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Introduction
Programmatic advertising is one of the most efficient, cost-effective,
customizable, and data-driven methods of buying paid media. It has
become the new normal in digital advertising in a few short years—
so quickly, in fact, that many people still don’t understand exactly
what programmatic means. This also keeps many people from
understanding what a programmatic advertising agency is all about.
This eBook is here to answer those questions. In it, we’ll explain:
•
•
•
•
•
•
•
•
•

what programmatic ads are;
what programmatic agencies do;
what sorts of ads can be managed programmatically;
why and how to hire a programmatic agency;
what the process of working with one looks like;
what pre-optimization means and how it’s done;
how a campaign manager reviews and improves ad performance;
how much you should budget for programmatic advertising;
how to calculate the ROAS of your programmatic ad spend.

From start to finish, this overview was written by our agency’s
specialists in each realm of programmatic, from client onboarding
to campaign optimization to finance. We hope you’ll reach the end
of this eBook with a complete understanding of programmatic
agencies, how they work, and why they’re valuable to marketers and
advertisers of all kinds.

From start to finish,
this overview was
written by our
agency’s specialists
in each realm of
programmatic.
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What Is
Programmatic
Advertising?

By Brett Konen
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Despite the fact that 70 percent of digital ads are currently bought
and sold using programmatic technology, even pro marketers are
sometimes confused by the definition of programmatic. Outbrain
provides a great overview:

“

Programmatic advertising is defined
as the automated buying and selling
of online advertising space. But
actually, it’s much more than that.
The market for digital advertising space is run by ad
exchanges, who operate computerized auctions that
bring together both parties of the transaction:

•
•

Advertisers, who want to buy ad space on the internet.
Publishers, the website owners with digital space to sell.

Programmatic advertising … uses algorithmic software
that handles the sale and placement of digital ad
impressions [in the time it takes a webpage to load].
Programmatic also incorporates traffic data and
online targeting methods to serve impressions more
accurately, efficiently and at scale, which means better
ROI for advertisers and publishers alike.

“

In short, programmatic advertising uses algorithms and data sets
to target the right audience at the lowest price , which makes this
method of digital ad buying the best way to maximize your ROI and
return on ad spend (ROAS). Yes, the process is a little complex, but
that’s exactly why programmatic agencies exist.
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What Does a Programmatic Ad Agency Do?
If programmatic ad tech uses algorithms to help get ads in front of the
right people at the right times, what’s the point a programmatic agency?
Good question. Think of those ad buying platforms (also known as
demand-side platforms, or DSPs) as race cars, and programmatic agencies
as professional drivers on a closed course. DSPs are complex pieces of
technology, and they interact with data management platforms (DMPs) to
help you find and reach your most likely potential buyers online.
Together, these technologies can serve ads to an endless array of specific
and highly granular audiences based on each viewer’s demographic,
location, interests, behaviors, time of day, stage of the purchasing funnel—
even the weather in their city at that exact moment. There are millions of
data sets available, data grains to optimize for, and targeting strategies to
test and learn from. A few things programmatic is really good at:

• Expanding the reach of your ad campaign with third-party data sets
• Using your existing first-party data to build lookalike audiences of
potential customers
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• Transparency (i.e., telling you who is seeing your ads and why—

something traditional ad formats like print and radio struggle with)

• Real-time reporting on campaign performance across a variety of
metrics

• Improving campaign performance over time
Here’s another way of thinking about programmatic: In theory, there’s
such a thing as a perfect ad campaign. It would show your ads exclusively
to buyers with the highest statistical chance of conversion no matter
where they were in the world, targeting each of them at the precise
moment they’re likeliest to buy with the ad creative most likely to resonate.
In practice, perfection is impossible, but programmatic advertising is
designed to get your campaign as close to perfection as the current state
of technology and ad buying best practices will allow.
To return to our race car analogy, no matter how good the car, it will always
go faster with an experienced driver. Most brands simply don’t have the
in-house expertise or time to tackle countless data dives and day-to-day
campaign optimizations—and they don’t need to. It’s more cost-efficient to
outsource this capability by hiring a programmatic ad agency.
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What Sorts of Ads Can Be Managed
Programmatically?
Almost any digital ad format can—and for cost-efficiency’s sake,
generally should—be bought and sold programmatically. The
following are all ad formats a programmatic agency can handle:

• Display ad campaigns (e.g. banner ads of all sizes, placed across
thousands of websites)

• Mobile ad campaigns (e.g. mobile display and in-app ads)
• Video ad campaigns (e.g. pre-roll ads on YouTube and other video
platforms)

• Connected TV/ OTT ad campaigns (e.g. through streaming TV
services like Roku and Hulu)

• Native ad campaigns (ad content that blends into surrounding

editorial content, available across thousands of blog and websites)
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• Digital audio ad campaigns (e.g. through podcasts or streaming
radio services like Spotify, Pandora, or iHeartRadio)

• Paid social ad campaigns (e.g. Facebook, Instagram, Twitter, and
LinkedIn ads)

• Paid search ad campaigns (e.g. Google Ads)
• Geofenced and geotargeted ad campaigns
• Digital out-of-home (DOOH) ads, voice ads, wearable ads, and
other emerging ad channels

• Ad buying through private marketplaces (PMPs) or programmatic
direct

• Ad retargeting and dynamic creative
A programmatic agency can also help with campaign goal setting
and KPI identification; audience data management; brand safety
assurance; and omnichannel reporting.
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Why Work With
a Programmatic
Agency?
A programmatic ad agency is a smart choice for most brands running
digital ads because:
1. Algorithms alone won’t get the best results—a combination of
algorithmic and human expertise will outperform a programmatic
platform’s auto-optimization (auto-opt) feature.
2. Programmatic DSPs (particularly industry-leading options like The
Trade Desk) are expensive to pay for and difficult to learn.
3. Programmatic expertise is more cost-effective to outsource to an
agency than to hire for.
4. Most “full-service” agencies claiming to handle programmatic
campaigns are outsourcing to programmatic specialists like
PrograMetrix; working directly with a programmatic agency cuts out
the middle man, saving money for your campaigns themselves.
5. A programmatic agency will help you identify more key takeaways
from your campaign data, which will help you run more effective ad
campaigns across all formats in the future.
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How to Choose
the Right
Programmatic
Agency

By Chris Shreeve
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As digital media continues to increase
its share of spend over traditional media
avenues, so do the technologies within digital
that help streamline the online advertising
planning and buying process.
Today, programmatic buying platforms are
one of the primary vehicles for brands and
agencies to efficiently buy digital media
across all online sites, apps, and platforms.
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The reality for most advertisers is that they do not have the internal
bandwidth to manage any ad platforms beyond Google and
Facebook, but programmatic advertising presents an opportunity
for more granular targeting and greater scale across display, mobile,
video, native, digital audio, connected TV, and new emerging
channels like digital out-of-home advertising. Since programmatic
platforms are so complex, most marketing teams will rely on an
agency to support their digital media strategy and campaign
management solutions.
With many “full-service” agencies across the country touting their
digital prowess, how can you be sure you’re choosing the right
one to support your programmatic marketing? The following
considerations should help you narrow your options down to find
the best programmatic agency for your brand’s needs.
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Outsourcing Versus Internal Campaign
Management
Most agencies call themselves ad tech experts, but the reality is that many
are more of account managers than actual users of the technology.
When agencies say they offer programmatic advertising solutions but
simply outsource campaign management to third parties (as many do), a
few things can happen:

• Additional layers of fees are added on for having a middleman.
• Response times increase, because your agency doesn’t have their

hands on the keyboard—they often have to “ask their team” for answers
to simple questions.

• The agency will lack real-time strategy and insights to share from
your campaign.

The first step in sifting through potential agency partners is to ask each
one if they are truly managing your campaigns or just outsourcing to
another technology partner.
11

Sophistication of Technology
The more sophisticated the agency, the more sophisticated the
programmatic technology they will be managing. Make sure to ask what
ad platforms are being used to execute your programmatic campaigns.
Many ad agencies offering display advertising use nothing more than
Google Ads, when more complex programmatic advertising software like
The Trade Desk could yield better campaign results and insights. While
Google products can execute some of the same campaign strategies
as industry-leading programmatic tools, it is only one inventory source,
and limiting yourself to Google alone will limit your scale and targeting
capabilities.
Check with your agency partner to learn what types of technologies they
are using: These should include demand-side platforms (DSPs), data
management platforms (DMPs), and publisher management platforms.
The combination of these three tools will ensure that you have the most
robust technologies at your disposal.
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Pricing Transparency
Every agency on the market will talk about their level of transparency, but
most brands don’t know the right questions to ask in order to understand
how their services are truly priced. There are many layers of fees that can
be added onto your campaign, all of which will take budget away from the
actual media in market.
Without probing into your agency’s pricing model, you can sometimes
see media margins of 40 to 70 percent being taken off the top of your
campaign budget. Here are some key questions to ask to avoid this:
•

Can you tell me what goes into your setup fees? Are you actually
setting up the campaign or is your tech provider doing the work?

•

What is your agency management fee, and what other fees are being
layered on from the ad tech partner?

•

If the agency is selling “flat CPMs”: What are the backend margins?
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Depth of Campaign
Optimization
Advertising technologies are built with
AI engrained in the software. The tech is
getting so smart that more than half of your
ad campaigns can be optimized without
any data being evaluated by your agency
partner. If your agency is “auto-piloting” your
campaign optimizations, you should wonder
if their lofty management fees are truly
worth it.
There needs to be a combination of
human and machine management of your
campaign, because there are many cases
where more complex insights can only be
discovered by an actual expert evaluating
the data. Most agencies will simply pace
your campaigns for you, but programmatic
data is abundant: Your campaigns should
be looked at under a microscope by ad tech
professionals in order to generate the best
media performance possible.
Here are a few questions to ask your account
management team:

• How often are you manually optimizing
my campaigns?

• Can you provide optimization notes on
a weekly or monthly basis?

• What grains of data are you optimizing,
and how deep do your optimizations
go?

Choosing the right programmatic
advertising agency is critical to ensuring
your digital media dollars are in the right
hands. Push your agency partners to truly
be transparent, and hold them accountable
to delivering on their service model in order
to justify their fees and get the most out of
your agency partnership.

If your agency is
“auto-piloting”
your campaign
optimizations,
you should
wonder if
their lofty
management
fees are truly
worth it.
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What to
Expect From
Working With a
Programmatic
Agency

By Kelli Lakis
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When you’ve already done the legwork of
choosing the best programmatic agency
for your business, the process of actually
working with that agency to plan, launch,
optimize, review, and wrap up your digital
ad campaigns should be a positive
experience across the board.
You’re paying for their expertise, so you should expect the
process to be seamless—from the initial consultation to signing
the contract to receiving the final report.
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There are a few key things to know as you begin to work with a
programmatic agency, but the most important thing to expect
is transparency and thorough communication through every
step of the process. Beyond that, here’s what the day-to-day of
actually working with a programmatic ad agency looks like.
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Initial Consultation & Qualification
Transparent communication starts on the first phone call. Programmatic
agencies will generally offer a free consultation to assess whether they’re
the right fit for your marketing goals, budget, and specific advertising
campaign needs. If they’re not, they should say so, and you should feel
comfortable saying so as well—that’s why the free consultation stage exists
in the first place.
Most programmatic agencies will have a minimum ad spend requirement
as well as a certain amount of time needed to complete the onboarding
and setup processes, so come to the call prepared to discuss your
advertising budget and target campaign launch date. You should also
be prepared to ask the right questions about the agency’s campaign
management processes, technology, and pricing, as detailed in the
previous section.
From there, the agency may also schedule a more complete presentation
of their services to provide additional information pertaining to your goals.
Pro tip: Start searching for a programmatic agency well in advance of your
target campaign launch date to ensure that you don’t need to rush this
fact-finding portion of the process.

Media Proposal & Contract Approval
Once you’ve shared your digital advertising needs with the agency, they
will develop a formal proposal detailing how they recommend running
digital media to reach your marketing goals. This media proposal will
include information on channels to be used, data to be leveraged,
audiences to be targeted, and ad creative needed. If you don’t have your
own ad creative, the agency may include their recommendations on
creative development.
A high-quality proposal shines from the start, and each element of the
media plan should have sound reasoning behind it. Getting to the ‘why’
behind what they are proposing will help you see the bigger picture of
your campaign strategy. Once both parties are satisfied with the media
proposal, a contract will be provided for review and signature.
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Onboarding & Kick-Off Call
After the contract has been signed, you can expect a kick-off call to
officially start the onboarding process. This is where key stakeholders of
each team will meet and discuss expectations like KPIs, reporting cadence,
and who will be managing the relationship. The details of the media plan
get reviewed here, and no small detail should be overlooked. If you have
questions or concerns that have yet to be addressed, raise them now.
Depending on the campaign launch date, setup can move quickly, so
make sure to have your ad creative and digital assets ready to send over as
soon as possible. We recommend listening to the agency if they provide
recommendations on ad creative best practices: These are often based on
plenty of past experience, and any agency worth working with will have
their thumb on the pulse of what works and what doesn’t.

Campaign Launch
When ad creative has been supplied and logins to tools like Google
Analytics have been granted, the team managing your account will
prepare the campaign to go live. Expect to hear from the agency on the
day of launch, frequently with screenshots of live ads. They should also
review the campaign details with you again and set benchmarks for what
success will look like.
When a reporting tool is available for viewing your campaign results, you
should receive login credentials within a week. We recommend finding
an agency that offers a data visualization dashboard available for your use
24/7. You’ll also want to confirm how often you’ll receive reports on your
campaign performance: Frequency may vary based on the campaign’s
ad spend, length, amount of channels used, and so on. Every agency is
different, but whether you talk by phone or by email, twice a week or twice
a month, just make sure your agency sticks to their commitment.
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Optimization & Reporting
Reporting is the most essential part of the campaign. It’s the longest step
in the process, because it continues from launch until after the campaign
is over. When an agency communicates with you there are several things
they should be sharing, including:

• data-based optimizations they’ve made to improve the campaign’s
results;

• trends they are seeing in campaign performance;
• any concerns they have about the campaign, such as poorly performing
ad creative.

Don’t be afraid to ask big questions and dig deeper into why they are
running things a certain way, even if you’re just curious. If the campaign
performs poorly, it looks bad for everyone, so the agency will want to do
everything in their power to ensure great results.
As the campaign continues, be sure to touch base with your agency about
any shifting goals or priorities—things may change over the course of your
campaign, and your agency will want to be aware of that. An agency’s
willingness to work with you on sudden changes speaks volumes to how
much they care about their clients.
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Campaign Completion & Wrap-Up Report
When all is said and done you should expect a wrap-up report that reviews
the campaign, ensures everyone is happy with the results, and provides
valuable data-based insights. Whether you’ve chosen to renew for another
campaign or part ways after a one-off, this comprehensive report should
showcase campaign successes, highlight how the agency helped to
advance your goals, and note anything that could have been done better.
Agencies love to have case studies and client testimonials on hand, so if
you’ve had a great experience, let them know whether you’d be willing to
share that.
Last but not least, make sure the agency receives any feedback from your
team, whether positive or negative, so they can continue improving their
performance for your business and their other clients going forward. The
agency-client relationship is a two-way street, and both parties should
finish a programmatic campaign with more advertising knowledge and
expertise than they had going into it.
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How to PreOptimize a
Programmatic
Ad Campaign

By Ted Brauneck
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The process of optimizing a
programmatic advertising campaign
allows your campaign manager to make
the ads more efficient and effective in
real time as they work toward reaching
your marketing goals, but there is no
reason to wait until after the campaign
has been launched to start optimizing.
There are several ways to pre-optimize
a programmatic campaign before it
ever begins.
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In order to pre-optimize a campaign, we first need a good
sample size of data to work from. This can come from your
existing site data (most companies use Google Analytics);
data you’ve begun gathering in advance of the campaign for
retargeting purposes (e.g. through a tracking pixel installed
on your website); or any data available from your past digital
advertising campaigns.
The following list provides details on what we look for in that
data. Trends that emerge help your campaign manager
adjust the “bid factors” they use to purchase the best ad
impressions for your campaign goals.
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Pre-Optimizing Based on Past Site Traffic &
Conversion Data
No matter how you gather and monitor your data, every user to your site
leaves a digital trail of information which can be used to make informed
decisions that help pre-optimize a campaign. Good data points to look at
prior to a new campaign include geography, time and day, device type, and
purchase cycle data for past website visitors and conversions.
By reviewing this existing data, a campaign manager can identify trends
and launch your digital ad campaign with a narrower scope than it
would otherwise have at the start. This eliminates time and budget spent
gathering data from scratch on the best places, days, and ways to reach
your brand’s most likely customers.

Geography
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A great way to pre-optimize an ad campaign is to see where previous
conversions or purchases have come from. In a national campaign
leveraging previous data on conversions, we would bid up on the top ten
percent of states in which conversions came from in the past and bid down
on the bottom ten percent. When targeting at the city level, the same can
be done for specific cities or Designated Market Area (DMA) regions.

Technology (Browser, Operating System, & Device)
There is a wealth of data on the technologies associated with a site’s past
conversions, which helps indicate where best to make bid adjustments.
Site statistics will show which devices (PC, mobile, or tablet), browsers, and
operating systems the site’s past conversions have been most frequently
associated with.
Bid adjustments based on technology can have multiplicative effects on
each other (for instance, bidding twice as much on iOS ad impression and
also twice as much on a Safari ad impression may result in a single bid of
four times as much), so we always start with one adjustment at a time.
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Time & Day
Pre-optimizing an ad campaign for time of day can be difficult: It’s
important to note which time zone the ad campaign is set to serve ads
from and which time zone the existing data is coming from. This avoids
incorrectly modifying bids for ad impressions at the wrong times of day.
By looking at the data on time of conversion and cross-referencing it with
site traffic by time of day, we can adjust bids based on the highest-traffic
hours for both website visitors and sales.

Pre-Optimizing for Ad Retargeting
When you sign on with a new programmatic agency, one of the first things
they may do is ask that you install a tracking pixel on your homepage and
any sales or landing pages relevant to the ad campaign. This way, you can
begin building a pool of recent website visitors for ad retargeting.
22

Recency Schedule
If you have recency data associated with your past conversions, this
allows for pre-optimizing the bids of retargeting ad groups to fit the
average length of your sales cycle. For instance, if the data show that
most conversions occur within a few days of the first impression, we
would bid up on recency from the start and lower our bids as days from
the first impression increase, setting the bid to zero at the point at which
conversions typically stop coming in.
Should the data suggest a longer conversion cycle, with many days or
weeks between a conversion and the initial impression, we can bid down
from the start and increase our bids later in the timeline as we near the
point of conversion seen in the data.
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Pre-Optimizing Based on Past Campaign Data
A great way to pre-optimize a campaign is to see which sites previous
ads have run on, and which ones the most conversions have come from.
Compile a list of sites that have performed well for you in the past so your
campaign manager can bid up on those sites accordingly.
With all of the data already available, there is no reason any campaign
should have to wait to acquire performance data before beginning the
optimization process. Your campaign manager can leverage your existing
data in order to make smart adjustments to your initial bid modifications
and launch your digital ad campaign with a head start.
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How a
Programmatic
Ad Campaign
Is Optimized &
Measured
By Riley Tompkins
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The success of a programmatic
advertising campaign is equally
dependent on the campaign’s initial
strategy and setup as well as the
ongoing post-launch optimization
process. You can have the best team of
analysts working on a campaign, but
if the campaign isn’t set up properly
to begin with and the strategy isn’t
aligned with the ultimate goal of the
campaign, no amount of optimizations
is going to fix that.
Conversely, launching a campaign—no matter how well
planned—and forgetting about it all but guarantees
mediocre results. Day-to-day optimizations are what make
for great programmatic campaigns.
Above, we discussed the setup and strategy side of
the equation; now, we’ll focus on how we ensure a
programmatic ad campaign’s success by effectively
measuring and optimizing it once it is live.
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Day-to-day
optimizations
are what
make for great
programmatic
campaigns.

What Is Programmatic
Optimization?
Optimization is the process of improving
a programmatic ad campaign’s
performance in real time based on data.
It’s what makes programmatic advertising
the most efficient use of your digital ad
budget. As discussed above, pre-optimizing
will give your campaign a better start out
of the gate; once you’ve launched, the
optimization process can build on the work
done during pre-optimization.
By the time you launch, you and your
agency should have a very clear campaign
goal in mind and be able to determine
a primary KPI that correlates best with
that goal. Let’s say you are trying to drive
sales from your ecommerce store: You’ll
probably want to focus on your cost per
sale, which we will call cost per acquisition
(CPA). To optimize effectively, every
optimization point (The Trade Desk calls
these “grains,” while Google refers to them
as “dimensions”) should be focused on this
metric. These points include but are not
limited to: browser, operating system, site,
device, audience, creative, and contextual
categories.
After the campaign is launched and has
begun to gather data, you should start
to see a clear pattern emerging that
will inform the optimizations you make.
For example, some ecommerce sites
may generate a higher conversion rate
on desktop than mobile. If the data are
showing this, your campaign manager will
adjust the campaign’s bid factors so they
are lower on mobile and higher on desktop.
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On Interpreting Performance Data
An important thing to keep in mind is how each channel and grain impact
each other. If you see conversion rates are higher on desktop, why wouldn’t
you run a desktop-only campaign? One reason is that, in many cases,
mobile does a better job at driving more efficient traffic to your site due to
higher clickthrough rates (CTRs). A mobile ad may be what gets a viewer
in the purchase funnel, while your retargeting ad group may later target
them cross-device on their desktop and lead to a purchase down the road.
If not for that initial mobile click, they may never have entered the funnel
to begin with—so while mobile may not appear to perform well, it can
actually help bolster desktop performance.
As a general rule, we avoid making too many changes without allowing
ample time to analyze and understand those changes. It’s also best to
start conservatively and get more aggressive with changes as additional
data is gathered and certain trends begin to emerge more clearly. And
when it comes to bid factors, it’s generally best to favor bidding down over
bidding up: If we bid up too aggressively, even on top-performing grains, it
can actually have a negative impact on CPA, as those impressions will cost
much more in the long run.

The Importance of Scale
A common issue that we always keep in mind
when making optimizations is scale. There is
a finite amount of ad inventory available, and
every single aspect and targeting layer of an
ad group has an impact on how much of that
inventory is available. If we want to target sports
fans anywhere on the web across the US, our
scale will be massive—but if we want to target
sports fans only on sports-related pages within
one city exclusively on mobile phones, then our
available inventory is going to shrink drastically.
Sometimes it may be best to loosen targeting
in order to gain additional reach. In other
scenarios, we might have more inventory
than we will ever be able to buy, in which case
we have more flexibility to tighten up that
targeting. This is all based around potential
spend, which the ad platform is able to project
once the campaign is active.

The ultimate
goal is to get
your targeting as
tight as possible
without hindering
delivery and
limiting reach.
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Primary Versus Supporting Metrics
Using the aforementioned example, purchases are our main goal. But
more often than not, there are additional supporting metrics that we can
use to help inform our optimizations. Metrics like average page views per
session and time on site can be valuable as they give a good idea of the
quality of traffic you’re getting and how interested or engaged viewers are
with your brand.
Early on in the campaign you may have a limited sample size when it
comes to purchases (or whatever the primary KPI may be), but if one ad
group is showing significantly more page views per session, then it’s a
pretty safe assumption that whatever tactic we’re using for that ad group is
reaching a better and more engaged audience than the others. This kind of
data can help you fine-tune the campaign without a massive sample size
on your primary KPI. That said, we always implement more conservative
optimizations based on secondary KPIs: The primary KPI should be the
main metric to optimize towards whenever possible.
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How Much
Should Your
Company Spend
on Programmatic
Ads?
By Lacie Edgeman
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As programmatic advertising continues
to mature and increasingly becomes the
new normal in running digital ads, the
importance of leveraging programmatic
technology to improve the return on
investment of your digital ad campaigns
can no longer be refuted.
Experts agree that programmatic
advertising can have a huge impact on
your brand achieving its goals, but the
million-dollar question is: How much
should you spend on programmatic ads?
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Why Spend Money on Programmatic Ads?
Programmatic ads allow you to reach a digital audience everywhere online
that they are living their digital lives. Until recently, brands had no choice
but to place media through traditional advertising channels such as TV,
radio, and newspapers. In this day and age, such an approach is considered
a “spray and pray” campaign—you may reach your target audience, but
you’ll likely also spend money on showing your ads to many others outside
of your target market, resulting in ineffective ad impressions and wasted
ad spend.
Conversely, the programmatic advertising technology available today
allows you to target your ideal customers directly and report on ad
campaign results in unprecedented detail. Being able to review and
understand how your ad dollars were invested and how much return you
received on that investment through programmatic ad tech should be
non-negotiable for your brand at this point.
Because programmatic ad tech has been adopted widely and quickly,
many marketers still don’t understand all the things it can do. A common
mistake we see in the industry is people limiting their digital advertising
campaigns to the most common search and social platforms like Facebook
and Google. While these channels are important components of most
digital advertising strategies, they are only two websites of a vast and
never-ending selection of sites available on the internet. Would you only
invest in two stocks? Probably not. By the same logic, you should diversify
the websites you use to show your digital ads in order to avoid putting all
your proverbial eggs in one advertising basket.
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ROAS for Programmatic Advertising
Return on ad spend (ROAS) is a hot topic right now, as it should be. There
are a few things to consider when looking at your expected ROAS for
programmatic ad spend.
First of all, what stage is your business in? Are you a start-up, or is your
brand already well-established in your industry? Generating brand loyalty
and awareness comes at a price, and it’s going to take much longer and
cost more in ad spend in order to see a return on investment with a startup or new company compared to an established brand.
Secondly, how crowded is your competitive landscape? Who are your
competitors, and how much are they spending on advertising? If you are
a big fish in a small pond, your ad dollars will go much farther than if you
are a small fish in a big pond.

“

If you have a highly competitive landscape,
investing in paid media isn’t a choice—it’s a
requirement for staying in business.

The more competitors you have, the more you will need to spend and the
longer it will take for you to see a return on that spend.
Even if you are in a relatively small competitive market, you still need to
evaluate your competition. If you’re going after a market leader who’s
been around for 50 years or more, is well-capitalized, and has a large
brand following, you are going to need to spend a significant amount on
ads if your goal is to usurp that industry leader.
Finally, how expensive is your product, and is it elastic or inelastic in
demand? If your product is elastic or you have a product that most
people can afford, you’re going to see a much faster and higher ROAS
than other companies or industries. Conversely, if your product is
expensive or inelastic, you are going to need to spend more to target your
audience.
For instance, consider a product that sells for $39.99 versus a product
that costs $4,000. You should see a relatively quick ROAS with a product
that’s $39.99, because the sales cycle is shorter and people are willing to
impulse-buy a product at a price point of $39.99. They’re far less likely to
do so with a product that costs $4,000—but with the latter, it may be that
closing a single sale could represent a complete return on your ad spend
(and then some).
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How to Budget for Programmatic Ads
How should your programmatic advertising budget relate to your
business’s budget as a whole? As we’ve mentioned, a good ad spend
strategy should mirror a good investment strategy. After all, this is an
investment you’re making in your organization. Though it can vary
depending on the three factors discussed in the section above, the
general rule of thumb is to allocate between 5 and 20 percent of your
gross revenue to re-invest in advertising.
This figure can be shocking to some, especially those that have not
invested much in advertising before. That said, because programmatic
advertising is so targeted and can offer such detailed reporting on the
payoff of your advertising investment, programmatic ad campaigns can
help ease some of those concerns and give you confidence in the way
your dollars are being used.
Balancing programmatic with search and social ads works well for driving
brand awareness and new traffic to your site: Together, these help fill
up your sales funnel and drive users farther down the line toward a
conversion. Without the brand awareness and traffic piece of the puzzle,
you won’t get the conversions you’re looking for. Within your advertising
budget, best practices suggest having a marketing mix as follows:
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80%

Digital ads (run through
programmatic ad buying
technology)

20%

Paid search and social ads (run
through Facebook, Instagram,
Google Ads, LinkedIn, and so on)

Depending on your brand, traditional advertising tactics such as TV, radio,
and billboards may still have a place in the mix, but special care should
be taken to not over-invest here due to the difficulty of tracking and
understanding their ROAS. You shouldn’t be spending more than 10 percent
of your entire marketing budget on advertising in traditional media, and
some brands (especially those catering to younger generations) may wish to
eschew it entirely.
It’s important to note that your specific products, brand, or industry may
dictate a slightly different mix, and budget should be reallocated depending
on the awareness and conversions driven by each channel, but the above is a
good rule of thumb for a product or service that needs to increase awareness
and wants to see aggressive growth against competitors.
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Calculating ROAS From Your Programmatic
Ad Spend
There is a fairly straightforward formula to calculate your basic ROAS:
The amount of revenue the ad spend generated, divided by the
amount of money you invested in ad spend to begin with. This
will give you a percentage. For example, if you made $300 on your ad
campaign but only spent $100 to purchase the ads, you’d have a 300
percent ROAS.
However, this simple calculation is flawed and should be part of a
larger calculation when determining your overall ROI from your
programmatic ad spend. Programmatic advertising is especially great
for generating top-of-funnel traffic, so only running calculations on
your final revenue number will not accurately demonstrate the true
ROI for this channel.
To get the right number, first you will need to calculate the lifetime
value of a customer and then decide how much, in dollars, a lead
or potential customer is worth to your brand. You should be using
the lifetime value of a customer amount you determined in the
calculation instead of the purely revenue-based calculation. When
you’ve gained a customer, you can’t count just the revenue generated
today—you need to account for all of the revenue that customer will
bring you throughout their engagement with the brand.
What you really want to understand is the lifetime value of the
customers generated from the advertising, divided by the amount of
money you invested in ad spend. For example, if the lifetime value of a
new customer is $250 and you received two new customers from the
$100 ad spend, your true ROAS would be $500/$100, or 500 percent.
Finally, in addition to the above calculation, you’ll want to pull the
website traffic you’ve been able to generate from the ad campaign.
This is easily accessed through Google Analytics (be sure to set up
proper UTM codes in advance). Let’s say this same $100 campaign
generated 300 unique visits to your website, and you’ve determined
that each visit to your website is worth $10 for your organization. Then
we could say that $3,000 in ROAS was generated by the increase in
website traffic that will be produced in the future. The real ROI for
programmatic is actually the revenue of $500 based off lifetime value
of the new customers, plus the value of your increase in website traffic,
which is $3,000—so $3,500 total on a $100 investment.
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Conclusion
While this eBook only scratches the surface of all that
programmatic is capable of, we hope the high-level
overview shows how programmatic ad agencies help
brands and businesses of all kinds achieve their marketing
goals using programmatic ad tech. From the initial factfinding stages of reaching out to potential partners,
through the onboarding, setup, and campaign launch
process, from pre-optimization to daily data-based
improvements to understanding your final ROAS, what
it all comes down to is open communication, leveraging
the power of modern advertising technology, and using
programmatic expertise to make the best possible datadriven decisions.

We hope this eBook helps you find
the best possible programmatic
partner to realize your marketing
goals, get the most out of your digital
advertising budget, and have a good
time doing all of it.

Chris Shreeve
VP of Business Development
(206) 948-4536
sales@programetrix.com
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At PrograMetrix, we are “The Programmatic Experts.” We focus
on what we’re great at and leverage our expertise to deliver
what our clients value most: better programmatic strategy,
efficient campaign execution, and higher ROI. We come to work
every day to help brand marketers and ad agencies improve
their advertising performance using innovative technology
across display, mobile, video, connected TV, native, digital audio,
social, and paid search channels. For more information or to
schedule a free consultation, visit PrograMetrix.com.

