to see if your ROI is 
stronger by paying a commission on sales to affiliates who are delivering strong 
conversions, rather than paying Google/Yahoo! per click. At least test it. 

Tactic #5. Treat them well. Have a contest. For performers who win, bring them to 
your city for a weekend, meet your staff, see your offices and spend a couple of nights 
and dinners on you. This creates loyalty and relationships. Or, invite 10 or 15 to your 
office for either a site rollout, the debut of a product line or the unveiling of a cool 
marketing campaign. If they’re excited about your company, you can bet that they 
will promote you harder and more reliably. 
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Useful links related to this story: 
 
Special Report: Affiliate Marketing 2005 -- Do Merchants & Affiliates Have 
Unrealistic Expectations? 
http://www.marketingsherpa.com/article.php?ident=23791 
 
Our favorite group blog on affiliate marketing with the top affiliate marketing experts 
sharing and analyzing news: 
http://www.revenews.com 
 
The Partner Maker LLC:  
http://www.thepartnermaker.com  
 
PartnerCentric - online partnership management services: 
http://www.partnercentric.com/ 
 
PartnerCentric’s blog: 
http://www.partnercentric.com/blog/  
 
Shawn Collins Consulting - expert manager of affiliate strategy: 
http://www.shawncollinsconsulting.com 
 
Shawn Collins’ blog:  
http://www.affiliatetip.com/WPBlog/  
 
TenGoldenRules.com - B-to-B Internet marketing agency: 
http://www.tengoldenrules.com  
 
TenGoldenRule’s blog:  
http://tengoldenrulesblog.blogspot.com/  
 
Universal Screen Arts Inc.’s four etail brands: 
http://www.artandartifact.com  

http://www.signals.com  

http://www.thewirelesscatalog.com  

http://www.whatonearthcatalog.com  

 




