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Welcome back. In this module, we're going to talk about the data that you can get 
from Google shopping and how you can use that to improve your decision making. 
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So let's talk about new customers versus repeat customers, existing customers 
making repeat purchases. Most of us as retailers are focused on new customers. We 
want new customers into our stores, and so we're very, very focused on that 
customer acquisition cost and our profit. Again, revenue for vanity, profit for sanity. 
The ad platforms, however, are generally focused on ROAS, and a return on ad 
spend, sorry, revenue, number of sales. So there's a bit of a disconnect here between 
what we want and what the platform wants to talk about. Also ROAS is a very one 
dimensional metric. 
 
Look, it's way, way better than using CPA or cost per action, because if you have a 
range of different price points in your store, maybe you've got products that sell for 
$20 and products that sell for $5000, then knowing that it costs you $100 to make a 
sale really doesn't help you. You need to understand, well, which sale was that? Was 
that $20 sale or the $5000. Because if it was the $5000 sale, happy days. Do that 
every day and twice on Sunday. If I'm spending 100 to make 20, then someone's 
going to get a stern talking to. ROAS gives us some insight into that. How much 
revenue did I get for every dollar that I tipped in ad spend? But it doesn't take into 
account margin. And we as retailers, we understand margin and we understand 
profit and we want profit, not just revenue. So ROI is a much better metric than just 
ROAS. 
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One way that you can at least start down this road of getting better data, which 
again, is going to give you an edge over other retailers is this. We start by adding 
some code to the store, and I'm sorry, I can't go deep into all of the ins and outs of all 
of that code because quite frankly, I don't really understand all of the ins and outs. 
But you can have your developer add a little piece of code to your Shopify store that 
tells Google if this purchase was to a brand new person, ie. “never seen this email 
address before, new person in our customer database”. So customer purchased, this 
is their first one. Or “yep, I recognize that person. This is not their first rodeo. Seen 
them before and therefore it's a repeat sale”. So that's a little piece of code that gets 
added to your Shopify store. 
 
Then when we push that conversion, and again, if this is all going way over your 
head, take this video, send it to your dev. Don't worry about the details. Send it to 
your dev.  Now when we push that conversion back into Google, we can also push 
the code slightly differently basically and say, "Okay, if this is a new sale, then send 
this particular conversion code."  
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So we create a new conversion action and we say to our checkout page, "Hey look, 
send all of the sales data through as that original purchase," because I don't want to 
mess with what's there. I don't want to ruin my existing reporting. I don't want to 
have to try and compare apples to oranges later on. But if this is a sale from a brand 
new person, then also send this new conversion action, called “first-time customer”, 
exactly as you did before. Send that into Google with the revenue amount. 
 
Now the way we set that up inside of Google is, the critical bit here, is that “include in 
conversions” column towards the right hand side. So we say, "No, do not include this 
first time customer conversion in my conversions column." And so instead it gets 
shoved out to the side and stored in what's called the “all conversions” column. That 
means that your conversions, which you're reporting, is probably based on any 
automated bidding that you're doing. That doesn't change. That stays exactly the 
same. Your purchases, that's all transactions and that is included in conversions. But 
the benefit now of having this new conversion action flow through is now we can do 
some funky stuff.  
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We can now use it to build some custom columns inside of our Google Ads account. 
So here we're looking at the number of sales for a particular day for our various 
campaigns listed down the left hand side.  
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Then we can add some custom columns around this, and there's a video in Agency 
Savvy that describes exactly how to do this, how to create these columns. It's very, 
very easy. And we're now starting to break and tease apart that number of sales. So 
let's just look at the first line. We got 110 sales today from our non-brand shopping 
campaign. We know from this new piece of code that 93.77 of them, let's call it 94 
sales, were to new customers. So we just go 110 minus 94 equals 16. Therefore 16 were 
repeat sales. That's the easy way to do this. 
 
You could set it up so that you send one conversion for new, a different conversion 
for repeat, but if you did that, you'd have to change all of your reporting. You'd have 
to change your data studio, and it would be harder to compare your data after the 
change with the data before. This way of doing it is just a gentler, easier way to do it. 
It isn't going to screw up all of your reporting. We pull in the first sales. We do the 
math, minus one from the other. And then we have this other column called 
percentage new, which is just doing the maths for us, of 94 over 110. In other words, 
85% of our sales were to new customers. Perfect. That's what we want. We want to 
know that the machine is at least mostly aligned with what we want, which is selling 
to new people. 
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Now, if you come down to the fourth campaign at the bottom here, we've got a 
search brand campaign. Now a lot of retailers will ask us to not bid on brand. And 
there's a whole bunch of arguments. We won't get into any of that right now, but 
there's a bunch of reasons why you probably do want to run ads on your own brand. 
It's a defensive play. It's insurance. There's all kinds of reasons why you would want to 
do that. But now at least we have the data to show how profitable this is because 
you can see 66%, two-thirds of our sales were to brand new customers. I think a lot of 
people make the assumption with brand that here's somebody that has already 
bought from us. They know us, they like us, they trust us. They're searching for us by 
name. They're probably an existing customer. I don't need to show ads to that group 
of people. It's a waste of money. 
 
Well, now we know that two-thirds of this $400 that we spent were to brand new 
people. And look, it made $18 000. Spend $400, make $18 000, two-thirds of which 
are to brand new people that have never bought from me before. I reckon that's a 
good deal. I'm happy to spend that $400. I don't want to penny pinch and try and 
save that $400 because I'm probably not going to make up that $18 000 elsewhere. 
In fact, anything less than what, $17 600, if I make any less than that revenue 
elsewhere by hoping that people find me organically, then I'm going backwards. So 
it's almost always worth running brand ads. And you can see we run brand search 
and brand shopping for this particular client. Most of the brand shopping is also new. 
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So let's get a little bit advanced. What else could you do here? Well, we could send in 
multiple conversions, like I said before. One new conversion for new sales and one 
new conversion for repeat sales. And we could add both of those to the conversion 
column. And then we could get rid of that original purchase, which was everything. 
But again, you might need to change all of your reporting.  
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You could also, instead of sending in a revenue figure, you could send in a profit 
figure. So again, use that cost of goods column in your data feed, work out the gross 
profit, and then there's a few ways that you could play this. If you add cost of goods, 
then you get to use these additional columns in the Google interface. 
 
Right now you can only optimize for conversions, but in the future, I'm hopeful that 
we will be able to set our campaigns, and hopefully smart shopping will be included 
in this as well, where we can say, "Optimize for gross profit," not just for a ROAS 
figure, but for a POAS, my friend, who I met online, who I've never actually met in real 
life, an acquaintance in the industry called Frederick, runs theprofitmetrics.io, a 
wonderful tool. He calls it POAS, P-O-A-S, profit on ad spend, which is a pretty cool 
metric, I think, that he's coined. We want to be able to optimize for POAS, not ROAS. 
We want to be able to say to the machine, "Go after profit." 
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Now, if you don't want to add that cost of goods column, the other way you can do it, 
and some of our clients do this, is instead of sending the revenue amount back in as 
the conversion value, you can do the math in the background and send just the 
profit amount. So maybe you should just start the easy way and don't try and 
calculate that as a SKU level, but you just say, "On average, we've got a margin of 
30%. So we'll do the math and we'll send that value in. So, hey Google, we didn't 
make a sale here with a revenue of $100. We made a sale here with a revenue of 
$30." And just send that $30 value back in. Now, inside the machine, you're looking 
for anything above a ROAS of one. I spent $30 to make $30 of profit. That's break 
even. Anything ROAS higher than one is therefore profitable. So that's more of an 
advanced option. Don't worry if that went over your head. 
 

 
What should you use it for? We said before, CPA is virtually meaningless, particularly 
if you've got a range of products. If you only sell one product, then you could use 
CPA. If you only sell a few products and they're all basically the same price, you could 
use CPA. ROAS is generally much better, but ROAS is one dimensional. It doesn't 
take into account margin. ROI is much better. The ultimate though would be some 
form of lifetime value. 
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So let's say now that we don't talk about lifetime-lifetime, but let's look at a 90 day 
window. So over here on the left, just walk across this one left to right. We've spent 
$20 000, we've got a CPA of $20. That's 1000 orders. Our average order value is $75, 
so we've made revenue of $75 000. Okay. We spent $20 to make revenue of $75. So 
we've got a return on ad spend of 3.5-ish. If we now dig into the data and find that 
our average value per customer actually grows by another $50, so that's an 
incremental increase in total revenue over the next 90 days, then we need to 
consider at least that our 90 day revenue is not $75 000 anymore, but it's $125 000. 
We've got a 1000 orders, an average of $50 extra per customer. 
 
We need to take that into consideration with our bidding, because let's say we had 
to hit a ROAS of five for this to be profitable. If we were spending $20 000, making 
$75, maybe the boss starts to say, "We need to wind that down. We need to turn 
some of those ads off. You're losing money every time we run an ad. Stop it." But if 
$20 000 is actually leading to $125 000 of revenue, we're winning. We're six and a half 
or six and a bit ROAS here. Let's do more. So we really need to understand not just 
the revenue that we get in on day zero, but how that revenue changes over time.  
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On Google Analytics, it's bloody hard to do this, frankly. Again, my picture's over the 
top of that $8.05. What we're looking at here is that initial value. So this is a cohort 
analysis. It's a report that you can run inside of Google Analytics, assuming that your 
Analytics is set up properly. If it's not, please watch the video inside Agency Savvy 
that Mercer did for us around Google Analytics. It's about 90 minutes of Analytics 
gold. Watch that. Make sure your Analytics is set up properly. If you can't be 
bothered to do that, go higher. MercerMeasurementMarketing.io, wonderful guy, 
brilliant dude, and amazing with data. Once you've got Analytics set up properly you 
can look at week zero over here, we are making on average $5.90 per user in week 
zero. And then what I've done is I've added up all those other values for the first 12 
weeks, and that came out as a total to $8. So an increase similar to the assumption 
we had on the last page, an increase of about 36%. So we need to take that into 
consideration. 
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Facebook makes that much, much easier in Facebook Analytics, a much underused 
tool in our thinking. And here we can see that monthly lifetime value from month 
one goes from around about $60 up to around about $107 by month three. So an 
increase of around $50 there. So again, we need to take this into consideration.  
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Once we've done that, then we can start to plan out different scenarios. So here are 
our original numbers. We spent $20 000 to make $125 000 over that first 90 days. I 
don't make it all on day one, but over 90 days, that's what that ad spend led to. 
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Then we can start to think about, well, what if we increase our spend by 50%? We 
know that these campaigns are mostly getting sales from new customers because 
we did that hard work earlier. And now we can think about, well, okay, what happens 
if the CPA goes up? What happens if that goes up from 20 to 25, say? Now I'm just 
using CPA here because it's easier to illustrate the point. You're going to use ROAS, 
ROI or lifetime value, as we're showing here. We know that average order value. 
We're going to say that stays at 75. That incremental value, 90 days later, that stays at 
50. That means now we've got 1200 orders because we've spent that much more, but 
we're assuming that the CPA doesn't stay consistent. We're assuming that the 
incremental spend isn't as profitable, and now the average over the whole thing is 
$25.. That extra $10 000 only got us an extra 200 orders. The first $20 000 got us 1000 
orders. The extra $10 000 only got us an extra 200. 
 
However, because of the maths here and lifetime value, and we're starting to think 
about this the right way, now that leads to 150. So I'll spend an extra 10 to make an 
extra 25. It's not brilliant. You can't retire on that, but it's better than a kick in the 
teeth.  
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However, if that CPA would arise too much and go up to let's say 28, well now I'm 
only getting an extra 71 orders for my extra $10 000. And so even if I start thinking 
about 90 day value here, I've spent an extra $10 000 to make an extra nine. That 
probably isn't worth it. There's probably a better place that you can go invest that $10 
000. Maybe go tip that into your Facebook, tip it into YouTube ads, somewhere else, 
but start to plan these scenarios out so that once you start to see what that new 
CPA, that new ROAS is, double check your assumptions. What is happening to our 
90 day revenue? Is it worth spending that incremental amount? Or do we need to 
go spend that somewhere else? 
 
So, this is the ultimate. This is where you get a little bit more advanced and start to 
dig into your numbers and understand that 90 day payback period. Sometimes we 
use 180 days. A few people use three years. But when we took lifetime, we generally 
like to keep it to a sensible date range, so typically 90 days.  
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Now, if all of that is too much, I'll come back in the next video and show you how we 
can help. 
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