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Why affiliate marketing?
• Creativity
• Reach
• Attractive pricing model, risk model

/BUT/
• How to supervise small affiliates a retailer has 

never met?
• Many & divergent incentives: merchant, 

network, affiliate program manager, affiliate



Affiliate earns commission if …
• User requests affiliate web site
• User clicks affiliate’s link to merchant   /and/
• User makes a purchase

Merchant can safely partner with anyone?



<iframe SRC="http://affiliate.buy.com/gateway.aspx?adid= 
17662&#038;aid=10389736&#038;pid=2705091&#038;sid=&#038; 
sURL=http%3A//www.buy.com/" WIDTH=5 HEIGHT=5 
frameborder="0" scrolling="no"> 





<img src="http://www.avxf.com/img16.jpg" border="0" 
alt="" /><img src="http://www.avxf.com/img17.jpg" 
border="0" alt="" /> 

GET /img16.jpg HTTP/1.1 ...
Host: www.avxf.com

HTTP/1.1 302 Found ...
Location: http://secure.hostgator.com/cgi-bin/ 
affiliates/clickthru.cgi?id=dsplcmnt01 ...

GET /img17.jpg HTTP/1.1 ... 
Host: www.avxf.com

HTTP/1.1 302 Found ...
Location: http://www.amazon.com/?...&tag=qufrho-20



GET /iframe3? ...
Host: ad.yieldmanager.com ... 
HTTP/1.1 200 OK
Date: Mon, 29 Sep 2008 05:36:02 GMT
...
<iframe src="http://allebrands.com/allebrands.jpg" 
...

GET /allebrands.jpg HTTP/1.1 ...  
Host: allebrands.com ...
...
<a href='http://allebrands.com'>
<img src='images/allebrands.JPG'></a>
<iframe src ='http://click.linksynergy.com/fs-bin/ 
click?id=Ov83T/v4Fsg&offerid=144797.10000067&type=3&
subid=0' width ='0' height = '0'>
<iframe src ='http://www.microsoftaffiliates.net/t. 
aspx?kbid=9066&p=http%3a%2f%2fcontent.microsoftaffil
iates.net%2fWLToolbar.aspx%2f&m=27&cid=8' width='0' 
height='0'>
<iframe src ='http://send.onenetworkdirect.net/z/41/ 
CD98773' width ='0' height = '0'>

McAfee

Microsoft OneCare

Symantec







POST /adshow HTTP/1.1
User-Agent: TSA/4.0.4.1...
Host: a.targetsaver.com
http://www.tesco.com/clubcarddeals/

HTTP/1.1 200 OK
http://www.targetsaver.com/redirect.php?clientID=...
&finalURL=http://redirect.tracking202.com/dl/5668...

GET /dl/5668626?t202kw= HTTP/1.1
Host: redirect.tracking202.com   ...

<script>window.location='http://clkuk.tradedoubler.c
om/click?p=898&a=1686304&g=2385383669505';</script>

GET /click?p=898&a=1686304&g=2385383669505 HTTP/1.1
Host: clkuk.tradedoubler.com

HTTP/1.1 302 Found
Location: http://www.tesco.com/landing?tidsi=Affilia 
tes/Tradedoubler/Direct&url=http://www.tesco.com/



TargetSaver, Inc
269 S Beverly Dr #1200
Beverly Hills, CA 90212 USA



Affiliate earns commission if …
• User requests affiliate web site
• User clicks affiliate’s link to merchant   /and/
• User makes a purchase

Merchant can safely partner with anyone?



Fixing Affiliate Marketing
• Supervising small affiliates

– Penalties?
– Litigation?
– Identity verification

• Name – email – phone number – address – tax ID – IP
– Sequential pseudonymity: reregistering using a 

new name 



Incentives wishlist
• Take existing detection technology as given
• Effective at deterrence

– No more cat-and-mouse
• Undercut incentives for use of pseudonyms 

and multiple identities



Payment delay
• Pay more slowly.
• If uncover a fraud, don’t pay.
• Pay a bonus to make good agents indifferent.

– Compensate good agents for having to wait.



0

rogue non-participation constraint

increasing delay q

principal’s
desired value 

of delay q

payment delay q is sufficiently short 
to be cost-effective for principal

payment delay q is sufficiently 
long to deter rogue agents

principal profit constraint

Resulting incentives



Calibration
change in

principal
profits

(payment delay) q

delay q** prevents as much fraud as 
possible without reducing principal profits

delay q* maximizes principal profits



What does this fix?
• Sequential pseudonymity
• Fraud unredressable due to litigation costs
• Detection systems with low effectiveness

References:

Delaying Payment to Deter Online Advertising Fraud  (2008)
benedelman.org/paymentdelay

Deterring Online Advertising Fraud Through Optimal Payment in Arrears  
Financial Cryptography 2009 - SV LNCS



Fixing Affiliate Marketing
• Supervising small affiliates a retailer has 

never met.
• Managing divergent incentives: merchant, 

network, affiliate program manager, affiliate



Managers’ incentives
• Network: “10% of spend”
• Affiliate program manager: “20% of year-

over-year growth”



CJ Advertiser Service Agreement
To the fullest extent permissible pursuant to 
applicable law, CJ disclaims all warranties 
implied, including … that CJ’s security methods 
will be sufficient …   The entire risk as to 
satisfactory quality, performance [and] 
accuracy … is with you.  CJ is, under no 
circumstances, responsible for the practices, 
acts or omissions of any advertiser or 
publisher.



Affilinet Advertiser T&C’s
10.2 Affilinet shall not be liable (whether in 
contract, tort or otherwise) for any loss of profit, 
revenue or any consequential loss or damage.
10.5 The Platform is made available on an "as 
is" basis without any warranties, terms or 
conditions of any kind, including … as to 
satisfactory quality, fitness for purpose ….
10.6 Affilinet has no control over the Publisher 
Website … and … makes no warranties as to ...
satisfactory quality, fitness … or compliance …



Fixing Affiliate Marketing
• Supervising small affiliates a retailer has 

never met.
• Managing divergent incentives: merchant, 

network, affiliate program manager, affiliate

/AND/
• Retaining the cost-effectiveness, excitement, 

flexibility, and passion of affiliate marketing?



benedelman.org
more examples, perpetrators, and infractions
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