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Praise for Web Analytics 2.0 

When it comes to the digital marketing channels and understanding what and why people do things online, there is no one smarter than Avinash Kaushik. His first book, Web Analytics: An Hour a Day, should be on every marketer’s desk. Now, with Web Analytics 2.0, there’s a worthy accompaniment. When people ask, ‘Who is the smartest guy in the room when it comes to online marketing?’ only one name comes to mind: Avinash. I’d tell you to buy this book, but I would prefer if you didn’t. I’d love to keep these concepts and theories all to myself and my clients. Yes, it’s that powerful, awesome, and actionable.

—Mitch Joel, president of Twist Image and author of Six Pixels of Separation

Analytics is vitally important, and no one (no one) explains it more elegantly, more simply, or more powerfully than Avinash Kaushik. Consider buying up all the copies of this book before your competition gets a copy.

—Seth Godin, author, Tribes 

Lots of companies have spent lots of time and money collecting data—and sadly do little with it. In Web Analytics 2.0, Avinash Kaushik helps us grasp the importance of this underused resource and shows us how to make the most of online data and experimentation.

—Dan Ariely, professor of Behavioral Economics, Duke University and author of Predictably Irrational

Kaushik takes the witchcraft out of analytics. If venture capitalists read this book, they would fire half of the CEOs that they’ve funded.

—Guy Kawasaki, co-founder of Alltop & Garage Technology Ventures
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Dear Reader,

Thank you for choosing Web Analytics 2.0: The Art of Online Accountability & Science of Customer Centricity. This book is part of a family of premium-quality Sybex books, all of which are written by outstanding authors who combine practical experience with a gift for teaching.

Sybex was founded in 1976. More than 30 years later, we’re still committed to producing consistently exceptional books. With each of our titles we’re working hard to set a new standard for the industry. From the paper we print on to the authors we work with, our goal is to bring you the best books available.

I hope you see all that reflected in these pages. I’d be very interested to hear your comments and get your feedback on how we’re doing. Feel free to let me know what you think about this or any other Sybex book by sending me an email at nedde@wiley.com, or if you think you’ve found a technical error in this book, please visit http://sybex.custhelp.com. Customer feedback is critical to our efforts at Sybex. 

Best regards,
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Neil Edde

Vice President and Publisher

Sybex, an Imprint of Wiley
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Introduction

I have a simple, if lofty, goal with this book: to change how the world makes decisions when it comes to online. 

For far too long our online efforts have accurately been classified as faith-based initiatives. And why not? That’s exactly how we made decisions for our offline efforts, and when we moved online, we duplicated those practices. But online, in the glorious beautiful world of the Web, we do not have to rely on faith. 

We live in the most data-rich environment on the planet—an environment where numbers, data, math, and analysis should be the foundation of our decisions. We can use data to determine how to market effectively, how to truly connect with our audiences, how to improve the customer experience on our sites, how to invest our meager resources, and how to improve our return on investment, be it getting donations, increasing revenue, or winning elections!

You have a God-given right to be data driven, and this book will show you how to exercise that right.

Web Analytics 2.0 is a framework that redefines what data means online. Web Analytics2.0 is not simply about the clicks that you collect from your website using analytics tools like Google Analytics, Omniture, or XiTi. Web Analytics 2.0 is about pouring your heart into understanding the impact and economic value of your website by doing rigorous outcomes analysis. It is about expressing your love for the principles of customer centricity by embracing voice-of-customer initiatives and, my absolute favorite, learning to fail faster by leveraging the power of experimentation. It is also—and this is so cool—about breaking free from your data silos by using competitive intelligence data to truly understand the strengths and weaknesses of your competitors. 

This book answers four existential questions: what, how much, why, and what else.


The Second Little Book That Could

Like my first book, 100 percent of my proceeds from this book will be donated to two charities.

The Smile Train does cleft lip and palate surgery in 63 of the world’s poorest countries. They help do more than give the smile back to a child. Their efforts eliminate a condition that can have deep physical and long-term emotional implications for a child.

Ekal Vidyalaya initiates, supports, and runs nonformal one-teacher schools in the most rural parts of India. By locating their schools in remote areas neglected by the government and development agencies, they help eradicate illiteracy and open new paths for children.

By buying this book, you will elevate your knowledge and expertise about web analytics, but you are also helping me support two causes that are near and dear to my heart. When it comes to helping those in need, every little bit counts. Thank you.



The Awesome World of Data-Driven Decision Making

The offline world is not going anywhere. But the Web is becoming central to every aspect of our existence. It does not matter if you are a small-business owner, a politician, a mom, a student, an activist, a worker bee, or just one of 7 billion Homo sapiens on this planet. It does not matter if you live in Athens, Antananarivo, Abu Dhabi, or Albuquerque. 

We have access to multiple data sources (quantitative, qualitative, and competitive). We have access to an abundance of free tools that we can use to ensure our web decisions, from the tactical to the strategic, are informed by data. Those decisions may range from what content should go on which page, to how to purchase the right set of keywords for our search marketing campaigns, to how to find the audience with the perfect demographic and psychographic profile for our business, to how to delight visitors when they get to our website.

I have compared web analytics to Angelina Jolie; that comparison should suggest how sexy it is, how powerful it is, and what a force for good I think it is. By the time you are halfway through this book I am positive you’ll agree with me.

What’s Inside the Book?

This book builds on the foundation laid by my first book, Web Analytics: An Hour a Day. I am not going to beat around the bush; Chapter 1 starts with a bang by introducing you to the Web Analytics 2.0 framework. That is followed immediately by a strong case for why the multiplicity mental model is mandatory for success with tools. We go from 0 to 60 in 13 pages!

Picking the right set of tools might be just as important as picking your friends: pick the wrong one, and it might take a long time to recover. With Chapter 2, I walk you through a process of self-reflection that will empower you to choose the right set of web analytics tools for your company. You’ll also learn questions you can ask tool vendors (why not stress them a bit?), the approach for choosing your vendor, and finally how to optimally negotiate your contract (stress them again!). 

Chapters 3 and 4 cover the awesome world of traditional web analytics, clickstream analysis. In Chapter 3, using eight specific metrics, you’ll learn the intricate nuances that go into modern metrics: what you should look for, what you should avoid, and how to ensure that your company has chosen the right set of metrics. You’ll also learn my favorite technique for diagnosing the root cause behind poor performance.

Chapter 4 picks up the story and gently walks you through a primer on web analytics that will empower you to move very quickly from data to action on your website. I’ll then explore foundational analytical strategies followed by six specific analyses for your daily life. In every section you’ll learn how to kick things up a notch or two above average expectations. This chapter closes with a reality check on five key web analytics challenges (you are not going to want to miss this!).

Chapter 5 will be your best friend because it covers the single biggest reason for the existence of your websites: outcomes. That is, conversions, revenue, customer satisfaction, visitor loyalty, and more. You’ll learn the value of focusing on micro conversions (a must do!). At the end of the chapter, I offer two specific sets of recommendations on how to measure outcomes on non-ecommerce and B2B websites.

In Chapter 6, the Web Analytics 2.0 fun really starts because I cover the wonderful world of customer centricity: listening to customers and doing so at scale. You’ll learn to leverage lab usability, surveys, and other user-centric design methodologies. Finally, I give an outline of exciting techniques on the horizon—techniques that will dramatically change how you think of leveraging voice of customer.

Chapter 7 covers experimentation and testing. If you have ever read my blog or heard me speak, you’ll know how absolutely liberating it is that the Web allows us to fail faster, frequently, and get smarter every single day. You’ll learn about A/B and multivariate testing, but I think you’ll remember this book the most for teaching you about the power of controlled experiments (finally you can answer the hardest questions you’ll ever face!).

Chapter 8 will help you come to grips with competitive intelligence analysis. Like the rest of this book, this chapter is not about teaching you how to use one tool or the other. No sirree, Bob! You’ll learn how to dig under the covers and understand how data is captured and why with competitive intelligence more than anywhere else the principle of garbage in, garbage out applies. By the time you finish this chapter, you’ll know how to analyze the website traffic of your competitors, use search data to measure brand and identify new opportunities, zero in on the audiences relevant for your campaign or business, and benchmark yourself against your competitors.

Chapter 9 will clarify how to measure the new and evolving fields of mobile analytics; you’ll see why measuring blogs is not like measuring websites and how to measure the success of your efforts on social channels such as Twitter. You’ll start by learning about the fundamental challenges that the social Web presents for measurement. 

Chapter 10 starts the process of truly converting you to an analysis ninja. I cover the hidden rules of the game, issues to be careful about, tasks to do more, and why some approaches work and others don’t. You’ll want to read the end of this chapter to learn why revolutions in web data fail miserably and evolution works magnificently. Oh, and as you might expect, I offer a very specific recommended path to nirvana!

Chapter 11 is about analytical techniques—the key weapons that you’ll need in your arsenal as you head off to conquer the data world. You’ll get to know context, comparisons, “what’s changed,” latent conversions, the head and tail of search, and really, really advanced paid search analysis. Oh my.

Chapter 12 contains material that will be worth multiple times the price of this book. It tackles the hardest, baddest, meanest web data challenges on the planet today: multitouch campaign attribution analysis and multichannel analytics. There’s no dancing around here, just practical actionable solutions you can implement right now, today. Don’t do anything in web analytics until you have read this chapter.

Chapter 13 was one of the most fun chapters for me to write. Web Analytics 2.0 is about people (not surprising coming from the creator of the 10/90 rule for magnificent success). Regardless of your role in the data world, this chapter includes guidance on how to plan your career to ensure maximum success. I offer best practices for keeping your knowledge current, but I don’t stop there; I suggest ways to move to the bleeding edge. The chapter closes with advice for managers and directors about how to identify the right talent, nurture them, and set them up for success.

Chapter 14 collects all my experience and research in this nascent field and shares recommendations for tackling the one task that will make or break your success: creating a data-driven culture. I recommend approaches on how to present data, how to excite people, how to use metric definitions to influence behavioral change in your organization, and how to create a truly data-driven boss (yea!) and finally strategies for getting budget and support for your analytical program and people.

Does that sound exciting? Oh, it’s so much fun!

Valuable Multimedia Content on the CD

The podcasts, videos, and resources on the CD extend the content in the book by making concepts easier to understand and offering additional guidance and instruction not in the book. For more information, see the book’s appendix—or better yet, fire up the disc and start exploring.

Request for Feedback

I love preaching about the value of customer data, and I love practicing that mantra as well. I want to hear your thoughts about this book. What was the one thing you found to be of most value in the book? What was the biggest surprise? What was the one big thing you implemented and won praise for? What is one thing I should have done differently? What was the biggest missing piece?

You can email me at feedback@webanalytics20.com.

I’ll learn from every bit of feedback, and I promise to reply to each and every person who writes to me. Please share your experience, critiques, and kudos.

One more fun thing: for my first book I requested readers to send me a picture with the book (of people, places, babies, buildings, and so on). That led to the wonderful collection of pictures you’ll see here: http://zqi.me/wapeople. It makes the world a bit closer and more real.

I would love to get a picture of you or your hometown or your pet with this book. Please email it to me at feedback@webanalytics20.com.

Thank you.

The Beginning

I am sure you can tell that I had a ton of fun writing this book. I really, really did. I am confident that you’ll have just as much fun reading it, learning from it, and changing the world one insightful analysis at a time.

Let’s go!





Chapter 1: The Bold New World of Web Analytics 2.0

For years it has been clear that web analytics holds the promise to truly revolutionize how business is done on the Web. And why not? You can track every click of every person on your site. How can that not be actionable? Unfortunately, the revolution has not quite panned out. The root cause is that analysts and marketers have taken a very limited view of data on the Web and have restricted it just to clickstream data. In this chapter, I make the case for why you need to drastically rethink what it means to use data on the Web. The Web Analytics 2.0 strategy adapts to the evolution of the Web and dramatically expands the types of data available to help you achieve your strategic business objectives.

Chapter Contents


	State of the Analytics Union

	State of the Industry

	Rethinking Web Analytics: Meet Web Analytics 2.0

	Change: Yes We Can!



State of the Analytics Union

Let’s start with a tale about the paradox of data. Professionally speaking, I grew up in the world of data warehousing and business intelligence (BI). I worked with massive amounts of enterprise data; multiterabytes; and sophisticated extract, transform, and load (ETL) middle layers—all fronted by complex business intelligence tools from companies such as MicroStrategy, Business Objects, and SAS. Although the whole operation was quite sophisticated and cool, the data set wasn’t really that complex. Sure, we stored customer names and addresses, products purchased, and calls made, along with company metadata and prices. But not much data was involved. As a result, we made lots of great decisions for the company as we valiantly went to battle for insights.

But the lack of breadth and depth of data meant that often, and I say this only partly in jest, we could blame incompetence on the lack of sufficient types of data. So, we always had a get-out-of-jail-free card, something like, “Gosh darn it. If I knew our customers’ underwear sizes, I could correlate that to their magazine subscriptions, and then we would know how to better sell them lightweight laptops.”

I know, it sounds preposterous. But it really isn’t.

With that context, you’ll appreciate why I was ecstatic about the world of web analytics. Data, glorious data all around! Depth and breadth and length. Consider this: Yahoo! Web Analytics is a 100 percent free tool. It has approximately 110 standard reports, each with anywhere from 3 to 6 metrics each. That number of 110 excludes the ability to create custom reports covering even more metrics than God really intended humanity to have.

But after a few weeks in this world, I was shocked that even with all this data I was no closer to identifying actionable insights about how to improve our website or connect with our customers. 

That’s the paradox of data: a lack of it means you cannot make complete decisions, but even with a lot of data, you still get an infinitesimally small number of insights.

For the Web, the paradox of data is a lesson in humility: yes, there is a lot of data, but there are fundamental barriers to making intelligent decisions. The realization felt like such a letdown, especially for someone who had spent the prior seven years on the quest for more data.

But that’s what this book’s about: shedding old mental models and thinking differently about making decisions on the Web, realizing data is not the problem and that people might be, and focusing less on accuracy and more on precision. We will internalize the idea that the Web is an exquisitely unique animal, like nothing else out there at the moment, and it requires its own exquisitely unique approach to decision making. That’s Web Analytics 2.0.

Before we go any further, let’s first reflect on where we are as an industry today.

State of the Industry

As I reflect upon where we are today, I see a lot that has not changed from the very early days of web analytics—all of about 15 years ago. The landscape is dominated by tools that primarily use data collected by web logs or JavaScript tags. Most companies use tools from Google Analytics, Omniture Site Catalyst, Webtrends, Clicktracks, or Xiti to understand what’s happening on their websites. 

However, one of the biggest changes in recent years was the introduction of a free robust web analytics tool, Google Analytics. Web analytics had been mostly the purview of the rich (translation: big companies that could afford to pay). Sure, a few free web log–based solutions existed, but they were hard to implement and needed a good deal of IT caring and feeding, presenting a high barrier to entry for most businesses. 

Google Analytics’ biggest impact was to create a massive data democracy. Anyone could quickly add a few lines of JavaScript code to the footer file on their website and possess an easy-to-use reporting tool. The number of people focusing on web analytics in the world went from a few thousand to hundreds of thousands very quickly, and it’s still growing. 

This process was only accelerated by Yahoo!’s acquisition of IndexTools in mid-2008. Yahoo! took a commercial enterprise web analytics tool, cleverly rebranded it as Yahoo! Web Analytics, and released it into the wild for free (at this time only to Yahoo! customers).

Other free tools also arrived, including small innovators such as Crazy Egg, free open source tools such as Piwik and Open Web Analytics, or niche tools such as MochiBot to track your Flash files. Some very affordable tools also entered the market, such as the very pretty and focused Mint, which costs just $30 and uses your web logs to report data.

A search on Google today for free web analytics tools results in 49 million results, a testament to the popularity of all these types of tools. All these free tools have put the squeeze on the commercial web analytics vendors, pushing them to become better and more differentiated. Some have struggled to keep up, a few have gone under, but those that remain today have become more sophisticated or offer a multitude of associative solutions.

Omniture is a good example of a competitive vendor. SiteCatalyst, its flagship web analytics tool, is now just one of its core offerings. Omniture now also provides Test&Target, which is a multivariate testing and behavior targeting solution, and the company entered the search bid management and optimization business with SearchCenter. It also offers website surveys, and it can now power ecommerce services through its acquisition of Mercado. Pretty soon Omniture will be able to wake you up with a gentle tap and help you into your work clothes! As a result of this competitive strategy, Omniture has done very well for itself and its shareholders thus far.

Beyond web analytics, I am personally gratified to see so many other tools that exploit the Trinity strategy of Experience, Behavior, and Outcomes, which I presented in my first book, Web Analytics: An Hour a Day (Sybex, 2007). 

We can now move beyond the limits of measuring Outcomes from web analytics tools, or conversions, to measuring more robust Outcomes, say our social media efforts. Obvious examples of this are using FeedBurner to measure Outcomes from blogs and using the diverse ecosystem of tools for Twitter to measure the success of your happy tweeting existence. We are inching—OK, scraping—closer toward the Holy Grail of integrated online and offline Outcomes measurement.

The Behavior element of the strategy has not been neglected either. Inexpensive online tools allow you to do card sorts (an expensive option offline) to get rapid customer input into redesigns on your websites’ information architecture (IA). A huge number of free survey tools are now available; allow me to selfishly highlight 4Q, which is a free on-exit survey from iPerceptions that was based on one of my blog posts (“The Three Greatest Survey Questions Ever”; http://zqi.me/ak3gsq). 

Then there is the adorable world of competitive intelligence. It did not have an official place in the Trinity strategy (though it was covered in Web Analytics: An Hour A Day) because of the limited (and expensive) options in the market at that time. We have had a massive explosion in this area in the past two years with tools that can transform your business, such as Compete, Google’s Ad Planner and Insights for Search, Quantcast...and I am just scratching the surface.

Reflecting on the early days of web analytics, I am very excited about the progress the industry has made since the publication of my last book a couple years ago. 

I am confident massive glory awaits the marketer, analyst, site owner, or CEO who can harness the power of these free or commercial tools to understand customer experience and competitive opportunities.

Rethinking Web Analytics: Meet Web Analytics 2.0

Remember the paradox of data? Just a few pages ago? So much data, so few insights. That paradox led me to create the Trinity strategy for web analytics when I was working at Intuit, and it has now led me to introduce Web Analytics 2.0. 

Most businesses that focus on web analytics (and sadly there are still not enough of them) think of analytics simply as the art of collecting and analyzing clickstream data, data from Yahoo! Web Analytics, Omniture, or Mint.

This is a good start. But very quickly a realization dawns, as illustrated in Figure 1-1.

The big circle is the amount of data you have. Lots! After a few months, though, you realize the zit at the bottom of the circle is the amount of actionable insight you get from that data. Why?


Figure 1-1: The old paradigm of Web Analytics 1.0
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You have so little actionable insight because clickstream data is great at the what, but not at the why. That is one of the limits of clickstream data. We know every click that everyone ever makes and more. We have the what: What pages did people view on our website? What products did people purchase? What was the average time spent? What sources did they come from? What keywords or campaigns produced clicks? What this, and what that, and what not?

All this what data is missing the why. It’s important to know what happened, but it is even more critical to know why people do the things they do on your site. This was the prime motivation behind my redefinition of web analytics. For thorough web analytics, we need to include not just the why but also key questions that can help us make intelligent decisions about our web presence.

Web Analytics 2.0 is: 


the analysis of qualitative and quantitative data from your website and the competition,

to drive a continual improvement of the online experience that your customers, and potential customers have,

which translates into your desired outcomes (online and offline).



This definition is specific, it’s modern, and it results in rethinking how to identify actionable insights. Figure 1-2 illustrates Web Analytics 2.0. 


Figure 1-2: The updated paradigm of Web Analytics 2.0
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With this definition, I wanted to expand the questions that could be answered by redefining what it meant to do web analytics, what sources an analyst or online marketer would access, and what tools would be put to use. 

Clickstream answers the what. Multiple Outcomes Analysis answers the how much; Experimentation and Testing help explain the why (albeit analytically, Voice of Customer also contributes to the why), this time with direct customer input; and lastly Competitive Intelligence answers the what else, which is perhaps the most underappreciated data on the Web. 

Figure 1-3 outlines how each of these four important questions map into each source of data/element of the Web Analytics 2.0 strategy.

Ain’t that sweet? Now let’s look at each element briefly; I will cover them in more detail in the upcoming chapters of the book.


Figure 1-3: Key questions associated with Web Analytics 2.0
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The What: Clickstream

The what of Clickstream is straightforward. If you have a web analytics solution hosted in-house, then the what is collecting, storing, processing, and analyzing your website’s click-level data. If, like most people, you have a web analytics solution hosted externally or hosted by a vendor, then the what is simply collecting and analyzing the click-level data.

Click-level data is data you get from Webtrends, Google Analytics, and other Clickstream tools. You will have a lot of data—in the order of gigabytes in a few months and more if you store history.

Clickstream is also foundational data; it helps you measure pages and campaigns and helps you analyze all kinds of site behavior: Visits, Visitors, Time on Site, Page Views, Bounce Rate, Sources, and more.

The How Much: Multiple Outcomes Analysis

If you have heard me speak at a conference, you have heard this story. At my first web analytics job, the company was using Webtrends (a wonderful robust tool). I was new. I asked a lot of questions about the use of data and the 200 Webtrends reports that were being produced. At the end of two weeks, I turned off Webtrends. 

For three weeks, not a single human being called about their missing 200 reports. 200! In a multibillion-dollar company!

After some reflection, I realized the root cause of this “unmissing” data was that none of these 200 reports focused on measuring Outcomes. A million visits to the site. So what? What were the Outcomes for the company? For the marketer? 

Focusing deeply and specifically on measuring Outcomes means connecting customer behavior to the bottom line of the company. The most impactful thing you will do with web analytics is to tie Outcomes to profits and to the bonuses of your report recipients.

A website attempts to deliver just three types of Outcomes:


	Increase revenue.

	Reduce cost.

	Improve customer satisfaction/loyalty.



That’s it. Three simple things.

Everything you do on your website needs to deliver against these three Outcomes, regardless of whether your website is for ecommerce, tech support, social media, or just general propaganda. You’ll use your Clickstream tools, you’ll use your enterprise resource planning (ERP) systems, you’ll use surveys, you’ll use Technorati, and more. 

If you want the love of your senior management, you need to focus on Multiple Outcomes Analysis.

The Why: Experimentation and Testing

I believe that most websites suck because HiPPOs create them. HiPPO is an acronym for the “Highest Paid Person’s Opinion.”

You know how it goes. Someone presents a great idea, but the HiPPO decides what actually happens. If she or he wants the dancing monkey on the home page, well, then the dancing monkey goes on the home page.

The reality is that usually the HiPPO is 10 steps removed from the site, has never visited a Wal-Mart, and is too close to the business. The HiPPO is a poor stand-in for what customers want.

By leveraging the power of Experimentation and Testing tools such as the free Google Website Optimizer or commercial tools such as Omniture’s Test&Target, Autonomy’s Optimost, or SiteSpect, you can change your strategy. Rather than launching a site with one idea (the HiPPO’s idea, of course), you can run experiments live on your site with various ideas and let your customers tell you what works best. So sweet. I call it the “revenge of the customers!”

There is a powerful hidden reason to be best friends forever (BFF) with your testing tool: you fail faster. It is very expensive to fail in all other channels, such as TV, radio, magazines, or big stores. But failing online is cheap and fast. 

Consider launching a new product on Walmart.com vs. a Wal-Mart store. For example, why not launch a new product on Walmart.com first rather than at a Wal-Mart store and see how it does? Why not experiment with a few different promotional offers via email or search ads before you finalize your strategy and launch it using print, catalog, or TV ads? In each scenario you can take a bigger risk, launch faster, fail or succeed significantly faster online!

That is a massive strategic advantage. It is also the reason I am fond of saying “Experiment or die.”

The Why: Voice of Customer 

For me, a mechanical engineer with an MBA, the why—or the power and value of qualitative data—was a tough lesson. Consider this simple question: can you look at the Top Pages Viewed report from your web analytics tool and for your site—say, www.zappos.com—and understand the content visitors were most interested in? 

How would you know which of the top pages visitors actually wanted to see? Maybe they could not find the pages because of a missing internal site search engine or the broken navigation on your site? You have no idea. Your web analytics tool can report only what it can record. What your customers wanted but did not see was not recorded.

That’s why Voice of Customer (VOC) is so important. Through surveys, lab usability testing, remote usability testing, card sorts, and more, you can get direct feedback from customers on your website or from your target customer base.

I have had so many “aha” moments reading open-text VOC from website surveys. “Oh, this is why they abandoned” or “Darn, that’s why no one is buying this product” or, usually, “Why was something so obvious hidden from us?”

If you marry the what with the why, you’ll have a lifetime of happiness. I guarantee it.

The What Else: Competitive Intelligence

Of all the surprises on my web analytics journey, Competitive Intelligence was the biggest one. In the traditional world of enterprise resource planning, customer relationship management (CRM), and deep back-end enterprise systems, all you had was your data. You had very little information about your competitors. On the Web, though, you can gather tons of information about your direct or indirect competitors! And usually that info is free!

At www.compete.com, you can type in the URLs of your competitors and within seconds compare your performance with theirs. You can see how long people spend on your site vs. theirs. You can see repeat visits, page views per visitor, growth, and so on.

So, why should you really care about this?

Consider this simple analogy. If you are using your web analytics tool to measure your website, then it’s like sitting in a car and watching the dashboard to see that you are going exactly 70 mph. But your windshield and windows are all blacked out. You can’t see outside.

Using Competitive Intelligence data is like scraping off that black paint and being able to see outside. Now you can see you are in a race (unbeknownst to you), and you can see that while you are driving at 70 mph, everyone else is racing past at 160 mph. Unless you make drastic changes, you’ll be irrelevant.

That’s the power of Competitive Intelligence data. Knowing how you are performing is good. Knowing how you are performing against your competition is priceless—it helps you improve, it helps you identify new opportunities, and it helps you stay relevant.

In this book, I will cover how you can use free and commercial tools to get Competitive Intelligence related to audience (demographic and psychographic) attributes, keywords, traffic sources, website customer behavior, and more.

That’s the magnificent world of Web Analytics 2.0. This world is broader than you imagined. It is sexier than you imagined. It is all about focusing on the customer.

Change: Yes We Can!

You will need to make two critical changes to succeed in the world of Web Analytics 2.0. The first is a strategic shift—a change to the mental model you apply. The second is a tactical shift—one that will challenge your current thinking about tools and how to use them.

The Strategic Imperative

The big challenge for crossing any modern chasm is rarely technology or tools. The challenge is entrenched mind-sets. For all of us, the biggest challenge to changing our web analytics strategy will be to evolve our mind-set to think 2.0. 

Figure 1-4 illustrates the mind-set evolution that you absolutely need to move you or your organization to Web Analytics 2.0.

In the world of Web Analytics 2.0, clicks don’t rule; rather, the combination of the “head and the heart” rules. When you are ruled by the head and the heart, you care equally about what happens on your website as you do about what happens on your competitor’s. All the while you are automating as much decision making as you can to eliminate reporting and even some analysis. Your world is one of continuous actions (that is, surveys, testing, behavior targeting, keyword optimization) and continuous improvements, where customers, not HiPPOs, rule.


Figure 1-4: Mind-set evolution mandated by Web Analytics 2.0
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The Tactical Shift

With the second change, you embrace a fantastic, now mandatory, concept of Multiplicity.

In the traditional business intelligence world, we were taught to seek the “single source of the truth.” Bring all data into one place; build massive systems, usually over multiple years; and celebrate. Sadly, this strategy is toxic on the Web.

At the eMetrics summit in 2003, Guy Creese presented the concept of Multiplicity. The concept was brutal in its simplicity: multiple constituencies, tools, and types of data sources make it much harder to do effective analytics.

I have come to believe that Multiplicity is the core reason for the awesomeness of the Web. Consumption of data is vastly more democratic for your web business; everyone needs access to data now. You have a wealth of effective tools to do jobs that you never thought possible. You have not just a lot more data, as in clicks, but a lot more data types (qualitative and quantitative) that make life worth living!

Multiplicity is the only way for you to be successful at Web Analytics 2.0. 

As Figure 1-2 illustrated, Web Analytics 2.0 gives you a holistic picture of your website performance. Under that strategy, every solid web decision-making program (call it web analytics or web insights or digital customer insights) in a company will need to solve for the Five Pillars: Clickstream, Multiple Outcomes Analysis, Experimentation and Testing, Voice of Customer, and Competitive Intelligence.

Figure 1-5 shows the approach your tools strategy must take to meet the need of Multiplicity.
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Figure 1-5: The Web Analytics 2.0 Multiplicity strategy and tools

As clearly illustrated in Figure 1-5, you’ll need a specialized tool to solve for each element of Web Analytics 2.0.

Clickstream You’ll use Omniture tools, Google Analytics, Unica’s NetInsight, Webtrends, Yahoo! Web Analytics, Lyris HQ (formerly ClickTracks), Coremetrics, and so on.

Multiple Outcomes You’ll use your web analytics tools mentioned for Clickstream but also the likes of iPerceptions (to measure Task Completion Rate!), FeedBurner (to track Subscribers), and various other tools to measure social media success (your traditional web analytics tools are not very good at this last one).

Experimentation and Testing You’ll use Google Website Optimizer, Omniture’s Test&Target, SiteSpect, Optimost, and so on.

Voice of Customer You’ll use iPerceptions, CRM Metrix, Ethnio, ForeSee, and self-service options such as Lab Usability.

Competitive Intelligence You’ll use Google Ad Planner, Insights for Search, Compete, Hitwise, Technorati, and so on.

For optimal success, you’ll need only one tool from each of the previous categories to cover the base for each of the Five Pillars. That’s Multiplicity.

Data from each tool is not meant to duplicate the other areas or relate to the other areas. Each tool provides insights that, taken together, give you the data you need to succeed.


Don’t feel overwhelmed by the Multiplicity strategy. 

Notice that in each row in Figure 1-5 you have an option for a free tool, so don’t worry about cost right away. Mercifully you also don’t have to do everything right away. Your company’s size, needs, and sophistication will help you determine your personal strategy.

The following is my list of the must-have elements that different businesses should consider to join the Web Analytics 2.0 world; they are ranked by priority and show the minimal areas that should be addressed:


	Small businesses: 1. Clickstream, 2. Outcomes, 3. Voice of Customer.

	Medium-sized businesses: 1. Outcomes, 2. Clickstream, 3. Voice of Customer, 4. Testing.

	Large, huge businesses: 1. Voice of Customer, 2. Outcomes, 3. Clickstream, 4. Testing, 5. Competitive Intelligence, 6. Deep back-end analysis (Coradiant), 7. Site structure and gaps (Maxamine).



For each category, just choose a free or commercial tool listed in Figure 1-5.



Bonus Analytics

You probably noticed two tools at the very bottom of Figure 1-5. They are bonus items.

When we talk about web analytics, we typically don’t think of Maxamine and Coradiant first. For large companies, Fortune 1,000 especially, both of these tools are almost mandatory. Neither measures what a traditional web analytics tool does, so there is no overlap, but each brings its unique strengths to the business of web data.

You should use Maxamine because it gives you critical data relating to search engine optimization gaps, missing JavaScript tags, duplicative content, broken website functionality (yes, broken links and “bad” forms), security and privacy compliance, black holes not crawled by your internal search engine, and more. Maxamine essentially provides everything you need to know, measure, and report about the existence of your website itself. Another competitive option is ObservePoint.

You should use Coradiant because it gives you critical data, down to an individual user level, about the “matrix” that powers your website—that is, the bits and bytes, the pages and packets. (Disclosure: I am currently on the Advisory Board of Coradiant.) Coradiant includes every single thing you can imagine going out from your web servers (anywhere in the world) to your customers. You can find problems on your website quickly and hold yourself and your IT teams accountable.

With Coradiant, you can also understand why, for example, your conversion rates are down. Is it because suddenly your cart and checkout pages were slow and not making it to your customers? Or is it because of 404 errors on your important pages? These are key questions that traditional tools have a hard time answering, if at all.

That’s the Multiplicity strategy: Clickstream data, a better view of the landscape through Multiple Outcomes, and quicker paths to failure and success through Experimentation and Testing. These are the basic steps toward tackling a competitive industry. And don’t forget to adopt the mental model of “heart and mind,” where you are as vigilant of your competitor’s web activity as you are of your own (outlined in Figure 1-4). Multiplicity provides you with the keys to go out and change the world. Rock on!





Chapter 2: The Optimal Strategy for Choosing Your Web Analytics Soul Mate

In the new world order of Web Analytics 2.0, you must move beyond the mental model of a “single source of truth” to a true Multiplicity strategy to identify actionable insights faster. How do you do that? Tools! You must pick ’em right and make sure that one step forward is not three steps back.

In this chapter, you’ll learn how to do deep introspection to understand your needs better, how to get the truth out of analytics vendors, how to compare analytics tools, and how to run a pilot and negotiate a contract.
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Predetermining Your Future Success

We are blessed to have a number of robust free or commercial tools to solve for Web Analytics 2.0. Unfortunately, we significantly underappreciate how critical picking the right tool is. Or how much a wrong tool can regress the organization.

For example, my company chose a web analytics tool after sending a glorious request for proposal (RFP) that contained every question on Earth. The chosen tool took us 15 months to completely implement and then 6 months to get the first inkling that it was completely wrong for the company. Guess that RFP was not so robust after all! By then, we were too vested in the tool—via people, systems, and processes—to change anything quickly. In another 6 months, the senior leader who helped choose this expensive tool left the company. The new leader immediately saw the problem and started the process of choosing a new tool. The company had been stagnant now for more than two-and-a-half years. It took us another 9 months to pick and implement the right tool. 

Total time to making strategic web decisions: terribly longer than it needed to be.

You might think this situation happens only at large companies or only at other companies. Trust me, it is probably happening at your company.

We tend to pick tools like we are picking a marriage partner. When we choose wrong, we don’t want to accept it. The reality is that few things will impact your chances at success more than picking the right set of tools for the unique needs of your company—small or medium or large. 


The 10/90 Rule

My entry into the world of web analytics was enlightening. The company had one of the best tools money could buy, yet decisions were gut-driven, and all that data was for naught. 

The lesson I learned from that experience caused me to postulate the 10/90 rule (published on my blog on May 19, 2006):


	Our goal: highest value from web analytics implementation.

	Cost of analytics tool and vendor professional services: $10.

	Required investment in “intelligent resources/analysts”: $90.

	Bottom line for magnificent success: it’s the people.



The rationale was simple because of four basic problems:


	Websites are massively complex, and although tools can capture all that data, they don’t actually tell you what to do.

	Most web analytics tools in the market, even today, simply spew out data. Lots of it.

	We don’t live in our simple Web Analytics 1.0 world. We now have to deal with quantitative data, qualitative data, results of our multivariate experiments, and competitive intelligence data that might not tie to anything else.

	One of the most powerful ways to convert data into insights is to keep up with the “tribal knowledge” in the company: unwritten rules, missing metadata, the actions of random people (OK, your CEO), and so on.



To solve these four problems, you need an analyst, that is, a person with a planet-sized brain. Invest multiple times more in her or him, or more of them, if you truly want to take action on your data. Otherwise, you are simply data rich and information poor.

With the proliferation of options online and the sophistication of the Web now, the 10/90 rule is even more relevant today.

Nitpicking: I currently work as the analytics evangelist for Google. Lots of people, mathematically superior people, tell me that with the existence of free tools the 10/90 rule is invalid: the tools ($10 part) are now free. My answer to them is that the tools are still not “free.” If I want to use Google Analytics or Yahoo! Web Analytics, the cost of the tool is zero, but I may have to spend $5,000 working with an authorized consultant to implement it correctly. There’s your $10. Now go spend $90 in getting people with planet-sized brains to make sense of all your data!



Step 1: Three Critical Questions to Ask Yourself Before You Seek an Analytics Soul Mate!

The biggest mistake we make in the process of selecting tools is that we never pause to reflect on our own awesomeness or, more likely, a lack thereof. We jump into bed with the closest tool that will sleep with us. We rarely consider the qualities that might determine whether that tool is right for us.

So, step numero uno is self-reflection and a brutally honest assessment of your own company, its people, and its position in the evolutionary cycle.

Use the following three questions to prompt the critical self-reflection that should help you pick the right Web Analytics 2.0 soul mate.

Q1: “Do I want reporting or analysis?”

This is a very difficult question to answer because most organizations have a hard time being honest about their needs. Every company says they want analysis, yet few organizations (especially those with greater than 100 people) actually do. They want reporting.

The following are some reasons for choosing reporting only:

Decentralized decision making The organization is structured so that lots of different leaders make decisions, and their buy-in is required for any action. These leaders need data that they can process, not analysis that tells them what action to take.

Company cultures  How does your company reach consensus? Do you need to always “cover your back”? Does it have layers of management? Is it matrixed? Paperwork-driven? Often the culture dictates checks and balances, with multiple oversights and the need for proof. This kind of culture requires a supply of information (data).

Availability of tools/features A number of tools are geared toward reporting and not analysis, which sets the pattern for what gets used.

History Older companies historically have worked by people publishing reports and data. “Think smart and move fast” is not the mantra. 

Propensity of risk  Does your company empower risk taking? Or is taking risks a career limiting move? Doing true analysis means letting go of some control and trusting people who know how to do their jobs. If your company’s culture does not encourage that then you need reporting.

Distribution of knowledge in people/teams (tribal knowledge) If you really want to analyze data, you need to know the context to make sense of the numbers. If information and execution are isolated in your company, no amount of empowering the analyst will help. If your analysts are not plugged in, the best they can do is provide data to people who might be plugged in (ideally the company leaders).

Availability of raw analytical brainpower Bringing it back to the 10/90 rule, if you have invested appropriately in analysts, then it makes sense to choose a tool that allows your company to do true analysis. 

Despite these extenuating circumstances, the analytics team is told to go out and buy the tool that is “God’s gift to humanity.” 

If you are choosing a web analytics tool, you should take a hard look at your company, its decision-making structure, and its needs. Then be honest and decide whether reporting or analysis provides the most benefit. If your company really needs robust reporting, choose a tool that does that. If your company thrives on analysis, then choose accordingly.

Consider the following three stories.

The Wrong Affordable Tool

For my company, I chose a tool that was really affordable, and it could slice and dice data like no tomorrow to give the Senior Leaders true analysis. Now this was a large company, with about $2 billion in overall revenue and with several hundred million online. What the company really needed was distributed data to lots of people. That is, reports. My chosen tool failed miserably because it stunk at reporting. Each person had to process the data, it took too long, and people were impatient and pressed for time, so the company remained gut-driven, and our web opportunity was squandered. 

The Expensive Tool with the Wrong Staff

My friend at a much larger company, with a multibillion-dollar revenue, chose the most expensive web analytics tool. It was chic, it was black, it offered colorful bars and graphs, and it did real-time processing. It could answer any question, not just online but also offline questions, with phone integration and everything. 

But after 15 months of implementation, this “God’s gift to humanity” tool could process only 45 days of data at any given time. An even bigger problem was that only two people knew how to use the tool. For four years, senior management was ecstatic with all this data in a chic interface. But they had yet to make a single strategic decision (or even 10 tactical ones) from all that data. Meanwhile, the web analytics vendor collected approximately $2.5 million in fees each year.

My friend’s company would have been better off with Google Analytics or Yahoo! Web Analytics. Both give powerful, free reporting tools that would have gotten people using data. 

Over time, if the culture, organizational structure, and level of risk taking all lined up, the company would have gotten smarter.

The Switch to the Right Tool

The third story is about a start-up. They were nimble, agile, and deeply data-driven because their existence depended on it. Yet they had unwisely chosen a tool that did reporting well but did deep analysis poorly. I recommended that they change their tool and buy a “high-end” analysis-rich tool. It was a sacrifice to pay that much. But these guys could really take advantage of rich analysis. The decision to purchase a high-end tool changed their trajectory; they could do deep analysis, do it fast, and take advantage of customer behavior to make rapid changes to their software-as-a-service (SAAS) application. They are very rich now.

Admitting that you simply want reporting is sacrilege. But be honest about it, or you’ll regress your company by years. Realizing you need analytical horsepower is also important, so go spend the money, and the ROI will be there.

Q2: “Do I have IT strength, business strength, or both?”

Some companies are good at information technology (IT), and others are good at business (marketing, analysis, and strategic decisions). A very rare few are good at both. You need to stress test the core strength of your company, especially in the context of web analytics, because it will play a key role in your success.

Pulling off a successful web analytics implementation is complicated, and it is easy to get it wrong. A company that provided web analytics consulting services recently shared with me that 7 out of 10 times when they start their client engagement they find that the tool implementation is wrong (which means the client has been using the wrong data thus far!). 

If you have solid IT and business strength in your company, then you can go at it all by yourself, and you’ll be fine. Someone in your company, in the worst case, will have the part-time job of assuring that technical issues happen as expected. 

If you don’t have solid IT strength (by that I mean IT folks who know and get web analytics), then you’ll have to add an external partner. Many authorized consultants or one-person-army folks outside your company can do this for you. Make sure you plan for this.

One last reason to assess your IT strength is if you want to develop your web applications in-house and not with an application service provider (ASP). If you hope to host the data collection and analysis in-house (say with Urchin, Webtrends, or Unica’s Affinium NetInsight), then you need some serious IT strength to pull it all off. Ensure that you are covering this critical area. 

If you don’t have solid business strength, honestly acknowledging that weakness already puts you ahead of your peers. You are going to budget for bringing external consultants or an organization to teach you and help you evolve your sophistication. Page 406 of my book Web Analytics: An Hour a Day has a four-step life-cycle model with recommendations about exactly the type of engagement you should have with an external consulting agency to dramatically enhance your level of business sophistication. You can also view the article online at http://zqi.me/wabizplan.

Q3: “Am I solving just for Clickstream or for Web Analytics 2.0?”

The Clickstream vs. Web Analytics 2.0 question is a mind-set. It is a question that tries to judge what you are solving for to help you understand the level at which you are approaching the solution set. This question is all about knowing whether you need a tool to help you “understand clicks” (which is OK) or whether you need a tool to do a lot more. The question helps you crystallize your short-term and long-term goals.

The Web Analytics 2.0 mind-set and strategy call for robust qualitative and quantitative analysis in your web analytics approach with specific goals: to understand the customer experience explicitly and to then influence customer behavior on your site.

Your consideration criteria will be vastly different depending on where you are today, your point of view, and your approach. In one case, a simple log parser is fine, in another case you need a tool that integrates with other data sources, and in yet another case you need a tool that will play ball with your data warehouse.

For example, if you just want to quickly jump into web analytics, you may not care that the tool integrates with a survey system or that it can accept metadata from your company ERP or CRM systems. In that case, you want a tool to help you understand clicks.

On the other hand, if you plan to start testing from day one, then you need to know that you can easily integrate your Clickstream data with your A/B or multivariate testing (MVT) vendor. In that case, you want a tool that can do a lot more for you.

Remember, it is a terrible strategy to buy the biggest, baddest tool, because in the distant future you’ll want to integrate your analytics data with your refrigerator. No one can predict how the world will be in three years, so buy a tool today that will serve your needs along that two- to three-year horizon. On the Web, everything changes too fast, which makes any other strategy imprudent.

Step 2: Ten Questions to Ask Vendors Before You Marry Them

The most common process for selecting an analytics vendor involves going around your company and asking everyone remotely related to the website to list the data they would like, compiling their answers into one giant list, and tossing it to the vendor as an RFP. The vendors reply with “yes” to everything, and you pick the vendor you really like, the one with the best schwag, or the cute one.

If you are selecting a fee-based web analytics tool for your company, the following sections give you 10 questions to ask. These questions are short, but they will separate the wheat from the chaff pretty quickly.

Q1: “What is the difference between your tool/solution and free tools from Yahoo! and Google?” 

You might as well acknowledge the purple elephant in the room. If good, free analytics tools are available, why should you pay for a good analytics tool? Why not focus on following the 10/90 rule for web analytics success?

When you ask this question, ask the vendor to share their top five—and only five—reports that are different and unique to their product.

The answer you are looking for is not that Google and Yahoo! are big and bad and your privacy is under threat. That’s a cop-out. You also don’t want to hear that you won’t get support for a free tool or that free tools will die and wither away. All of those answers are false: your privacy is not threatened, support is available with free tools (often from the same company that supports your paid tool!), and free tools are not going away.

You want your fee-based vendor to provide specific and tangible examples of reports and metrics that the free vendors don’t provide. Any analytics vendor worth their fee will have a crisp answer that focuses on their best features, reports, metrics, integration points, and so on, and not scare tactics.

No global rule says that Omniture or Google Analytics or Webtrends works for everyone. Each company needs a unique solution. You should carefully consider the fit of those tools for your company. Your decision should be based on facts, not vendor FUD (fear, uncertainty, and doubt).

This question applies for survey tools (compare commercial tools with free solutions like 4Q), for A/B or multivariate testing solutions (compare these solutions to the free Google Website Optimizer), and for competitive intelligence tools (compare these tools to Compete, Ad Planner, Insights for Search, and so on). 

It goes without saying you’ll do a cost-benefit analysis; that is, if you can get 95 percent from a free/inexpensive solution, is the last 5 percent worth x hundred thousand dollars a year? If the answer is yes, go for it!

Q2: “Are you 100 percent ASP, or do you offer a software version? Are you planning a software version? ”

One challenge vendors face is the client who wants a software-based, in-house solution rather than an ASP. Currently most analytics vendors, whether free or fee-based, provide an ASP-based tool with no software-based offerings. Some vendors, such as Webtrends, Unica, and Google (with Urchin), offer solutions you can buy and implement in-house.

With this question, you are probing how the vendor is preparing for the future with differentiated offerings. You are also looking for the intangible—how they react to this question—as much as the content of their answer.

You can also ask the vendor about first-party and third-party cookies, including which type they use as a default as well as the pain and cost of using first-party cookies. You should almost always use first-party cookies, and most vendors enable this. 

You are looking for a reaction when you ask about first-party cookies. Did the vendor proactively advise you to have first-party cookies? Did they insist on it? The response shows the mind-set of the vendor.

Q3: “What data capture mechanisms do you use?” 

You can capture data from your website in a number of ways. JavaScript tags are currently the most common method. You can also use web logs, packet sniffers, or web beacons. 
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Note: For more details and the pros and cons of using each method, please refer to Chapter 2 in Web Analytics: An Hour A Day.



The answer you are looking for from the vendor is…wait for it…Multiplicity! Although they can accommodate the current standard, which is JavaScript tags, they can also deal with different data capture formats. You want a vendor that can evolve beyond just tags (or logs or sniffers) as the Web evolves and becomes harder to track. That is, you want a vendor that will evolve to work with rich media, Flash, Flex, RSS, mobile platforms, mash-ups, and so forth.

You are not looking for a vendor to brainwash you that JavaScript tags or other common mechanisms are the answer to all your prayers. If they try that tactic, give them a dirty look, and move on to the next vendor.

I also urge you to take special caution as you review answers to this question when you are choosing competitive intelligence tools. There are so many different ways of collecting data (panels, ISP data, company server logs, search log files, monitoring software, control groups, and more), and each brings a bias to the game. It is important you understand what you are buying. I’ll cover competitive intelligence in delicious detail in Chapter 8.

Q4: “Can you calculate the total cost of ownership for your tool?”

Really, really pay attention here. You are in “I am going to get promoted for this” or “I might get fired and blacklisted for this” territory.

Most vendors will quote you a price (or publish it in an ad) that will be something like this: “Solve world hunger with our analytics tool for just $5,000 a month!” 

You need to look beyond the first number (the cost) you get from the vendor and compute the total cost of ownership (TCO). The TCO can be massively different depending on a host of factors, including you as a company, the tools you have in place, your vendor, and their pricing strategies.

You need to consider the following elements of TCO:


	Cost per page view (most ASP-based vendors charge per page view).

	Incremental costs beyond the initial lump sum. You incur such costs if you go over your allotted page views, if there are any “advanced” features (say, RIA tracking or RSS as extra modules that would cost more), and if you need to buy other features later (for example, pay-per-click integration with Google/Yahoo! Search Marketing or a keyword bidding feature, a data warehouse, or segmentation available only in a different tool).

	Cost of professional services (initial install and then post-launch troubleshooting or customizations).

	Annual support costs after the first year.

	Additional hardware you need at your end (PCs, laptops, web servers, data storage drives, and so on). This cost can vary by vendor—be careful because investing $250,000 in a vendor solution could require investing $1 million in hardware!

	Cost of “administration”—that is, the staff to manage the vendor relationship. This cost could be a partial head count, representing someone to create all the reports and publish them and someone to coordinate between vendor, IT, and marketers. All these roles could be filled with one person, but it’s better to know now.

	Cost of analysts needed to draw insights. You could lump this element with the previous one, but it is important to be aware of the 10/90 rule and realize that you can’t just buy the tool; you also have to hire a relatively intelligent brain to interpret the data.

	Additional head count (partial or full) to maintain the tags, liaise with your IT, update pages on the site, and so on. If relevant, this also includes the head count required to coordinate with marketing and sales and internal BI teams to ensure the data is tagged, collected, and passed on accurately.



Total up these factors across vendors, and make an informed choice. It is not hard to imagine that the TCO could easily be multiple times the cost quoted by the vendor.

It is critical to realize that you have to compute TCO even if you use a free tool like Google Analytics or Yahoo! Web Analytics. Only the cost of the tool is free (the first two items in the previous list). You’ll still have to bear the rest of the costs (professional services, analysts, and other folks). 

I encourage you to poke and dig for data to get a clear understanding of what the TCO is for each vendor. And I’ll say this throughout the book: remember the 10/90 rule. A great tool in the hands of your reporting squirrel is useless. A free/inexpensive/underpowered tool in the hands of your analysis ninja will yield massive results that impact your bottom line.

Q5: “What kind of support do you offer? What do you include for free, and what costs more? Is it free 24/7?” 

During vendor pitches you’ll hear that everything is free. And some web analytics vendors do indeed offer a bunch of absolutely free support as long as you stay with them. But often some limits and caveats are not explicit; you’ll have to ferret those out. You want to learn how far the vendor will go to answer “silly” questions from your business users.

Signing a contract and implementing a solution signifies the start of your tool problems, not the end of your data problems. It is critical that you understand exactly what services are included and exactly how much it costs to get the services you need. For example, if a vendor provides free support only during business hours, what is the cost for 24/7 support? Or if they will answer questions only about the tool, what will it cost to determine why the tool is not working at your site? These situations are just suggestions to get your juices flowing; you’ll have to work out your own unique questions.

You will need support and professional services, so you need to fully understand what the vendor will provide or what the vendor’s authorized consultants will provide.

Q6: “What features in your tool allow me to segment the data?”

This is another principle I’ll repeat frequently in the book: segmentation is the key to finding insights. You segment, or you die. So, you can imagine why this one feature is so key. You need to understand how much segmentation power is in the tool and how simple it is to use. 

Put these questions to your vendor: “do I have to precode everything in custom JavaScript tags on each page of my site to segment the data post-capture? Or can I capture data with a standard tag and do segmentation later?” I call the latter postfacto segmentation.

Most vendors are in the former camp—custom JavaScript tags on pages to enable any segmentation. That makes segmentation much harder. How can you think of all the questions you’ll ask of the data up front before you install the tool? 

Often you have to try the process yourself and see whether you can segment data in the tool. Ask for a three-month free trial and stress test the tool. 

Again, understand whether the vendor offers the feature you need, and make an informed choice.

Q7: “What options do I have for exporting data from your system into our company’s system?”

That seventh question really needs to be broken down into four subquestions:


	“Can I get all the raw data?” 

	“Can I export processed data?” 

	“How easily can I export 100,000 rows of processed (not raw) data out of your tool into my other company systems?”

	“What happens if I terminate my contract with you?”



OK, I admit that’s a lot of questions, but they all form one really important question: who owns the data? If the vendor stores it and you want to export it, do you get the raw logs (huge data files with no intelligence in terms of computed metrics, which you must decipher), or do you get processed data (computed data that is much easier to integrate)?

Typically most vendors will say you can export everything. Ask them the specific questions listed, and understand exactly what you can export (remember that an Excel dump is not the answer, which is why I mentioned the 100,000 rows earlier). Then you can determine whether their answer is sufficient for your company.

Let me stress that I am not recommending that you insist on getting all your data or getting it in a particular way. I am recommending that you ask the hard questions so you won’t be disappointed later about the data you get. 

Ideally, the vendor has an application programming interface (API) that allows you to pull out the data you need. Super ideally, you can pull out that data without incurring heavy additional fees (many vendors will charge you heavy fees after you download just a minor amount of data).

Q8: “What features do you provide for me to integrate data from other sources into your tool?”

By now you know that as you execute the Web Analytics 2.0 strategy you’ll have to integrate different sources of data to get a complete picture. (But you are wicked smart, so you won’t integrate data willy-nilly; rather, you’ll do it judiciously!)

Your Clickstream data, no matter what vendor you use, will feel limiting after a while. You will eventually want deeper insights, and you’ll want to integrate it with other sources of data. Exporting data is not a pain-free process, and you’ll have to bring data into your tools. You need to determine how easily your potential vendor can work with importing outside data.

You might want to bring some of the following types of data into your tool: metadata from other sources in your company, CRM data, data from your ad/search agency, data from surveys that contain the primary key (such as cookie values), and results from A/B or multivariate testing. You must be able to import data efficiently (without needing humans, if possible) and then use it for segmentation or reporting.

A good example of integration is Google AdWords and Google Analytics: you don’t have to tag your paid search campaigns, and your campaigns show up in Google Analytics nice and pretty for your analysis.

A suboptimal example of integration is Google Website Optimizer and Google Analytics. You can measure the success of your experiments in Website Optimizer using one goal/outcome. But it would be more useful if the tools were integrated and you could measure more Outcomes. 

Figure out the line in the sand with your potential vendor for the kinds of data you want to integrate.

Q9: “Can you name two new features/tools/acquisitions your company is cooking up to stay ahead of your competition for the next three years?”

This is a forward-looking question. You want to know whether your vendors are worried about tomorrow (a good thing) and what they are doing today to deal with future challenges.

Their answers will give you a sense of how much they know about their own position and that of their competitors. Hence, you are not asking what two things they are doing that are good; the question is framed in the context of competition. Some vendors are much better at taking a good reality check about themselves, and others are just parsing log files like there is no tomorrow.

You want to be impressed by at least one of the two answers you hear. Ideally, you want an answer that is a complete surprise. You also want to get the feeling that your vendor has a good sense of themselves and their competitors.

Ask this same question across a few vendors, and they will talk about each other: the differing perspectives are a source of valuable insights for you. It is always so much fun when they kvetch about each other! Evil? Yes. Useful for unearthing some truth? Yes!

Q10: “Why did the last two clients you lost cancel their contracts? Who are they using now? May we call one of these former clients?”

A vendor taught me this question, and it is truly fantastic. You want to be confident that you are making the right choice, and there is no better way than to learn why each vendor recently lost someone’s business.

You will probably hear sales-speak rather than a practical answer. But even the sales-speak can be of value. In my experience of a whole bunch of vendors, only two have ever answered this question directly. We are doing business with both today, even though in both cases they were not the most awesome vendor technologically.

Remember, with any vendor, you are actually buying a relationship, not just the tool. In the long run, the value of good people will far outpace the value of the most advanced tool, and if you don’t have a relationship with the people, you can’t work well with the tool.

There you go: 10 simple questions and none of them asking for much technical detail. Yet each question will help you uncover the truth about a vendor and help you find your BFF.


Redefining Conventional Wisdom on “Enterprise-Class” Web Analytics

“Enterprise class has become a catchphrase that is so amorphous that it no longer supports precise communication. Mostly it’s used by marketing flaks to create sound and fury, signifying nothing.” —Charles Thasher

My friend Charles at Microsoft captures the essence of the term enterprise class and its use in ruling out tools, vendors, and options. 

Analysts, gurus, and consultants, each with their own motivations, use the term enterprise class to push certain massive, usually expensive, solutions.

This mental model arose from the old world. In a Web Analytics 2.0 computing world, where anyone can create massively scalable and successful software, that mental model is not just quaint; it can be corrosive.

So, the first important lesson is to avoid ruling any solution out because it does not possess an arbitrary, ephemeral label called enterprise class.

The second lesson is to internalize that the definition of enterprise class has morphed significantly.

Here’s my definition of an enterprise-class vendor:


	The vendor has been around for more than 18 months. The longer the duration, the better.

	The vendor can scale its ASP infrastructure (or in-house software solution) to (a) capture the number of page views required by the client and (b) process that data and provide it on a timely basis (say every two to three hours—after that you hit diminishing returns on your ability to take action).

	The vendor has a support infrastructure to assist the client in need at a reasonable price. If you are willing to pay for support, you should pay a reasonable price and expect solid support from the vendor or its partners.



That’s it. Nothing else matters. You need to know the vendor has been around and that the vendor will be there for the long term. No other golden rules.

There is no default rule that says you (“enterprise” or “little guy”) need Omniture, Webtrends, or Yahoo! Web Analytics or that says Lyris HQ (formerly ClickTracks), Omniture, Affinium NetInsight, or Google Analytics is not right for you.

Each company is unique. You are unique and special and weird. Don’t rule out a solution based on what others think or say.



Comparing Web Analytics Vendors: Diversify and Conquer

I am sure you have heard this kind of statement: “I was so frustrated with Omniture. Our company dumped it, and we got Webtrends.” Or maybe it was Webtrends with Coremetrics. 

Moving between similar tools is like jumping off the Titanic to another sinking ship called the Pitanic: there isn’t much difference, and the outcome will be the same (though that might become apparent to you just before the Pitanic goes down).

Through painful experience I have realized that when we go through the process of comparing web analytics vendors, it is critical that we find true distinctions.

The Three-Bucket Strategy

From my experiences, I have formulated a simple “three-bucket” strategy for comparing web analytics tools. Before you compare tools, be sure to choose one from each of these three buckets, each of which contains a truly differentiated set of tools:


Bucket 1: Omniture, Coremetrics, Webtrends

Bucket 2: Unica’s Affinium NetInsights, XiTi, Nedstat, ClickTracks 

Bucket 3: Google Analytics, Yahoo! Web Analytics



Rather than choosing from tools that will give you kinda, sorta the same features or functionality, the bucketing recommended here helps you make an optimal decision from a diverse set of choices.

Let me hasten to add that any tool in any bucket gives you 85 percent of the features you’ll need. The reason each tool ended up in its bucket is because that bucket offers something compelling and uniquely differentiated from the tools in the other buckets.

Here are quick sound bites about the unique properties of the tools in each bucket:

Bucket 1 sound bites Omniture will do anything you want it to do with an ever-expanding set of features and add-on tools. Webtrends is morphing from just doing web analytics to performing paid search optimization. Coremetrics has a few unique features for retailers. 

These tools often come to mind when people first think of web analytics. Each does something a bit better than the other, but there is also a large overlap.

Bucket 2 sound bites If you want to do real postfacto analysis, then ClickTracks will shine. Under its new parent (Lyris), ClickTracks is a part of an integrated suite of web tools. Unica’s Affinium NetInsight integrates efficiently with your online and offline campaigns, especially if you use Unica to manage your offline campaigns. XiTi and Nedstat are two excellent European-based companies that meet local and global needs.

Each of these tools provides a truly compelling alternative to buckets 1 and 3.

Bucket 3 sound bites Google Analytics and Yahoo! Web Analytics are free, robust analytics solutions with custom reporting and advanced segmentation built in, not to mention tight integration with their parent’s core search and display business.

Both of these tools will prove that you have to pay for analytics only if your needs are complex enough to require a special tool.

By using the three-bucket strategy for comparing web analytics tools, you are choosing to compare truly diverse and differentiated tools. Hence my recommendation is that, for your vendor evaluation, choose at least one tool from each bucket. You’ll end up making an intelligent and informed choice for your company.

The CD-ROM that accompanies this book includes a video titled Web Analytics Vendors & Challenges. If you are a multimedia type, please check out that video; it outlines the previous framework and goes deeper into each vendor’s strengths and your challenges.

Step 3: Identifying Your Web Analytics Soul Mate (How to Run an Effective Tool Pilot)

You’ve done the introspection and asked yourself the three all-important questions. You have interrogated the analytics vendors with 10 questions. You have applied the three-bucket test to ensure you have diversity in your selection process.

Now comes the exciting part! You’ll take the selection-process finalists and run a real, live pilot on your site, and then in a dramatic ceremony worthy of the TV show The Bachelor, you’ll present a rose (actually, your money) to your chosen partner. 

It is important to realize at the outset that the average time from implementing a vendor to recognizing your mistake to choosing to switch to and implement a new vendor is approximately two years. You are making a critical choice for your company, and you could lose a lot of time if you make the wrong decision.

A live pilot ensures you are making the right decision, not just one based on vendors duking it out in a PowerPoint pitch battle.

Vendor pilots are usually staged for success. Yes, staged. It is not that anyone has any Machiavellian schemes. Every salesperson wants to make a deal, they are most likely compensated on a quota, and each vendor wants to look good. It does not matter if you are selling the most expensive tool or a free one (yes, even free tools have to go through a pilot!).

The following evaluation list was originally created by a reader of my blog, Steve Medcraft. To give you some context, he created this awesome list as evaluation criteria for an extremely large content publisher.

These are the key areas you want to evaluate during the pilot:

Usability Determine the accessibility/intuitiveness of the tool. Establish whether your target audiences (for example, business, data analyst, and IT) can actually use and customize the tool set and reporting or whether you must get dedicated resources to create the necessary reporting and dashboards on their behalf. Get a feel for the extent of training needed.

Functionality Test the functionality in realistic business situations: does it really do what it said on the tin? Can you use out-of-the-box reports/features and page tagging, or do you need to customize and extend data collection to meet your needs? (You may need to run a handful of scenarios with vendors.) Ascertain what is of actual value to the business.

Technical Understand the effort to implement, configure, and customize—get a feel for the actual implementation plan. Determine any unexpected overhead on your environment. Test potential interoperability with your other systems/data sources. Attempt to identify any limitations with each solution. Understand where tags can be expanded, customized, or integrated.

Response Determine the level of response for both the ASP and software solutions (performance, ability to handle the volumes, availability of reports/data, benchmarking exercise) and the vendors themselves (first-line support, ability to step up to your specific needs, documentation, and customization). 

Total cost of ownership Identify any additional costs that will be incurred for your business that are not obvious in the vendor’s proposal (additional administration, licenses, and so on).

To complement Steve’s recommendations, here are my lessons from a tough life in the frontlines; these are evaluation criteria that are not usually obvious when selecting the right tool:

Get enough time Tell your vendor that the six weeks (or other specified time) for the pilot starts after you confirm that the solution (JavaScript tag) is implemented on the site, not from the time the vendor sends you the code. You would need at least six weeks of the tool fully running to get a sense of whether it is right for you.

Be fair As much as possible, try to perform the same tasks in each vendor’s tool. This seems obvious, but every tool is strong in its own unique way; hence, it is easy to end up doing different tasks in each. That would not be fair to any vendor.

Ask about data sampling You won’t really get a feel for a tool’s ability to deal with massive amounts of data, because you’ll have only six weeks worth of data. But still ask each vendor what kind of data sampling it does to make queries go faster (there is a good kind and a bad kind of sampling—we dive deep into sampling in Chapter 4). Check whether all the vendors in the pilot sample data in the same way (if they say no sampling is required, don’t believe it; you will need data sampling sooner rather than later).

Segment like crazy Segmenting is not as easy as one might imagine in any tool. You can segment by customer behavior (x pages, y amount of time, visited these pages but not those, and so on) and by source (referring URLs, direct marketing campaigns, affiliates, and so on). Segmentation will show you the true colors of any tool. Remember to ask what you must do up front to segment the data later (and what happens if you forget to do the up-front work).

Ask about search analytics Ask each vendor how it identifies organic traffic from search engines (this is a trick question). Ask each vendor what process would be required to track your pay-per-click/search engine marketing campaigns (this in and of itself can be a huge pain, with all the work required, so go with the least painful option). Also ask what is required to import your keyword bidding and search spend data.

Test site content grouping Test how easily you can group the content of your site in each tool and what happens when your predefined content groups change. Content groups for the New York Times could be Editorials, Features, International News, Sports, and so on. How much work will that take? Can you go back and redo history (say, if you forget or want to create different content grouping in your historical data to see how things might have been)?

Bring on the interns (or the VPs!) Make sure you have at least a few complete newbies in the user pool and a few smarty-pants analytics experts; you want to ensure different personas are hitting the tool. The newbies (interns or VPs) can expose whether you have a tool that will power data democracy or not.

Test support quality When you first run into a problem or can’t solve anything, resist the temptation to call your account rep. Try to find help in the tool, on the vendor’s website, via email tech support, or on user forums. During a pilot or trial, you will get far superior levels of support. After you make the purchase, though, support from some vendors goes down quite a bit. You might as well test the support reality, because you’ll use help in the tool, forums, email tech support, or the 800 number.

Reconcile the numbers (they won’t add up, but it’s fun!) Compare the numbers across different tools with which you are doing the pilot, and then then ask the vendors to explain the discrepancy. They won’t add up at all, and it drives people nuts (myself included). But the vendor’s reactions and how it explains the deltas will tell you a lot. Make sure you give the vendors specific data for specific time frames (they will greatly appreciate this), and then ask for an explanation. In the end, remember that data quality on the Web is not perfect, and that is 100 percent OK.

Check the daily/normal stuff Check how easy it is to create customized dashboards and customized versions of the same reports for different business units or to add computed metrics. I don’t think this will be an issue with most tools you select, but nonetheless the process of doing each of these tasks will be of value during the pilot.

Sweat the TCO I have discussed ad nausem why the total cost of ownership is important. Do it. Enough said.

In closing, here is one macro thought. You don’t have to do everything on both of the previous lists. Pick the most relevant factors to your company, and give each a weighting so that you can go through your most important criteria during the pilot.

And remember to have fun; it is a blast to do pilots. 

Step 4: Negotiating the Prenuptials: Check SLAs for Your Web Analytics Vendor Contract

Oh, so close!

You have one more step left: signing a contract.

Before you sign, you’ll need to check the service-level agreements (SLAs), especially if you plan to sign a contract with a fee-based analytics vendor.

You may not be aware that the SLAs you require from your vendor will inflate the yearly contract by substantial amounts (and to some extent that is not the vendor’s “fault”; they price certain standard components/SLAs into their base pricing, and anything you want beyond the standard obviously costs them more to provide). For that reason, it is critical that you thoroughly consider your needs and then ask for what you need—and price it out—during contract negotiations.

The following is another important list from Steve Medcraft that will help you check the SLA:


	Availability and response of software/functionality

	Standard availability/guaranteed uptime

	Speed of service—e.g., screens to be returned in x seconds (probably tricky to enforce because it depends on bandwidth)

	Response of service in relation to unexpected increase to load/traffic volume, load distribution, and so on

	Permitted downtime (e.g., emergencies)

	Compensation for downtime—service credits, reduced contract period, and so on, for x minutes of downtime per month (outside of planned or emergency maintenance)





	Availability of reports/data

	Collected data to be reflected in reports within x hours

	Availability of results after initiating query





	Technical/best practice support

	Vendor resources available/dedicated to you (number of account managers, technical, consultants assigned to project)

	Response to customization/change requests (quotation, delivery of service, and so on)

	Response to traffic volume increase

	Issue escalation procedures (online, phone, email, priority levels, status reporting, and response times)

	Supporting material (availability of online help, accuracy of documentation, live support)





	Security

	Physical hosted environment, protection of data/servers

	User access to the system, data

	Backup, archiving, and recovery

	Monitoring in place and availability of that data





	Communication

	Agreed points of contact (on either side)

	Timing of notifications (planned maintenance/outage, status reports, and so on)







As earlier, I’ve also included my lessons from a tough life in the frontlines; the following are additional issues to be aware of regarding the SLA:


	It is likely that you don’t care about all the items in the previous list, so pick what you need.

	For each item you pick, identify your thresholds or limits (in terms of downtime, amount of best-practice sharing hours, how quickly you want data, amount of email support you need, and so on).

	Identify a range for the threshold and not an absolute number; give yourself some wiggle room. Share this with your contract negotiators.

	Be explicit with the vendors (it is the least you can do for them), and ask them to be explicit with you.

	Get stuff written down; it will make a nice addendum to the standard contract the web metrics vendor will send to you.

	When deciding which tool to pick, remember to judge based on features you want, size of the contract (total size of the contract), and the amount of value you can provide your company from each (lots of people do this last one wrong).Sometimes you might not pick the most feature-rich vendor because you can’t imagine that it can provide $1.2 million dollars of value back to your company (with that being the total size of the contract, in other words, tool + support + SLAs). You might go with the one that is $.05 million dollars even if it does not have that one niche feature you need.



It is likely you’ll go through the previous extensive list only if you are negotiating a very expensive or “enterprise” contract. But even as a small or medium-sized business, you can use the previous information to understand the deep nuances that go into buying an analytics tool and be prepared. After all, your company is going to be huge one of these days!





Chapter 3: The Awesome World of Clickstream Analysis: Metrics

New Web Analytics 2.0 mind-set: got it. New shiny set of tools: yep. Ready to jump in? You betcha!

It’s time to start exploring the awesome world of Clickstream analysis with the building blocks of metrics and key performance indicators (KPIs). 

I’ll destroy some myths, take down (with love) some highly recommended but unactionable methodologies, and help you get better at diagnosing the causes of poor performance.

That means, with this chapter, you’ll start honing your skills to become an analysis ninja!

Chapter Contents


	Standard Metrics Revisited: Eight Critical Web Metrics

	Bounce Rate

	Exit Rate 

	Conversion Rate

	Engagement

	Web Metrics Demystified

	Strategically Aligned Tactics for Impactful Web Metrics



When people say “web analytics,” they really mean web metrics. Your boss rarely asks for analysis; she asks for “data” (metrics) or “reports” (KPIs). You and I of course know better; we give her analysis only, and it’s based on a tortuous examination of the metrics and KPIs. If you remember nothing else, remember this: life is about taking action, and if your work is not driving action, you need to stop and reboot.

We have made a ton of progress in the past few years. Through rose-colored glasses I recall how every webmaster was once ecstatic about simply reporting hits on their website. It took K.D. Paine (www.measuresofsuccess.com) to truly enlighten us about what hits represented: How Idiots Track Success. That is not meant to offend anyone. Rather, it’s just meant to highlight that in 1992 perhaps hits meant something—that someone requested a page. Today, in a world where every home page sends 50 or 100 hits and rich experience dominates, hits mean nothing. 

The next step in our evolution was page views. Since the early Web was dominated by ad-driven revenue models, we all started to obsess about page views. More page views meant more opportunities to annoy with a banner ad that featured a bouncing monkey. Page views are still a decent measure of success, but they are increasingly becoming useless—not just because of Ajax, Flash, and video-driven sites. Measured in aggregate, page views mean nothing. 

We have been living in the era of visits for the past few years, or, as some tools call them, visitors (more on this later in the chapter). Visits have been the currency used to measure macro success. They do mean something: a person came to your site and consumed some content. 

I believe we are now living through a transformative moment. 

The Web is a serious business. Even really large content companies that have been living under rocks are realizing that they need to “go digital” in a big way. Because of all this pressure, we seem to be moving to using outcome-based metrics as a true measure of health and success.

Next time you see me, don’t tell me how many visits your sites had; tell me the Conversion Rate metric if you do e-commerce, or tell me about the Revenue Trends metrics. If you are a content site, tell me how the Depth of Visit metrics look. If you are Facebook, don’t tell me the number of profiles you have; rather, tell me about your Visitor Loyalty metric. 

We’ve evolved from hits to page views to visits. Now, we have Outcomes.

Standard Metrics Revisited: Eight Critical Web Metrics

Now let’s return to the basics, rethink our core beliefs, and move into the future. I’ll discuss some of our bedrock web metrics, but in each case I will illustrate nuances and complexities behind the computation of these metrics and how they make our lives challenging. You’ll certainly learn the definitions of these metrics, but my sincere hope is that you’ll learn how to think in a more sophisticated manner. 

Before we continue, here’s a quick clarification: a metric is a quantitative measurement of statistics describing events or trends on a website. A key performance indicator (KPI) is a metric that helps you understand how you are doing against your objectives. That last word—objectives—is critical to something being called a KPI, which is also why KPIs tend to be unique to each company.

Visits and Visitors

Visits and Visitors form the bedrock of nearly every web metric calculation. You’ll see them prominently displayed in your web analytics tool, but you’ll also find them in your search reports, your exit pages, your bounce rate computation, your conversion rates, and so on. So, your Visits and Visitors are very important.

Figure 3-1 illustrates the problem: each tool seems to have its own sweet way of reporting these numbers. They also tend to compute those numbers differently. When StatCounter says Unique Visitors, it actually means Visits. When ClickTracks (a part of Lyrics HQ) says Visitors, it means Visits.


Figure 3-1: Visits, Visitors, Unique Visitors, and Absolute Uniques
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So, here’s lesson 1: as soon as you unwrap your shiny new analytics tool, spend five minutes identifying the details about these two important metrics the tool is reporting.

Although there is a lot of confusion about Visits and Visitors, at the end of the day each vendor is trying to measure the process of real people visiting your websites. And the vendors do that by measuring two important things: Visits and Unique Visitors.

Visits

Visits report the fact that someone came to your website and spent some time browsing before leaving. Technically this visitor experience is called a session.

Sessions are most commonly referred to as Visits (and perhaps only in ClickTracks now as Visitors). Sessions are usually a collection of requests from someone who is on your website. Here’s how it works:


1. If you use a JavaScript tag solution, when someone requests the first page or item from your website, then your analytics tool starts a session for that person from that browser. 

2. Each additional request from that person is attached to a unique session ID. 

3. When the person leaves your site, that unique session ID is used to “stitch” together the pages viewed into one cohesive visit.

4. When you run a report for any given period in your web analytics tools, Total Visits is the count of all the sessions during a given time period.



In most modern web analytics tools, a session, or visit, is defined as lasting from the first request to the last request. If the person simply leaves the browser open and walks away, then the session is proactively terminated after 29 minutes of inactivity. 

Please check with your web analytics vendor to learn what sessions are called in your tool. They could be masquerading as Visits, Visitors, Sessions, or some other label. 

Unique Visitors

In computing Unique Visitors, the web analytics tool is trying to approximate the number of people who come to your website. Here’s how it works:


1. If you use a JavaScript tag solution, when someone requests the first page or item from your website, your analytics tool will set a unique cookie on that person’s browser. 

2. This cookie remains on the browser even after the person leaves your website. It contains a unique anonymous string of numbers and characters. No personally identifiable (PII) information is included.

3. Each time someone visits your website from that browser, this persistent cookie ID is used to recognize that the same browser has returned. 

4. When you run a report for any given time period in your web analytics tool, the Unique Visitors metric is the count of all the persistent unique cookie IDs during a given time period.



You should be aware of some important nuances and caveats when you look at the Unique Visitors metric. First, it is likely, but not always true, that each unique visitor is a unique person. Therefore, you must understand that although the Unique Visitors metric is a decent proxy for the number of unique individuals visiting your site, it is not a perfect measure.

Second, the Unique Visitors metric can be influenced by browsers that don’t accept cookies or those that reject third-party cookies. Most modern analytics tools use first-party cookies that are rejected a lot less (the rejection rate is approximately 2 to 5 percent). Third-party cookies are rejected at a much higher rate (approximately 10 to 30 percent).

Even with the previous caveats, the Unique Visitors metric continues to be a superior approximation of the number of people visiting your website. 

Compare it, for example, to the Visitors or People reported by panel-based systems, which use monitoring software to measure people. They usually use a small panel to mathematically approximate the people who visit your site (admittedly after applying complex algorithms). One commonly bandied-about company employs just 180,000 people who use the monitoring software to approximate the behavior of 200 million Americans who surf the Web. Quite suboptimal.

Perhaps in the future we will all have radio frequency ID chips in our bodies, and those chips will automatically alert a website that the same person is visiting (regardless of browser, PC, or mobile device). Until then let’s not quibble; we’ll use the Unique Visitors metric from our web analytics tool. It is useful, and it is actionable.

Next, let’s really get jiggy with it and understand something complicated.

In many web analytics tools, you’ll see Daily Unique Visitors, Weekly Unique Visitors, Monthly Unique Visitors, and, sometimes, Absolute Unique Visitors. Each metric gives you very different information, so let’s examine this slightly yucky phenomenon using the data in Figure 3-2.


Figure 3-2: Website’s Unique Visitors data
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Now let’s measure the complex set of metrics that stares back at you when you crack open Omniture (or another like-minded tool). But before you do, realize that what you see will depend on the time period you select. Arrrgh!

As you examine all the different types of Unique Visitors in your tool, keep an eye on the metric called Absolute Unique Visitors. I’ll use that metric as a proxy for how unique visitors should be computed correctly, regardless of the selected time period. 

Month 1 and Week 1 for End of Day 1

To make matters simple, I excerpted just one time period in Figure 3-3.


Figure 3-3: Visits to the website on one day
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In this example, if you run your reports at the end of day 1, your analytics tool will report the following details:


Daily Unique Visitors: 3

Weekly Unique Visitors: 3

Monthly Unique Visitors: 3

Absolute Unique Visitors: 3



That makes sense, right? Do a happy dance, high-five someone next to you—heck, give them a hug and a kiss (only if that is OK in your neck of the woods!).

Month 1 and Week 1 for End of Day 2

Now let’s make our details a little more “complicated,” as shown in Figure 3-4.


Figure 3-4: Visits to the website on two consecutive days
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If you run your reports at the end of day 2, you will see these details:


Daily Unique Visitors: 5 

Weekly Unique Visitors: 3

Monthly Unique Visitors: 3

Absolute Unique Visitors: 3



Slow down the happy dance a bit.

Note the silly effect on Daily Unique Visitors, even though the same folks from day 1, Dennis and Matt, visited on day 2. They get counted twice. 

Life lesson: Daily Unique Visitors is a useless number if you are looking at a period of more than one day!

Month 1 for End of Week 1

Let’s keep going. Figure 3-5 shows the data for one complete week.


Figure 3-5: Visits to a website during week 1
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Crack open your analytics tool—it has been a long week—and look at the metrics; here’s what you’ll see:


Daily Unique Visitors: 6 (!) 

Weekly Unique Visitors: 3

Monthly Unique Visitors: 3

Absolute Unique Visitors: 3



Note the continuing uselessness of the Daily Unique Visitors number.

Figure 3-6 shows the Daily Unique Visitors report from a web analytics tool and illustrates this point.


Figure 3-6: Daily Unique Visitors report
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By now you know why there is a frowning face in the Total row. Right? Repeat life lesson: Daily Unique Visitors is a useless number if you are looking at a period of more than one day!

Month 1 for End of Week 2

Let’s solidify the lesson by stretching the time period a bit more, as in Figure 3-7.


Figure 3-7: Unique Visitors data for two weeks
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Gather everyone in close proximity into the office, form a circle, hold hands, and now open your analytics tool:


Daily Unique Visitors: 10 (!!) 

Weekly Unique Visitors: 6 (!)

Monthly Unique Visitors: 5

Absolute Unique Visitors: 5



The Weekly number is wrong because it counts Avinash, Dennis, Matt, Matt again, Ian, and Jim. It counts Matt again because he visited during both weekly time periods.

Life lesson: the Weekly Unique Visitors metric is useless if you look across multiple weeks. I covered earlier why Daily Unique Visitors is, to put it mildly, suboptimal.

OK, only two more scenarios left. Hang in there; it gets better. 

End of Month 1, for the Whole Month

Figure 3-8 illustrates the data set that we’ll consider now.


Figure 3-8: One month’s website visitors data
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By now I am sure you are 100 percent up to speed on what you will see.


Daily Unique Visitors: 13 (!!!) 

Weekly Unique Visitors: 9 (!!)

Monthly Unique Visitors: 6

Absolute Unique Visitors: 6



The tool has now triple- or double-counted both the Daily Unique Visitors and Weekly Unique Visitors.

Life lesson: both Daily Unique Visitors and Weekly Unique Visitors numbers are useless when you look at a period of a month.

Let’s look at one last scenario, not to make your brain hurt but rather to ensure you reach the state of maximum analysis ninja enlightenment!

End of Month 2, for the Two Months

After all these dissections, Figure 3-9 takes us full circle back to the start of our journey.


Figure 3-9: Website’s Unique Visitors data
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You’re probably tingling with excitement; here’s what you’ll see:


Daily Unique Visitors: 19 (gasping for air!) 

Weekly Unique Visitors: 15 (oh my!)

Monthly Unique Visitors: 12 (!)

Absolute Unique Visitors: 9



The tool has now triple- or double-counted everywhere, with the Daily Unique Visitors, Weekly Unique Visitors, and Monthly Unique Visitors numbers.

The correct measure of unique is the Absolute Unique Visitors metric because it de-dupes the unique visitors across the entire time period.

Life lesson: both Daily Unique Visitors and Weekly Unique Visitors numbers are totally useless when you look across months. Use Monthly Unique Visitors with caution, knowing it merely de-dupes and then sums up the number for each month. 

If your tool provides Absolute Unique Visitors, you are in luck because then you get true unique visitors across whatever arbitrary time period you choose. The bottom line is there are only two visitor metrics in web analytics: Visits and Absolute Unique Visitors (see Figure 3-10).


Figure 3-10: Visit metrics from Google Analytics
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Do not get sucked into spurious versions of these two simple visit metrics. I am sure you are asking yourself, why do web analytics vendors put us through this torture? Simple: Computing power (or, really, the cost, for them).

The task of calculating your true real Unique Visitors number across an arbitrary time period or across multiple weeks or months is computationally intensive. That means more processing time and higher costs for the vendor. So, doing daily, weekly, and monthly counts (and then summing them up) is cheaper for them.

Google Analytics, XiTi, and Nedstat are amongst the rare vendors that provide the truly de-duped Absolute Unique Visitors metric by default, that is, at no additional cost to you. 

Now, dear reader, you have truly achieved a higher level of analysis ninja proficiency! Above all else my fondest hope is that this section teaches you how to think critically about website metrics and that you should probe below the surface and ensure the metrics pass the basic sniff test. You should apply this critical thinking to all metrics you encounter.

Time on Page and Time on Site

After Visits and Visitors, perhaps the next foundational metric in web analytics is Time. It measures the time that visitors spend on an individual page and the time spent on the site during a visit (session).

Few people actually understand how time on a page or on the site is actually measured. As with most web analytics concepts, Time is more complex than you might realize. But the brave never fear silly things like complexity. We embrace complexity, and we conquer it!

To understand time, we will use a simple scenario, illustrated in Figure 3-11. 


Figure 3-11: A representative visitor session on your website
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Someone surfs over to your website and requests your home page, which starts a visit (session) on your website. The visitor then requests two more pages from your site before deciding to leave your website.

Figure 3-12 illustrates the metrics we want to compute for this visit:


Time on Page (Tp) represents the time spent on each page.

Time on Site (Ts) represents the time spent during that session on the website.



Let’s walk through the process of computing each of these metrics. Figure 3-13 shows the time when the first request for the home page comes in.


Figure 3-12: Time on Page and Time on Site
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Figure 3-13: Home page requested at 10:00
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There is an entry in your log file (weblog or JavaScript tag—it does not matter) that would read, “Someone has requested the website home page file at 10:00.”

Technically, the message actually looks something like this:

111.111.111.111--[08/Oct/2009:10:00:00-0400]"GET/index.html HTTP/1.1
20010801"http://www.google.com/search?q=avinash+kaushik&ie=utf-8
&oe=utf-8&aq=t&rls=org.mozilla:en-US:official&client=firefox-a""Mozilla/5.0(Windows;U;
Windows NT5.2;en-US;rv:1.8.1.7)Gecko/20070914Firefox/2.0.0.7

Notice the time stamp there? So far, all your analytics program knows is when a page was requested, which is why we have this:


Tp = N/A (not available)

Ts = N/A



Next, more fun happens on your site: someone clicks a link to page 2 from your home page, as shown in Figure 3-14. 


Figure 3-14: Computing Time on Page for the home page
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Now there is a new entry in your log file that essentially reads, “The same visitor requested page 2 at 10:01.” Now your web analytics program can compute some time metrics! The program knows how long the visitor spent on the home page. It subtracts 10:01 from 10:00 and gets one minute. Hence:


Tp (home page) = one minute



Notice that the only way the analytics tool knows how long someone spent on one page is by looking at the two time stamps: one from the request for the first page and one from the request for the second page.

Next, the blinking “get a $200 rebate on a $210 product” link on page 2 entices the person to click to page 3 to buy the product (see Figure 3-15). More sweet success!


Figure 3-15: Time on Page for product page
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The magical math outlined earlier happens (10:05 minus 10:01), and for page 2 here’s the result:


Tp (page 2) = four minutes



The visitor reaches page 3 and notices that the rebate offer applies only to people who live in Antarctica! The visitor exits on page 3 (see Figure 3-16).


Figure 3-16: Complete visitor session
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How long did it take to find and read the rebate fine print? You could reasonably guess if you knew how long the visitor spent on page 3. The problem is that your log file is missing one time stamp to do the magic math.


Tp (page 3) = The time of the page request (10:05) minus the time of next page request (N/A)



Hence:


Tp (page 3) = zero minutes 



The analytics tool has no idea how long the visitor spent on the last page on your site. This flaw is true for nearly all web analytics programs in terms of default behavior.

Let’s summarize the metrics using Figure 3-17.


Figure 3-17: Computing Time on Page for each page and Total Time on Site
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Tp (home page) = one minute

Tp (page 2) = four minutes

Tp (page 3) = zero minutes

Ts = five minutes (Time on Site, also known as Session Length)



Now that we have Time under our belts, let’s consider two special cases so the lesson truly sinks in.

Lesson 1: The Single-Page View Session

Figure 3-18 illustrates a visit to your website that had only one page view, and then the person left your website.


Figure 3-18: Single-page view website session
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The challenge in computing Time metrics for this session is that the required second time stamp is missing. The analytics tool records when the page was requested (10:00), but it does not know when the exit happens.

Figure 3-19 shows the information computed in this case by your analytics tool.


Figure 3-19: “Missing” Time on Site and Time on Page calculations
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Tp = zero minutes

Ts = zero minutes



Be aware of this important fact as you report your analytics data.

Here’s a slightly different scenario where the outcome is the same as earlier. The visitor came at 10:00 but leaves the browser open when they rush away as the visitor’s spouse yells at them to do the dishes. Cleaning the dishes takes an hour. In the analytics tool, the session is terminated at the end of 29 minutes of inactivity (the default setting in most session-based web analytics tools). The metrics for that session will be as follows:


Tp = 0 minutes

Ts = 0 minutes




Options for Computing Time on Last Page

There is an exception to this “missing time on last page” rule: some hacks are available that allow you to compute the time on the last page (or the only page). One such hack involves adding extra code to your pages that would capture the fact that the page was “unloaded” (technically, the onbeforeunload event) in the browser. The onbeforeunload event provides the missing time stamp.

Even if you force a time for the page exit, your analytics tool will ignore this data unless you specifically ask your vendor to make an exception and redo their algorithms to take the data into account. If you parse your own web logs, then it may be a bit easier to accommodate this new piece of data into your calculations. Ditto if you use your own data warehouse.



Lesson 2: The Case of Tabbed Browsing

Nearly all browsers now allow you to open different tabs for links on a site. This creates an interesting scenario from a measurement perspective. Figure 3-20 illustrates the scenario.


Figure 3-20: Website visit with tabbed browsing
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A visitor comes to your home page. From there your visitor opens the first link in a new tab but continues to scan the home page. He clicks a link to page 2 from the home page, then on to page 3, and then closes the tab (or moves away and forgets about it).

The visitor goes to the tab opened from the home page to page 4 of your site, spends time there, and goes on to page 5 in that tab. Then the visitor exits. How is time on site computed?

Some, increasingly rare, analytics tools will simply create two sessions for this visitor and measure time separately for both sessions using the method that you have learned in this chapter so far.

Most web analytics tools will collect all the requests during this session and normalize the tabbed browsing behavior. Figure 3-21 shows how the normalization happens.


Figure 3-21: Normalizing the tabbed browsing experience
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Now that everything is fine and dandy for the tool, it can easily compute the two metrics:


Tp (home page) = one minute 

Tp (page 4) = one minute

Tp (page 2) = three minutes 

Tp (page 3) = two minutes 

Tp (page 5) = zero minutes

Ts (session duration) = seven minutes



That’s it. Sure, it is a bit complex, but see how utterly logical it is?

None of the previous information should imply, overtly or covertly, that Time on Site is not a good metric. Far from it. For many businesses it can be a critical metric. Once you understand exactly how time is computed, you can make more informed decisions. In many cases, Time on Site can be a better metric than even Unique Visitors.

Bounce Rate

I have been known to call Bounce Rate the sexiest web metric ever! I am fond of measuring Bounce Rate for several reasons:


	It is a metric that is available as a standard metric in pretty much all tools. (In cases like Omniture, where it is not, you can still easily compute it.)

	It is really hard to misunderstand what Bounce Rate measures. 

	It is actionable on multiple levels, especially at identifying the low-hanging “fix me now” fruit.

	It measures customer behavior, perhaps the most holy of the holy goals in measurement.



So, what does this mysterious, smoldering, sexy metric measure? From a website visitor perspective, it measures this phenomenon: “I came, I puked, I left.” OK, the following is the technical definition: the percentage of sessions on your website with only one page view.

A few tools in the market allow you to use Time to measure Bounce Rate. That is, they measure the percentage of sessions where Time on Site was less than five seconds. It is increasingly rare to see this method of computation (which does make me a bit sad because I like this more aggressive definition).

Figure 3-22 shows how Bounce Rate might look in your analytics tool, in this case in the French tool XiTi.


Figure 3-22: Bounce Rate in XiTi
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On the left are all the people who visited the website during this time period, 65,569. To the right of that, the number on the top represents those who chose to click any link on the landing page and see more than one page (22%). On the bottom is the big cry-inducing number: 78 percent of the people who came to this site refused to give the website one pathetic click.

Think about it. Not even one tiny click! It is the lowest bar of success: all you want from the visitor in terms of Engagement is one click, and you failed. 

That is the beauty of Bounce Rate. At a macro level, it shows how much you stink. It doesn’t matter who you are; you could be a B2B website, an e-commerce website, or a site with pictures of monkeys dressed as office workers. 

So, you need to measure the Bounce Rate of your site on at least two levels. You need to measure in aggregate at an entire site level, as shown in Figure 3-22. And you need to measure the Bounce Rate of your top landing pages (also called the Top Entry Pages report), as shown in Figure 3-23.


Figure 3-23: Top Entry Pages report, Yahoo! Web Analytics
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You want to take quick action based on your web analytics data? In 10 seconds this lovely report will help you identify the pages that are not doing their job by bouncing traffic like crazy.

The Bounce Rate metric also produces a lovely report because the world is dominated by search engines, and those search engines, not you, determine the home page of your website. In Figure 3-23, you see the top 10 home pages of your website. Fix ’em, and you’ll have a colossal impact on your profitability.

Here are additional tips for actionability:


	Measure Bounce Rate for your website’s top referrers. Your top referrers tell you who your true BFFs are. These are not the referring sites that just send you traffic but rather sites that send you traffic that does not bounce. 

	Measure Bounce Rate for your search keywords (paid and organic). Perhaps you are optimized for the wrong keywords, or perhaps your landing pages stink; either way, you need to fix them.



See what I mean when I say that Bounce Rate is a hugely actionable metric?


Exceptions and Excuses for Bounce Rate

Exception

There is one obvious case where measuring the Bounce Rate metric in aggregate might be suboptimal: blogs. 

Blogs are a unique beast amongst online experiences: people mostly come only to read your latest post. They’ll read it, and then they’ll leave. Your bounce rates will be high because of how that metric is computed, and in this scenario that is OK.

So, don’t measure the Bounce Rate for a blog in aggregate. Segment your data, and measure Bounce Rate for your New Visitors. You don’t want them to just come and leave after reading the post. You want them to subscribe to your RSS feed. (That’s one click! No bounce!) You want them to read your About page (and be impressed with your magnificence and come to the site again). You want them to click ads (heavens!), and so on. All these actions are of business value to you.

Excuse

I have to admit, I get a bit miffed when I hear an excuse that goes something like this: “I don’t have an ecommerce site. I don’t have conversions. I don’t have to worry about Bounce Rates.” What?

I have a hard time imagining that any for-profit business exists where zero clicks from a visitor on its site is a success. Say I have, as an example, a dictionary website. I want people to see the definition and maybe also bookmark my page for future use (boom, no bounce) or check other definitions (and click ads and give me revenue). Another example is Yellow Pages websites. They exist to “bounce” you, or get you out to another site, namely, a site of their advertiser. Well, in that case, remember that Bounce Rate is one click, so you measure those people who come to your site and don’t click an advertiser listing and leave your site (bad for you).

Bounce Rate equates to people taking absolutely no action on your site. If you make an “excuse,” I’ll push back because I don’t fundamentally believe for any site—for-profit or nonprofit—that success is a one-page view. There are rare exceptions, as with blogs earlier, but think really hard before believing you are the exception. I’ll cover more about measuring blogs and social media in Chapter 9.



Exit Rate

In discussing the Exit Rate metric, I want to accomplish two things: (a) question some conventional wisdom and (b) illustrate how a seemingly helpful metric can actually be completely unproductive.

Exit Rate metrics are all the rage. What Exit Rate measures is simple: how many people left your website from a certain page. Check out Figure 3-24.


Figure 3-24: Exit Rate (% Exit) for website pages
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On paper, this metric is supposed to show the leakage from your website. In other words, where do people exit after they start their session? It should illustrate pages that you should fix to prevent leakage and get customers to buy more or sign up more.

The problem is that everyone who comes to your website has to leave. They will browse around your website and leave from any arbitrary page. Their exit from a page is no indication of the greatness, or lack thereof, of that particular page!

Maybe they entered the site, completed a task (say, making a purchase or signing up for a credit card), clicked back to your home page, and left. That’s not a failure, is it?

Here’s another challenging case: Conversion Rates for most sites hover around 2 percent. Ninety-eight percent of visitors to your site will leave without delivering the outcome that you desire. How do you parse which exits were because you stunk and which exits were people who came, never wanted to transact, read what they wanted to, and then left—which is OK?

If you have to overlay your own opinions and interpret any metric to determine whether the data is “good” or “bad,” then you have a bad metric on your hands. Exit Rate is one such metric. 

So, should you not worry about exits? Au contraire! Can you separate good exits from bad exits without overlaying your own opinions on the data? Mais, oui! Use your new BFF, Bounce Rate. 

Remember what Bounce Rate measures: of the people who enter your site on a given page, how many leave from that page without clicking anywhere on the site and without looking at any other pages? Those are “bad” exits.

To ensure there is no confusion, I’ll reiterate: Exit Rate shows the percentage of people who entered anywhere on the site but exited from a particular page. Bounce Rate shows the percentage of people who entered on a particular page, did nothing, and exited from the site on the same page.


An Exit Rate Exception

There is one exception to the exit rates rule (I know, I know, life is nuanced and complicated!), and that’s structured experiences.

Structured experiences are areas on your site where someone must go from page x to page x1 to page x2, and so on. When visitors move along through these pages, then that’s success for you. Think of going from Add to Cart to Start Checkout to Complete Credit Card Info, and so on.

The Exit Rate, on any page, indicates a “bad” exit. But in this case it is called Abandonment Rate, to distinguish what is actually happening in terms of customer experience.

Use Abandonment Rate to measure submitting leads, signing up for an email newsletter, or completing any closed multipage process. 



Conversion Rate

Is there any metric that we focus more of our love and attention on than Conversion Rate? Not yet. And perhaps that is how it should be. We are investing in our websites, so we should measure what comes of them.

Conversion Rate, expressed as a percentage, is defined as Outcomes divided by Unique Visitors (or Visits). Outcomes are customarily the submission of an order on your ecommerce website. 

That’s fairly straightforward, right? It actually is—except one minor thing. Should you use Unique Visitors or Visits? You’ll recall Unique Visitors measures unique browsers who visit your site, and Visits measures one particular time (a session) by that unique browser. Each unique visitor might visit your site multiple times (Visits).

The answer is, it depends on your business mind-set. If you choose Visits as the denominator, you assume that every visit to your website is a chance to get someone to place an order and get someone converted.

If you choose Unique Visitors as the denominator, you grant that it is OK for a person to visit your website multiple times before making a purchase. That behavior is a lot more common on the Web. Some might buy right away, but most will learn a bit, go home, and ask permission from their spouse to make a purchase, or they’ll research a bit and come back. 

So, in choosing the denominator, you are deciding which mental model is right for your company. That choice will influence which referrers, campaigns, keywords, and sources you’ll value most.

A good place to use Visits is for sites where the same visitor will make multiple purchases during a short duration of time (say a week). 

From my experience, working with different websites—ecommerce and non-ecommerce—I have concluded that most customer behavior is pan-session (across multiple visits). Hence, I strongly recommend using a mental model that reflects customer behavior, so use Unique Visitors in the denominator.

Using Unique Visitors will ensure that your conversion rate calculations more closely reflect the real-world purchasing and consideration process of your customers. It is not “BUY NOW! BUY NOW!” It is “Come visit our website. Thoughtfully consider whether we are a fit for you; it’s OK to go back and check with your boss/wife and then conclude the purchase.”

The metric you choose will have a broader mind-set, execution, and marketing impact on your organization. Check which denominator your web analytics tool uses. For example, Google Analytics and Omniture (and many others) use Visits by default. 

Engagement 

The Merriam-Webster dictionary defines engaging as “tending to draw favorable attention or interest.” We should all try to create website experiences that draw favorable attention or interest. The challenge in the context of measurement is that “favorable attention or interest” is incredibly hard—if not impossible—to measure.

Much blood, sweat, and tears have been expended in the world of web analytics toward measuring Engagement. Some have gone so far as to create torturous, complex formulas that calculate the baby, the bath water, and the kitchen sink. Result: nada. OK, there is some output, but it’s ugly and just about useless.

Metrics masquerading as Engagement in the analytics-o-sphere are not really metrics, they are an excuse to (a) not accept the limits of possible and (b) hide what is actually being measured. 

Let’s take the second excuse—hiding what is measured—first. Many people measure the time a Visitor spends on the website and call it Engagement. (With your permission to vent for a moment, might I just say that I fiercely dislike this trend of the “sexification” of metrics. If you are measuring Time on Site, call it Time on Site and not Engagement!) The challenge for an analyst, or a marketer, is to distinguish between someone who happily spent 10 minutes on www.nytimes.com soaking up all the news and someone who was frustrated for 9 minutes because they could not find the story they wanted. Both would be “engaging” experiences using this formula.

Ditto for folks who define Engagement as the number of repeat visits by a visitor. In this past week, I visited www.lenovo.com eight times because Lenovo decided to stop supporting System Update. I was stressed and frustrated because I had to locate drivers for my ThinkPad X301 by using its suboptimal internal site search engine! How do you distinguish those visits from someone who visits the Lenovo site regularly to learn about the latest products and updated features?

Now apply this type of emotional filter to any metric (or multiple metrics that you are mashing up) to measure Engagement. It’s important to know that if you must overlay your own opinions and interpretations to understand the metric, then you might be on the wrong road.

We all want websites that engage customers. Why can’t we measure them with web analytics tools? My friend Theo Papadakis shared this brilliant insight with me: quantitative data (web analytics) is limited in that it can measure the degree of Engagement but not the kind of Engagement.

Theo defines these terms as follows:

Degree The degree of positive or negative Engagement lies on a continuum that ranges from low involvement, namely, the psychological state of apathy, to high. An engaged person is someone with an above-average involvement with his or her object of relatedness.

Kind Customers can be positively or negatively engaged with a company or product. A more in-depth examination of kind would reveal its content, usually a mixture of emotional states and rational beliefs, such as in the case of positive engagement, sympathy, trust, pride, and so on.

The number of times someone visits your site, frequency of Visits, helps you understand the degree of Engagement. For example, “Visitors who come from search typically tend to visit our website 15 times in the subsequent 30-day period (degree).” There is no layering on top about whether those 15 visits were good or bad (kind). 

Take another example: Depth of Visit, as shown in Figure 3-25. 


Figure 3-25: Distribution of Depth of Visit, Yahoo! Web Analytics

[image: f0325.tif]


The more pages a visitor sees, the deeper their journey and the higher the degree of Engagement. But this metric again does not distinguish the kind of Engagement.

Here are some other metrics and tasks that can capture degree of Engagement: Time on Site, registering on the site, subscribing to RSS feed or newsletter, submitting a comment, or downloading content. You can probably think of many others.

Two conclusions from this discussion are important to bear in mind throughout your web analytics journey: 


	It is impossible to derive the kind of visitor Engagement (positive/negative) using web analytics alone, and, therefore...

	When we discuss customer Engagement in the context of web analytics, we are in fact discussing the degree of Engagement.



The next time you take quantitative data to your C-level executives, you should first state that your engagement index measures degree of Engagement only.

As you create your own metric to measure an engaging experience, consider these important challenges:


	Use web analytics data to measure degree of Engagement, and be open to using other sources to measuring the kind of Engagement.

	Each website and business tries to accomplish something unique. It is good to know what your competitor is doing or measuring, but you want to identify something that lines up uniquely against your website’s goals. That something may be different even when compared to your direct competitor.

	In Chapter 1 we covered the importance of measuring Outcomes. A good engagement definition will measure some semblance of an outcome. So you had a high degree of Engagement, but what was the outcome for the business? This is a great stress test of whether you are on the right path.

	The term engagement means anything and everything to each person. Current definitions, even when used in the context of the Web, are overly broad (to cover every nuance) or sometimes too narrow (hence unique to just one business). Few people understand what the term means, and that poses a communication and actionability challenge. You don’t want to measure a mouse and call it a lion.



Let me close this section with some ideas for measuring the kind of Engagement visitors had on your website:


	Use inline or on-exit surveys and ask your customers. You could ask them directly, “Hey, buddy, are you engaged with our site?” OK, maybe reword that a smidgen. The point is, get qualitative data.

	Go for an indirect approach with your surverys by measuring the likelihood to recommend as a metric. Likelihood to recommend is a strong proxy for Engagement because it measures the greatest gift you can get from your customers: that they will recommend your business to others.

	Use primary market research. A number of companies will go door-to-door (OK, phone call to phone call), ask brief qualitative questions, and report back to you the kind of Engagement your current or prospective customers have with your web business.

	Use the other awesome proxy: customer retention over time. Do long-term analysis of people who come back again and how often (non-ecommerce) or make repeat purchases (ecommerce). We’re talking months of data, segmented for online and offline (then compare) and for various micro-segments of your online population. Super awesome.



We all want to engage with our customers. But as analytics practitioners our goal is to use the right metric. We must work hard to get to the root cause (rather than making an excuse) and share the cause and effect with our decision makers. Then and only then will the metric be actionable.

Engagement at its core is qualitative. It is difficult to measure via pure Clickstream (web analytics data). Think differently when you approach the Engagement metric. I’ll talk more about surveys and other wonderful qualitative analysis in Chapter 6. 

P.S. I picked Engagement as the last specific metric to introduce to you because I wanted you to see how incredibly difficult metrics and analysis can be. We have to understand the limits of data; there is no easy ride if you want glory. Good luck.

Web Metrics Demystified

I have stressed several times throughout this chapter that web metrics are unique to each business. By walking through eight different metrics in this chapter—Visits and Visitors, Time on Page and Time on Site, Bounce Rates, Exit Rates, Conversion Rates, and Engagement—you have also learned various life lessons about the nuances of picking web metrics.

In this section, I’ll bring the whole thing together with a set of rules I have formulated from my own experience. These rules have come from painful lessons, but I now apply them with religious fervor in my web analytics execution, be it for my start-up, Market Motive, or for a large business I might be working with such as Dell or Sephora or Google.

You’ll learn how to find diamonds in the rough, you’ll learn how to know that a metric you have identified for your management dashboard is actually a good one, and you’ll learn the process you can, and should, use to keep your web analytics metrics relevant. Excited? I am.

Four Attributes of Great Metrics

In a world where metrics and key performance indicators are a dime a dozen, how do you know which one is your must-have darling?

The following four attributes are all great—nay, magnificent—for metrics to possess.

Uncomplex

Great metrics are almost always uncomplex. Because we make little headway with the recommended metrics foisted on us, we create complex metrics. We’ll have six things, each with its own unique multiplier, predicting the position of the sun when visitors click on our site!

Consider this: decisions in companies are not made by one person. If you want action, then the democracy needs to understand performance, and the democracy needs to make decisions. The democracy needs uncomplex metrics that they can easily comprehend.

If you are the only person who understands the metric or the key performance indicator, then you have just guaranteed that your company will not take action. 

Don’t sexify, uncomplexify. 

Relevant

Is the metric you have chosen relevant to your business? Because we have so many metrics, we pick our favorites and then stick with them. The problem is that each business is unique, even businesses that seem similar.

In Web Analytics: An Hour a Day, I use the examples of Best Buy and Circuit City. You might think that they could measure their websites with similar web metrics. Nothing could be further from the truth. 

The only thing they have in common is that they sell large-screen TVs on their website. Everything else is different: their business models, their priorities, and how each tends to use the Web in its multichannel portfolio. So, the metrics for each company to measure success are also different.

You can seek inspiration from your friends and competitors. But you must truly stress test that the metrics you identify are relevant to measuring the success objectives that are unique to you and your website. I’ll discuss ways to measure success for different businesses in Chapter 5.

Timely

A few years back, I interviewed at one of the biggest companies on the Web. They had just closed their quarter, and it had been tremendously profitable. I asked them the reasons for that great success. The following anecdote is 100 percent true:


Them: “We just kicked off the query against our data warehouse; it typically returns the results in three months.”

Me: Stunned silence.



I learned a very important lesson on that day: be on time or die.

That big company’s stock price today is a fraction of its price then. Although not all of the decline is related to their ability to measure, you can imagine how hard it is to succeed in your business if it takes you three months to learn what worked three months ago.

Great metrics arrive in a timely fashion so that your business decision makers can…make timely decisions.

I am not a big fan of real time (see my blog post “Is Real-Time Really Relevant?” at http://zqi.me/akrealt). But between real time and three months, there is a sweet spot. Find out what your sweet spot is, and then ensure that you can collect and analyze your data—get your metrics with insights—in that sweet spot.

Even the greatest metric in the world is useless if it takes nine days while your world changes every three days. Be timely. Sacrifice complexity and perfection for timeliness.

Instantly Useful

Instantly useful is when you understand quickly what the metric is and you can find the first blush of insights as soon as you look at it. I absolutely love this one. Smooch, smooch, kiss, kiss. 

I credit my early experience with ClickTracks for that love because Dr. Stephen Turner and John Marshall eliminated all the non-value-added stuff from the application. There were fewer metrics, which were presented in a way that made it easy to understand performance and get the first blush of insights.

Figure 3-26 shows a great example, the What’s Changed report in ClickTracks.


Figure 3-26: What’s Changed referrers report from ClickTracks
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Anyone can tell you what your top referrers were this month or last month. The ClickTracks report shows you what you should care about: referrers that rose in their importance this month and those that went down a cliff.

All the complexity is “hidden,” and there is no junk. There’s only the stuff you should care about. It will take some nice analysis and time to understand all the nuances and unlock the mysteries and deep stuff (just the way it works with your spouse and friends!), but the first blush is there. 

In a data democracy, metrics have to meet the bar of being instantly useful. And not just that, think of your various levels of management at your company and how little they know. If you send them a metric and it is not instantly useful, then it will be instantly ignored.

You want instantly useful metrics, no explanations required, because that will give you an opening to show your deep stuff: to explain the nuances and highlight your analysis!

Smooch, smooch. Yes?

Example of a Great Web Metric

Let me give you a very simple example that I think will crystallize the previous methodology.

I think Bounce Rate is a great metric. Here is how it passes the required four attributes test:

Uncomplex It measures single-page-view visits. Or, “I came, I puked, I left.” It’s easy to understand, explain, and propagate. Enough said.

Relevant It identifies where you are wasting marketing/sales dollars and which pages stink when it comes to delivering on the “scent.” Those two things apply to most web businesses. Bam!

Timely Bounce Rate is now standard in pretty much every web analytics tool and available in every report. Every day. Nice!

Instantly Useful You can just look at it and know what needs attention. You see a 25 to 30 percent Bounce Rate for your site, and instantly you know things are fine. You look at a page with a 50 percent Bounce Rate, and you know that page needs attention. You see a campaign or keyword with a 70 percent bounce rate, and you know there is a fire.

Set aside a half hour today or tomorrow to apply the four attributes test to your own important web metrics. What do you see?

Three Avinash Life Lessons for Massive Success

I’ve hinted at some painful battle scars that I’ve earned from waging my web analytics campaigns. The following are three lessons that come directly from the front lines.

Perfection Is…the Enemy of Good Enough

Data quality on the Web is not perfect; things change too fast, everyone wants a piece of data yesterday, and your competitors are strong. Don’t spend time getting things perfect when it comes to your metrics.

If you have 90 percent confidence in the data, then make a decision. Don’t wait for perfection. Too often we spend too much time distracted by missing tags or the hoopla of deleted cookies. Follow best practices, and then move on. Go for precision and not accuracy (more on this in Chapter 10).

As my friend Stuart Gold says, “An educated mistake is better than no action at all.”

Critical Few, Baby, Critical Few!

I owe Steve Bennett, the former CEO of Intuit, all the credit for this important lesson. He constantly pushed everyone to identify their critical few, whether it’s priorities, goals, or metrics.

My interpretation of critical few is this: when the entire proverbial platform is burning, what is most important? That statement has phenomenal clarifying power.

If your business is on the line, how do you know things are going well or badly? Cutting through all the clutter of data, which metrics are your critical few? You probably have at most three critical few metrics that define your existence. 

I’ll cover how to diagnose the critical few in the next section and get into more detail in Chapter 5.

The Web Metrics Lifecycle Process Is Your Friend!

Metrics, no matter how great, must stand the test of time and business changes. I recommend the simple Web Metrics Lifecycle Process outlined in Figure 3-27.


Figure 3-27: The Web Metrics Lifecycle Process
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The idea is quite simple. Use the four attributes of great metrics test to identify your critical few metrics, go measure them, then analyze the data you collect, and take action. 

Then there’s the fork in the road. If you can’t take action with anything, then perhaps you are using the wrong metric for your business. Eliminate it. If you can take action, figure out how you can improve it further.

Execute the Web Metrics Lifecycle Process in a timely manner; I recommend at least once a quarter. Some metrics will stay—those are your best friends. Others will outlast their value. Give them a warm hug and say, “Bye-bye.”

Strategically Aligned Tactics for Impactful Web Metrics

In the next three sections, I will outline three strategic elements related to web metrics. The first element, diagnosing root cause, is a technique to help you unravel insights from your critical few metrics. The second element, leveraging custom reports, argues that creating custom reports can accelerate understanding of the site’s performance. Finally I’ll make the case for starting with a solid understanding of the macro view of your site’s performance rather than wandering around in the weeds.

Taken together, these tactics should make you more than great at doing the kind of impactful analysis that transforms organizations. 

Diagnosing the Root Cause of a Metric’s Performance—Conversion

The simple process of identifying a metric as your key performance indicator and creating a graph of it rarely helps you find insights. There is more to it than that.

In one of his talks, my friend Neil Mason shared the slide in Figure 3-28. It was a very funny way of showing the variables he would use to predict how many people came to his talk.


Figure 3-28: Application of predictive analytics—Neil Mason
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Notice how incredibly well conceived it is! Neil thought of all the elements, and now he has a magic formula that spits out a useful number. But if estimating an audience is so complicated, imagine how difficult it might be to understand why your website is doing better this month or did worse last month.

I am going to adapt Neil’s model to outline a methodology you can use to do real root cause diagnosis of your top key performance indicators. Let’s use Conversion Rate as an example (though you can do this with any metric).

Your boss comes into your office and tells you to improve Conversion Rate by 10 percent. Not by 10 points, which would be huge! By 10 percent. What do you do? 

Should you run out and spend a ton of money on affiliates, email campaigns, or paid search ads? Should you run to identify the demographic profiles of people who visit your website? (That was a trick question. The answer is no!)

Instead, I recommend going through an exercise, with your marketers and other smart people, that helps you identify all the variables that could cause Conversion Rate to go up or down.

Figure 3-29 shows the results of that exercise for my ecommerce website.


Figure 3-29: Root cause diagnosis exercise
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Before you can figure out how to improve Conversion Rate, you need to identify all the influencing levers. That’s what you see in Figure 3-29.

Conversion Rate depends on your acquisition strategy (where you spend money to acquire traffic), your organic search keyword ranks, the ease of your checkout process, the distribution of why people come to your site (primary purpose), the website “scent” (ability of your campaigns to deliver traffic to the most relevant pages), and so forth. 

Next you need to collect data for each of the variables you have identified. Analyzing those variables will help you identify where the true opportunities for improvement are. 

The output of this exercise will be something like this: “here are 3 areas out of 15 where we stink.” Now do a cost-benefit analysis of where you can get the maximum bang for your buck. If you have done a good job of identifying all the variables, then after this exercise you’ll be surprised at what you need to improve to win. It won’t be the obvious areas.

You should take away three lessons about this humble process:


Lesson 1: This exercise is of tremendous value.

Lesson 2: This exercise is hard.

Lesson 3: You can’t improve what you don’t understand.



There is one important reason this methodology always works: it forces you to dig in a methodical manner and let the data, not opinions, drive action. It’s work, but then there is no such thing as a free lunch. 

Leveraging Custom Reporting

The most underappreciated problem with understanding the performance of your metrics is, wait for it…standard reports!

Our tools are full of wonderful standard reports that were created with the best of intentions by thoughtful people at our web analytics vendor. These people don’t understand your business! It’s not their fault, though—they’re doing the best they can.

As an example, check out the standard report from Google Analytics shown in Figure 3-30.


Figure 3-30: The standard Search Keywords report—Google Analytics
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Nice. Lots of data and metrics. Hmm…I don’t need Pages Per Visit. Time on Site is distracting. I just want the last two columns. Oh, and the best practice in judging the value of a referring site is to look at Outcomes or Conversions. Where is that? Oh, I have to go to another tab, which is shown in Figure 3-31.


Figure 3-31: The standard Goal Conversion report—Google Analytics
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Lovely. I see my conversions, but I just lost the metrics I wanted. How do I judge quickly if things are going well?

This problem happens with pretty much every tool, and it is a below-the-surface issue that actually hinders progress. But you don’t have to deal with this issue. You can fix it using the custom reporting feature available in most web analytics tools on the market. Hurrah!

Figure 3-32 shows the Google Analytics custom reporting interface.

The custom reporting interface is quite straightforward. On the left you type in the metric or dimension you want to report on. You drag and drop it on the right box (you see me dragging the Per Visit Value metric to the score card area), and you are done. 

While I am at it, notice that I also added custom drill-downs into the data. I can go from Keyword to the Source of that Keyword and then to Search Term, which will help me see what searches people perform when they come from specific keywords. For example, the number-one search by people who come on the keyword Avinash is “compare analytics platforms.” How interesting!


Figure 3-32: Creating custom reports with custom metrics—Google Analytics
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Figure 3-33 shows my finished custom report with just the metrics that I am most interested in, which are metrics that in a single clean view will help me understand performance better and take action.


Figure 3-33: Finished custom report—Google Analytics
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Let me give you one final example of how standard reports can fail you. The standard Landing Pages report in Yahoo! Web Analytics shows you Visits, % Visits, Page Views, and something called a Browse Rate. But you have already learned on this page that the most important metric for Landing Pages is…Bounce Rate!

Figure 3-34 shows how you can quickly fix this problem using the custom reporting interface of Yahoo! Web Analytics and make the report your very own.


Figure 3-34: Customizing the Landing Pages report—Yahoo! Web Analytics
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You drag the Bounce Rate metric to the Metrics box. As soon as you are done with that, go ahead and hit the trash box icon next to Page Views and Browse Rate, and you are done!

You’ll understand performance better and take action faster simply by creating reports with metrics that are important to you.

Creating Micro-ecosystem Reports 

 Some tools such as Google Analytics allow you to add multiple tabs with data on your custom report. Currently you probably have a ton of reports running around the company for each person or group that wants their own nuanced report. Silly. You can eliminate this problem by creating just one report (hence one central place for people to go to) and customizing what each stakeholder sees with multiple tabs (see Figure 3-35). 

The first tab shows the four metrics on which the acquisition team’s performance will be judged. The second tab is for the Big Boss: he cares only about Visits, Conversion Rate, Revenue, and Shipping Revenue (money, money, money!). Finally, the third tab is for Amy, who wants to see Clicks and Visits only.


Figure 3-35: The search “micro-ecosystem” report—Google Analytics
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With one report, a micro-ecosystem report, you have provided everyone a central place to get all their data. And it’s metrics customized to each stakeholder. That’s the way to create a data-driven organization!

Starting with Macro Insights

This section will serve as a bridge between your newfound knowledge thus far about metrics and the next chapter, which specifically focuses on analysis and important analytical techniques.

You’ll have access to lots of data, perhaps more than you ever wanted. Typically, you will open the tool and instantly start with “How is that page doing?” or “Can I report on all the campaigns that are driving traffic to these six pages and measure retention?” or “I have my key KPIs, and I want a detailed report across all top pages on the website.”

Basically you jump gleefully into the weeds. Not that I blame you; it seems like so much fun. Sadly, though, this leads to a classic problem: you can’t see the forest for the trees. 

My recommendation is to never start in the weeds, but instead start with a profound understanding of the forest, of the big picture. I call it focusing on getting the macro insights first.

When you are in the weeds with your daily reports and your deep metrics, everything can seem important. It is tough to know what to explore and what to ignore. So you do everything. No surprise then that you fail to improve your company’s bottom line in any significant manner.

Focusing on macro insights, however, is the simplest thing you can do. It is easier than analysis, and it’s much easier than all the weed-level stuff. Yet few people spend time with the macro (perhaps it is hard to resist the allure of having every piece of data, for every page and every visitor, at your fingertips).

Before you put on the Tarzan suit and swing into the jungle, make sure that you ask four simple questions for macro analysis. Each question will help you figure out exactly where you need to dive deep into data. Your boss will love and adore you, because rather than shoveling reports, you’ll identify specific, actionable items that have a strategic impact on the business.

Q1: “How many Visitors are coming to my website?”

Didn’t I say this was going to be easy? 

This is the simplest first question you can and should answer. Measure Visits to your website (sum of sessions) and measure Unique Visitors (sum of unique persistent cookie IDs).

For both of these metrics, focus on the long-term trends. Go as far back as you can to look for seasonal trends and look for other patterns in the data. Establish your comfort level, specifically, that you understand these metrics and that they are being measured correctly.


[image: eye_gs.eps]
Tip: As you measure Visits and Unique Visitors, avoid diving into the number of repeat visitors, and this rate or that view, for now. Just for now. Hold your horses.



Q2: “Where are Visitors coming from?”

Ohhh…now it’s getting interesting. This question is so full of promise and hope and goodness!

Look at two reports: Referring URLs and Search Keywords. You will almost always be surprised at how people find you.

Referring URLs help you understand which websites are sending you traffic and which are not. It is a great way to begin to understand both what you are doing that is causing traffic to come (relationships, direct marketing, other campaigns, affiliates, and so on) and what you have not done that might be causing traffic.

Look for surprises; you will find them.

With search dominating the landscape, at least for now, look for how much traffic you get for search engines (in your referring URL’s report), and then dive deeper into what keywords and key phrases send traffic from each search engine. This is a gold mine of actionability, specifically for search engine optimization (SEO) and, if you are big enough, pay-per-click (PPC) marketing.

Look for nonbranded keywords. They will indicate that you are getting prospects—people early in the consideration cycle—and that you are getting traffic at the right level for your branded keywords. 

At the end of this quick journey, you can go back to your boss and outline which acquisition strategies are more important and which are not working. 


[image: eye_gs.eps]
Note: Notice we are not looking at countries, states, or ZIP codes. Unless you are in a deeply geo-specific business (say, in Europe), these can be a distraction at this early stage.



Q3: “What do I want Visitors to do on the website?”

The problem with web analytics data is that once you get access, it can be a huge time sink. Every place you turn there is a new piece of data—a new rabbit hole you can jump down. And it can be kind of fun.

Don’t do that! Step away from your website, and take a long, hard look at yourself and your business.

Then answer these simple questions:


Why does your website exist?

What are your top three web strategies (paid campaigns, affiliates, trying to get Digg’ed)?

What do you think should be happening on your website?



Write down the answers, and publish them far and wide in your company and your local newspapers.

The output (your answers) could be metrics or KPIs that you think measure success. It could be simply a list of acquisition strategies for your website (SEO, PPC, DM, and so on), or it could be a mission statement that somehow ties to your company bottom line. You can calibrate the altitude later, but you must have some precision about what you want your customers to do on your website. 
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Note: Marketers, analysts, website owners: Notice that “What do I want the Visitor to do?” is the third question and not the first one. That is because my experience suggests that you need some context from your web data to even think about visitor actions clearly. Often, sans the web data, you don’t have enough understanding of basic web reality to help you answer these questions correctly.



Q4: “What are Visitors actually doing?”

It’s the moment of truth, baby!

Now you take your first shallow dive into the data. Look at these four details in your reports:

Top entry pages Home pages are dead. Thanks to search and marketing campaigns, people come directly deep into your website. Identify the top 20 “home pages” of your website. Mark these as important, educate your boss, and start to wean her or him away from obsession with your website’s home page.

Top viewed pages This is a great way to know what content is being consumed, and it will probably be different from what you think should be consumed. The top viewed pages can also help you, in conjunction with top entry pages, see why people end up looking at what they do.

Site overlay (click density) analysis For your top viewed pages, look at the site overlay report, and analyze the click patterns (only on the top 10 most viewed pages on your site, to keep it simple). It will help you understand navigational challenges on your website, it will help you understand visitor intent, and it will suggest optimization actions you can take.

Abandonment analysis You have surely created your first couple of funnels right now (for your order-taking process or for the steps it takes to submit a lead or take a donation). Check out the funnel steps where the highest abandonment is happening. Visitor behavior there will identify big opportunities that will improve outcomes for you, fast.

The goal is for you to simply get acclimated with content consumption and navigation behavior on your website. This will give you so much more context and a richer understanding of customer behavior. That in turn will be critical as you dive in to measure obvious famous metrics such as Conversion Rate.
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Note: The ordering of details is important. We tend to dive directly into measuring Conversion Rate, and it will turn out to be rather pathetic. Then we work our way backward (with our eyes closed), and inevitably we get frustrated. A better ordering is to understand customer experience to the extent you can with these simple reports and then work forward. Also notice we have not done path analysis. Thank goodness!



So, there you have four simple questions that help you look at the big picture. You can start calibrating what’s most important for your website based on the data and begin to understand your priorities. The questions are simple and straightforward. 

My goal in teaching you the life lessons of Web Analytics 2.0 is to encourage those who have just started with web analytics, or those who are currently frustrated to focus on macro analysis and not step into the quicksand of micro analysis. Far too often we all go micro, and sadly we are never able to go back.

Up next, the glorious world of deeper data analysis.
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