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On the other hand, Jane sees 
the planning phase as a perfect 
opportunity to pause, reflect on 
the previous year’s successes and 
challenges, and really figure out 
how to best spend her budget in 
the coming year . For months, she’s 
been filing away new, cutting-edge 
opportunities while also keeping in 

mind what has worked both recently and in the previous few years . 
She follows industry and consumer trends so she knows the external 
variables at play and why she may need to go one direction versus 
another . Jane also makes sure to talk to key colleagues to find out 
what they are planning to see what internal factors may affect her 
budget choices . When her plan is done, it’s a well-balanced mix that 
addresses what she feels will be important goals for her next year .

The 
Importance of 
Proper Budget 
Planning

At the core of any management role is resource administration: generating the best 
results from managing the resources on hand. Those resources could be people, time, 
expertise, technology – and especially, money, because it can buy the other four. The 
most successful managers are the ones who are able to figure out the best possible way 
to allocate their resources when it comes to planning their budgets.

John spends hardly any time on 
budget planning . He’s just too 
busy doing his daily tasks to take 
a step back and look at the big 
picture . When the budget planning 
cycle comes around every year, 
he basically copies and pastes the 
current year's plan (as he’s done 
since 2007), raises all budgets by 

X%, and clicks the SEND button . John may put in a little thought 
here or there, “Oh, right we’re launching a new mobile app in a few 
months so I should earmark some dollars for mobile app install ads,” 
but he certainly doesn’t feel budget management impacts his ability 
to do his job well .

It’s not hard to imagine that Jane’s well-thought-out plan will have a better chance of being successful than John’s .

Marketers should embrace the planning stage as an opportunity to positively impact all results throughout the year . 

Spread the message within your organization that the marketing budget is not a cost, but rather an investment 

C0-04-0005-EN © 2014 Kenshoo, Ltd. All Rights Reserved

Consider two marketers, John and Jane . 
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The Importance of Proper Budget Planning

Excerpt from A Better Way to Set Your Marketing Budget for 2014 
(Inc.com by Jon Miller)

Marketers’ least favorite time of year has arrived: budgeting season .

Every year, marketers across industries get push back on their budgeting 
plans from CEOs and CFOs . They scrutinize each component of marketing’s 
production and make marketing justify every dollar and headcount .  

But consider this: when the Lenskold Group and emedia asked marketers 
how much they could increase incremental profits in company with a 10 
percent increase in budget, nearly half of marketers responded, “I don’t 
know” . The reality is that marketers cannot expect a CFO or anybody to 
place value on the marketing budget if they are not able to quantify it 
themselves . Not only will that uncertainty inhibit marketers from receiving 
more dollars, it gives CFOs latitude to invert the question and ask, “What 
 are you going to do now that I’m taking 10 percent of budget away?”

It’s the marketer’s job to be able to place value on their budgets .

http://www.inc.com/jon-miller/setting-your-marketing-budget-how-to.html
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Long-term 
vs. Ongoing 
Budget 
Allocation

In digital marketing, budget allocation is generally both a long-term (usually 
annual) exercise as well as an ongoing task to ensure that the budget is  
always being spent optimally. 

Towards the end of every fiscal year, Chief Marketing Officers 
(CMOs) must submit next year’s marketing budget to be approved 
by the organization . Often, these plans are built from other plans 
submitted to them by their channel managers . For example, the 
paid search manager (director, VP, etc .) will provide his or her 
vision for the direction of the channel and then make budget 
recommendations and provide supporting rationale .

These plans are usually set at a high level with many different 
variables considered . Are new products being released? Are new 
branches opening? Is the tablet version of the website launching? 
And most importantly: what are the goals of the company that year 
and how will marketing efforts support important initiatives to 
achieve those results? These and other important factors drive how 
much money a marketing department may ask for and why .

“Which of the following best describes how you expect your fiscal year 2014 marketing budget to compare 
to your 2013 budget?”

Source: B2C Marketers Must Turn Fragmented Marketing Budgets Into Business Budgets: Forrester Research, Inc.

It will be increased by 10% or more

It will be increased by between 5% and 9%

It will be increased by less than 5%

It will be reduced by more than 5%

It will be reduced by less than 5%

It will neither be reduced nor increased

Don’t know

Base: 52 marketing leaders (percentages do not total 100 because of rounding)

4%

8%

29%

12%

8%

37%

4%

Forty-one percent of 
marketing leaders will 
increase budget in 2014

Twenty percent of 
marketing leaders will 
decrease budget in 2014

C0-04-0005-EN © 2014 Kenshoo, Ltd. All Rights Reserved

Source: B2C Marketers Must Turn Fragmented Marketing Budgets Into Business Budgets: Forrester Research, Inc .

http://www.forrester.com/B2C+Marketers+Must+Turn+Fragmented+Marketing+Budgets+Into+Business+Budgets/fulltext/-/E-RES106341
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Long-term vs. Ongoing Budget Allocation

Top-line budgets are usually set annually; however, some marketing 
tasks require monthly or quarterly allocations while others may 
need more attention at the weekly or even daily level . Television 
or sponsorship budgets generally need to be figured out at the 
beginning of the year in order to secure inventory that usually sells 
out months in advance and to allow for more time up front for 
creating the assets and finalizing the deals .

High-volume, automated buying such as paid search or paid social 
advertising are examples where marketers are compelled to analyze 
performance and reallocate fairly often . Marketing channels like 
these have fluctuating landscapes so staying diligent on how much 
is spent on various parts of the program is required in order to 
generate optimal results . Competitors are continuously making 
changes to their programs, which can affect results across that 
sector, so ensuring appropriate budget allocation can be a constant 
struggle .

Regardless of the cadence required, fiscal responsibility is one of 
the most serious and important tasks that digital marketers have on 
their plates . As the old adage states, money doesn’t grow on trees, 
and there aren’t many situations where marketing dollars are spent 
needlessly and without strict accountability . 

The downside to poor budget planning could have the same effect 
as poor ingredient planning would on a baker – one may get the mix 
wrong . Too much water, not enough flour, the wrong kind of sugar: 
all can add up to a bad cake . The same applies to marketing . If the 
plan budgets for too much awareness media, the funnel gets filled, 
but there may not be enough budget to close sales as consumers 
reach the bottom . Spend too much on the bottom of the funnel, 
and there may not be enough to drive substantial volume to meet 
the goals . 

Budget planning requires making tradeoffs . A marketer may really 
want to pursue an exciting new digital opportunity, but it may mean 
taking money away from tried-and-true channels that have been 
proven to drive sales . On the other hand, if a marketer doesn’t try 
new things, he or she may end up overfishing reliable ponds and be 
scrambling throughout the year to reach the set goals .

There are so many digital channels and ad formats to 
consider  Even if you’re focused only on one digital marketing 
channel, such as paid search, there are a lot of factors to consider 
on where and how you should spend your money . There are internal 
and external variables that will influence you while you plan your 
budgets and parameters out of your control that will certainly limit 
your possibilities .

 Budget planning is easy, but getting it right is hard. 
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The Two Key 
Drivers of 
Marketing  
Budget Planning

When allocating budgets, marketers must start with the basics:

F Goal-setting – the results you wish to achieve with your marketing dollars

F Forecasting – the results you believe specific marketing efforts will achieve

These two elements go hand-in-hand to arm marketers with the tools needed to 
make the very best decisions when crafting both the annual plan as well as making 
allocation decisions throughout the year.

Goal-setting

Goal-setting is the most important exercise a marketer needs to 
do at beginning of the budget allocation process, but it’s shocking 
just how many marketers don’t keep their goals at the front and 
center of everything they do . Many times, this is just a factor of 
complacency . “We did X last year, so let’s just do X again .” However, 
the most successful marketers always raise the bar and know that 
wisely utilizing the budget – the most valuable resource you have 
–can mean the difference between a good or bad year .

Goal-setting can be highly complex depending on the number of key 
stakeholders that are relying on the marketing budget to provide 
impactful results . Typically, generating the highest monetary return 
is the main goal for any company, but how that is done generally up 
for debate . 

For example, in a product company, the product teams may want 
the majority of the budget focused on generating adoption for 
the products . Meanwhile, brand teams may want to focus more on 
pushing positive sentiment and sales teams may feel that driving 
warm leads should be the most important thing that marketing is 
supposed to do . As for CEOs, they typically want it all!

It’s the marketer’s job as the steward of the budget to plan towards the goals that he or she feels most responsible for achieving . Marketers 
can’t allow themselves to be pulled in too many directions as spreading out the marketing plan to satisfy numerous stakeholders may end 
up not driving enough results to all of them . Of course, getting too focused on a single goal may not be the best use of the budget either .

Like most things in life, a good balance is what’s generally needed . As a best practice, marketers should lean towards a few core goals (or 
even just one) but still try to accomplish many positive things with their budget . That way, it can be a win for all .

Top 3 Marketing Goals According to US Marketing 
and Sales Decision-Makers, Nov 2013

Increase new customer acquisition

Increase customer lifetime value and loyalty

Grow long-term relationships with customers

Rapidly innovate to meet changing 
customer needs

Improve marketing ROI

Reduce expenses/improve efficiency

Improve cross-sell or upsell volumes to 
existing customers

Reduce customer attrition rates

Increase clickthrough or conversion rates

Source: Forrester Consulting, “Marketing’s Big Leap Forward”
commissioned by StrongView, Feb 5, 2014, eMarketer

Enhance the customer experience across 
channels or touchpoints

(% of respondents) #1 #2 #3

21% 10% 10%

15% 15% 12%

14% 15% 6%

13% 9% 11%

8% 12% 14%

8% 12% 13%

8% 10% 12%

8% 5% 8%

3% 8% 6%

2% 4% 6%

C0-04-0005-EN © 2014 Kenshoo, Ltd. All Rights Reserved

Final Output: You should walk away with a very solid set of prioritized goals  You should also have a clear understanding on 
how you will measure your success and how others in your organization will gauge results  This will be your blueprint to follow 
throughout the planning phase 
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The Two Key Drivers of Marketing Budget Planning

Forecasting

Forecasting how various opportunities will achieve the set goals is 
the crucial component to ensure good decision-making . Throughout 
the planning process, marketers will consider many different 
options over weeks or months and, only by forecasting correctly, 
will they be able to make sense of it all at the end . Forecasting is also 
an important element in helping marketers make the case to key 
stakeholders and explaining their final course of action to the team . 

Essentially, if you are able to forecast accurately, making 
budget choices should be very easy 

Using recent, historical data is always the best input . Marketers 
should use their experience and available tools to define what that 
dataset should be . In some cases, year-over-year (YoY) data is solid, 
but in other scenarios, what happened a year or two ago is too 
outdated . However, if a marketer has run any significant marketing 
against a specific opportunity, he or she should have a pretty good 
idea on the costs and the return . In fact, most good marketers can 
rattle off average metrics on the return-on-investment (ROI) and 
cost-per-acquisition (CPA) of their most utilized channels .

For new opportunities, with which a marketer may not be 
experienced, try to use third-party benchmarking data (which is one 
of the main reasons why many marketers subscribe to this kind of 
research) . Marketers can also estimate the return by comparing it to 
other, similar media types with a bit of their experience thrown in to 
weight it up or down . 

The bottom line is there’s a bit of an art and science that is needed 
when forecasting, especially when unfamiliar with how a particular 
marketing channel will perform . There are also tools that can help . 
Check out the Predictive Modeling section later in this guide for more 
information on how advanced technology is changing the game for 
marketers struggling with forecasting marketing performance .

Final Output: You should conclude the forecasting stage with a set of data tables that clearly show how much return you think 
you will generate from all of your various marketing opportunities  
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Goal-setting and forecasting the annual plan

There’s a reason why most budgets are set annually – they require so 
much work! Additionally, teams need to understand their marching 
orders and the resources they’ll have to carry out their mission . Some 
marketing executions may take weeks, months, or even quarters to 
complete so changing up things too often will just create too much 
chaos if planned more often .

Each organization works differently . For some marketers, once the 
plan is set, it is set! It’s the blueprint for the foundation and won’t 
be tweaked once it has begun . There’s no movement allowed at all 
unless something drastic happens throughout the year . Marketers 
will most likely be held very accountable to their forecasted numbers 
and any performance that falls short will be seen as a failure .

In other organizations, the marketing plan is viewed as just a starting 
point and will be pivoted throughout the year as the environment 
changes . In this model, new opportunities are continuously being 
assessed for their merit and potential to drive the set goals . If 
one channel, publisher, or ad campaign isn’t working, then it gets 
scrapped and that budget is diverted to a more worthy option .

Both models have their pros and cons . Generally, the firm approach 
is needed in very large organizations where there are many different 
stakeholders that will be affected by every change . For example, if 
the head of the email marketing team knows that the email budget 
is rising for the next year, he or she can be confident that the money 
will be there to hire the extra headcount that’s needed . In the more 
fluid scenario, that same email manager may not feel that hiring 
would be prudent as the budget may be removed at any point . So, 
there’s definitely value in stability from a fixed, annual plan .

On the other hand, the market changes constantly . Consumer trends 
change . Competitors change their strategy . Without the ability to 
adapt the budget to these changes, marketers may be six months in- 
to the year and realize that the plan is already dated and inadequate .  

A fluid approach gives marketing organizations an opportunity 
to follow the dollars . That being said, the constant evaluation/re-
evaluation process can be distracting, but it may be necessary to  
be adaptable based on the realities of the business environment .

Goal-setting and forecasting throughout the year

Generally, the annual budget sets the channel, or sub-channel level 
budgets, but the details within are left to the individual channel 
managers . Yes, one may only have $X to spend for the year – no more 
and no less – but how those dollars are spent is up to the individual .

This process is similar to the annual planning, but the goal-setting 
and forecasting is performed continuously whether it’s daily, weekly, 
or monthly . One may have to do some quarterly planning, but it 
can be treated very similarly to the annual planning practice with a 
formalized goal-setting and forecasting process .

For a channel such as paid search (which comprises 50%+ of global 
digital ad spend per eMarketer), marketers have found over time 
that continuous budget re-allocation is the best path to success . 
Every day and every week, search marketers around the world run 
performance reports and analyze them to pull out insights that help 
them best understand where to place their bets . If something is 
working, it gets promoted with the budget . If something isn’t, the 
funding drops . 

With some search marketing accounts comprised of millions of 
keywords and thousands of text ads, it can almost be like finding a 
needle in a haystack, but by staying focused on driving results against 
the set goals, and accurately forecasting the return each element may 
bring, search marketers have been able to drive historical ROI via this 
channel for over a decade . 

How much flexibility do you (or your clients) have to change paid search marketing budgets based on ongoing
return on investment (ROI)?

No flexibility - budgets are fixed Some flexibility A great deal of flexibility

Companies Agencies

0%

10%

20% 12%
4%

46%
55%

42% 41%

30%

40%

50%

60%

Source: State of Search Marketing Report 2013; SEMPO

The Two Key Drivers of Marketing Budget Planning

http://econsultancy.com/reports/sempo-state-of-search
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Considerations 
That Affect the 
Final Budget 
Plan

Once the goals are set and the forecasting has been done, it’s time for the marketer’s 
experience to shine. As reiterated throughout this guide, budget planning is both an 
art and science. It’s a science in the fact that there are very detailed calculations to be 
applied during goal setting and forecasting, but it’s still very much an art because it 
requires the human element to step in and provide expert context to those numbers  
based on known and unknown real-world variables and common sense.

New offerings and direction  Every year may bring new products 
and services that need to be supported by marketing . There may 
even be new divisions that have been launched recently that are 
literally starting from scratch with zero awareness in the market . 
The brand itself may even plan to evolve soon which will require a 
drastically different marketing approach than ever before . The only 
constant in marketing is change .

New assets and resources  If the new mobile app launched two 
months ago seems to be working, it makes sense to keep supporting 
that winning campaign even if the original plan wasn’t to spend as 
much of the budget towards it . The Old Spice campaign that started 
a few years ago and is still active now is an example of how one may 
be able to ride successful efforts .  What if company just signed a 
big sports celebrity to represent the brand? That’s an asset worth 
leveraging in the marketing plan .

As much as we all would like it to be, the truth is that marketing doesn’t sit in a vacuum . It is affected by forces both inside and outside of an 
organization that must be considered when finalizing budgets in the top-level annual plan or reallocation decisions throughout the year .

Internal Factors

Variables within a company can sometimes be the biggest influencers on a marketing budget plan . Hopefully, internal change may be the 
easiest to see coming; marketers may even be able to influence and utilize those forces to their benefit . 

“Smell Like a Man, Man” was a campaign Old Spice probably had no idea was going to be such a hit, but it certainly 
found ways to capitalize on the campaign’s success.

C0-04-0005-EN © 2014 Kenshoo, Ltd. All Rights Reserved

http://en.wikipedia.org/wiki/The_Man_Your_Man_Could_Smell_Like
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Considerations That Affect the Final Budget Plan

Promotions  Many companies have promotions throughout the 
year due to natural seasonality or simply to stimulate engagement 
in the market . It makes sense to spike spending to take advantage 
of these active times by supporting them with higher budgets and 
then drop spending down during the lull periods . However, in some 
instances, the best course of action might be to avoid the clutter, let 
the other activity drive sales, and use marketing as a way to maintain 
consumer awareness between promotions . Ultimately, if marketers 
can align the budget plan with other company efforts, they may be 
able to get more bang for their buck .

However, getting new resources is a luxury – it can often go the other way as marketing budgets are one of the first things to get cut when it’s 
time for a company to tighten its belt on spending .

Changes in the team  Sometimes budget planning can be impacted 
by internal changes to personnel . For example, if the talented 
content marketer is leaving the company, others may be hesitant to 
lean on that channel too much until his or her replacement has been 
hired and ramped up – that may mean diverting some of the content 
dollars to another channel for the first few months . 

Certainly, a big change at the top – CEO, CMO, etc . – could have an 
impact on the plan . If the new CMO wants to be the biggest social 
advertiser in the space, dollars may need to be pulled away from the 
rest of the plan in order to satisfy that new direction .

Dramatic changes in the business  Besides personnel changes, 
there may be major things affecting a business from the inside . A 
merger or a buyout could completely change the direction of your 
budget plan . Intense fiscal issues such as bankruptcies or even going 
public with an IPO are going to also have an impact . 

External Factors

Variables within a company can sometimes be the biggest influencers on a marketing budget plan . Hopefully, internal change may be the 
easiest to see coming; marketers may even be able to influence and utilize those forces to their benefit . 

Seasonality  Seasonality affects almost every business . In fact, 
the National Retail Federation estimates that the end-of-the-year, 
festive shopping season can represent anywhere between 20–40% 
of annual sales . Tax software companies have just a short window  
during peak tax season . For many companies, business ebbs and 
flows with changes of the calendar . Marketers must not only support 
these major time periods but also find ways to continue driving value 
throughout the rest of the year .

Interest over time News headlines

2005

DEC

DEC Olympic Year
DEC

DEC

DEC

DEC
DEC

2007 2009 2011 2013

Olympic Year

Source: http://www .dragonsearchmarketing .com/seasonal-ppc/

FF 
Every December there is a spike in search volume for 

snowboarding but every four years there’s an extra lift in 
February during the Winter Olympics. Snowboard retailers use 

this seasonality information when planning their marketing.

http://www.dragonsearchmarketing.com/seasonal-ppc/
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Consumer trends  As we’ve seen in this era of rapid digital 
innovation, consumers have radically changed the way they 
consume advertising content over the last decade . The internet 
changed everything . Email was also a game changer . Then there 
was broadband penetration, search engines, banner ads, the rise 
of YouTube and online video, and social media . Now, mobile device 
adoption is rewriting the rules . 

Marketers must keep up with consumer trends, or they will find 
themselves falling behind the pack . Even consumer initiatives like 
the organic movement or workplace regulations can change how a 
budget is spent in order to keep communicating a brand’s value to 
the market . 

Industry changes and competitors  Digital disruption also hits 
entire industries very hard . Travel agents were replaced by the likes 
of Orbitz, Travelocity, and Expedia . Videos stores found themselves 
displaced by Netflix and on-demand video . There will always be 
changes, even in the most solid, long-standing industries . 

Competitors can pop up from the most unlikely places . Mobile 
phone makers have been biting into the GPS business since the 
rise of intelligent smartphones . Even though product development 
would be most involved in this example, marketing is expected to 
help combat threats to the business .

Global and regional influencers  Geographic issues such as 
political strife, economic downturns, and even intense weather can 
be major curveballs for any company . How does a marketer plan for 
these? It’s hard . But there should always be a crisis plan in place to 
adapt to these dramatic changes .

Ultimately, marketers have to plan for the best but be prepared 
for the worst. 

Marketing Parameters
There are realities within marketing that will dictate what can even be done with a budget plan .

Inventory limitations and price constraints  Some media, no 
matter how well it performs and how much a marketer wishes to 
buy it, is finite . Paid search advertising is a good example of this . 
Because inventory is directly correlated to when consumers search 
on specific keywords to trigger ads, marketers can literally max out 
on their ability to spend . There are certainly some sponsorship 
opportunities that will sell out if one waits too long to pull the trigger . 

Price is also a big driver of budget planning . It may not make sense 
to invest in a channel because the costs will outweigh the return . 

Creative development  Regardless of the advertising channel, building creative is not cheap, it’s not easy, and it takes a lot of time . And once 
a marketer has spent the time, effort, and money, there’s no guarantee that the creative will be any good once it’s done . Does the production 
team even have the bandwidth to output all of the creative the current plan will need?

Marketers must truly understand all of the soft costs associated with choosing certain channels over others when they evaluate opportunities . 

For example, one may forecast the return-on-ad-spend (ROAS) ratio of Channel A at $10 while Channel B is $14 . It seems like a no-brainer to 
go with Channel B, but what if Channel B is online video which requires a film crew, actors, editing time, locations, sets, hair/makeup, etc . while 
Channel A is paid social advertising text ads which can be written by one person in a few hours? Once the cost of production is added in, the 
ROAS on Channel B may drop to $9 . That’s still a great return from the investment, but it’s not so clear cut anymore which option to fund .

Considerations That Affect the Final Budget Plan
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New channels and ad formats  Twenty years ago, there was a relatively limited set of advertising options for marketers’ investments: 
television, radio, print, direct mail, and billboards . However, every year in digital marketing, there are more and more opportunities to consider . 
Forrester Research dubbed this phenomenon the Splinternet, and it’s become increasingly difficult to sift through these options . 

Consider the evolution of mobile, for example . First there was mobile search . Then mobile banners . Mobile video . Mobile local . Mobile 
geofencing . Mobile gaming . Mobile apps . Mobile social . Mobile commerce . Mobile retargeting . The list goes on and on and on . Digital marketers 
have expressed a lot of frustration that comes from the sheer number of options they must weigh when budget planning, and it’s clear this 
trend will only continue .

Innovations in technology  Adding to the amount of fresh 
channels and sub-channels that marketers must evaluate each year 
are new technological innovations that exponentially increase the 
opportunities with current channels . The first banner ad ran in 1994, 
yet there have been countless advances in targeting to help run 
them better over the years . 

Audience targeting has been a very popular new option for 
marketers to cherry-pick from impressions in order to just reach 
the consumers they feel will find their messaging the most relevant . 
There’s a cost to that data – and in some cases it can be more 
expensive than the actual banners themselves .

The Integrated Plan

Marketing certainly impacts itself . As one pushes or pulls on one part of a budget plan, it influences the other portions . Understanding how 
each piece fits is crucial when deciding how much and where to spend the marketing dollars . 

Cross-channel synergy  Many marketers can evaluate a single channel at a time . Record the costs, forecast 
the return, and it’s basically an apples-to-apples judgment . However, experienced marketers understand 
that a true budget plan is the sum of its parts . 

Television is a channel that has historically been able to drive the performance of other media channels . 
Even if television isn’t under the digital marketer’s charter, there’s still an important need to understand 
how it affects the digital media advertising . Is the offline team planning a big Superbowl TV campaign? Will 
there be a surge of interest on the new product that needs to be supported when those consumers begin 
searching on relevant terms or clicking ads after seeing the television commercial?

Understanding cross-channel synergy can be very potent, and marketers need to budget accordingly to be 
able to take advantage of this power . Recently, Kenshoo studied the positive effects of Facebook advertising 
on paid search marketing . In the Kenshoo white paper, Added Value: Facebook Advertising Boosts Paid 
Search Performance, a large retailer’s campaigns were analyzed via a paired market approach . The Control 
group was only exposed to paid search advertising while the Test group was exposed to both paid search 
and Facebook ads . As you can see, the Test group’s paid search performance was enhanced significantly by 
the presence of social advertising .

Return on 
Ad Spend

Average 
Order Value 

Click-through 
Rate

Cost-per-
Acquisition

+

+

-

Facebook Ads Improve Paid Search Campaign Performance
www.Kenshoo.com/FBAddedValue

Source: "Added Value: Facebook Advertising Boosts Paid Search Performance" © 2013 Kenshoo, Ltd.

30%+
ROAS

24%
AOV

7%
CTR

4.5%
CPA

Considerations That Affect the Final Budget Plan

http://blogs.forrester.com/category/splinternet
http://www.kenshoo.com/fbaddedvalue/
http://www.kenshoo.com/fbaddedvalue/
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Optimization potential  One of the core principles of digital 
advertising is that there is an opportunity to refine it over time to 
increase performance . In magazine advertising, for example, once a 
placement is purchased, the ad is hard coded into the publication 
and the work ends there . Marketers are stuck with the results . 

In digital advertising, marketers can examine performance and 
continuously reallocate budgets to adjust optimization levers such 
as bid price, creative rotation, and targeting options . However, 
some channels are more easily optimized than others, and ones 
with higher optimization potential should be given bonus points 
when it comes down to a tie with other, less-optimizable channels . 
The forecast may show that the return might be the same, but the 
fact that the optimization team may be able to positively affect 
performance later should weigh into your final decision on where to 
spend your advertising dollars .

Holistic measurement  Most digital channels offer basic reporting, 
but for marketers engaging in multi-channel, multi-device, multi-
ad format advertising (probably 95% of digital marketers), single 
source measurement just won’t cut . Thus, many marketers must 
also account for the cost for the measurement of their efforts on 
top of the cost of the advertising . Many marketers lament this fact 
and can’t help thinking how much more media they could be buying 
with that money . 

However, this is money well spent .

Proper measurement not only helps marketing teams to optimize 
the media properly and generate higher returns from the entire 
budget plan, but it is also the tangible record of how well the budget 
was spent . Single source measurement doesn’t do a very good job 
of showing just how impactful the advertising was able to achieve 
goals, and marketers should invest wisely in a good measurement 
system .

Multi-touch attribution . Hand in hand with holistic measurement 
is multi-touch attribution (MTA) . Using MTA, marketers track every 
touch, every interaction – every view, every click, every conversion 
event – to understand how all of the media events are impacting 
and influencing consumers to convert . Only by ensuring that each 
ad interaction is properly attributed value based on the conversion 
event can marketers truly know what is and isn’t working .

The results of each marketing element’s multi-touch attribution 
analysis should be taken into account when forecasting future 
performance and certainly should be utilized as a strong input when 
planning budgets .

“Which of the following describe your top three biggest challenges in setting your marketing budget?”

Securing incremental spend for experimentation and innovation

Connecting marketing goals with business objectives to justify required budget

Allocating spend across different channels

Protecting my budget from senior management cuts

Attribution of revenue results to justify budget

Determining the right total marketing budget for my business

Allocating budgets across business units or geographies

Finding benchmarks across my industry peer group

62%

54%

48%

40%

33%

29%

23%

12%

Source: B2C Marketers Must Turn Fragmented Marketing Budgets Into Business Budgets: Forrester Research, Inc .

Considerations That Affect the Final Budget Plan
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The “70/20/10 
Rule” 

There’s no secret recipe for marketing budget planning, but some marketers have 
adopted the 70/20/10 Rule as a good starting point for their final blueprint.

 
The rule goes as follows: 

TRIED & TRUE : 

70% of the budget is dedicated to what has historically worked and should continue to work. The bulk of the 
budget should go to what you know can drive a return. 

SAFE BETS:

20% of the budget is set on newer channels and innovations that seem like good things to be doing, even if they 
haven’t completely proven themselves yet. Maybe you’ve experimented with a new ad format and are ready to 
spend some serious cash to really see how it can perform.

EXPERIMENTAL: 

10% of the budget is experimental and used on the most cutting-edge, unique opportunities that might have 
a big payoff. Even if it fails, there’s value in trying new things and gaining experience on why something didn’t 
work.

70%

20%

10%

C0-04-0005-EN © 2014 Kenshoo, Ltd. All Rights Reserved
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The “70/20/10 Rule” 

Source: B2C Marketers Must Turn Fragmented Marketing Budgets Into Business Budgets: Forrester Research, Inc .

The final plan may end up being 80/15/5, 60/30/10, or even 90/5/5, but it’s good to have a mix of tactics to keep marketing programs 
fresh and evolving  

“How much of your overall marketing budget is dedicated to experimentation and innovation?”

Note: “Don’t know” responses have been excluded from this analysis
Base: 50 marketing leaders

None

14%

1% to 2%

24%

3% to 5%

30%

6% to 10%

22%

11% to 15%

6%

More than 15%

4%



C0-04-0005-EN © 2014 Kenshoo, Ltd. All Rights Reserved 17 | Kenshoo.com

Predictive 
Modeling: 
The Future of  
Budget Planning

Telling the future isn’t easy. Just because a channel has worked well in the past does 
not mean it will continue to do so. Even though historical data is a critical input into 
these calculations, these tools also need human direction to provide context to explain 
the dips and spikes in performance. 

Predictive modeling helps marketers to better forecast media 
performance by ingesting all of the relevant data, which includes 
historical information as well as quantifiable considerations that 
can affect future performance, and then calculating future results . 
It works very similarly to the way the human mind might approach 
the problem – “well if it’s usually generates $X ROI, and I feel like 
it’s going to even do a little better next year because of A, B, and 
C, then…” – but with the accuracy, scale,  and speed that only a 
computer can provide . 

Today’s predictive modeling tools are much more sophisticated 
than just five years ago . As digital marketing continues its global 
meteoric rise in prominence (1 out of every 4 marketing dollars now 
are digital), new technology available to marketers has helped to 
analyze complex, big datasets in order to best understand where to 
invest their budgets . 

There’s no doubt that predictive modeling can be the budget 
forecaster’s best friend, but it’s just a tool like any other . Although 
these models can crunch numbers faster and more accurately than 
a team of human analysts, they need to be mastered and operated 
with proficiency . 

Marketers should begin building their skillsets and toolbox with 
platforms that provide predictive modeling functionality as this 
technology is quickly becoming the defacto forecasting method of 
the digital marketing industry .

C0-04-0005-EN © 2014 Kenshoo, Ltd. All Rights Reserved

For example, maybe a new shopping cart with an advanced recommendation engine was added to the web store last month and is generating a ton 
of new sales . If an analyst manually tries to average out the last eighteen months of sales, he or she won’t know that the big spike in orders is the 
new trend .

http://www.dmnews.com/digital-commands-25-of-marketing-budgets/article/286160/
http://www.dmnews.com/digital-commands-25-of-marketing-budgets/article/286160/
http://www.kenshoo.com/kenshoo-halogen-technology-and-budget-center/
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Predictive Modeling: The Future of Budget Planning

http://www.kenshoo.com/kenshoo-halogen-technology-and-budget-center/
http://www.kenshoo.com/kenshoo-halogen-technology-and-budget-center/
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Dan Parks, Director, Strategy & Analytics

As a Director on the Strategy & Analytics Team at Performics, an agency that is 
redefining performance marketing by leveraging data and analytics in novel ways, 
Dan works with global marketers in retail, lead gen and brand advertising to create 
predictive models that aid in budget allocation across channels.  In this perspective, 
Dan shares four strategies to predict paid search performance, allocate search 
budget effectively and—ultimately—ensure visibility at the right time.

Marketer's 
Perspective

C0-04-0005-EN © 2014 Kenshoo, Ltd. All Rights Reserved

1  Analyze What You Can Anticipate
Evaluate all data sources available— prior media plans, historical 
program data, seasonal trends, market research and vertical search 
engine data—to predict outcomes in impressions, clicks, engagement 
and sales .  Control for one-time events and seasonal response curves . 
Build living models, validate against a hold-out or actual campaign 
results, and iterate on your forecasts over time .

2  Allocate by Goal
Identify your marketing KPIs and your business KPIs, and know what 
will be dedicated to direct ROI and percentage dedicated to strategic 
initiatives .  This enables you to better optimize against the unique KPIs 
associated with direct response vs . branding .  For example, certain 
keywords may be less likely to generate sales; but they may be key to 
building brand awareness or assisting other “last click” keywords .

3  Get Granular
Build your models at a granular level .  Sometimes you will go down to 
the keyword level for priority, high-volume terms .  When a keyword 
doesn’t drive enough volume for its own model, cluster groups of 
keywords together that act in a similar way and build models for these 
segments .  Granular modeling allows for flexibility in the most efficient 
budget allocation .
 
4  Take Flight
Leave room to increase paid search exposure during flights of high 
brand interest .  Be sure to consider offline events like catalog drops 
or television commercials .  For instance, create TV-to-search models 
to reveal the exact impact TV campaigns have on search volume .  This 
will enable you to give searchers ads when they want them (e .g . after 
viewing your commercial or receiving your catalog) .  By increasing 
budgets caps and focusing on bid adjustments during flight periods, you 
can increase click-through and improve quality scores (via relevancy), 
thus reducing CPCs .

Having the most accurate forecast in place gives us an idea of the opportunities ahead, as well as the campaign’s potential in terms of 
optimization and performance . Forecasts can then be utilized for budget and bid optimization . 

Four strategies for effective budget allocation include:
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Closing Thoughts

Stacie Levy
Senior Director, Marketing   

Kenshoo

Thanks for reading the Kenshoo Guide to Budget Planning for Digital 
Marketers . Hopefully, you’ve gleaned valuable insights to apply to 
your budget planning and management process . 

Budget planning is something that I practically live and breathe 
every day at Kenshoo . I’m ultimately accountable for our marketing 
budget as a whole, across three different global regions, eight 
budget categories, and hundreds of initiatives . Towards the end of 
each year, we spend months looking back at what worked and what 
didn’t, assess our goals, and plan for the year ahead . It’s a big job and 
without the proper tools and the other marketers on my team, it 
would seem near impossible to plan and manage . 

As a team, we’ve come a long way from manual processes and excel 
spreadsheets to now using tools and technology to better manage 
and forecast our budget . I’ve found that we can often get lost in 
analyzing the numbers and obsessing over scenarios . But if we rely 
more on our budget tools and trust our instincts, we can nail down 
a plan with the right balance of proven initiatives and new risks that 
get us excited for the year ahead . 

However, when we’re done planning for the year, it doesn’t mean 
all the budget fun is over . At Kenshoo, we’re constantly learning and 
adjusting our plan to either maneuver around programs that are 
not performing or to seize new opportunities . As a team, we have 
the motto: we’re never a slave to our plan . And we’ve found that 
technology has helped us keep our budget flexible and keep us sane!

So hopefully you've learned a few tips from our guide and are 
able to leverage technology as part of your budget planning and 
management process .

 Happy budgeting! 


