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MEASURING THE PERFORMANCE OF MARKETING — Concretizing Marketing
Through the Use of Metrics

This study concentrates on marketing performance measurement. Often marketing is
seen as a somewhat soft discipline with no concrete metrics available to model its
performance. This study will open up the key metrics used in marketing performance
measurement today, and it will also give marketers means to benchmark their
measurement practices against other companies.

In this study marketing is found to have a dualistic nature when it comes to
measurement. Both the tactical and strategic sides of marketing are important when
performance measurement is concerned. A framework for marketing performance
measurement is formulated to highlight the fact that many different aspects of business
need to be measured and these measurement results combined to be able to monitor
marketing performance. Also the measurement of customer lifetime value (CLV) is
highlighted as the key metric in strategic marketing performance measurement.

The data used in this thesis were collected using a web-based questionnaire targeted at
business executives in Finland. The questionnaire was sent to 15941 respondents of
which 1157 questionnaires were returned and accepted into the final sample. The key
research methods were analysis of variance and grouping analysis, which were used in
formulating answers to 11 hypotheses founded on the base of the framework.

The key findings were that the use of a palette of different metrics has a connection to
the positive perception that executives have of marketing performance. Also firms
operating in different market situations, different positions in the market, and different
business sectors prefer different metrics, and have different measurement practices. The
key obstacles in marketing performance measurement are measurer’s lack of skill, and
management’s lack of time. In addition to these it was noted that CLV is not yet a
widely used metric in Finnish firms, but the importance of this metric has been
identified in companies today.

This study lays a ground for future studies in giving a broad outline of marketing
measurement in companies today. It will help further researchers in finding the key
areas of interest that could be researched further.

KEYWORDS: Marketing performance, marketing performance measurement, customer
lifetime value, marketing metrics
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Markkinoinnin ja johtamisen laitos 25.5.2008

Pro gradu —tutkielma

Noora Farkkila

MARKKINOINNIN TULOKSELLISUUDEN MITTAAMINEN - Markkinoinnin
hyodyn tulkitseminen mittareiden avulla

Tama tutkimus keskittyy markkinoinnin tuloksellisuuden mittaamiseen. Markkinoinnin
tuloksellisuuden mittaamista pidetddn usein haastavana ja monesti markkinoinnin
tehokkuus luokitellaankin yritystoiminnassa mitattavien tekijéiden ulkopuolelle. Tdmén
tutkimuksen tarkoitus on Kartoittaa mittareita, joita kaytetddn markkinoinnin
tuloksellisuuden mittaamisessa. Tutkimustuloksilla pyritddn myds luomaan yrityksille
mahdollisuuksia vertailla omia mittauskaytantgjaan vallalla oleviin kaytantoihin.

Markkinoinnilla on kaksijakoinen luonne. Markkinoinnin tuloksellisuutta maéariteltaessé
tarvitaan seka taktisia ettd strategisia mittaustapoja. Tamén tutkielman teoriaosuuden
perusteella luodaan viitekehys mittaamiselle, joka yhdistdd erilaisia mittareita
yritystoiminnan eri osa-alueilta. Aiempien tutkimusten perusteella asiakkaan elinaika-
arvon mittaaminen osoittautuu keskeiseksi strategisessa markkinoinnin tuloksellisuuden
mittaamisessa.

Tutkimusaineisto kerattiin sdhkodisen kyselykaavakkeen avulla. Kysely kohdistettiin
suomalaisiin yritysmaailman paattdjiin. Lomake lahetettiin 15941 vastaajalle ja 1157
vastausta hyvaksyttiin lopulliseen tutkimusaineistoon. Aineiston avulla selvitettiin
vastauksia 11 tutkimushypoteesiin, jotka muodostettiin tutkielman teorian ja
viitekehyksen pohjalta. Keskeisimmat tutkimuksessa kaytetyt menetelmét olivat
varianssianalyysi ja ryhmittely.

Keskeisimmat tulokset osoittivat yhteyden laaja-alaisen mittaamisen ja sen valilla
kuinka tyytyvéinen yritysjohto oli markkinoinnin tuloksellisuuteen. Liséksi erilaisissa
markkinatilanteissa, erilaisissa markkina-asemissa ja erilaisilla liiketoimintasektoreilla
toimivat yritykset kdayttavat erilaisia mittareita ja mittauskéytantdja. Tutkimuksen
mukaan yritysten suurimmat esteet markkinoinnin tuloksellisuuden mittaamisessa olivat
osaamisen ja johdon ajan puute. Lisaksi kay ilmi, etti asiakkaan elinaika-arvo ei ole
kovin kadytetty mittari, mutta sitd pidetaan kuitenkin keskeisena.

Tassa tyossd tehty laaja-alainen Kkartoitus markkinoinnin mittareiden tilasta
suomalaisissa yrityksissa luo pohjan myohemmalle tutkimukselle. Esiin luodut teemat
voivat helpottaa seuraavia tutkijoita l0ytdméaan mielenkiinnon Kkohteita, joiden
tutkimista voisi jatkaa vield yksityiskohtaisemmin.

AVAINSANAT: Markkinoinnin tuloksellisuus, markkinoinnin tuloksellisuuden
mittaaminen, asiakkaan elinaika-arvo, markkinoinnin mittarit
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1. Introduction

This is a study concerning marketing performance measurement and the metrics
that are used to depict the performance of marketing in firms. This first chapter
will concentrate on outlining the thesis. Firstly the motivation for this study will
be gone through. Several issues on why this topic is important will be brought to
focus. Also the main research question and theoretical and empirical sub-
questions will be formulated to guide the construction of this paper. In the end of
this chapter the key findings of this study are also laid out to give a large-scale

picture of the findings of this thesis.

1.1. The Motivation for This Study

The value of marketing to a firm has emerged as an important topic in today’s
business literature and press. Marketers have been, and continue to be under
minded in the business world, due to the lack of accountability of marketing’s
area of business (Srivastava, Shervani & Fahey, 1998). In addition companies are
making more and more acquisitions, and the value of corporations in these
acquisitions is based largely on intangible marketing related assets, such as
customer relationships and brands. The way these assets are measured greatly
determines the prices paid for acquired organizations. A recent example of this
was Danske Bank’s acquisition of Finnish Sampo Bank for 4,1 billion euros.
Some say that Danske bank paid 4100 euros for each Sampo Bank customer.
(Rautakorpi-Hannula, 2006)

Measuring the value of marketing actions has puzzled researchers and business
professionals for decades. Now, with help of ever more extensive data and
complex modeling systems, information that has been gathered, can be put to



work, in the measurement of marketing performance. Despite the abundance of
information available for analysis, financial executives often remain uncertain
about the effectiveness of their marketing and for example the return on their
marketing euro. According to a survey on members of the Financial Executives
Institute (Financial Executive, 2007), done by Marketing Management Analytics
an American consulting firm, most respondents reported very low levels of
understanding, success and satisfaction in terms of assessing return on marketing
investment, and they tended to view marketing as an expense rather than an

investment producing income in multiple future periods.

On the up side the survey in question reported that those organizations that
employed a variety of metrics for marketing performance measurement, and were
highly satisfied with their efforts, maintained the largest revenue totals, and the
largest marketing budgets. These firms also reported the best relationships
between marketing and finance and marketing was viewed as an investment by
the finance departments of these organizations. According to the survey in
question the trend for the better integration of marketing and finance, better

accountability and communication can be seen.

Another study by the CMO Council (2007) indicated that chief marketers face
intense pressure from bottom-line focused CEOs and demanding corporate boards
to improve the relevance, accountability and performance of their organizations.
Measuring marketing performance, quantifying and measuring marketing’s worth,
and improving marketing’s efficiency and effectiveness were found in this study
to rank among the top challenges faced by marketers. It was stated that proving
marketing’s value was even rated as the top challenge above all other challenges

marketers face.

Top marketing institutions such as the Marketing Science Institute and the

American Marketing Association have recognized the need within the marketing-



and business community for more efficient marketing performance measurement.
The American Marketing Association names showing the return on marketing

investment one of the main hot topics” in marketing today:

“Demonstrating real returns on your marketing investment is always a
challenge, and return on marketing investment (ROMI) has become one
of the most important issues facing businesses in all industries.
Marketers dread having to justify their budgets when rarely is there
solid data to back up their claims of benefits gained from the

investment.”” (The American Marketing Association, 2007)

Also the Marketing Science Institute has made assessing marketing productivity
and marketing metrics the top research priority every other year since 2002. Apart
from these prestigious marketing associations many projects have been founded
within the academic society to find solutions to this problem (for example
StratMark in Helsinki School of Economics).

There is also a large assembly of researchers (e.g. Rust et al., 2004, 2, and Luo
and Donthu, 2006, Srivastava, Raj and Reibstein, David J, 2004) who are trying to
make marketing more accountable and credible through financial measurement.
These researchers, among many others, are concerned with the fact that, due to the
lack of appropriate marketing measurement tools the credibility of marketers and
the role of the marketing function as a core capability within the firm has been
severely compromised. Marketers need metrics that financially oriented people
can understand to justify their existence in the business community.

In addition to the academia the business world has also recognized the need for
better measurement tools. In an interview with Tuomas Kohila, the CEO of
Cidercone, Tuomas clearly stated that he would demand better marketing

measurement from his managers if marketing measurement was possible. Kohila



is not alone with his perceptions of marketing’s immeasurability, but attitudes are
changing. As can be noted from a quote of Sakari Tamminen, the CEO of Ruukki,
“We have calculated that the investments we have made in our brand renewal

campaign will depreciate in 8 years” (StratMark conference 24.1.2008).

1.2. Thesis Outline and the Research Questions

The purpose of this study is to find out what the main research views in marketing
measurement are and also to map marketing performance measurement processes
in practice. The goal is to formulate a framework for marketing performance
measurement that could be used by marketing professionals to help them base
their decisions on widely accepted metrics, and also make it easier to show
marketing’s contributions to the ongoing business and shareholder value. Also the
current state of marketing performance measurement in Finnish companies will be

explored and the current use of metrics will be mapped

The main research question is phrased as follows: How can marketing

performance be measured?

An answer to the main question is formulated through the following sub

questions:
Theoretical:

e  What is marketing performance and what are investments? How are these two
connected?
e  How can marketing performance be measured?

e  What kinds of metrics exist for marketing performance measurement?



Empirical:

What kind of metrics do companies use in marketing performance measurement

What are the effects of the business environment, the market position of the firm
and the operating sector on metrics used?

What is the role of regular measurement practices in marketing performance
measurement?

Does marketing performance measurement have a correlation with business
performance?

What are the main obstacles in marketing performance measurement

Answers to the theoretical sub-questions are sought from various peer-reviewed
scientific publications, and other academic literature. The purpose is to discover
what has been written about marketing measurement, and what are the leading
methods recommended by researchers to conduct marketing measurement. This

theory is meant to provide a foundation for empirical hypotheses formulation.

The empirical portion of this thesis will be carried out as part of a larger data
collection questionnaire. HSE’s and Hanken’s StratMark project is attempting to
collect a uniquely large data with a web based questionnaire targeted at Finnish
business executives. The goal is to map the current position of marketing in firms

through various marketing related question groups.

As mentioned above this thesis is divided into the theoretical part and the
empirical part. The theoretical part constructed as follows: The first portion is
concentrated on defining the core concepts relevant to marketing and basic
financial performance measurement. The second section will concentrate on
different marketing measurement methods proposed in literature. In the final part
of theory a framework will be offered to clarify the marketing measurement
process. The second half of the thesis concentrates on the findings from the



empirical questionnaire depicted above. Eleven hypotheses are formulated, and

these are tested.

The main theoretical conclusions are that marketing is ambidextrous by nature
and many different metrics are needed to for a clear view of performance.
Different measurement processes are also needed depending on the scope of
performance measurement; does it have to do with marketing as a source of firm
value, i.e. a long-term strategic point of view, or marketing as short-term tactical

actions.

A linkage is found between marketing performance and regular measurement
practices. Even though most firms use marketing performance metrics regularly,
companies in different business situations value different metrics. And also the
main obstacles facing marketing performance measurement are analyzed. Top
management lack of time and lack of skill are the main things standing in the way
of marketing performance measurement. The results of this research may give
firms some insight as to what kind of actions can be taken to improve
measurement practices in companies today, and it may also give means for firms
to benchmark their current measurement practices against others or for example

those in the same types of business situations.

The following chapter begins the theoretical part of this thesis by introducing the

important concepts having to do with marketing performance measurement.



2. Important Concepts in Marketing Performance

Measurement

Many concepts having to do with marketing are ambiguous and may be found to
need further explanation. This chapter will concentrate on opening up the key
concepts related to marketing performance measurement. These definitions
outline how key concepts are viewed throughout this thesis. First of all the
ambiguous concept of marketing will be explored. Then the notions of customer-
centricity and the resource-based view (RBV) will be looked at, as they are seen
as important lines of thought in marketing performance measurement. Finally
concepts of the firm, investments and traditional return on investment
measurement will be considered, as they are key concepts in overall business

performance measurement.

In the following chapter also the communalities between firm objectives and
marketing objectives will be looked at in detail. The resource based view (RBV)
gives us some tools to understand what is important from a business point of view
and customer-centricity underlines the way marketing is viewed in this thesis. The
resource-based view has many links to marketing mostly through customer-
related connections. This is the reason RBV and customer centricity are seen as
being connected to each other, and important in marketing performance

measurement.

The end of this chapter is dedicated to grasping the concept of how a firm is
understood in financial terms and how investments are traditionally measured.
Traditional investment calculations of profitability lay a base for broad marketing
performance measurement. Also many traditional financial metrics are commonly

used in measuring the performance of marketing.



2.1 Marketing as a core business concept

Marketing has been understood in many different ways during past years, and still
no clear consensus exists to offer a non-disputed definition for everyone to use.
In 2006 the American Marketing Association (2006) defined marketing as being
an organizational function and a set of processes for creating, communicating, and
delivering value to customers and for managing customer relationships in ways
that benefit the organization and its stakeholders. The UK Chartered Institute of
Marketing describes marketing as the management process, which identifies, and
supplies customer requirements efficiently and profitably. Srivastava et al. (1998)
state that the core objective of marketing is to attract and retain customers.
Lenskold (2002) defines that the ultimate purpose of marketing is to generate
profitable sales. In other words marketing is the holistic view of how to
successfully take products and services to the market (Powell, 2002). To sum it up
marketing is the only function capable of improving the top line (Phillips, 2006).
All these various views on marketing demonstrate the importance and scale of
marketing in a firm, but it also shows that there exist many different ways to
define marketing. More often than not the definitions have something to do with

customers.

As can be derived from the fact that even the simple definition of marketing is not
an easy task, there has been a continuing debate over the role of marketing in a
firm. A fundamental and growing dichotomy in research and practice is the
distinction between marketing as an organizational function and the marketing
process for the firm as a whole (Clark, 2001). The two main postulates in the
StratMark vision are (Vassinen, 2006):

a) the role and scope of marketing is a continuous core process
b) focus is on the customer, not the competition

10



It is important to understand that marketing is not a mere side function, but more a
customer-driven state of mind. As the CEO of Ruukki put it “Marketing is
knowing what the customer wants and delivering the wanted product to the

customer” (Stratmark conference January 2008).

Doyle (2000) defines that the starting point for reasserting the role of marketing
begins with properly defining marketing’s objective. It is not enough to define
what something is, the purpose for its existence must also be defined. Major
business firms today almost universally accept that the primary task of
management is to maximize returns to shareholders. This being the case, the
large-scale purpose of marketing should also be delivering value to shareholders.

It has been said that in competitive markets, only by creating customer preference
through lower costs or superior offer, can a company earn profits above the cost
of capital, and in so doing create value for shareholders. The key role of
marketing therefore is building the idea of a superior offering into the mind of the
customer, and working in cooperation with the other areas in the firm to get the
most value out of the firm’s processes. Marketers must recognize this importance
of shareholders, but they must also understand that it is important to be able to
show the connection between marketing and shareholder value.

Doyle (2000) describes marketing:

Marketing is the management process that seeks to maximize returns to
shareholders by developing relationships with valued customers and creating a

competitive advantage.

According to Doyle (2000) the specific contribution of marketing in the business

lies in the formulation of strategies. This means choosing the right customers,

11



building the right relationships of trust with them and through this building a
competitive advantage. Srivastava, Shervani and Fahey (1999) share in this view.
They see marketing to include all activities that work towards the common goal of

providing superior value to customers.

Sharing Doyle’s and Srivastava, Shervani and Fahey’s’s view, marketing in this
study is understood to consist of customer relationship related aspects. As stated
before researchers have always had a hard time in concretizing marketing into
words. It is a common truth that something cannot be measured if it cannot be
defined. This is why an examination of what is understood as marketing been
made. In this study it is understood that all functions that have to do with
customer acquisition, customer retention and the expansion of the customer
relationship are considered to be marketing related, and thus all customer related
efforts are considered to be marketing investments. Figure 1 sums up marketing’s
purpose, role and objective, as they are understood in this thesis, and it also gives

an idea of how marketing is connected to firms’ overall performance.

12



Marketing

A Firm

Purpose

Role

Marketing is
what the
company does
to achieve
customer
preference, and
thereby, its own

The role of marketing
is building the idea of
a superior offering
into the mind of the
customer, and
working in
cooperation with the
other areas in the firm

Objective

goals (Webster, to get the most value
1992) out of the firms’
processes
To form an entity
Accumulate that works in a
profits through most efficient
products and

services sold

way towards a
common
objective

The main
objective of
marketing is the
same as the
main objective
of a firm: to
increase
shareholder
value

Figure 1 Marketing’s purpose, role and objective and connection to firms’ overall

performance

2.2. The Customer Centric Approach

We all

know that without customers there

iS no business. Some

companies operate under a ‘“‘customer first” philosophy: satisfy the

customer and profits will follow.” (Lenskold, 2004)

As stated in the previous chapter customer centricity is one of the main ideas

behind the StratMark project. Customer centricity is also at the heart of marketing

13




measurement. The grand scale value of marketing is understood to be the value of
customers, and through the value of customers can the strategic value of

marketing be measured.

Kumar, Lemon and Parasuraman (2006) have done research on customer value
and they point out that even though there is much evidence to support the fact that
customer centricity is the best path to profitability, many firms still lean on their
past models of product centricity. This is partly due to the fact that firms are
unaware or reluctant to accept the benefits of customer-centric behavior. Another
big problem is the fact that adopting a customer-centric view demands a lot of
changes in the organization. Change incurs in almost all areas including structure,

culture, process and strategy.

The concept of customer centricity has been around for decades. Shah et al.
(2006) quote Peter Drucker (1954):

“It is the customer who determines what business is, what it produces,

and whether it will prosper.”

Also many other marketing experts (e.g. Kotler) have articulated a customer-
centered viewpoint since the 1960s (Rust, Lemon and Zeithaml, 2001). From that
time to today many researchers have found that the return on marketing
investment for customer centric firms is much greater compared to those who
concentrate on other business aspects. (Shah et al., 2006) The main characteristic
of customer centricity is the increased focus on long-term relationships (e.g.
Hakansson 1982). This is largely due to the shift in the economy from the
dominance of the product sector to the dominance of services (Rust, Lemon and
Zeithaml, 2001).

14



Customer centricity directs attention to concentrate on the customer. At the heart
of this paradigm is not how to sell products, but a mutual value creation for both
the customer and the firm. Below (Table 1) a comparison between the features of
a product-centric approach and the customer-centric approach (Shah et al. 2006)

Table 1 Comparison of the product-centric approach and the customer-centric approach

(Shah et al. 2006)

Product-Centric Approach

Customer-Centric Approach

Basic philosophy

Business orientation

Product positioning

Organizational structure

Organizational focus

Performance metrics

Management criteria

Selling approach

Customer knowledge

Sell products; we'll sell to

whoever will buy

Transaction oriented
Highlight product features and
advantages

Product profit centers, product
managers, product sales team

Internally focused, new product
development, new  account
development, market share
growth: customer relations are
issues for the  marketing
department

Number of new  products,
profitability per product, market
share by product/sub brands
Portfolio of products

How many customers can we sell
this product to?

Customer data are a control

mechanism

Serve customers; all decisions start
with the customer and opportunities
for advantage

Relationship oriented

Highlight product's benefits in terms
of meeting individual customer
needs

Customer segment centers, customer
relationship  managers, customer
segment sales team
Externally focused, customer
relationship development,
profitability ~ through  customer
loyalty; employees are customer

advocates

Share of wallet of customers,
customer  satisfaction, customer
lifetime value, customer equity
Portfolio of customers

How many products can we sell this
customer

Customer knowledge is valuable

asset

Important aspects in customer-centricity are that employees are considered
customer advocates and the importance of information sharing is regarded as

essential so the firm is in a better position to meet customer needs (Shah et al.
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2006). It is important to develop channels of information sharing within
companies, so that different departments share the information they have on
customers. In fast moving and dynamic industries that involve customer
relationships, products come and go, but customers remain. This suggests that the
value of a firm’s customers is superior to the value of brands (products) for many
firms. (Rust, Lemon and Zeithaml, 2001)

Many researchers (e.g. Rust, Lemon and Zeithaml 2001) believe that business
success is based on customer relationships, but due to the difficulty in measuring
the worth of customers many firms rely on metrics that focus on product-based
strategies. The key in getting firms to accept the customer centric approach lies in

better measurement tools.

2.3. The Resource Based View (RBV)

The resource based view (RBV) of the firm can help with the definition of the role
of marketing in business and companies thus adding to the message of the
previous chapters on the concepts of marketing and customer centricity.
According to Srivastava, Shervani, and Fahey (1999) the RBV of the firm
provides a way to connect marketing and business processes as a conceptual
framework. In the RBV a firm’s resources are seen as the ultimate source of
performance differentials between firms. And not just any resources are in
question, but in particular resources that are unique or otherwise costly to copy
(Barney, 1991). According to this view a firm’s performance is based on its
managers abilities to acquire, develop, combine and deploy valuable, rare and
inimitable resources that will add value to the firm’s products or lower the firms
costs. In the view everything adds up the fact that unique combinations of
different resources are difficult to imitate. (Stoelhorst and van Raaij, 2004) These

kinds of resources are mostly intangible.
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Srivastava, Fahey and Christensen (2001) consider the RBV to have several links

to marketing (Figure 2).

What is the source - What is the source -

Issue in RBV | of value? How s value of resources? Organizational
created? learning
] i i

What value is A distinct mean

Marketi perceived, by which value Marketing generates Generating marketing
arke '_ng experienced and th created multiple hard-to- actions provides an

connection understood g copy resources opportunity to learn

Figure 2 The RBV and marketing connection (adapted from Srivastava, Fahey and
Christensen, 2001)

Firstly as stated before customer value creation is at the core of marketing and
marketing attempts to determine what value is perceived, experienced and
understood by customers. Secondly it is marketing activities that provide one
distinct means by which value for customers gets created through determining
customer needs. Thirdly Srivastava, Fahey and Christensen (2001) mention the
fact that marketing generates multiple resources (e.g. customer perceptions) that
can be leveraged in the process of customer value creation. Also they conclude
that the process of competing (developing new products, innovative channels and
new ways of supporting customers) provides an opportunity to learn that leads to

knowledge discovery.

When linking marketing to the RBV it is important to determine what customer
value is constructed of. This because, as stated previously in this thesis, all
marketing related investments come back to the creation of customer value.
Srivastava, Fahey and Christensen (2001) name four core dimensions of customer

value:
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1. Attributes (product features and functional attributes)

2. Benefits (experiential benefits)

3. Attitudes

4. Network effects
According to these researchers marketing plays an important role in navigating
the market to identify the configuration of product attributes and benefits sought
by customers, communicating them to product development teams via the quality
function deployment process as well as assembling the right set of partners to
deliver additional value through networked complimentary products or via
compatibility with more extensive user networks. (Srivastava, Fahey and
Christensen, 2001)

In other words marketing is an important key resource that can bring about
performance differentials between companies. The way marketing brings about
these performance differentials is the way it can influence customer behavior. The
worth of marketing lies in its capability to hold on to, expand and acquire

customer relationships.

2.4. The Connection Between a Firm and Its Investments

The foundation behind all investment profitability calculations is the same. It does
not matter what the investment is consisted of as such, the only importance is its
capability to produce revenue in future time periods that exceed the initial
investment. This is also the case for marketing. When euros are spent on
marketing related ventures, returns are expected from them in the same manner as

they are expected from all other kinds of investments.
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In return on investment calculations it is essential to understand the concept of a
firm, and the linkage between a firm and its investments. In this study a firm is
understood to be a synonym to a corporation. Brearly and Myers (2003) define a
corporation as an entity owned by stockholders who hold shares in the business.
The amount of investors varies substantially between corporations from small
closely held companies to large public companies that have largely traded stock,
but the idea behind carrying on with the business remains the same for all

corporations:

“To carry on with business, corporations need almost endless variety of
real assets. Many of these assets are tangible, others are intangible. All
of them need to be paid for.” (Brearly & Myers, 2003, 5)

The value of the firm has traditionally been determined through the discounted
cash flow of all future dividends. In other words the value of a single stock or the
whole firm to an investor today, is the sum of all the dividends the stock is worth
in today’s currency. Dividends on the other hand are considered to be the sum of
all the free cash the firm can pay out after it has dealt with all investments
necessary for growth. In other words the idea behind firm valuation is roughly its
capability to make money in future years. As concluded earlier in this thesis the
role of marketing in any given business is to make sure the company has an
expanding number of profitable customers in the future. Customers on the other
hand generate these cash flows that make up the value of the firm. Through this

rationalization firm value could be calculated through firms’ customers.

According to Brearly and Myers (2003) corporations face two broad financial
questions: What investments should the firm make, and how should it pay for
those investments? The first question involves spending and the second raising the
money to pay for decided investments. In a capitalist economy, investments in

real assets such as plant, equipment and know-how are guided in large part by the
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prices of financial assets (Bodie, Kane & Marcus, 2005). The basic notion behind
investing, is trying to find real assets that are worth more than they cost and that
produce a return above one that could be achieved in an alternative investment.
This is also true with marketing investments. Like other investments, money spent

on marketing must provide a return that justifies the expenditure.

As noted before the productivity of a firm’s investments is very important to
firms’ shareholders. The productivity of their investment in the firm is completely
reliant on the investments made in the company, and how much these investments
contribute to the amount of free cash flow left to be distributed out as dividends.
This study is concerned with the valuation of marketing. Like other investments,
investments in marketing do their part in generating cash flow to investors. The
problem with marketing investment profitability evaluation is that the relationship
between marketing investments and financial performance can be quite elusive
compared to other investments (Phillips, 2006). Srivastava, Shervani and Fahey
(1999) point out three ways in which marketing processes can contribute to drive

shareholder value:

1. Accelerating cash flows
2. Enhancing cash flows
3. Reducing risk (vulnerability and volatility of cash flows)

All of the drivers mentioned above cumulate companies’ wealth, and in so doing
the wealth of shareholders by effecting investment valuation principles. Earlier
cash flows are more highly valued as they are subjected to lower levels of
discounting (money is more valuable to you if you get it in a few months
compared to a few years). More money is clearly valued above smaller sums.
Also the reduction of risk, effects discounting rates that rise in junction with
estimated risk levels. Investments with moderate risk levels are not subjected to as

high revenue expectancies as high-risk investments.
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2.5.

It is important for marketers to understand their crucial role in the building of firm
value. In chapter 2.1 marketing was defined to include all actions having to do
with the customer relationship. In this chapter the value of the firm was seen to be
built out of the cash flow that customers bring into the company. Thus there is a

clear relationship between marketing and firm value.

Return on Investment (ROI) in General

Return on investment (ROI) is traditionally determined through the discounted
cash flow revenue divided by the investment made. This method of calculation is
very close to the method used to determine the value of a firm discussed in the
previous sub-chapter. It is called the discounted cash flow method. ROI has
originally been a tool for financial officers to measure the worth of the firm to
investors. It is also used to evaluate different investments and how they contribute

to the financial growth of the firm.

The underlying assumption is that every firm has a so-called hurdle rate to be
used in the evaluation of different investment opportunities. This is the rate of
return a corporation demands from all it’s investments that are approved. The
hurdle rate is usually determined in each company by the finance department. The
main method used in determining this hurdle rate is the weighted average cost of
capital (WACC). WACC is the combination of the cost of equity and the cost of
debt. This determines the level where the firm invests and satisfies the return

requirement of both investors and financing institutions.
As mentioned in chapter 2.4 a company’s value can be roughly determined

through the successful investments that it makes. The hurdle rate gives financial

officers a guideline by which to evaluate the contribution of a single investment.
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As is the case with all other investment also marketing investments must meet this

hurdle rate to be worthwhile to the company and its investors.

Srivastava et al (1999) have come to the conclusion that valuing the market value
created by strategic initiatives (in this case marketing) is best reflected by net
present value evaluation of all future cash flows that are expected to accrue to the

firm in result of this investment.

Return on investment measurement is one of the most important tools used by
finance professionals. This tool should also be clearly understood by marketing
professionals, and used to depict the importance of marketing investments. The
usage of common metrics like ROI can help in bringing different areas of business

closer together, and it can also help in promoting co-operation.

2.6. Marketing’s Contribution to Firm Value and the Wealth of

Shareholders

In the previous sub-chapters central concepts in the area of marketing
performance measurement were defined. These definitions are important in
understanding the nature of marketing, and the contribution that business
processes have on the total value of the firm. The key contribution of marketing
lies in its connection to firms’ customers. In a sense the customers of a company
are the responsibility of marketing, it is marketing’s key duty to make the voice of
the customer be heard in the whole firm, and guide the processes within the firm

to work in a customer centric manner.

The value of marketing to a firm should be defined in the same manner as all
other investments. The problem with defining the value of marketing and its
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performance is the fact that the financial contributions of marketing can often be
quite elusive, and direct connections between marketing inputs and outputs can be
hard to show. Srivastava et al (1999) pointed out the three ways that marketing
can contribute to firm value. They also pointed out the four determinants of

customer value.

Customer centricity and the RBV give marketing the definition that is needed to
form marketing a value that can be used in return on investment calculations.
Firstly customer centricity gives marketing its customer-driven nature. Secondly
the RBV highlights the importance of customer value creation as an important
resource of performance differentials between firms. The four determinants of
customer value also form a way to calculate marketing investments. All the
investments made with these determinants in mind can be seen as marketing

investments.
In the following chapter the concrete measures used in marketing performance

measurement will be gone through in detail. The concepts defined in this chapter

lay a base for the metrics portrayed in the following.
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3. Measuring Marketing

’You can only improve what you can manage and you can only manage

what you can measure” (Peter Drucker)

Spending without regard to financial consequence can be disastrous. As with all
other investments also those made in the field of marketing must be financially
accountable. If financial marketing inputs are seen as mere expenditures with no
moneymaking capability, they become easy prey for cost cutters when times get
bad (Rust et al, 2000, pp 139). As stated before the problems with marketing
measurability have threatened marketing’s standing in the firm, made the job of

marketing professionals challenging and their work hard to justify.

Ambler & al (2004) outline, that one of the key reasons for marketing
performance measurement is to obtain timely feedback, so the right things get
done, and that correct corrective actions can be taken. By speaking the same
financial language as the rest of the firm, senior management can obtain a greater
understanding of marketing initiatives, intervene more quickly when value

creation is slowing, and take appropriate remedial action.

Marketers have tended to have the perception that they are seen as a somewhat
“soft” discipline whose investment recommendations have not been taken
seriously by senior management during resource allocation processes. By
embracing the tougher accountability standards of financial measures, marketers
also stand to gain increased legitimacy and credibility with senior management,
who in the end decide where the money is allocated. (Seggie et al, 2007) This
usually means that one must have numbers to back up any kind of investment

recommendation.
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3.1.

Within any organization there is abundant information on customers’ buying
behavior and the performance of the organization. However, in order to make
decisions in accordance with the principal objectives of marketing, marketers
need information with respect to the various value creating processes (Helgesen,
2007). Metrics for marketing performance need to combine both the point of view
of the customers and the point of view of managers and marketers of a particular
business unit. Also the combination of information across department boarders is

crucial.

The many-sided nature of marketing brings along many measurement challenges.
Ambler et al. (2004) call the major one of these the agency theory. This means
that specialist marketers are likely to propose metrics that will justify their
budgets and expenditures. Whilst this is the goal we are after, there is always
room for manipulation, and this is why metrics interpreters must always be

vigilante when orientating in the jungle of different metrics.

In the following part of this thesis marketing’s role as an asset is explained, and
different marketing performance measurement methods will be explored. The goal
is to map the state of marketing performance measurement in academic literature

to date.

Marketing as an asset

As stated previously, the biggest problem contributing to marketing’s lack of
appreciation has been for years the lack of accountability. As Lehmann (2004)
points out, in general a free market system success is measured in currency, So
business actions are naturally evaluated in monetary terms. Marketing has
traditionally counted on softer measures to depict its performance. These efforts
have not been taken in well by the rest of the business community.
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At the core of the problem concerning marketing’s accountability is the question
of can marketing expenditures be considered as investments. In essence an
investment is considered to be something that is seen to generate revenue in the
future in more than one fiscal year i.e. assets. Assets, on the other hand, are
defined by accountants, to be economic resources, owned by an entity, whose cost
at the time of acquisition can be objectively measured (Anthony & Pearlman,
1999, see Doyle, 2000). This definition often leads to the exclusion of intangible
assets, even though in modern companies intangible assets make up the most part

of all assets.

In financial statements, accountants recognize the holdover of many years for
other assets, such as plant assets or R&D expenditures, but not marketing assets.
It has been shown that many marketing assets have strong evidence of holdover,
and that these expenditures should be subject to the same appraisal techniques as
other investments. (Rayburn, 2001)

The fact that marketing expenditures are not included on the balance sheet is
usually explained by the notion that their value cannot be measured with
sufficient accuracy (Doyle, 2000). Their lack of physical qualities makes evidence
of their existence elusive, their value often difficult to estimate and the period in
which their benefits will be received may be indeterminable. This view is based
on the conservatist view of accounting, but in reality it greatly impairs the
usefulness of accounting statements for analysis and comparison purposes. In fact
conservatism in the current period leads to a lack of conservatism in future
periods, because of the fact that marketing expenses deducted in the current
period create sales in future periods thus having an impact on future sales and not
the ones in the current period. (Rayburn, 2001) Srivastava, Shervani and Fahey

(1999) point out that in about 25% of a firm’s assets is shown on balance sheets
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today. The rest 75% is mostly comprised of intangible assets and, in a big part,

assets having to do with marketing.

Marketing assets are no different from the firm’s tangible assets in that their value
lies in their contribution to generating future cash flow. Not all intangible assets
derive from marketing activities, but as the value of customer relationships is the
primary driver of long-term cash flow in most companies, the value of marketing
should be seen as considerable. (Doyle, 2000) After all it is worth noting that even
though other assets depreciate in value, customers and brands are the only assets

that offer potential for appreciation (Hogan et al. 2002).

Marketing related assets such as brands, customer relationships, and market
knowledge are important intangible assets. Proponents of the resource based view
(RBV) of the firm highlight the role of intangible assets in particular as sources of
competitive advantage. The more intangible asset oriented a firm is the harder it is
for competitors to imitate its success factors. The down side of intangible assets is
the fact that they are very difficult to measure. This leads to the problem of
lacking financial statements as they do not reflect the full potential of the firm’s
future return on investment since not all intangible assets can be found in a firms

financial reports.

Whitwell, Lukas and Hill (2007) state that one of the RBV’s key insights is, that
some intangibles matter more than others. Barney (1995) proposes a four-stage
test to analyze the extent and nature of a resource’s contribution to competitive
advantage. This test incorporates four questions that should be considered when
determining which intangibles contribute most to competitive advantage. The

questions are the following:
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The question of value: do a firm’s resources and capabilities add value by
allowing the firm to exploit opportunities and/or neutralize threats?

The question of rareness: how many competing firms possess these valuable
resources and capabilities?

The question of imitability: how easy or difficult is it for other firms to
imitate these valuable resources and capabilities.

The question of organization: is the firm organized to exploit the full
competitive potential of its’ valuable resources and capabilities?

While accountants do not at present measure all intangible assets, the discrepancy
between market and book values shows that investors do (Doyle, 2000). The
importance of valuing the net present value of marketing assets lies in the fact that
net present value is the tool investors’ use to value firms (Doyle, 2000).
Generally, each firm has a responsibility to measure and report upon the value of
its tangible assets. If a publicly listed company wants to state the value of its
intangibles it must be done as a separate item in the annual report or a specific
document. No guidelines exist for the disclosure of intangible assets. Because of
the lack of the regulated reporting controls, disclosure by firms of the perceived
value of intangibles is irregular, subjective and informal. The current unregulated
environment means that firms may be inclined to understate or overstate,
deliberately or inadvertently, the true value of their intangible assets whenever
they feel that the current valuation is either below market expectations or contains

competitive information. (Whitwell. Lukas and Hill, 2007)

Also stock analysts find intangible asset valuation very problematic. In their
interviews Whitwell, Lukas and Hill (2007) found that stock analysts do not, or
cannot, fully comprehend the wealth generation capability of a firm’s intangible
assets and for various reasons, partially or completely exclude them from their
assessments and recommendations. These findings are a cause of concern for

marketers because marketing assets as stated before are to a large degree
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intangible. Whitwell, Lukas and Hill (2007) research study states that combining
the disparate marketing information a firm collects into a collective model that
produces an indicator that could be readily and unambiguously understood by the

external business world would be very important.

According to the study by Whitwell, Lukas and Hill (2007) stock analysts would
welcome a regulated and compulsory valuation system of intangible assets. Also
Gelb (2002) found that the findings in his study support the notion expressed by
the Special Committee on Financial Reporting of the American Institute of
Certified Public Accountants (1994) that users of financial information desire

improved disclosures about firms’ intangible assets.

It is time that marketers start to think alike with financial managers striving to
display the worth of marketing in the universal language of numbers. As Rust,
Lemon and Zeithaml (2004b) mention, “Ultimately a firm wants to know the
financial impact that will result from various marketing actions”. They go on to
add that knowing the financial value is essential in valuing different marketing

initiatives against each other.

The biggest problem that marketing valuation brings to most financial
professionals is the fact that market-oriented companies should begin their
financial analysis in reverse order. According to the very simplest framework one
would have a category of marketing expenditures (inputs) and the profits and cash
flow (out puts). The problem is that marketing related inputs and outputs don’t
have clear linkages. Intermediate measures are needed to link the consumers’
thoughts and actions to financial results. It has become quite clear though that the
whole valuation process should start with the customer (Figure 3). (Ambler,
Kokkinaki & Puntoni, 2004)
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Figure 3 The marketing valuation process

3.2 Customers at the Base of Marketing Valuation and

Performance Measurement

As stated previously the core purpose of marketing is to understand what
customers want and to bring customer wants and needs to the understanding of the
firm. Bearing this thought in mind many researchers (e.g. Ambler, Kokkonaki and
Puntoni and Rust, Lemon and Zeithaml) have based their marketing valuation
techniques on customers. Hogan & al. (2002) point out that the crash of the
dot.com marketplace has brought about this pronounced focus on customer assets.
The inflated values of the dot.com companies where largely due to the
exaggeration of intangible assets. These researchers identify that there is a
growing need to better understand the value of intangible assets, such as customer
value, brands, market networks and intellectual property rights as they make up as
much as 80% of the value of firms today. Also Gupta & Lehmann (2003) and
Shah et al. (2006) and many other researchers place great focus on treating
customers as assets. As consensus of the customer- centricity paradigm expands
ever greater focus will be given to metrics that demonstrate the importance of
these intangibles. Rust et al, (2004a) emphasize that the leveraging of intangible

assets to enhance corporate performance requires managers to move beyond the
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traditional inputs and outputs of marketing analysis and to incorporate an
understanding of the financial consequences of marketing decisions, which

include their impact on cash flows.

According to Barney (1991) assets refer to organizational attributes that an
organization can acquire, develop, nurture, and leverage for both internal
(organizational) and external (marketplace) purposes. Market-based assets can be
divided into relational assets and intellectual assets (Srivastava, Fahey and
Christensen, 2001). Relational assets take into account all the relationships that a
company has with its customers and other stakeholders that are based on factors
such as trust and reputation. Intellectual assets on the other hand refer to the types

of knowledge that a firm possesses about its competitive environment.

As stated by Rust et al, (2004a) it is important to identify marketing assets in
which we invest and understand how the assets contribute to profits in the short
run and provide potential for growth and sustained profits in the long run. This
means that the focus is on marketing expenditures (i.e. marketing
communications, promotions, and other activities) and how these expenditures

influence marketplace performance.

According to Rust et al, (2004a) a firm should have a business model that tracks
how marketing expenditures influence what customers know, believe and feel,
and ultimately how they behave. The connection between marketing actions such
as advertising, service improvements and new product launches aid in the
building of long-term assets of brand equity and customer equity. These
researchers have built a conceptual framework that can be used to evaluate
marketing productivity (Figure 4). This framework also depicts the dualistic

nature of marketing as both strategic and long term and tactical and short tem.
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Figure 4 The Chain of Marketing Productivity (Rust et al, 2004a)

All marketing begins from a firm’s strategy. These strategies are realized through
selected marketing actions taken by the firm (i.e. advertising campaigns, service
improvement efforts, branding initiatives, loyalty programs, etc.). These actions
influence customer satisfaction, attitudes toward brands, loyalty and other
customer-centric elements. This customer impact influences marketing assets
through brand and customer equity. Marketing assets represent the reservoir of
cash flow that has accumulated from marketing activities, but has not yet
translated into revenue. They enable the firm to assess the financial impact of

marketing.
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3.2.

The logic behind traditional firm and investment valuation was explained briefly
in chapter 2. The value of marketing assets described here is based on those
traditional investment valuation methods. The value of marketing assets is
estimated roughly to be the discounted accumulated cash flow to the firm that can
be attributed to marketing actions. It is important for marketers to understand both
the productivity of their marketing actions and the productivity of marketing as a
whole and its contribution to the value of the firm. As stated before, this
framework shows that the nature of marketing is dualistic. There is a broad
strategic side to marketing, which is closely connected to firm value. There is also
a tactical side that needs its own evaluative metrics. Some methods for both of
these sides of marketing will be gone through in the following chapter.

Marketing Measurement Methods

In this chapter some traditional measurement methods used in marketing will be
explored, and some more recent prepositions for more strategic marketing
performance measurement will be brought to focus. On the one hand there is a
strive to measure the affect of marketing on company value as a whole, and on the
other hand researchers are trying to understand which marketing metrics
contribute the most value to marketing professionals every day. Both of these

approaches will be explored in the following.

Many researchers (e.g. O’Sullivan and Abela, 2007) argue that the
implementation of performance measures should result in greater marketing- and
firm performance. This is an obvious goal; otherwise measurement turns out to be
futile. Another gain of using metrics is that it attracts greater attention to the
activities that will be measured. Already this alone will create vigilance toward
certain operations. There is an old saying that says, “What gets measured gets
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done”. Ambler, Kokkinaki and Puntoni (2004) call this the control theory. It
assumes that management has a strategy and known set of intermediary stages
with which actual performance can be compared. Metrics selection is an
essentially rational process by which marketing managers can learn to improve

performance by affecting the performance of the measured variables.

Webster, Malter & Ganasan (2005) state that marketing’s contribution to the
achievement of strategic goals is underrepresented in firms that do not measure
marketing performance. The performance of such firms may suffer as a result of
this. Marketing performance measurement should also lead to learning, which
should enable improved marketing decisions and, consequently better
performance.  Control through metrics is both reactive and proactive in
anticipating problems before they can damage performance (Ambler, Kokkinaki
and Puntoni, 2004). Another gain that measuring provides is feedback.
Performance feedback has been found to influence both managerial attitudes and
behavior. Also feedback relative to goals has been demonstrated to produce strong

effects.

It has been recognized that marketing has the greatest influence and stature in
firms in which there are clear measures of marketing’s contribution. It is also
widely stated that firms should employ both financial and non-financial metrics,
and these metrics should be evaluated against own goals and the performance of
competitors. O’Sullivan and Abela (2007) find that the ability to use a
comprehensive set of metrics is associated with higher CEO satisfaction with
marketing.

In the following sub-chapters many different approaches to marketing
measurement will be explored. The purpose is to put together a comprehensive
understanding of different research approaches that marketing metrics research

withholds today.
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3.2.1. Traditional Marketing Measurement

Traditionally benchmarking against competitors, or using the “last year plus” -
method has determined marketing budgets, and marketing resource allocation.
Benchmarking can provide some useful insights, if strategies in companies are
alike, but this is usually not the case, even within the same industry. Using the
“last year plus” —method is not very wise either, as no one can be sure that the
decisions made last year where based on anything reasonable. (Bradbury and
Kissel, 2006)

As more firms face the pressure from investors and managers to make marketing
more accountable, traditional ways to measure marketing such as brand
awareness, attitudes, or even sales and market share are not enough to
demonstrate a quantifiable return on marketing investment. In fact it has been
demonstrated that marketing actions that are aimed at improving sales or share

may actually harm the long-term profitability of a company (Shah et al, 2006).

Ambler, Kokkinaki and Puntoni (2002) list 38 marketing measurement metrics
that they have categorized into 6 different categories (Table 2). This collection of
metrics was collected in 44 in —depth interviews with senior marketing and
finance managers from 24 UK firms, and a preceding relevant literature review.
The issues addressed in these interviews included: the type of metric collected, the
review of these metrics (i.e. who uses) the assessment of the marketing asset,
planning and benchmarking, practitioners’ satisfaction with their measurement
process and their take on the measurement aspects that needed improvement. The
collection of metrics in table 2 was used by Ambler, Kokkinaki and Puntoni
(2004), and this same collection of metrics, with minor modifications, will be
used in the empirical part of this thesis in mapping the state of metrics usage in

Finnish firms.
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Table 2 Metrics used in marketing (Ambler, Kokkinaki and Puntoni, 2001)

Metrics Used in Marketing

Consumer/End User Thoughts and Feelings

1
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Awareness

Salience

Perceived quality/esteem
Consumer satisfaction
Relevance to consumer
Image/personality/identity
(Perceived) differentiation
Commitment/purchase intent
Other attitudes e.g. liking
Knowledge

Prompted, unprompted or total
Prominence, stand-out

How highly rated

Confirmation of expectations

"My kind of brand"

Strength of individuality

How distinct from other brands
Expressed likelihood of buying
May be a variety of indicators
Experience with product attributes

Consumer/End User Behavior

11
12
13
14
15
16
17
18
19

Total number of consumers
Number of new consumers
Loyalty/retention

Price sensivity/elasticity
Purchasing on promotion

# of products per consumer

# of lead generated/inquiries
Conversations (leads to sales) %
# of consumer complaints

e.g. % buying this year and last
Any measure of volume sensitivity

The width of range end user buys
Number of new prospects
Prospect to sales conversions
Level of end user dissatisfaction

Trade Customer/Retailer

20
21
22

Distribution/availability
Customer satisfaction
# of customer complaints

e.g. number of stores

Relative to Competitor

23 | Market Share % share of market (SOM) by volume
24 | Relative price e.g. SOM value / SOM volume

25 | Loyalty (share) Share of category requirements

26 | Penetration % of total who buy brand in period
27 | Relative customer satisfaction e.g. satisfaction vs. competitor

28 | Relative perceived quality Perceived quality as % leader

29 | Share of voice brand advertising as % category
Innovation

30 | # of new products in period New product launches

31 | Revenue of new products Turnover, sales

32 | Margin of new products Gross profit

Financial

33 | Sales Value (turnover) and / or volume
34 | % discount Allowances as % of sales

35 | Gross margin Gross profit as % sales turnover
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36 | Marketing spend e.g.ads, PR, promotions
37 | Profit/profitability Contribution, trading, or before tax
38 | Shareholder value/EVA/ROI The true financial bottom line

Marketing plays various roles in organizational management. Because of these
various roles many researchers (e.g. Ambler, Kokkinaki and Puntoni) believe that
many metrics are needed to give a clear picture of market dynamics from various
perspectives. In addition the use of various metrics, metrics can be used as a check
on the other metrics. If you come to the same conclusion using multiple different
metrics it is more likely the metrics are pointing you to the right direction. There
is of course a down side to using many different metrics. The relations between
the different metrics must be understood, and also the user must appreciate the

limitations inherent to each metric. (Farris et al, 2007)

The rise of customer relationship management (CRM) and metrics tied to
customer information provided by more sophisticated information processing
systems, have surfaced. CRM metrics have been proposed as a means for firms to
continuously monitor and manage firms’ future value (Zeithaml et al. 2006).
Successful CRM focuses on the two business performance outcomes that have
been outlined throughout this paper: the creation of value for shareholders and the

creation of value for customers. These metrics will be discussed in the following.

It is important to understand that most of these metrics are quite easy to calculate.
The problem mostly lies in the understanding of what is actually counted and
which metric would be most useful in a given situation. Zeithaml et al. (2006)
also point out that many of the metrics used in companies today largely report the
past or present, but not really the future. It is important to understand that metrics
that have forward-looking focus help predict the future by exploiting changes in

the business environment and anticipating customer behavior.
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3.2.2 The duPont Model

The duPont model is a traditional performance measurement tool that was first
developed in the 1930’s. Understanding this model can help marketers to
concentrate on the right things, and understand the cause and effect relationship

between different areas of business calculation.

The model integrates elements of the income statement with those of the balance
sheet. By managing net margins and asset turnover companies can come up with
return on assets. The strength of this tool is providing the understanding that
strong marketing investments and performance will result in higher margins as
well as turnover as expressed in a revenue premium that is for example brand
equity. Srivastava (2004) states that most marketers are familiar with the
consequences of the duPont model, but they choose to ignore them. For example
many sales people are rewarded on volume and revenue related metrics, so these
professionals tend to deliver revenue instead of cash flow. The problem here is
that in so doing margins are cut and asset turnover is reduced. Focus should be
extended to include the discussion of the impact on margins, working capital and
cash flow.
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Figure 5 The duPont model (Srivastava 2004)

SMA Exp.

+

Assets \

Texes and
1 Intrest
Gross
Margin
Net Margin Operating
1 Margin —
Fixed
o —
ROA 0 Expenses
| — X
Sales
Asset -
— Turnover Fixed
— o Assets
X %
Total
1 Assets +
- - Current
Financial
'~ Leverage %
Equity

Other Exp.

Inventory

Acct Rec.

Oth. CA’s

The idea behind the model is that you have to spend money to make money. It is

past investments in customer communications, support, superior product quality

that lead to customer trust and brand and customer equity. The concepts of brand

and customer equity will be further explained later in this thesis. However the

duPont model shows us the financial linkages that help us understand the

importance of marketing related investments to the success of the whole firm. It

also helps in understanding the linkage between apparently small tactical actions

and larger scale firm value related issues, which will be dealt with in more detail

in the following sub-chapters.
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3.2.3. Return on Marketing Investment, ROMI

Some insist that the return on marketing investment (ROI) on marketing is
impossible to quantify, while others suggest that ROl on all investments are
equally calculable or incalculable. This is largely a result of the fact that generally
all investments depend on future sales as their only significant income/return they
have. Future earnings are always mere estimates. There is agreement; at least, that
marketing can and should be measured better than it currently is in most

organizations. (Woodburn, 2006)

Rust, Lemon and Zeithaml (2004, 2) list several different ways to evaluate
marketing’s financial performance. Firstly they, alike other researchers, mention
the analysis of future cash flows. Other financial impact measures they bring up
are the internal rate of return, which is the discount rate that would make the
discounted return exactly equal to the discounted expenditure; the net present
value, which is the discounted return minus the net present value of the
expenditure; and the economic value added (EVA), which is the net operating
profit minus the cost of capital. Even though these measures are somewhat
different, all the measures weigh the return generated by the marketing action
against the expenditure required to produce that return. All these measures
mentioned are used by financial professionals all over the world in firm valuation

and the evaluation of ROI.

Hogan & al. (2002) agree with previous sited researchers (e.g. Srivastava, Fahey
and Christensen and Rust, Lemon and Zeithaml) on that forecasting the cash flow
of customers is very important. However they also point out its vulnerability to
potential bias. The problem lies in not only being able to measure the cash flow
derived from actual customers, but also including potential customers that are yet

to be acquired in the equation.
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Hogan & al. (2002) have drawn up the various ways value can be derived from
customers in the following table (Table 3), these actions can also be used as

guidelines in determining marketing actions and the cost related to those actions.

Table 3 Sources of customer value (Hogan et al, 2002)

Product Current Customers New Customers
Current category Cell 1 Cell 2
*Up-sell Ongoing acquisition
*Upgrade activities

eIncreased usage

Related category Cell 3 Cell 4
Cross-selling away Cross-selling back
from core product to core product
offering offering

Unrelated category Cell 5 Cell 6
Brand extentions Diversification

As stated before marketing is understood in this study to include all customer-
related actions, meaning actions having to do with customer acquisition, retention,
and the expansion of the customer relationship. Thus all expenses incurred from
deriving value from customers are considered marketing investments. Rust et al.
(2004b) also recommend measuring marketing investment through improved
customer perceptions. In other words Rust et al (2004b) assume three strategic

marketing investment categories:

1. Perceived value (the customer’s objective assessment of the utility of a brand,
based on perceptions of what is given up for what is received (Rust et al, 2001))

2. Brand equity (the customer’s subjective and intangible assessment of the brand,
above and beyond its objectively perceived value (Rust et al, 2001))

3. Relationship management ( the incremental tendency of the customer to stick
with the brand, above and beyond the customer’s objective and subjective

assessments of the brand arising from relationship management (Rust et al, 2001))
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Figure 6 Origins of marketing investments (based on Rust, Lemon and Zeithaml, 2001)

According to these researchers the tree categories (perceived value, brand equity
and relationship management) span all major marketing expenditures (figure 7).
Rust, Lemon and Zeithaml’s marketing expenditure categories are similar to
Srivastava et al’s (2001) core dimensions of customer value introduced in chapter
2. Perceived value has a connection to Srivastava, Fahey and Christensen’s
attributes, brand equity is closely related to Srivastava, Fahey and Christensen’s
benefits and attitudes and relationship management is closely linked to network
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effects. Both of these groups of researchers agree that these are the main
determiners of marketing and thus the main determinants of the origins marketing

investments.

In previous research (e.g. Zeithaml 1988, Gale 1994, see Rust, Lemon and
Zeithaml, 2001) perceived value is constructed of three key antecedents: quality,
price and convenience (e.g. time costs, search costs, and effort). These are the
things that can be noted directly when coming into contact with a given product or

service.

Brand equity on the other hand is driven by image and personal feeling. It is
constructed of the following antecedents: brand associations or attitude, brand
awareness or familiarity, and corporate ethics. Ambler (2000, see Ambler,
Kokkinaki, Puntoni, 2004) describes brand equity as the reservoir of cash flow
that has been earned by good marketing, but has yet to materialize as sales of
profits. According to Rust, Zeithaml and Lemon (2000) the role of the brand is
threefold. It builds awareness and attracts customers, it builds emotional

connections with customers, and it reminds customers to repurchase.

For relationship management the key drivers are loyalty programs, special
recognition and treatment, affinity, community building, and knowledge building.
The key is strengthening the aspects of the relationship that are important to the
customer. Customers like feeling special. When emotional ties to the company are
high, customers are likely to buy more and stay with the same provider. (Rust,
Zeithaml, and Lemon, 2000)
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In their research Rust, Lemon, and Zeithaml (2004b) have drawn up the following

conceptual model in figure 8 for measuring the return on marketing investment:

Cost of
marketing

investment

\/

Increased
customer
lifetime value (CLV)

v

Increased
customer equity

(CE)

Return on marketing
investment

Figure 7 Return on marketing (Rust , Lemon, and Zeithaml, 2004b)

As shown in the model in figure 8, marketing investments are seen to have an
effect on certain drivers that direct the impact of marketing success. These drivers
can be divided into the three categories of marketing expenditures mentioned
above. In their research Rust, Lemon, and Zeithaml (2004b) studied the return on
marketing in different industries. For the airline industry they found following

drivers to be the most important that in steering marketing investments:
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e  Value-related drivers: convenience and quality
e  Brand-related drivers: direct mail information and ad awareness

e Relationship-related drivers: the loyalty program and preferential treatment.

It is very important that the drivers used can be translated into actionable
expenditures. Only in this way can one move forward into the following phases of
return on marketing measurement. The categorization of marketing expenditures
will help in understanding what investments should be considered in further

calculations.

One important aspect of the customer relationship is missing from Rust, Lemon
and Zeithaml’s (2004) framework. In addition to increased customer attraction
and retention the expansion of profitable customer relationships is a very
important factor in customer lifetime value, and can also be influenced by the
drivers mentioned before. The expansion of the customer relationship refers to the
ways value can be derived from current customers (Figure 6, page 42). Customer
lifetime value calculation will be gone through in detail in the following sub-
chapter. In previous research the most popular means of return on marketing
investment calculation has been the calculation of customer lifetime value and
thus customer equity. These methods will be gone through in detail in the

following.

3.2.4. Customer Lifetime Value (CLV) and Customer Equity (CE)

In this sub-chapter the concepts of customer lifetime value (CLV) and customer
equity (CE) will be introduced. In this thesis the broad, strategic valuation of
marketing is based on CLV and CE. Many researchers today consider the CLV
metric to be the most appropriate measure for measuring marketing’s financial

contributions to firm value.
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Many researchers (e.g. Kumar, Gupta, Venkatessan, Hogan, Lenskold) have
proven customer lifetime value to be an important metric in the measurement of
return on marketing investment. Kumar, Lemon and Parauraman (2006) describe
CLV at the individual level to be

The sum of cumulated cash flows - discounted using the weighted
average cost of capital (WACC) — of a customer over his or her entire

lifetime with the company.

In other words CLV considers a customer’s contribution to profit (which may or
may not change over time), the likelihood that the customer is retained from
period to period, and the firms discount rate (Rust, Lemon and Zeithaml, 2001).
Kumar, Lemon and Parasuraman (2006) go on to accent the fact that knowing the
CLV of individual customers helps the company make decisions on customer-

selection, customer segmentation and marketing-resource—allocation.

Companies that thrive today have an intimate understanding of and co-destiny
relationships with their customers. They place great emphasis on the lifetime
value of existing customers, and strive to make the voice of the customer heard
everywhere, from the factory to the boardroom. Marketing’s role should be

central to the achievement of these outcomes. (Venkatesan & Kumar, 2004)

According to Gupta et al. (2006) CLV models are useful for market segmentation
and the allocation of marketing resources for acquisition, retention, and cross-
selling. It is one of the most important marketing metrics and a key component in

measuring the return on marketing investments.

In their research Venkatesan and Kumar (2004) find that managers can

significantly improve profits by designing marketing communications that
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maximize CLV. Their research is consistent with previous researchers (e.g.
Lenskold, 2002) findings that in measuring return on marketing investment the
calculations are based on CLV. Also Kumar, Lemon and Parasuraman (2006)
point out that CLV and CE are gaining prominence as preferred marketing
metrics. In this study CLV is seen as a main component of marketing

measurement.

Rust, Lemon and Zeithaml (2004b) define customer equity as the total of the
discounted lifetime values (CLV) summed over al of the firm’s current and
potential customers. These researchers’ view emphasizes customer centered

thinking as opposed to product-centered thinking.

Gupta et al (2006) have designed the following framework in Figure 8 for

modeling customer lifetime value:

Firm Value
—> CLV & CE <t
Customer Acqusition K}—F> Customer Retention K3}—> Customer Expansion

7

Marketing Programs

CLV=Customer Lifetime Value , CE=Customer Equity
Figure 8 Framework for modeling CLV (Gupta et al, 2006

This framework shows the holistic influence marketing actions have on the whole
of the firm. The same actions that were discussed before in connection with the
framework by Rust, Lemon and Zeithaml, can be found here. In its entity the

framework portrays what a firm does (marketing programs/actions) influences
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customer behavior (acquisition, retention, expansion), which in turn affects

customers’ CLV or their profitability to the firm.

As stated before customers are the single most important intangible asset of any
commercial company and it is increasingly apparent that the financial value of a
firm depends on these intangible assets that are not seen on the balance sheet
(Gupta, Lehmann, and Ames Stuart 2004).

Customer equity is the sum of a company’s customer lifetimes. Gupta, Lehmann,
and Ames Stuart (2004) have shown that customer equity can be useful tool in
firm valuation, which can be conducted in a number of different ways. The recent
trend in accounting has been leaning towards asset based firm valuation (Gupta,
Lehmann, and Ames Stuart 2004), but whatever the valuation tactic it is clear

where the company cash flow comes from. It comes from customers.

Rust, Lemon and Zeithaml (2000) see that the following inputs are needed for
successful CLV calculation:

Time period chosen for analysis

The company’s discount rate (cost of capital)

The company’s planning horizon (how many periods)

The customer’s frequency of purchase in each period, in the product category

The average contribution from a purchase of a given brand

The customer’s most recent brand chosen

The customer’s estimated probabilities of choosing each brand on the next

purchase

This information is generally not known for future periods, but it can be
approximated by the current frequency and contribution.
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The following CLV equation (Equation 1) has been used by Vekatesan and
Kumar (2004, 2006). It combines the three main components of CLV that are
discussed below. The first part of this equation shows the contribution margin that
a customer brings to the company, modified through the discount rate of the
company and the frequency by which the customer makes purchases. The second
part of the equation shows the costs of the marketing directed to a specific
customer, which is multiplied by the number of contacts per year. These costs are

also discounted to present day.

Equation 1 Customer Lifetime Value

CLV Z y/ frequency ZZC -1
(1 ) o (L+r)

CLV; = lifetime value of customer i

CMi, = predicted contribution margin from customer in purchase occasion y

r = discount rate for money

Cim, = Unit marketing cost for customer | in channel m in the year |

Xim1 = humber of contacts to a customer i in channel m in year |

frequency; = predicted purchase frequency for customer i

n = the number of years in the forecast

T; = predicted number of purchases made by customer I until the end of the planning period

When estimation the value of marketing through CLV we are first of all interested
in predicting future customer activity and in financial terms how much each
customer contributes to our business. In other words the main components of
CLV are (Kumar, 2006):

1. Purchase frequency
2. Contribution margin
3. Marketing cost
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The purchase frequency and the interpurchase times can vary between customers.

Some CLV counting methods use a so-called “lost for good” approach where

customers are discarded after they have terminated their relationship. Other more

realistic approaches consider the possibility that old customers can return to the

company after some time. (Venkatesan & Kumar (2004), Rust, Lemon and

Zeithaml (2001)) Two models of purchase frequency will be gone through in the

following:

Used models of purchase frequency:

The Markov switching matrix (Rust et al) is used to model customer
retention, defection, and possible return. This model can accommodate the
full range of customer switching behaviors, including the switching away
from a brand and then back again. Originally Pfeifer and Carraway (2000)
introduced the concept of Markov Chains to be used in modeling customer
relationships and CLV. These researchers built on previous work by
Berger and Nasr (1998) and Blattberg and Deighton (1996). Pfeifer and
Carraway (200) argue that the major advantage of the Markov chain model
(MCM) is its flexibility. The MCM can handle both customer migration
and customer retention situations. It can apply either to a customer or to a
prospect. The MCM model is a probabilistic one so it explicitly accounts
for the uncertainty surrounding customer relationships. The MCM model
works quite nicely with the popular Recency, Frequency, Monetary value
(RFM) framework, which has been mostly used by direct marketers. Other
methods used are the generalized gamma model of interpurchase timing by
Allenby, Leone and Jen (1999) and using an approximation of historical

customer data
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Brand Currently Purchased

Rust, Zeithaml and Lemon (2000) show a simplified version of the
switching matrix that shows the probability of choosing a brand the next
time. The matrix is shown in Figure 9 The top row shows what will
happen to customers who currently buy Brand A. It is seen that 70 % of
them will buy Brand A next time, 20% will buy brand B, and 10% will
buy brand C. This is a fairly typical pattern in many industries, because it
shows that brand A retains a high percentage of its customers. Likewise
for brand B’s customers, 10% will switch to brand A, 80% will stay with
brand B, and 10 % will switch to Brand C.

Brand Purchased Next Time

A B C

25 % 15 %

Customer retention probabilities circled)

Figure 9 The customer switching matrix (Rust, Zeithaml and Lemon, 2000)

This figure shows that customers can switch form one brand to another
and then back again. For example, the probability that a Brand A customer
will switch to Brand B and then back in the next two purchase occasions is
20 % ( the likelihood of switching from A to B) times 10 % (the likelihood
of switching from B to A), equaling 2 %.

51



In addition to purchase frequency, it is important to address the issue of modeling
a contribution margin for each customer. Also variable methods can be applied
here. For example Kumar et al (2006) use panel-data regression methodologies in
their study of retail store customers.

Thirdly the marketing cost for each customer should be calculated. This too can
be done in many different ways. In some firms the total marketing budget may
serve as an adequate measure for this. In most cases it may be helpful to consider
the different aspects of marketing (value, brand and relationship) described in

chapter 3.2 as sources of marketing costs.

The methods described here can be used as guidelines in formulating the
calculation principles that can be adopted on firm level. Different tactics can be
chosen, but the principle of the calculation remains the same: Customers bring
operation profit into the company which then needs to be subtracted of the cost of
marketing. Also the revenue from customers in future years needs to be

transferred into present day currency by discounting.

3.4 The Marketing Dashboard

The multivariate nature of marketing demands a lot from its measurement method.
Many researchers (Srivastava 2004, Clark, Abela & Ambler 2006, Seggie,
Cavusgil & Phelan 2007) have found that the use of marketing dashboards
(closely related to the balanced Score Card measure used frequently in
accounting) is gaining ground in the measurement field. According to a study by
Seggie et al (2007) there is no one metric at this time that could give a complete
answer to satisfy measurement needs. A dashboard incorporating more than one
measure gives a much better picture of marketing performance. These researchers

suggest that for example a combination of customer equity, relational equity and
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brand equity cover a wide range of information needed in marketing performance

measurement.

Dashboards are used as a means to report key metrics from an array of
information. Usually any one of the metrics do not show anything significant on
its own, but put together the figures can communicate a clear overview of
strategic performance. The usage of multiple different metrics has risen as a core
idea amongst the different models introduced in this thesis. This also lays a
ground fro the empirical analysis and hypotheses formulation that will be

conducted in the following chapter.

The multiple metrics introduced in the sub-chapter concentrating on traditional
marketing performance measurement and also the more current strategic
measurement practices introduced form a large palette of different metrics that
can be used according to the situation at hand. The duPont model helps in
understanding the connections between tactical and strategic initiatives also

modeled in Rust et al’s chain of marketing productivity (page 33).

3.5. Challenges facing marketing measurement

As we can conclude from the previous part of this chapter many different metrics
exist for the measurement of marketing. Albeit this vast number of different
metrics the motivation in many organizations to take use marketing metrics
varies. Mostly managers are unhappy with their marketing performance
measurement (Clark, Abela and Ambler, 2005). In a survey conducted by
Marketing Management Analytics (Financial Executive 2007) they found that
36% of their executive respondents categorized themselves as metric averse. Even

in companies that are large, sophisticated organizations with resources to devote
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to performance measurement managers were found to be generally displeased

with their marketing measurement.

Clark et al. (2005) recommend that organizations should try to identify the key
obstacles that face the measurement processes and broaden the range of metrics
used. The usage of a vast number of metrics could result in the discovery of a
working precise set of measurement tools that could be selected and used in the
future. In the empirical part of this thesis different metrics will be evaluated and
several recommendations will be made on usage of different metrics for example

in different competitive situations.

One of the great obstacles to successful measurement of marketing performance is
the multidimensional nature of the marketing construct itself. Attempting to
understand the profit impact of marketing activities is a fundamental first step to
understanding marketing performance. One of the frustrations of marketing
managers everywhere is that it is often quite difficult to demonstrate a direct
causal link between marketing activities and sales or profit. The most
sophisticated of financial measures attempt to look at the long-term cash flow
generated by marketing strategies, and the net present value of marketing. Even
though the measuring of the financial impact of marketing activities might not
give an answer to all problems, it is a necessary step to understanding the value of
marketing. (Clark, 2001)

Another criticism often facing the measurement of return on marketing investment
is the time and effort it takes to collect the appropriate sales information and the
difficulty in tying it directly to every marketing campaign in every product unit,
geographic territory and division. Many companies are discouraged by the sheer

effort of ROMI approaches.
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Rust & al (2004, 1) also list challenges to the measurement of marketing
productivity. Firstly they point out that it is hard to relate to the long-term effects
of marketing. Secondly they identify the challenge of separating individual
marketing actions from other actions. Thirdly they mention that non-financial

measures are also needed in addition to financial measures.

Most of these challenges could be over come with consistent, widely accepted
marketing measurement techniques. These would be helpful within organizations
and could also prove to be beneficial for outside stakeholders’ in general firm

performance evaluation.
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4. The Framework

This chapter will concentrate on formulating a framework on the basis of the
theoretical discussion in the previous chapters. It will attempt to grasp the
multivariate nature of marketing into a dashboard approach. Both the tactical and
strategic sides of marketing performance measurement are incorporated into the
framework. In addition the strategic side is looked into in more detail through a

separate model.

Throughout my theoretical analysis | have found the problem to be that the
demand for marketing measurement tools is two fold. There is a demand for broad
strategic marketing measurement, and the justification of marketing as being in
the core of each working business. On the other hand | have also found there to be
a need for basic tactical marketing measurement tools and metrics. The following
framework (Figure 10) captures the multidimensional nature of everyday
marketing measurement, and the dashboard approach recommended by many
researchers quoted in the theoretical part of this thesis.

Consumer
thoughts
and feelings

Finance
Consumer
behavior
Marketing
— performance
easuremen Operations
The Trade Retailers l'
' Research &
Competitors development
Sales Force

Figure 10 Framework, the multidimensional nature of marketing measurement
(adopted from Farris et al, 2007)
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Due to marketing’s multidimensional nature the right combination of different
metrics is needed to reach a conclusion on performance measurement. Depending
on what aspect of marketing needs to be measured the right metrics need to be
chosen. This of course places a challenge on the person trying to reach a
conclusion. Marketers must be familiar with measuring tactics from many
different areas of business. The framework shows that apart from consumer
related metrics, which are often familiar to most marketers, metrics from finance,

operations and sales must be mastered to get a full view.

The profit a firm makes is also the equivalent of how it can capture share of
hearts, minds and markets i.e. acquire and retain customers. Marketing is not an
easy thing to measure and a combination of different metrics from different areas
of business is needed to come to the right conclusions. In chapter 3.2.1 a wide
range of different measurement metrics were introduced. This framework
combines these different measurement categories to form a guideline for day-to-

day marketing measurement.

As can be perceived from theory, there is no one metric that can give the right
view of marketing performance. The only way to measure marketing performance
is to combine different measurement metrics and these together will provide a
clearer view of the question at hand. What metrics are used depends on the
situation, and it is often the most challenging task to find the right metrics to use

in a given situation.

It is important for marketers to be ambidextrous. They need to understand the
consumers and customers, but they also need to have knowledge of financial and
operational metrics. The framework shows that no area stands on its own, but that
they are all intertwined. Marketing needs to have close co-operation with finance,

operations and sales to get the information needed for a complete overview.
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Different metrics can serve as indicators of problems, opportunities, and future

financial performance.

Financial measures focus on the euro and specific time periods and give us
information on how profits, cash and assets are evolving. In addition to
understanding the monetary effects of actions marketers also need to understand
what is happening with consumers, customers, products, prices, channels,
competitors and brands. This is the reason marketers must master such a wide

array of different metrics.

In the following empirical part of this thesis the metrics categories incorporated in
this framework will be researched further through the hypotheses introduced later
in this chapter. The effect of marketing performance metrics on top executives
evaluations of marketing performance and also firm performance will be sought
after. Different combinations of metrics will be introduced and also the key
categories of metrics in different market situations will be dealt with in detail.

In addition to the framework incorporating the metrics researched in this study the
calculation of customer lifetime value (CLV) is seen to provide the best basis for
strategic marketing performance measurement. Figure 11 combines the different
aspects of strategic marketing performance measurement. This metric is
incorporated into the previous framework for marketing performance
measurement (one of the financial metrics). The reason this metric is highlighted
is the fact that many researchers (e.g. Rust et al, Gupta et al, Kumar et al) feel that
CLV is the key metric strategic marketing performance measurement. The aspects
of the model will be gone through in the following. Also two final hypotheses will
be formulated on the base of CLV.
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Figure 11 Model for strategic marketing performance measurement

Marketing has many responsibilities within organizations. Firstly it has a direct
impact on purchase frequency; in fact marketing’s key role is to ensure future
purchase activity (Venkatesan & Kumar, 2004). The sources of value derived
from customers (figure 7) can be found within this box. All these have to do with
for example selling more and cross-selling products and services. The higher the
switching costs the more loyal customers will become. The same is true with
customer involvement. There is a clear correlation between commitment and trust
(Morgan & Hunt, 1994). Also marketing’s role in enhancing customer perceptions
(retaining customers, attracting new ones, and expanding existing relationships)

has a role to play here.

Secondly marketing has an effect on the contribution margin. A firm’s
contribution margin is a product of how well expenses can be controlled and what
is the amount of price premium the firm can charge for its products and services.
The items in the contribution margin box are the core business processes of the

firm (Srivastava & al. 1999) that are needed for value creation and the
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enhancement of customer perceptions. They affect the contribution margin by e.g.

accelerating and enhancing cash flows (Srivastava & al. 1999).

For example cash flows can be accelerated through PDM, which can speed up the
cycle time for technologies and reduce the time to market of products. On the
other hand SCM can speed up adoption by channels and original equipment
manufacturers, they can speed up the adoption of components and supplies,
reduce order delivery cycle time and reduce time to volume. Thirdly CRM can
reduce the time for market acceptance and minimize customer solution

development cycle time.

The three business processes can enhance cash flows in the following ways. PDM
can enhance product differentiation to enable higher prices and thus margins. It
can cannibalize existing products by higher price/margin innovations. Designs can
be simplified to reduce costs. Also customer inputs can eliminate unnecessary
features and costs. SCM can use just in time methodologies to reduce working
capital and use market information and forecasts to reduce costs and inventories
and enhance capacity use for higher-value products. CRM can support higher
margins with branded products and superior service. Also as mentioned before
cross-selling parts and complementary services enhances cash flows. Acquiring
new customers, refining the quality of the customer base and lower product

launch costs are CRM supported actions. (Srivastava et al. 1999)

The three business processes also reduce risk, which has a direct impact on profit
as well as the discount rate. PDM can ramp the rate of innovation to be ahead of
competition. They can make technology and strategic alliances to establish
market-driven standards, have a continuous focus on differentiation — designing
hard to copy products and creating unique product/service bundles, having a
market-driven offering. SCM can increase switching costs for distributors,

maximize conflict with distributors and designing hard to copy - order delivery
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processes. Thirdly CRM can promote customer loyalty programs, increase
customers’ switching costs by bundling products, have leasing programs and
cross-selling parts consumables and complementary services. (Srivastava & al.
1999)

The marketing costs in the model consist of the three strategic marketing
investment categories mentioned earlier in this thesis (Rust et al and Srivastava et
al). Costs are value, brand or customer related. In this model marketing costs also
have an affect on the discount rate. It has been proven (Cruz Merino, 2004) that
marketing related investments reduce the risks companies face, and protect the
company under unpredictable environments. This has a negative effect on the
discount rate, as the premium demanded for profits can be lowered in more secure

market conditions.

The combination of profit minus costs and the effect of the discount rate sums up
to form the individual customer lifetime value. All of the company’s customer
lifetime values sum up to form the customer equity of the firm i.e. the total of
what the customers are worth to the firm. This can also be seen as the return on

marketing investment.

One important aspect of this model is that it encourages the user to concentrate on
determining the future situation of the firm. Instead of concentrating on the past
users are forced to consider different future scenarios and envision probable future
standings for the firm. By adapting this forward-looking focus marketers are more
ready to react by using different types of marketing actions (value, brand or

relationship related) to modify the offering to fit customers needs (Figure 12).
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Generation and Levers:

Offerings that

ks alsts essr?_ent of -g?;ﬁg fit customers in
lookin alternative - : .
focus ’ futures -Relationship the future

Figure 12 Forward-looking focus of the model for strategic marketing performance
measurement

The following chapters in this thesis will concentrate on the empirical research
conducted on the base of the following hypotheses. The framework in Figure 10
has lead to hypotheses that will be researched. One of the clear messages that can
be drawn from theory is that using marketing metrics and marketing performance
measurement should have a positive effect on firm performance and the
performance of marketing. Many researchers (e.g. O’Sullivan & Abela, 2007)
argue that the implementation of performance measures should result in greater
marketing and firm performance. Also the satisfaction of performance
measurement interpreters has been a researched matter as this can also be seen as

an indicator of successful marketing performance measurement.

H1: The regular use of marketing metrics is connected to firm performance
metrics (Revenue %, ROA and ROI) and top managements’ positive
perception of the performance of marketing

According to the framework derived from the key in marketing performance
measurement is the application of metrics from different measurement categories.
As derived from the theory it is not merely the number of metrics used, but the
scale of metrics from different categories that is important in marketing
performance measurement. One of the biggest descriptors of successful
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performance measurement is the satisfaction of the party interpreting the data.
Also connections between company performance and measurement practices can
be sought after, but these linkages might be vague, as many other micro and
macro level factors in addition to marketing performance measurement may also

influence firm performance.

H2a: The usage of metrics from different categories is connected to firm
performance (Revenue %, ROA, ROI) and top managements’ positive

perception of the performance of marketing

H2b: The number of metrics used is connected to firm performance
(Revenue %, ROA, ROI) and top managements’ positive perception of the

performance of marketing

The metrics categories and most of the metrics used in this study come from a
previous study by Ambler, Kokkinaki and Puntoni (2004). They also sought after
the most popular marketing metrics in use in firms in the UK. In this paper the
most popular metrics in use in Finland will be sought after. There might be some
differences to be found depending on the country that is researched. The country
specific operating environment and different business practices can have an effect

on metrics used and preferred.

H3: The top 15 metrics used and preferred in Finland are different

compared to those used in the UK.

The usage of particular metrics can be difficult in some firms, due to for example
lack of skill. This leads us to believe that there are differences between the metrics
that are actually used in firms and metrics that are thought of to essential by
respondents. There might be a desire in firms to use metrics that are not currently

in use.
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H4: There are differences between the metrics and categories that are used

and that are thought of as essential.

The measurement practices may vary depending in the situation a given company
is in. Also a different set of metrics is needed in different situations, as there does
not exist one good palette of metrics that would suit all market and business
situations. Organizations in different situations and markets might find the use of
different metrics beneficial. Also the sector a given firm operates in might

influence the use of certain metrics compared to other sectors.

H5a: The measurement practices and the metrics used differ depending on

the market situation

H5b: The measurement practices and the metrics used differ depending on

the position of the business unit in the market

H5c: The measurement practices and the metrics used differ depending on

the sector (manufacturing, sales or services)

Some metrics could have a higher connection with a respondent’s perceived
ability to measure a certain category. This will also be researched. The metric that
has the most positive effect on the perception of successful measurement within a

category will be sought after.

H6: One metric in each category will have the most positive influence on the
respondents perception of successful measurement of that category.

Using marketing metrics helps the company to understand marketing and

appreciate it more. Marketing is also appreciated in firms that have their
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management involved with marketing. Manager involvement and interest in

marketing will also increase the demand for regular marketing measurement

H7: Marketing performance measurement is consistent in organizations
where the management is involved in marketing (i.e. the management sees
marketing as an important overall process in the organization not just a side

function)

Organizations that have marketing as their flag ship and have most of their
organization involved in marketing related tasks is seen to have good opportunity
for consistent marketing performance measurement. It could also be that in these
types of organizations marketing performance is taken for granted as its position
is so strong and there s no need for success proving tools. The consistent nature of
marketing performance measurement in different marketing related firm structures
will be researched. Also the number of measures used in these kinds of
organizations could be larger as many people are assumed to take part in the

measurement process.

H8a: Marketing performance measurement is consistent in organizations

that have a larger proportion of positions related to marketing

H8b: More different measures are used in organizations that have a larger
proportion of positions related to marketing

The theoretical part dealt with some of the key challenges facing marketing
performance measurement. Clark (2005) stated that it would be very important in
firms to identify the key obstacles in their organization that hold back successful
marketing performance measurement. Previous research has stated that in many

organizations the key challenges are the lack of consistent measurement practices
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and material. Also the lack of good incentives discourages measurement before it

has even begun.

H9: The biggest obstacles in marketing performance measurement are the

lack of material and consistent measurement practices.

In the following empirical portion of this thesis also the usability and importance
of the customer lifetime value metric in Finnish firms will be researched. This is
in regard to the model in Figure 11. These final hypotheses take into consideration
the CLV metric that was highlighted by previous researchers. Unfortunately many
aspects of this metric and model remain to be investigated in future studies, as the
data used this thesis leave many points unanswered.

H10: Customer Lifetime value is seen as an important metric in marketing

performance measurement

H11: The metrics that can be combined to calculate CLV are already in use

in many firms in Finland today.

Through the investigation of these 11 hypotheses the current state of marketing
performance measurement will be mapped. Finding answers to these questions
will help further researchers in guiding them, and helping them concentrate on
more specific aspects of the field of marketing performance measurement. Even
though most of the hypotheses formulated here are quite broad by nature, this
kind of large-scale mapping is needed before more specific research can be

conducted.

66



5. The Empirical Research

5.1.

The following chapter describes the empirical research done in this thesis to
research the hypotheses formulated in the previous chapter. The methods used
will be outlined. Also the data collection phase will be looked into. The research
findings will be specified. The findings that are most relevant in terms of the
hypothesis will be grouped into tables and charts. All of the reported findings and

statistics can be found in more detail in the appendix.

Research Methodology

This sub-chapter examines the data used in this research. The dependant and
independent variables derived from the questionnaire are described. It also

specifies the statistical tests used to test the hypotheses.

The data used in this thesis was collected by StratMark, a strategically oriented
marketing project organized by the Helsinki School of Economics and Hanken
Helsinki’s Swedish School of Economics. Electronic surveys were sent by e-
mail to 15941 potential respondents. The respondents were chosen to be in
various executive and managing positions in the business community. They
were promised first hand results of the information derived from the data
collected, but no other initiative apart from a few encouragement emails were
offered. The survey was conducted in Finnish, so the respondents were mostly

from corporations with functions in Finland.
The broad purpose of this questionnaire was the mapping of the state of marketing

in Finnish companies. Questions were divided into 8 sub groups addressing the
business environment and the respondent company’s position in it, the role of
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marketing, marketing impact and productivity, business processes and marketing,
business processes and managerial challenges, the process of learning and
development, marketing investments and background information. In total there
were 50 questions in this survey, of which 13 were used in this thesis. The whole

questionnaire and the questions used in this thesis can be found in the appendix.

A total of 1157 surveys were accepted into the final sample. This comes to a
response rate of 7%, which is quite acceptable for an on-line query. The questions
used in the questionnaire were all from previous scientific peer reviewed journal
articles. The questionnaire was tested on the participants in the annual StratMark
seminar in January 2008. Most of the items included in the questionnaire were
directly adopted from previous research — primarily based on studies and
questionnaires by Ambler et al. (2002), Srivastava et al. (1999), Vorhies and
Morgan (2005), O’Sullivan et Abela (2007), Kazanjian 1988, Narver and Slater
(1990), Clark et al. (2005), Neill and Rose (2006) and MC21. A few
modifications were made to make the questionnaire shorter and easier to answer.
A test version of the questionnaire was sent to 114 managing directors, of which
34 completed the questionnaire. In response to comments gathered during the test-
phase, a couple of misspellings were corrected and a few clarifications in the
wording of the questionnaire were made. As the analysis of the responses for the
pilot-test did not elicit a need for any particular contentual improvements, the

questionnaire was considered adequate for the final data collection as such.

The final target sample consisted of potential respondents in a data set provided
by Micromedia, a Finnish sales and marketing organization with a specialization
in decision-maker-databaseing. All Finnish CEOs from companies with more
than 5 people, all sales- and marketing executives and other business executives in
their database were included in the sample. This amounted to the 15914 targets
that received the on-line query by e-mail. Of the respondents 77% were top

executives (figure 14). Some management level respondents and some other
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respondents with various job titles were also included in the sample. Figure 15

shows the distribution of respondents by business sector.

Respondents by title

90y 1%

CEOs
M Executive Vice President
Chairman of the Board
Marketing or Sales Director
M Other directors
Avrea directors
M Partners
Managers
Others

Figure 13 Questionnaire respondents by title

Respondents divided by sector

35% Manufacturing
53% M Sales
Services
12%

Figure 14 Questionnaire respondents divided by sector

The data used in this thesis was prepared into a single database that could be

analyzed using Excel and SAS software. Duplicates and unfinished questionnaires
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were deleted. Some of the questions were grouped to form categories that were

helpful in the analysis. Also groups were formed to better describe the sample.

In estimating the differences between two populations (i.e. the regular marketing
performance measurers and the non-regular followers) t-test-analysis is used. In
this method the means of the populations are compared, to see if the two
populations differ statistically in their behavior. The means of the two populations
are compared against each other. Also the standard deviation between the
populations is and important indicator of the consistency within the group. A t-
test involves a single, binary independent variable (i.e. consistent measurer, non-
consistent measurer) and interval-scaled independent variables. The one-tailed test
was used, because we wanted to see if one group was more satisfied or successful
than the other. (Malhotra & Birks, 2007) The significance of the test done depicts

the statistical relevance of the test.

In estimating differences between numerous groups the analysis of variances
(ANOVA) method as used. This method was used in differentiating for example
the different types of metrics users and their satisfaction and financial
performance. In ANOVA the differences between more than two means can be
compared. ANOVA is used for examining the differences in the mean values of
the dependant variable associated with the effect of the controlled independent
variables. The null hypothesis is typically that the means are equal and that the
different groups (here for example the users of a different number of metrics) do
not differ from each other. The independent variables used in ANOVA must be
categorical and the independent variable used must be metric. (Malhotra & Birks,
2007) In ANOVA comparisons tests are used to pairwise compare all the different
groups. This way we can find out which groups differ from each other
statistically. The Fisher’s Least Significant-Difference Test was used in the
ANOVAs of this thesis to find out the differences between specific groups. The
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5.2.

confidence level used in all the analysis was 95%. This is a common confidence

level used in marketing research.

Hypotheses Testing

Hypotheses 1 predicted that regular measurement practices could have an effect
on performance. As shown by table 3 management’s take on the overall marketing
performance is better when measurement practices are regular compared to
irregular or nonexistent measurement practices. No statistically significant
differences could be reported between the overall financial performance metrics
and regular marketing performance measurement compared to irregular
measurement practices. This confirms hypotheses 1 in terms of the management’s
take on the performance of marketing being better when regular marketing
measurement practices are in place. The link to overall firm performance could

not be supported.

Table 4 H1 regular marketing performance measurement and performance

No regular Regular marketing

measurement measurement

practices in use practices in use

Mean SD Mean SD Significance
Earnings margin | 7,98 2,07 | 7,89 2,24 | 0,523
ROI 6,87 2,59 | 6,66 2,59 | 0,332
ROA 6,33 2,56 | 6,03 2,46 | 0,233
Management
satisfaction 3 0,77 | 2,55 0,69 | 0,000

Hypotheses 2 a and b predicted that the number of metric categories used and the
number if metrics used could have an effect on performance. In table 4 the
differences between different measurement categories and management’s take on
marketing performance can be seen. The differences are statistically relevant on a
95% confidence level. All of the other categories, except for category 1 (metrics
in use from one category) were statistically inferior to the category using metrics
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from all of the 6 different categories (Appendix 1, Fisher’s least significant
difference test). The comparisons between the use of measurement categories and
overall firm performance metrics showed no statistical differences in the 95%

confidence level.

Table 5 H2a the number of metrics categories in use and management satisfaction

Number of

measurement

categories inuse  Mean SD
0 2,98 0,90
1 2,74 0,93
2 3,00 0,63
3 2,80 0,71
4 2,81 0,82
5 2,73 0,76
6 2,56 0,65

Total 2,69 0,74
F 5,99
Significance 0,000

The number of categories used and their connection to total firm performance
metrics was also investigated through bivariate regression analysis. No
dependence and correlation between these variables could be reported.

The effect of the total number of metrics used was also investigated (H2b). Here
the responses were categorized into 4 groups depending on the number of metrics
used. The first category had 0-10 metrics the second 11-20 the third 21-30 and the
fourth more than 31 metrics in use. As can be seen from table 5 the mean and
standard deviation for the group with the most metrics in use are quite low. The
results showed that all of the categories except 1 and 2 were statistically different
from each other on a 95% confidence level (Appendix 1).
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Once again no correlation could be reported between the categories when
comparing them against overall firm performance measures (Earning%, ROI and
ROA). A bivariate regression analysis was also performed here to find a
correlation and dependence.

Table 6 H2b number of metrics in use and management satisfaction

Number of

metrics in use

(categorized) Mean SD
1 2,96 0,81
2 2,87 0,74
3 2,63 0,69
4 2,40 0,64

Total 2,69 0,74
F 30,29
Significance 0,000

Taking into consideration the single metrics, the top 15 metrics in use and the top
15 metrics named as essential can be seen from table 7. The most frequently used
metrics measure mostly financial performance and the thoughts and attitudes of
the end-user. Also the metrics named most essential put weight on these
categories, even though the metrics preferred differ somewhat. The total rankings
of all metrics can be found in the Appendix. It is worth mentioning here that the
customer lifetime metric is the least used of all metrics. Despite this low usage of
this particular metric, it can be found in the top 15 table of metrics (Table 8)
marked as essential (metric number 13). Compared with a study done by Ambler,
Kokkinaki and Puntoni (2004) with UK senior business practitioners 11 out of the
15 most frequently used metrics were the same in both Finland and the UK. Both
of the countries put weight on financial metrics, but where Finnish executives are
more interested in the end user, UK practitioners are more concerned with metrics
that are retailer and competitor performance related (H3, Table 9). Of the 5
metrics that the UK practitioners name most important 5 are also on the most
frequently used top 10 metrics list of Finnish respondents. This result gives

support to hypotheses 4, there are many similarities, but also differences in the
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metrics preferred can be reported. All of the metrics used in this research were the
same as the ones Ambler, Kokkinaki and Puntoni used. In addition the CLV
metric was added onto the list, as it was considered to be a key metric based on
previous research. The top 15 metrics for the UK can be found in the appendix.
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Table 7 H3 and H4 top 15 marketing performance measurement metrics

Top % of total
15 Metric in use population
f1* | Sales (value and/or volume 1045 90%
f5* | Earnings/EBIT 1023 88%
f3* | Contribution margin 939 81%
a3* | Percieved quality 900 78%
bl * | Total number of customers 845 73%
a4 * | Consumer satisfaction 836 2%
dl* | Marketshare 790 68%
al* | Awareness 779 67%
f4* | Marketing spend 768 66%
b9 * | Number of end-user complaints 756 65%
b2 | Number of new users 746 64%
b3 * | Customer loyalty 730 63%
f8 | Return on investment 727 63%
Trade customer/retailer
c2 | satisfaction 727 63%
al0 | Knowledge 695 60%
* Can be found in the UK top 15
Top Metric % of total
15 essential population
Discount % as proportion of
f2 | sales 995 86%
f6 | Owner value 984 85%
f4 | Marketing spend 906 78%
a4 | Consumer satisfaction 843 73%
a5 | Relevance to consumer 785 68%
a2 | Salience 729 63%
€3 | Number of customer complaints 726 63%
d2 | Relative price 722 62%
b4 | Price elasticity 717 62%
b2 | Number of new users 694 60%
b3 | Loyalty 678 59%
cl | Distribution 663 57%
f9 | Customer lifetime value 624 54%
f1 | Sales (value and/or volume 605 52%
d6 | Percieved quality 603 52%
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Table 8 H3 and H4 the top metrics by category

Metric in use in Finland

% of metrics in top
Category 15
a 40%
b 44%
c 33%
d 14%
e 0%
f 44%

Metric marked as essential in Finland
% of metrics in top
Category 15

a 30%
b 33%
c 67%
d 29%
e 0%
f 56%

Metric in use in UK (Rust, Zeithaml
and Lemon, 2004)

% of metrics in top
Category 15
a 30%
b 33%
c 67%
d 43%
e 0%
f 44%

Table 8 and 9 specify the most frequently used and most frequently marked as
essential metrics. The weight given to different categories are different between
the metrics that are actually in use and those that are seen as essential. Also all of
the specific metrics are different, leading to the impression that different metrics
might be more popular if their usability were easier (H4). The weight given to
different categories were counted by the proportion of all of the metrics in that
group that were in the top 15. For example 4 of the 9 possible finance metrics

were in the top 15, giving finance the percentage of 44%.
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Table 9 H4 Mostly used and prefered metrics in given categories

% of total
Most used metric in the given category Metric in use population
a3 | Perceived quality 900 78%
bl | Total number of users 845 73%
c2 | Customer satisfaction 727 63%
dl | Market share 790 68%
Contribution margin of new
e3 | products 625 54%
f1 | Sales (value and/or volume 1045 90%
Most essential metric in the given Metric % of total
category essential population
a4 | Consumer satisfaction 843 73%
b4 | Price elasticity 717 62%
c3 | Number of customer complaints 726 63%
d2 | Relative price 722 62%
Contribution margin of new
e3 | products 577 50%
f2 | Discount % as proportion of sales 995 86%

Hypotheses 5 a and b predicted that the metrics preferred by practitioners differ
depending on the market situation (H5a) and the position of a given business in
the market (H5b). There were differences found between the emphasis of different
metric categories depending on a given firm’s position in the market and the
overall situation of the market the firm is in (Table 11). The situation of the
market (new developing markets, stable but growing markets, mature markets and
declining markets) affected both the categories used and preferred. When both
those operating in developing and declining markets use mostly end-user behavior
and retailer related metrics, those operating in stable growing or mature markets
concentrate on retailer and innovation related metrics. Compared to the metrics
used, those preferred also differed among different situations in the market. Those
operating in growing, but stable and mature markets preferred end-user related
and financial metrics as the most important categories. New and developing

markets considered innovation and end-user behavior related metrics as very
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important. Those operating in mature markets considered metrics portraying the

behavior of the end user and retailer related metrics as the most important.

In contrast to the situation of the market, the position of a given firm in the market
did not affect the metrics categories used. All of the firms used mostly end-user
related and financial metrics. When considering the metrics preferred, differences
can be seen. Those operating as the only firms in the market prefer end-user
attitudes and feelings related metrics and retailer related metrics. Market leaders
and challengers prefer end-user behavior related and financial metrics, and those
in a follower position think of end-user thoughts and feelings and behavior as the
most important metrics. A specific list of the top 15 metrics by market situation
and the position of a given firm in the market can be found in the Appendix. Also
here the percentages were counted as a proportion of the total number of potential
metric in a given category, compared to the number of metrics from a given

category in the top 15.
Here the categories in use differ from the categories preferred and thought of as

important. This gives also more support to hypothesis 4 which was gone through

earlier in this chapter.
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Table 10 H5 a and b emphasis on metrics categories in different market and firm

positions

-~ ® QO O T @

-~ D® O O T @

a

-~ D O O T

-~ Dd® O O T @

Metric in use

Position in the
market

Only firm in the

market
60%
44%
33%
0%
0%

Market leader,
largest market

share
40%
33%
14%
0%

Challenger,
second or third in
the market

40%

33%
14%
0%

Follower, a
smaller market

share
40%
33%
0%
0%

Situation of the
market

New developing
markets
30%
44%
100%
14%
33%
22%

-~ DO O O T QO

Growing markets,
markets are stable,
but growing

steadily
30%
33%
14%

22%

-~ D O O T QO

Mature markets,
markets are stable
no great changes
happen
40%
22%
14%

33%

-~ D QO O T QD

Declining
markets, market
growth has
inverted
40%
44%
67%
14%
33%
33%

-~ D O O T QD

Metric essential

Situation of the
market

Position in the
market

Only firm in the New developing

market markets
a a 30%
b 44% b
c c 33%
d 0% d 14%
e 0% e
f 33% f 33%

Growing markets,

Market leader, markets are stable,

largest market but growing
share steadily

a 30% a 40%

b b

c 33% c 33%

d 43% d 14%

e 0% e 33%

f f
Mature markets,

Challenger, markets are stable

second or third in no great changes

the market happen

a 30% a 30%

b b 44%

c 33% c 67%

d 29% d 29%

e 33% e 0%

f f

Declining
Follower, a markets, market
smaller market growth has
share inverted

a 60% a

b 56% b 33%

c 33% c

d 0% d 29%

e 0% e 0%

f 33% f 33%
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Also differences between the measurement practices (number of metrics
categories in use and number of metrics in use) of firms in different competitive
positions in the market place can be documented. Firms that are market leaders or
challengers have more categories and more metrics in use compared to firms that
are the only players in the market, or in a follower position (Table 12). The
situation of the market it self did not show any statistical differences in these areas
between the different groups when compared with the number of categories in use

and the number of metrics in use.

Table 11 H5b measurement categories and the number of metrics in different
competitive positions

Number of

measurement

categories in use

in different

competitive

situation Mean K8 SD
1 3,97 2,20
2 5,02 1,44
3 4,92 1,50
4 4,42 1,68

Total 479 1,57

F 13,32

Significance 0,000

Number of

metrics in use in

different

competitive

situations Mean K8 SD
1 2,15 1,09
2 2,85 0,98
3 2,72 0,98
4 2,39 0,99

Total 2,66 1,01
F 15,95
Significance 0,000
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The metrics and categories used and marked as essential varied also by business
sector (manufacturing, sales and services) (Table 13, H5c). Firms specializing in
manufacturing and sales use retailer related and financial metrics; where as firms
specializing in services use metrics that depict end-user related issues. Here the
metrics mostly used were also the ones that were mostly preferred. The only
exception was manufacturing where innovation related metrics were preferred,
even though usage concentrated more on financial metrics. The top 15 metrics for

each sector can be found in the appendix.

Table 12 H5c differences in metric-categories between sectors

Metric in use

Manufacturing Sales Services
a 40% a 50% a 50%
b 22% b 22% b 56%
c | 67% | ¢ | 67% | ¢ 0%
d 14% d 14% d 14%
e 33% e 0% e 0%
f | 56% | f | 56% | f 44%

Metric

essential

Manufacturing Sales Services
a 30% a 30% a 40%
b 22% b 33% b 67%
c | 67% | ¢ | 67% | ¢ 33%
d 29% d 14% d 14%
e 67% e 0% e 0%
f 44% f 67% f 33%

Also the number of metrics categories used (the 6 categories of the framework)
and the number of metrics used varies by operating sector (Table 14). Firms
operating in sales use a larger palette of metrics compared to manufacturing and

services. Also the total number of metrics used differs by sector. Those in sales
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use the most metrics, then comes those operating in manufacturing, and those in

services use the lowest number of metrics.

Table 13 H5¢c measurement categories and the number of metrics in different sectors

Number of

measurement

categories in use

in different Mean K5

sectors categorized SD
1 4,97 1,55
2 5,02 1,47
3 4,61 1,58

Total 4,79 1,57

F 8,24

Significance 0,000

Number of

metrics in use in Mean K5
different sectors categorized SD

1 2,71 1,01

2 2,93 0,99

3 2,56 1,00

Total 2,66 1,01
F 8,45
Significance 0,000

The effect of single measures on a business unit’s ability to measure marketing
performance was also investigated (H6, Table 15). Respondents ranked their
ability to measure the given different categories that the metrics are grouped into
(consumer thoughts and feelings, consumer behavior, trade customer retailer
related, competitor related, innovation related, financial measures). The
differences between the measurement ability of those using a given metric, was
compared to those not using the metric. All of the metrics gave a better result for
those who used the metric compared to those who did not use it on a 95%
confidence level. The total list can be found in the appendix. Table 9 shows the

metrics that had the most positive measurement ability among users in a given
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category. These metrics also had the lowest standard deviations inside their own

categories which points to communality among respondents’ perceptions.

Table 14 H6 differences in metric users and non-users measurement ability

Metric not in Metric in
use use
Metric Mean SD Mean SD Sig.
Perceived
a7 | differentiation 2,86 0,75 2,52 0,69 0,000
b4 | Price elasticity 3,45 1,33 2,88 1,09 0,000
cl | Distribution/availability 3,41 1,25 2,80 1,12 0,000
d7 | Share of voice 2,92 1,26 2,32 0,95 0,000
Margin of new
e3 | products 3,69 1,37 3,01 1,27 0,000
f7 | Economic value added 2,39 1,25 2,13 1,11 0,001

Hypotheses 7 predicted that firm structure could have an effect on the regularity
of marketing measurement practices. In Table 17 the regularity of marketing
performance measurement practices was evaluated against marketing related firm
structural issues. Regular marketing measurement practices were statistically
more in use in firms in which top management had a more major role in
marketing compared to firms that do not have regular marketing performance
measurement. It is also worth noting that in both groups marketing had a strong or
very strong strategic role in top management. Also firms that measure marketing
on a regular basis had a larger proportion of their personnel in marketing and sales
planning or implementation (H8a). Here there was also a statistical difference

between the groups on a 95% confidence level.
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Table 15 H7 and H8a regular marketing measurement practices and firm structure

No regular Regular marketing

measurement measurement

practices in use practices in use

Mean SD Mean SD Significance

The role of
marketing in top
management 2,31 1,04 1,74 0,8 0,000
Portion of
personnel taking
part in marketing
and sales
planning or
implementation 1,79 1,31 2,15 14 0,000

When comparing the number of personnel taking part in marketing and sales

planning or implementation to the number of metrics used (H8b) no statistically

relevant differences between the numbers of measures used could be found

between the different levels of personnel working with marketing related duties.

Hypotheses 9 predicted that the biggest challenges facing marketing performance

measurement to be the lack of material and the lack of consistency. Figure 15

shows the challenges facing marketing performance measurement derived from

the data. The respondents were free to choose as many of the choices as the

wanted. The challenges given as options were derived from the research by

O*Sullivan and Abela (2007). The greatest challenges facing marketing

performance measurement were asked. Clearly the top management lack of time

and overall lack of skill in the measurement are the greatest challenges. Also the

lack of material and consistency play a large role in preventing measurement.
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Challenges facing marketing performance measurement
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Figure 15 H9 challenges facing marketing performance measurement

When comparing those respondents that measure marketing performance on a
regular basis and those that do not we find that the lack of material and the lack of
consistency become major challenges when regular measurement processes are in
place. It seems that the support from other functions and the lack of initiatives are
the smallest problems in both cases not depending on the regularity of
measurement practices (figures 16 and 17).

Challenges facing marketing performance measurement when measurement is not regular
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Figure 16 H9 challenges facing irregular measurers
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Challenges facing marketing performance measurement when measurement is regular
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Figure 17 H9 challenges facing regular measurers

The final hypotheses (H10 and H11) concentrated on the marketing performance
metric preferred by previous researchers customer lifetime value. This metrics
was introduced in detail in chapter 3. Albeit the previous research that lifted this
metric up as a preferred metric it is not widely used in the business community.
Only 23% of respondent reported to use this metric in their company. It is the
least used of all the metrics on our list. The reason for this might be that firms at
this time lack the skill to use this metric. 39% of respondents market customer
lifetime value as an essential metric. This leads to believe that more companies

would like to use this metric if guidance was available in its use.

In Table 17 the elements of CLV are shown. More than 60% of firms use one or
more of these metrics that are needed in CLV calculation. 40% of respondents
used all of the 4 metrics. The information needed in CLV calculation were
purchase frequency, contribution margin and marketing cost. Purchase frequency,
as a metric was not included in the metrics researched in this study. Nevertheless
a pattern for future purchase frequency for customers can be calculated through
the purchases made in different time periods, for example how many customers

made a purchase this year and last year. From this information the estimation for
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the probability of purchases in given time periods, can be made. The adoption of
this metric might not require much additional data collection in many of the firms
researched. Of course these metrics would need to be adapted to be used in CLV
calculations, and this a quite rough simplification of many CLV calculation

models described in previous scientific research.

Table 16 H11 the elements of customer lifetime value

Number of % of total
CLV users population
Total number of users
bl | (customers) 845 73%
Loyalty/retention (i.e. how many
customers made a purchase this
b3 | year and last year) 730 63%
f3 | Contribution margin 939 81%
f4 | Marketing spend 768 66%

5.2 Reliability & Validity

Reliability usually refers to the degree to which the findings in this study are
independent of accidental circumstances and that multiple researchers should
reach the same conclusion if the research was repeated (Silverman, 2006). This
means that the data and methods used should produce consistent results if
repeated measurements were made. The methods used are described in detail and
the questions and total analysis results can be found in the appendix. In addition to
this no test were done on the reliability. It was seen that tests such as measuring
the same respondents at two different times would be too time consuming

considering the contribution of this thesis to scientific discussion.
Validity withholds two kinds of error. The first type is believing a statement to be

true when it is not and the second type is rejecting a statement which in fact is

true. Validity can be assessed in three different ways; content validity, criterion
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validity or construct validity can be assessed. If research is valid it is also reliable.
Reliable research may not be perfectly valid, because systematic error may still be
present. Validity has to do with a question of to what extent the differences
observed reflect the true differences between respondents.

The respondents were in most part top executives, which leads us to believe, that
the query has reached the aspired group of respondents with the right information.
The questions used were all taken from peer reviewed journal articles so the
issues investigated have scientific relevance. The questionnaire was also pre-
tested before it was sent onto the field. All the inconsistencies that could be noted
were corrected at this time. The researched group consisted of all the potential
targets, so all of the targets in the sample had a chance to answer. There may be
some bias due to the fact that some respondents might have had a larger initiative

to answer depending on their own interests.
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6. Conclusions

In this chapter the key elements of this thesis will be brought together. The
connections between the theoretical portion of this thesis and the research findings
will be outlined. Also the most important managerial issues will be gone through.
Finally the limitations of the research and also future research topics that could

not be incorporated into this thesis will be looked into.

6.1. Summary

The measurement of marketing performance has been a central research topic in
marketing for quite a while. The ambiguous nature of marketing gives great
challenge to those attempting to model its performance. The mere fact that
different people understand the definition of marketing in different ways
heightens the measurement challenge.

Understanding the concept of customer centricity and the resource based view
help in modeling the importance and scope of marketing to firm performance.
This gives an idea of how important marketing is to a firm and why its
performance should be closely monitored. Also the investment evaluation
techniques used in firms today need to be familiar to marketers, so that the
language spoken within the firm in relation to investment decisions could be

consistent.

As is with marketing in general, marketing performance measurement can be
understood in many ways. The framework introduced in chapter 4 depicted that
information for marketing performance measurement is gathered on a number of
different areas. Consumers, customers and competitors are evaluated, different
financial measures are calculated, and also the innovation side is looked into. All

of these different calculations help marketers evaluate the success of their actions.
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Most firms use many different metrics on a regular basis. What metrics are
preferred and the number of different metrics used depends on for example the
competitive situation the company is in and the measurement skills of those
producing the metrics and the time top executives have to devote to the
measurement process. Also the sector of the business has effect on the metrics

preferred.

The regularity of marketing performance measurement has an effect on top
executives’ perception of marketing’s performance. Also the use of metrics from
all the 6 different categories and also a larger number of metrics used has the top

executives give a better evaluation of their marketing performance.

The palette of measures used varies between companies and different metrics are
better suited for different situations. The results of this research can help firms
benchmark their own measurement tactics against those of other companies. Also
the different weights given to different categories can help in considering what

should be thought of in different competitive and market situations.

It was clearly stated that top management lack of time and lack of skill are the
greatest obstacles facing marketing performance measurement today. These

obstacles can be over come with the right prioritizing.

The final part of chapter 4 introduced a model for strategic marketing
performance measurement. This model has close linkages to general return on
investment calculations. It takes into consideration the value of customers to the
firm, and the value of marketing is calculated through the value of customers. As
marketing’s purpose is to achieve customer preference and the role of marketing
is building the idea of superior offering into the mind of the customer, customers
are a logical place to begin when trying to map the worth of marketing to a given

company.
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In evaluating the worth of customers previous research put weight on customer
lifetime value evaluation which produces customer equity as a combined worth of
all the firms’ customers. This metrics was introduced in chapter 3. Albeit the
previous research that lifted this metric up as an important metric it is not widely
used in the business community. Only 23% of respondent reported to use this
metric in their company. The reason for this might be that firms at this time lack
the skill to use this metric. 39% of respondents market customer lifetime value as
an essential metric. A total of above 60% of respondents reported using one or
more of the metrics needed in CLV calculation. 40% of respondents use all of the
4 metrics needed in CLV calculation. The elements of CLV were purchase
frequency, contribution margin and marketing cost. Purchase frequency, as a
single metric was not included in the list of potential metrics to use in the survey.
However the calculation of purchase frequency can be conducted with the help of

loyalty and retention related metrics.

The hypotheses and findings have been put together in the following Table 17.

91



Table 17 The support for hypotheses

Hypothesis
number Description Support
Reqular measurement practices are Partial support, connection found with regular measurement and top
H1 g ment p management's positive perception, but not with total firm
connected to positive performance S
performance indicators
Usage of metrics from different Partial support, connection found with the use of multiple categories
H2a categories is connected to positive and top management's positive perception, but not with total firm
performance performance indicators
Usage of a larger number of metrics is Partial support, connection found with the use of multiple metrics
H2b g gern and top management's positive perception, but not with total firm
connected to positive performance A
performance indicators
Supported, there are many similarities (e.g. 10 out of 15 most used
. . - metrics are the same), but where UK measurers put weight on
There are differences in metric use ; . . L
H3 between Finland and the UK retailer and competitor related metrics, Finnish measurers
concentrate on the end-user. Both countries highlight the use of
financial metrics.
Ha There are differences between used Supported, this was supported on total firm level as well as market
metrics and those considered essential situation and position in the market level.
Measurement practices and the metrics | No support, the same categories where used despite the market
H5a used differ depending on the market situation and the measurement practices did not differ statistically
situation between those in different market situations
Measurement practices and the metrics | Supported, categories used and preferred differed depending on the
H5b used differ depending on the position position of the firm in the market. Also measurement practices
of the business in the market differed.
Measurement practices and the metrics Supported, those in manufacturing and sales use different metrics
H5c used differ de pendin on the operatin compared to those operating in sales. Also the measurement
sector P g P Y practices differ, those in sale use more metrics categories and more
metrics compared to those operating in manufacturing and services.
One metric in each category will have
H6 the most positive mfluence on the Supported
respondents perception of successful
measurement of that category
Marketing performance measurement
H7 is more regular in organizations where Supported
the top executives are involved in PP
marketing
Marketing performance measurement
is more regular in organizations that
Hga have a larger proportion of positions Supported
related to marketing
More different measures are used in
Hsb organizations that. have a larger No support
proportion of positions related to
marketing
Tgr?f:rlaga?\scteogset:gl?:rhner?:frl;ettweglack Partial support, the biggest obstacles are the lack of skill and the top
H9 P . ) management lack of time, but among regular measurers these
of material and consistent h
. obstacles hypotheses are the biggest obstacles
measurement practices
H10 CLV is seen as an important metric in Supported, even though this is the least used of all the metrics, it
marketing performance measurement was in the top 15 of metrics thought of as essential
The metrics that can be combined to o . .
H11 formulate CLV are already in use in Supported, 40 % of firms use all of the 4 metrics that can be

many firms today

combined to model CLV
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6.2. Managerial Implications

Most of the hypotheses proposed were totally or partly supported by the research
conducted. There seems to be a link between perceived marketing performance
and regular measurement practices. No linkage could be reported between regular
measurement practices and general financial performance measures. In this case
the managements’ own perceptions of measurement are considered to be a better
indicator of marketing measurement performance, because many other things
influence broad financial measures apart from intra firm matters. It was also found
that the top executives’ perceptions of the financial performance of marketing

were better when a wider array and number of metrics was used.

These findings support the theory proposed in the framework, where the different
categories of measures are grouped together to form a base for successful
marketing performance measurement. Also the regularity of measurement
practices is highlighted. Generally most firms do measure marketing on a regular
basis. 69 percent of respondents reported that they measure marketing regularly.
Most of these regular measurers reported that they monitor performance on a
monthly basis. Top executives’ perception of their marketing practices was also
found to be better in situations where regular marketing measurement practices

were in place as opposed to firms that do not measure marketing regularly.

Various groupings of different measures were introduced, groupings by frequency
of use and implied essential nature of metrics. Also a list of metrics that rated
highest among the successful measurement of a given category was made. These
can be used as a guideline in the development of company specific measurement

palettes that help in determining marketing performance.

A given market situation had effect on the preferred metrics used most frequently
by firms in the same kind of competitive situation. Also the state of the market
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that businesses operate in had an effect on the metrics that were preferred and
used most commonly. The competitive situation the firm is in had an effect on the
number of metrics used and the number of metrics used from different categories.
This suggests that firms in an attack or defense position needs to monitor closely
all aspects of marketing to get an advantage in the given situation. Also these
firms consider financial metrics to be very essential. On the other hand firms that
have more peaceful competitive situations use less metrics and put more value on

metrics that are customer and consumer related.

Also the sector a given firm operates in had an effect on the metric categories and
single metrics preferred. Those operating in manufacturing and sales had a higher
interest in financial and retailer related metrics where as those involved in services
preferred end-used related metrics. Manufacturers where the only ones

particularly interested in innovation-related metrics.

The greatest obstacles to regular marketing performance measurement seemed to
be top management lack of time and lack of skill. These results show that the
initiative to set up measurement processes needs to come from the top, and also
necessary training should be made available to those needed in implementing and

interpreting the measurement and results.

When regular measurement practices are in place the major obstacles also include
lack of material and lack of consistency. Sometimes more efficient data analysis
applications could be helpful, but more often than not the material exists, but it is
not processed into a usable form. The lack of consistency is improved with time

and firm specific, cross-functional measurement practices.
As noted before the calculation of customer lifetime value is not very popular in

firms today, even though researchers value this metric. The concept and

calculation of this metric was gone through in detail in chapter 3. It could be
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6.3.

beneficial to firms to investigate the possibility of incorporating this metric into
their metric palette. Already almost 40% of respondents marked CLV as an
essential metric, even though it was the least used of all the metrics at this time.
Also 40% of firm report using all of the metrics needed in CLV calculation. The
adoption of this metric could help in marketing performance evaluation and in
better investment prioritization. It could also help the financial side of the firm in
understanding the central role marketing has in accumulating the wealth of
shareholders. Also the adoption of this metric could prove helpful to outside firm
evaluators (e.g. stock analysts) who struggle with the valuation of intangible

assets today.

Limitations and Future Research

The data for this research was collected as part of a larger marketing related
questionnaire. The number of questions and question specificity had to limited in
order to come up with a questionnaire that did not demand too much effort from
respondents. For this reason specific metric related questions had to be limited.
Also the lack of responses in the questions that mapped the financial performance
metrics of companies made the utilization of these questions difficult.

Even though the response rate for the query can be thought of as very acceptable
for an e-mail survey, in terms of statistical research the response rate can be
considered quite poor. According to Malhotra & Birks (2007) response rates
below 15% in mail surveys can lead to serious bias. This is because whether a
person responds to a mail survey can for example be related to how meaningful
the subject is to the respondent. This can be considered a problem in this query,
because those interested in marketing are thought to have had higher incentive to
answer compared to those who are not. This on the other hand might have an

influence on research results.
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Also the sector distribution between respondents compared with the total target
population was some what distorted. The services sector and the manufacturing
sector were slightly over weighted, and the sales sector was under weighted
compared with the total population. Variations between specific sector sub-groups
like B2B-services and building differed quite markedly between the total
population and the respondents. This might have some effect on research results.
In future research the differences in measurement practices between different
business sectors could be sought after in more detail, this might also help in the

interpretation of the results of this thesis.

The marketing performance metrics used in this thesis and the questionnaire were
in large part taken from previous research conducted in the UK. It is assumed that
the collection of metrics used here incorporates all the metrics that are widely
used in firms for marketing performance measurement. No preliminary research
was done here in Finland to conclude if this collection withholds all the metrics or
the most important metrics used in the Finnish business community. Mapping the
marketing performance metrics used in Finnish businesses in more depth might

also be an interesting topic for future research.

In future research it would also be interesting to explore the use of customer
lifetime value as metric in more detail. This metric has been used in previous
research as a means of company value calculation. A more through investigation
with the help of more extensive company data could give additional information
on the usability of customer lifetime value as key strategic performance metric.
Also the usability of this metric in companies, and the actual calculation of this
metric could be interesting topics for further research. This study has leaned on a
few previous researchers’ for the methods of calculation, and there are also many
different calculation techniques available. In this research some simplifications to

the calculation of this metric were made. More research is needed to investigate
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the actual calculation of this metric using the information derived from the metrics
that were seen in this thesis to contribute the information need in CLV
calculation. It would also be interesting to research further the possibility of the
adoption of this metric in firms today.

Previous research shows that the demand for better intangible asset valuation
techniques is growing. The generalization of CLV, or some other strategic
marketing performance metric within the business community could help in
making intangible assets more transparent and easier to use also in outside firm
performance evaluation. The valuation of intangible assets, of which marketing
can account for a large part of in firms today (Srivastava, Shervani and Fahey,
1999), could also prove to be a very interesting topic in future research.
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APPENDIX

The questionnaire

Markkinoinnin tila 2008

Yrityksen liiketoimintaympadristd ja asema paamarkkinoilla
Ensimmdisessa osiossa kdsitellddn edustamasi lilketoimintayksikén toimintaymparistéa ja asemaa padmarkkincillz. Ellei erikseen
mainittu, vastza kaikkiin taman kyselyn kohtiin liketoimintayksikkdsi ja valitsemasi pd&toimialan ndkékulmasta. Mikali yrityksestadsi
voida erottaa selkedsti toiminnaltaan tai markkinociltaan poikkeavia yksikdits, vastaa koko yrityksen nakokulmasta. Pienten yrityster
kohdalla lilketoimintayksikkd ja yritys tarkoittavat yleensa samaa. Pyydamme teitd pyrkimaan koko kyselyn ajan johdonmukaisuutes
siind, mitd yrityskokonaisuutta vastauksenne koskevat. Mikdli edustat monikansallistz tai globaalia yritystd, vastza suomalaisen
yksikén ndkékulmasta. Mikali yrityksesi toimii usealla toimialalla, vastaa paaasiallisen (yrityksellesi tdrkeimman) toimialan mukaisest
* K1: K1. Vastaajan nimi

Please write your answer here:

* K2: K2. Yhteystiedot

Please write your answer(s) here:
Sihkopostiosoite: |

Puhelinnumero: |

* K3: K3. Asema organisaatiossa (tehtivinimike)
Please write your answer here:

* K4: K4. Yrityksen ja edustamasi liiketoimin tayksikén nimi
Please write your answer here:

* K5: K5. Miki on liiketoimintayksildkosi pidasiallinen toimiala?
Please choose *onty one* of the following:
] Maa-, ritsta-, metsi-, ja kalatalous
[ Kaivostoiminta ja louhinta
] Elintarvikkeiden ja juomien valmistus
[l Tekstiilien, vaatteiden, nahan ja nahkatuotteiden valmistus
[ Puntavaran ja puntuotteiden valmistus
| Paperiteollistustuotteiden valmistus. kustantaminen ja graafinen tuotanto
1 Oljy- kumi- ja muovituotteiden seki kemikaalien ja kemiallisten tuotteiden valmistus
[ Er-metallisten mineraalituotteiden valmistus
[ Metallien jalostus ja metallimotteiden valmistus
[ Koneiden ja laitteiden valmistus
L] Elektroniikka- ja sdhkémuotteiden valmistus
[ Kulkuneuvojen valmistus
[ Energia- ja vesihuolto
[ Rakentaminen
I Moottoriajoneuvojen kauppa, korjaus ja huolto seka polttoaineen vahittaismyynt
] Agentuuritoiminta ja tukkukauppa
[ Vihittaiskauppa
I Majoitus- ja ravitsemistoiminta
[ Kuljetus, varastointi ja tietolilkenne
[ Rahoitus- ja vakuutustoiminta, pankit
[ Kimteistdalan palvelut ja vuokraustoiminta
[l Tietojenkasittelypalvelu
[l Tutkimus ja kehittdminen
[ Muu like-elimé3 palveleva toiminta (B-to-B-palvelut)
"] Julkinen hallinto ja maanpuclustus
[ Koulutus
"] Terveydenhuolto- ja sosiaalipalvelut
[ Ympéaristénhuolto
[] Jarjestitoiminta
[ Virkistys- kulttuuri ja urheilutoiminta
L Other |

* K6: K6. Mikii on edustamasi liiketoimintayksikin tuottamien hyidykkeiden ja palveluiden osuus sen liikevaihdosta? Vastaa siten, etti er
vaihtoehtojen yhteenlasketuksi arveolksi tulee 100. Syitd arvo 0, milkili ei liikevaihtoa.

Please write your answer(s) here:
Kulutushyidyldeet : |

Tuotantohyddykkeet : |
Kulutuspalvelut : |
Yrityspalvelut : |
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* K7: K7. Miki seuraavista kuvaa parhaiten liiketoimintayksilddsi marklkinoita tai pditoimialaa?

Please choose *only one® of the following:
U udet, kehittywat markdomat
1 Kasvavat markkmat: markkinat ovat vakiintuneet, mutta kasvavat tasaisesti

"I Taantuvat markkinat: markkmoeiden kasvu on kiintynyt laskuun

vpsat markkinat: markkinat ovat vakiintuneet, elkd merkittavia muoutoksia endi tapahdu

* K8: K8. Miki seuraavista parhaiten knvaa liiketoimintayksilddsi asemaa piimarkldnoilla?

Please choose *only one®* of the following:

1 Amoa yritys markkinoilla

[IMarkkinajohtaja: suurin marklanaosuus
aastaja: toiseksi tai kelmanneksi suurin marlkdinaosuus
1 Seuraaja: prenempi markkinaosuus

* K9: K9. Missi miirin seuraavat viiittimit kuvaavat liiketoimintayksiklosi markkinoita ja toimialaa?

Please choose the appropriate response for each item:

Taysin

SAmAZ Samsa Jokssenkin

mieltd misltd zamaa mieltd
Kilpailu on kovaa O O O
Uusien asiakkaiden tarpeilla on taipumus — — —
poiketa nykyisten asiakkaiden tarpeista ' '
Asiakkaamme etsivat jathkuvasti uusia . . .
tuotteita/paltveluita - - -
Toimialan teknologinen kehitys on nopeata O ] O
Markkinoille mulee jatkuvast uusia — — —
tuottesta'palveluita - - -
Tuotteiden/palvelniden elinkaar markdinoilla . . .
on pitkd ) ) )
Tuotekehitykseen kuluva aika on pitkd
verratuna tuotteen/palvelun elinkaareen O O O
marklrinodlla

Ei samaa
eiki eri Jokseenkin eri Eri
melts roieltd mieltd

Taysin eri En ou
mialtd LY

* K10: K10. Missd miirin olette eri tai samaa mieltd seuraavien liiketoimintayksikkinne strategiaan liittyvien viittiimien kanssa?

Please choose the appropriate response for each item:
Taysm
SAmAR
miglt

Tavortteenamme on puclustaa nylonstd - - -
markkina-asemaamme . ) )
Tavoitteemme on tasainen myyanin kasvu a O O
Tavoifteemme on aggressiivinen myynnin — — —
kasvu ja marklunoiden hallinta . ) )
Pyrimme valtaamaan kokonaismarkdkinat a O O
Kohteenamme ovat kokonaismarkkinoilta
valitut segmentit

Kohteenamme ovat kokonaismarkkinoilta — — —
valitut yksittdiset asiakkaat - - -
Tarkoituksemme on erilaistaa — — —
tarjontamme kilpailijoiden tarjonnasta . ) )
Tavoitteemme on olla toimialamme — — —
kustannustehokkain yritys - - -

Jokseenkin
sEmad mieltd

Samaz
mieltd

Ei samaa
eiki eri
mieltd

En osa
san0a

Jokseenkin eri Ed
Tmielrd mueltd

Taysin eri
nueltd

Markkinoinnin rooli

Toisessa osiossa pursudutaan markkineinnin tehtadvakenttdan, asemaan ja rooliin liketoimintayksikissa.

K11: K11. Miten kuvailisit markkinoinnin tehtivikenttiii liketoimintayksikdssisi? Esimerkiksi, mitd tehtdvinimikkeitd marklinoinnin

suunnitteluun ja toteutukseen mielestisi lukentuun?
Please write vour answer here:

K12: K12. Miten markkinoinnin tehtivikenttii vlsikissiisi tulisi kehittia?
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Please write vour answer here:

* K13: K13. Kuinka suuren prosentuaalisen osuuden liiketoimin tayksikkdsi henldléstdsti voidaan laskea osallistuvan markkinoinnin ja/tai

myvanin suunnitteluun tai toteutukseen?
Please choose “only one™ of the following:

1= 20%

12040 %

[141-60%

[161-80%

1= 80%

[1En osaa sanoa

* K14: K14. Millainen on markkinoinnin ja tuotekehityksen suhde liiketoimintayksikissdsi?
Please choose *only one® of the followmg:
1 Kyseessd ovat erilliset toiminnot
1 Tominnot tekevat yhteistyiitd joillakin osa-aluella
[ Tominnot tekevat yhteistyitd useimmulla osa-alueilla
1 Tuotekehstysti ja markkinointia e1 voida folmintoina erottaa toisistaan

* K15: K15. Millainen on markkinoinnin ja myynnin subde liiketoimintaylksikdssisi?
Please choose *only one® of the followmg:

[1Kyseessd ovat erilliset toiminnot

[ Toiminnot tekevat yhteistyita joillakin osa-alueilla

1 Tominnot tekevat yhteistyitd useimnulla osa-atueilla

D1 Myyntid ja markkmoeintia ei voida toimintoina erottaa tolsistaan

* K16: K16. Kuinka vahva strateginen rooli marklkinoinnilla on seuraavissa yksildbsi toiminnoissa?
Please choose the appropriate response for each item:

Eritrdin vahva rooli “Vahva rooli Eeskivahva rooli Hatkko rooli Eirooliz
Ylin johto O O O O O
Sisdinen viestintd O O O O O
Ulkownen viestinta O O O O O
Syjoittajasubteiden hallinta O O O O O
Tutkimus- ja kehitystoiminta O O O O O
Logistiikka, tilaus- ja toimitusketjun hallinta [m| O [} | m|

En osaa sanea
I

*K17: K17. Millainen on markkinoinnin ja ylimmin johdon suhde yksikdssisi?
Please choose *only one® of the following:
“IMarkkinointi ei ole ylimman johdon erityisen huomion kohteena muihin toimintoihin verrattuna
CIMarkkinointi on rapertointivastuussa ylimmille johdolle
[1Ylin johto osallistun aktitvisesti markkinoinnin suunnittelunn ja totentukseen
[ Markkinoinnin suunnittelu ja toteutus ovat ylimmén johdon ensisijaisia prioriteetteja
[10ther |

Markkinoinnin vaikuttavuus ja tuloksellisuus

Kolmannessa osiossa keskitytddn markkinoinnin vaikuttavuuden ja tuloksellisuuden seurantaan liittyviin aiheisiin, Osiossa kasitell3ar
mm. mittauskaytantdjd, niiden tarkoituksenmukaisuutta sekd mittaamiseen liittyvid haasteita.

* K18: K18. Seurataanko lillketoimintayksikissisi sifinnéllisesti markkinoinnin tavoeitteiden saavuttamista?
Please choose *only one® of the followmg:
[¥es
[INo

[Only answer this question if vou answered Yes' to question K18 ']
K19: K19. Milli tasolla taveitteiden saavuttamista seurataan?
Please choose *all* that applv:
[IWuositasolla
[ Kvartaalitasolla
[ Kuukausitasolla tai useammin
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[[1Projektitasolla

* K20: K20. Raportoidaanko markkinoinnin tuloksellisuutta yritvksen ulkopueolisille tahoille (esim. vuosikertomuksessa tai muissa
tilinpiitdstiedotteissa)?

Please choose *only one™ of the following:

C¥es

[1No

[Only answer this question if you answered Yes' to question K20 ]
K21: K21. Missi ja miten marklkinoinnin tuloksellisuutta raportoidaan yrityksen ulkopuolelle?
Please write vour answer here:

E22: K22, Mihin markkinoinnin tuloksia liiketoimintayksikissisi verrataan?
Please choose *all* that apply:
[1Lahimpiin kilpailijoihin
["1Edellisiin vuosiin tai seurantajaksoihin
[] Asetettuihin taloudellisiin tavoitteisin
[ Asetettuihin ei-taloudellisiin tavoitteisiin
Other: |

K23: K23. Markkinoinnin tuloksellisunden mittarit: mitki seuraavista mittareista ovat liiketoimintayksikdssisi kiytdssi? Mitki mittarit
ovat/olisivat mielestiisi keskeisimpii seurattavia? Mikili vastauksesi 16vtyy sarakkeesta 'Ei vastausta’, tulldtsemme tilanteen siten, etti
vhsikissiisi el seurata kyseistd mittaria, etkii mydskian pida sitii keskeisend mittarina.

K23a: K23a. Kuluttajan/loppukiivttijin ajatuksia/asenteita ja tunteita seuraavat mittarit
Please choose the appropriate response for each item:

Haytossa, kaskeinen Eiytossa, ei kaskeinen Ei kivtossa, kaskeinen
Tunnettuus (spontaanty/avtets/vhteensd) O O O
Merkittdvyys (keskeisyys, tirkeys) O O O
Koettu laatu / arvostus (kuinka korkealle arvotettu) | O O
Kuluttaja-/kiyttdjatvytyviisyys (odotusten tavityminen) O O O
Relevanssi kuluttajalle/loppulkiyttdjalle {"minulle sopiva tuotemerkla”) O O O
Imago / persconallisuns / identiteetti (voimalkkuus) | m| |
(Koettu) erilaistuminen (ero muihin brandeihin) O O O
Sitoutuminen / ostoaikomus (ilmaistu oston todennikdisyys) O O O
Muut asenteet, esim. mieltymys (useita mahdollisia indikaattoreita) O O O
Tieto (Kokemulkset tuotteen ominaisuuksista) | O O

K23b: K23b. Kuluttajan/loppukiiyttijin kiyttiyvrymisti seuraavat mittarit
Please choose the appropriate response for each item:

Eldytdssd, keskeinen EKiyrossd, ei kaskeinen Eikiytos:a, keskemi

Kayttdjeen (asialdeaden) kokonaism 3 a a a
Uusien kiyvttdjien lukumaicd O O O
Uskollisuus / pysyvyys (esim. montako % osti seki tind ettd viime vuonna) O O O
Hintaherkkyys / -jousto (mikd tahansa myyntimaarien herkkyyden mittars) O O O
Promootion johdosta tehdyt ostot O O a
Tuotterden midrd kayttdad kohden (kuinka laajalti loppulkiyitd)d hyodyntai . . .
tarjoomaa) - - -

Leadien miird / tiedustelut (uusien prospektien lukumizes) | | |
Konversioprosentti (leadista myyntitn) O O O
Loppulcvttajiltd tulevien valitusten méari (loppuldivitijien tyyvtyméttémyyden taso) | a |

K23¢: K23c. Viliportaan asiakkaiden/jilleenmyyjien suhteen laatua ja ominaisuuksia seuraavat mittarit
Please choose the appropriate response for each item:
Eivrossi, keskeinen Edytdssh, el keskeinen Eikfyrdssd, keskeinan
Jakelu / saatavuus (esim. myymaldiden lulumasra) O O O
Asiakastyytyviisyys O O O
Asiakasvalitusten masra O O ]
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K23d: K23d. Markkinasuoriutumista kilpailijoihin verrattuna seuraavat mittarit
Please choose the appropriate response for each item:

Eaytossd, keskeinen Eiyrdssa, ei keskeinen Ei kivtossi, keskeinen
Markkinaosuus (osuus markkinasta myvntimairin mukaan) O O O
Suhteellinen hinta (esim. osuns myynnin arvesta/osuus myynnin maarista) ] O O
Markkinaosunden uskollisuus (osuns vaatimukset tayvttavien toftteiden joulkossa) O O O
Markkinapeitto (osuus ostajista tietylld aikavalilld) O O O
Suhteellinen kuluttajatyytyviaisyys (tyvtyviisyys suhteessa kilpailijothin) O O O
Suhteellinen koettu laatu (koettu laatu suhteessa laatujohtajaan) O O O
Osuus kaikesta marklonointiviestinndstd (osuus kategoriasta) O O O

K23e: K23e. Innovoinnin tuloksellisuutta seuraavat mittaric
Please choose the appropriate response for each item:

Eiviossd, keskeinen E&ytossd, ei keskeinen Ei kiiyrdssd, keskeinen
Uusien tuotteiden lukumiird tietylli aikavililli (uusien tuotteiden lanseeraukset) O O O
Liikevaihto uusista tuotteista (litkkevaihto, nuyynti) O O O
Uusien tuotteiden kate {myvntikate) O O O

K23f: K23f. Taloudellista tuloksellisuutta seuraavat mittarit
Please choose the appropriate response for each item:

Eiiytossd, keskei Kiytosss, eikesheinen i kiynoss, keskeinen

...... m | m

Alennus-% {alennukset ja hyvitykset % myynnists) O O |
Myvntikatteet (kokonaistuotto-%s vuotuisesta myynnist) O O O
Markkinointipanostukset (esim. mainonta, PR, promootiot) O O O
Liikevoitto / kannattavuus (tulos ennen veroja) O O O
Omistaja-arvo O O |
Taloudellinen lisdarvo (EVA) O O O
Sijoitetun padoman tuottoaste (ROT) O O O
Asiakkaan elinkaariarvo (customer lifetime value, CLV) O O O

* K24: K24. Arvioi vksikkasi kykyil mitata suorintumista seuraavien osa-alueiden kohdalla.
Please choose the appropriate response for each item:

Enittiin Melko Ei heikko Melko Erittain Ei relevantt
hyva Hyva Ty eiki lyva heikko Heikko hetkke meills
Kuluttajan/loppukdyttijan ajatukset/asenteet ja - - — . - - . -
tunteet O O m] O C O O a
Kuluttajan/loppukdyttdjan kayttaytyminen O O O O O O O O
Viliportaan asiakkaiden/jdlleenmyyjien suhteen - - — . - - . -
laatu ja eminaisundet - - - - N - - -
Suoriutuminen sulteessa kilpailijoihin O O O O O O O O
Innovoinnin tuloksellisuus | | | m| m} m} m| a
Taloudellinen tmloksellisuus O O a O O O O a

* K25: K25, Mitkd ovat suurimmat esteet/haasteet markkinoinnin mittaamiselle?

Please choose *all* that apply:

[TRuittavid rahoitusta ei ole saatavilla

[“1Johdon ajan puute

[T1Ei tukea muilta yksikdilta

[[10saamisen puute

[ Kannustimien puute

71 Aineiston puute

[ Sitoutumisen puute

1 Yhdenmulkasunden punte mittauksissa eri atkoina
Other: |

* K26: K26. Mikii on yksikkinne ylimmin johdon arvie markldneinnin timinhetldsesti tuloksellisundesta?
Please choose *only one* of the following:
[71Erittiin hyvi
[IHyva
[1Keskitasoa
[“1Heikko
[ Erittdm heikko
["1En o0saa sanoa
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Liiketoimintaprosessit ja markkinointi

Neljdnnessa osiossa pyydamme sinua arvioimaan litketoimintayksikkdsi suoriutumista eri lilketoiminnan osa-zalueilla tarksimpiin

kilpailijoihin nahden.

* K27: K27, Arvioi liiketoimintayksikkisi suoriutumista tuotekehityksen ja innovoinnin osalta tiirkeimpiin kilpailijoihin verrattuna.

Please choose the appropriate response for each item:

Huomattavasti Parampi
paremipi kuin knin
Eilpailfjoills kilpailijoilla

Kyky kehifta3 uusia

tuote- tai palveluideoita

Uusien

lLiketotmintamallien

hyddyntiminen

Ulkoisten sidosryhmien

ja

liketoimintaverkoston

hyadyntiminen

tuotekehitysvaiheessa

Yhteistyd ja tiedonjako

muiden tonmintojen

kanssa

Ideoiden nopea

kaupallistaminen

Tuote- tai

palvelninnovaatioiden

maard

Uusien tuotteiden tai

palveluiden

menestyksekas

lanseeraaminen

Tutkimus- ja

kehitysinvestointien

tuloksellisuns

Joukin

Tonkin verran
Verran, Eieroa het i Heik H asti Ei Er
parempi kuin Kilpailfjodhin I kuin hetkompi kuin relevantt o053
Kilpatlijoilla adbdan kilpailijoilla kilpailijoilla kilpailijoilla meilla sane

* K28: K28. Arvioi liiketoimintayksilkisi suoriutumista tilaus- ja toimitusketjun johtamisen osalta tirkeimpiin kilpailij

Please choose the appropriate response for each item:

Huomattavast
parampi kuin
Eilpailijoilla

Parempi kuin
Kilpailijotlla

Informaatio- ja
viestintitelmologian O
(ICT) kaytto

Parhaiden

jakelijoiden -

hankkiminen ja -

pitaminen

Parhaiden

toimittajien . -
hanklimimen ja - -
pitaminen

Asennulksen ja -

vilipidon hallinta -

Tilausten kisittely m| m}
Tehokas laskutus ja -

maksuehdot
Logistikan ja — -
varastojen hallinta - -
Huolto-/palvelutuen
tarjoaminen O
jakelijoille
Tommitusvarmuus

Jovkin verran
Jonkin verran Eieroa heikompi
parempi knin Eilpailijoibin kuin
Kilpailijoills nihden Eilpatlijoilla

in verrattuna.

Heikompi Huomatravasti Ei En
Enin beikompi kuin relevantti os3
Eilpailijoilla kilpatlijoilla medlle SANC

* K29: K29. Arvioi liiketoimintayksikkisi suoriutumista marklinointiviestinnin ja myynnin osalta tirkeimpiin kilpailijoihin verrattuna.

Please choose the appropriate response for each item:

Huomatravasti Parempi
parempd kuin Lnin
Kilpailijoilla kilpailijoilla

Jonkin
Jonkin Verran
Verran Eierpa heikompi
parzmp: kunin kilpailfjoibin Kuin
Kilpatlijoilla nikden Kilpzilijoilla
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Subdetoimintataidot
(PR)
Mamoskampanjoiden ja
promootioiden
suunnitteln
Mamoskampanjoiden
kehittaminen ja
toteuttaminen
Myynnin johtamisen
suunaittelu- ja
kontrollijarjestelmat
Myvyntthenkildston
tehokdouuden
mahdollistava koulutus
Tarkeituksenmukainen
myvanin tuki

Kyky hinnoitella
teholkkaasti tuotteita tat
palveluita

Viidennessa osiossa jatkamme lilketoiminnan osa-alueiden arvicintia liiketoimintayksikéssasi. Tdman lisiksi pyyddmme sinua

Liiketoi

mintaprosessit ja liikkeenjohdolliset haasteet

arvicimaan liilkkeaenjohdollisia haasteita ja niiden merkittdwyytta.

* K30: K30. Arvioi liiketoimintayksiklkdsi suoriutumista markkinavetoisen suunnittelun osalta tirkeimpiin kilpailijoihin verrattuna.
Please choose the appropriate response for each item:

Kyky segmentoida
tehoklkaasti ja valita oikeat
kohdemarlkkinat
Markkinoinnin johtamisen
taidot ja prosessit
Markkinointiresurssien
tehokas jakaminen
Markkinointistrategioiden
toteuttaminen kaytanndssa
Laadulhset
maridrnatutkimusmenetelmit
Madralliset
markkinatmtkmusmenetelmit
Markkinatwtkimustaitojen
hyodyntiminen teholdcaiden
markdmomtiohjelmien
kehittamiseksi

Brandin johtamisen taidot ja
prosessit

Asiakastiedon keruu ja
hallinta

Kilpailijatiedon keruu ja
hallinta

Kilpailijoiden hinnoittelun
seuranta ja muutelsin
reagointi

Huomattavasti
parempi kwin
kilpailijoilla

Jonkin Jonkin
verman verran
Parempi parenipi Eieroa beikompi Heikompi Huomattavastd
Enin knin Kilpailjoihin knin Kuin heikompi kuin
kilpailijoilla kilpailijoilla nihden Kilpailijoilla Kilpailijoilla Eilpailijoilla

Ei
relavantt
meille

Er
0sa
sam

* K31: K31. Arvioi liiketoimintayksiklkdsi suoriutumista asiakkuulsien johtamisen osalta tirkeimpiin kilpailijoihin verrattuna.
Please choose the appropriate response for each item:

Huomattavasti
parempi kuin
kilpailijoilla

Asiakastietojarjestelman
hallinta (CRM)
Asiakassuhteiden
sitlyttiminen

Jonkin Jonkin
verran verran
Parempi parempi Eieroa heikompi Heikompi Huomartavasti
kuin kuin kilpailijothin kuin Enin heikompi kuin
Kilpailijoills Kilpailijoilla nihden kilpailijoilla kilpailijoilla kilpailijoilla
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meille

Er
0sa



Yrityksen tarjooman ja
astakleaiden tarpeiden

O O | O O | O O C
vastaavuus,
asmakastuntemus
Potentiaalisten uusien
asiakkaiden O O ] O O m] O O C
funmistaminen
Asiakaspalvelun .
suunnittelu ja toteutus H - H H H H = - -
Asiakaskohtaamisten E
suunmitteln ja toteutus = = = = = = = = =
Kyky vastata asiakkaiden
tiedusteluihin ja O O ] O O m] O O C
pyyntithin nopeasti
rug_nmden ja palveluiden o o o 0 O o O o C
ristimmyynti
Tuotteiden ja palveluiden O o o O O o (| o C
lisimyynti
Kannattamattomen
asiakassulteiden O O ] O O m] O O C
lopettaminen
Asiakastyytyvaisyys O O | O O O O O .4

K32: K32. Mitkii koet markkinointistrategian implementoinnin keskeisimmiksi haasteiksi edustamassasi vksikissa?
Please write vour answer here:

* K33: K33. Missd miirin seuraavat haasteet ovat tilli hetkelli liiketoimin tayksildkdsi liikleenjohdon huomion ja resurssien kohteena?
Please choose the appropriate response for each item:

Erifyisen Eeskimiaraisen Vahiizen Ei relevanmi

buomion kohde huomion kohde Imomion kohde meille
Uuden toftteen tai sovelluksen kehittammen O 4 0 O 4 0 O O
Taloudellisten resurssien ja tuen hankkiminen O C | O C O O O
Ulkopuolisten asiantuntijoiden tai hallimksen . : : :
jasenten hanlkkiminen o - - = - - = =
Tuotetuki tai asiakaspalvelu O C | O C O O O
Pitevin henkilékunnan hankliminen O H 0 O .4 0 O O
Tarkoimksenmukaiset vilineet ja tomitilat O H 0 O .4 0 O O
Luotettavien myyjien ja toimittajien verkoston E : : .
kehittiminen H - = - - = - -
Kysyntis vastaavien midrien tuotanto O B | O H | O O
Myvatitavoitteiden saavuttaminen (m| Ll | O i | O O
Johdon osaamisen ja kyloyjen laajuus ja taso O 4] 0 O 4 0 O O
Kustannusten kontrollointi O C 0 O C 0 O O
Organisatoristen roolien. vastuiden ja . : : :
kaytantdjen maarittely H - - = - - = =
Tohdon tietojirjestelmien kehittiminen O C | O C | O O
Kannattavuus- tai markkinaosuustaveitteiden E : : .
saavuttaminen o - = = - = = =
Laaj_entummen uusille maantieteellisille O C - o C - o o
alueille
Hallinnellisen taakdka ja byrokratia O 4] O 4 0 O O
Taloudellisten jarjestelmien ja sisdisen . : : :
fontrollin kehittiminen H = - = - =
Asem@ vakqnnurtammeg ) O C - o r - o o
tuote-/'markkinasegmenteissi
Asmkk?ldgﬂ tarpeiden selvittimmen ja 0 - . o - . o o
tyydyttimmen
Systemaattinen kilpailijoiden analysointi O C O C O O

110



Oppiminen, kehittyminen ja kehittaminen

Kuudennassa osiossa tarkastellaan markkinatiedon kerdamiseen, jakamiseen ja hyddyntdmiseen liittyvid kdytantdga.

* K34: K34. Kuinka hyvin seuraavat viiittimit kuvaavat tilannetta liiketoimintayksikissisi?
Please choose the appropriate response for each item:

Taysin Ei samaa
samaa Samaa Jokseerkin eikd eri
rmieltd mielsd samaz mielid misltd

Myyntihenkilostomme jakaa saanndllisesti tiefoa
kilpailijoidemme strategioista
liketoimintayksikkdmme (yrityksemme) sisalla
Liiketoimintamme tavoitteita chjaa ensisijaisesti
asiakastyytyvasyvs

Vastaamme ripedsti kilpailutoimiin, jotka uhkaavat
meitd

Senraamme jatkuvasti
asiakassuuntautunelsuuttamme ja sifoutumistamme
asiakkaiden tarpeiden palvelemiseen

Kaiklkien toimintojemme vlin johto tapaa
sainndllisest: nyvlcyisid ja mahdollisia asiakkaita
Jaamme avoimesti tiefoa onnistuineista ja
epaonnistuneista asiakaskokemulesista kaikiden
toimintojen kesken

Strategiamme kilpailnedun saavuttamiseksi perustou
asiakkaiden tarpeiden ymmartamiseen

Kaikli toimintomme {esim. marklanomti'myynti,
tuotanto, T&K, rahoitus/laskentatoimy, jne) on
integroify palvelemaan kohdemarklkinoidemme
tarpeita

Liiketoimintastrategioitamme ohjaavat
uskomuksemme siitd, muten voimme fuottaa
sunrempaa arvoa asiakkaillemme

Mittaamme asiakastyytyvaisyyita jirestelmallisesti ja
tihedsti

Kiinnitimme paljon huomiota myvynnin jilkeiseen
palveluun

Ylin johtomme keskustelee siinnéllisesti
kilpailijoidemme vahwuulksista ja strategioista
Kaikki esimiehet ymmértavit, miten jokamnen voi
mybtavaikuttaa asiakasarvon lnoniseen
luketoiminnassamme

Keskitymme asiaklaisiin, joiden kohdalla voimme
saavuttaa kilpailuetua

Jaamme resursseja muiden litketoimintayksikoiden
kanssa

Tokseerkin
eri mieltd

mieltd

Taysin
e
mieltd

relevantti
meille

* K35: K35, Missi miiirin seuraavat markkinatiedon tuottamista kisitteleviit viittimit kmvaavat tilannetta liketoimintayksikossisi?

Please choose the appropriate response for each item:

Tiysin Ei samaz

samaz Samaa Jokseenkin eiki eri
mielrd mieltd samaa misltd mieltd

Tapaamme asiakkaamme vihintiin kerran
vuodessa selvittddksemme, minkilaisia fuotteita tai
palveluita he tarvitsevat tulevaisuudessa
Tuotantohenkildstémme on suorassa vhteydessa
asiakkaisiin oppiakseen. kuinka palvella heitd
paremmin

Teemme paljon sisdistd markkmatutkimusta
Olemme hitaita havaitsemaan muutoksia
asiakkaittemme motemieltymyksissa

Suoritamme vihintain kerran vuodessa
loppukayttdjdle suunnatun kKyselyn
arvioidaksemume tuotteittemume ja palvelujemme
laatua

Jututamme tai uilamme vsein henkilditd, jotka
voivat vaikuttaa loppukiyitdiemme
ostokdyttaytymseen (esim. vihittiismyyjat.
jakelijat)

Kerddgmme tounialatietoa epavirallisin kemoin
(esim. lounaat toimialamttujen kanssa, keskustelut
likekumppanien kanssa)
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Kilpailijatietoa fuotetaan itsendisesti useilla . . ; ; ; . ; ;
osastoilla o - - o - - o -
Olemme hitaita tunnistamaan perustavalaatuisia

muutoksia toimialallamme (esim. kilpailu, O O O O O O O m}
teknologia, lamnsaddantd)

Tarkastelemme aika ajom
liketoimintaympéristissimme tapahtuvien E E ; ; ; . ; ;
muutosten (esim. lansiEdantd) vaikutusta - - - - - - - -
asiakkaisin

Markkinointiin kohdistuvat panostukset
Seitsemannessa osiossa tarkastellaan markkinointiin kohdistuvia panostuksia ja niiden painotuksia ja taustalla vaikuttavia tekijdita.
K36: K36. Mistd kuluista yrityksesi marklinointibudjetin loppusumma muodostuu (esim. mainos- ja viestintikulut, myyntikulut, PR, palk
jne.)?
Please write vour answer here:

* K37: K37. Millaisissa tilanteissa liiketoimintayksikkiisi tekee eniten markkinointiin kohdistuvia uusia panostuksia? Valitse seuraavista
vaihtoehdeista 1-3 tirkeinti.

Please choose *all* that apply:

[IKilpailun kiristyessd

|Unsille tuotealueille mentiessd
[ Uusille markkina-alueille mentiessi
[1Kun yritykselld on mennyt hyvin ja sille on kertynyt varallisuutta
["1Eun menee heikosti ja yritys tarvitsee tuloja ja asiakkaita
[[1Eun yrtyksen strategiassa korostuvat kasvutavortteet
[1Uusia panostulksia tehddin tasaisesti, taloudellisesta tai marklanatilanteesta juurikaan rilppumatta
[1En osaa sanoa

* K38: K38. Tehdaiinks liiketoimintayksikkdsi taseeseen merkittivii markkinointi-investointeja?
Please choose “only one® of the following:
[IYes
[ No

K39: K39. Kuinka suuria olivat liiketoimintayksikkasi viimeisimmiin tilikauden panostukset seuraavilla liiketoiminnan osa-alueilla suhtees:
vksikon liikevaihtoon (prosenteissa mitattuna)?

Please write vour answer(s) here:
Tuotekehitys (asiakastarpeet. ratkaisut, testaus, sisdisten ja ulkoisten vhteistyGverkostojen hallinta):

Tilaus- ja toimitusketjun hallinta (hankinta-, tuotanto- ja toimitusprosessit, kanavien hallinta):

Asiakassuhteiden hallinta (marklunatieto, markkinointiviestintd, asiakaspalveln, myynti, jne.):

* K40: K40. Arviolta kuinka suuria olivat liiketoimintayksikkdsi viimeisimmiin tilikauden panostukset suhteessa liikevaihtoon seuraavilla
liiketoiminnan osa-alueilla tirkeimpiin kilpailijoihinne verrattuna?
Please choose the appropriate response for each item:

Jonkin vemran Jonkin verran
Huomattavast Suurempia sunrempia Ei eroz vihitsempia Vihiisempia Hunomarravast En
sunrempia kuin Enm kuin kilpatlijodhin kmin Juin wvahaizempia kuin [5=3
kilpailijoilla ktlpailijoilla kilpailijoilla nihden kilpailijoilla Kilpailijoilla Klpailijoilla sEnC

Tuotekehitys
(asiakastarpeet, ratkaisut,
testaus, sisdisten ja
ulkoisten
vhteistydverkostojen
hallinta)
Tilaus- ja toimifusketjun
hallinta (hankinta-,
tuotanto- ja O [m} O O O O a
totmitusprosessit, kanavien
hallinta)
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Asiakassuhteiden hallinta

(markkinatieto, )
markkinomntiviestinta, . | O O ! o
astakaspalveln, myynti, jne.)

Taustatiedot

tunnistettavissa. Yksittdistan yritysten tietoja ei raportoida.

Kahdeksannessa Ja viimeisassa osiossa kysytddn vield muutamia tietoja edustamaasi yritykssen ja asemaasi liittyen. Tiedot kasitell3:
ehdottoman luottamuksellisesti, ja tuloksia raportoitaessa vastaukset jaotellaan kokonaisuuksiin, joista yksittaiset yritykset eivat ole

* K41: K41. Omistusmuoto
Please choose *only one™ of the following:
] Osakeyhtic
[ Tulkinen osakeyhtid
[ Other |

E42: K42. Yrityksen perustamisvuosi
Please write your answer here:

* K43: K43. Kuinka suuri on suurimpien omistajien vhteenlaskettu omistusosuus edustamassasi liiketoimintaylksikissi?
Please choose the appropriate response for each item:

< 5% 5-10% 11-20% 21-50% = 50% En 0533 s5n03
Suurin omistaja m| m| a | | O
5 suurinta omistajaa O O O O O O
10 suurinta omistajaa [ O O O O O
20 suurinta omistajaa [ O | O O O

* K44: K44, Miki on edustamassasi yrityksessi ulkomaisen omistuksen osuus?
Please choose *only one® of the followmng:
[10%
[0 25%
25-50%
[151-75%
O=75%
[1100%
[1En osaa sanoa

* K45: K45, Tyintekijoiden lnkumiidri liiketoimintayksikissiisi
Please choose *only one™ of the following:
O1-5
[6-10
11120
[121-50
[151-100
[1101-250
[1251-500
1= 500
[1En osaa sanoa

* K46: K46. Yritykselld on toimintaa
Please choose *only one* of the following:
[ Paikallisesti
[1Kansallisesti
[1Lahialueilla (Pohjoismaat, Baltia, Vendja)
["1Euroopan laajuisesti
[ Maailmanlaajuisesti

[Only answer this question 1if you answered 'Euroopan laajuisestt' or Tahialueilla (Pohjoismaat, Baltia, Vendjd)' or Maailmanlaapuisest' to question K

1
EA47: K47. Toiminta-aika kansainvilisilli marlddneilla (vuotta)
Please write your answer here:

[Only answer this question if you answered Lihialuedlls (Pohjoismaat, Baltia, Ven#j3)' or Euroopan laajuisesti’ o Maailmanlaapuisest to question K

1

* K48: K48. Kansainvilisiltd markkinoilta tulevan likevaihdon osuus
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Please choose *only one* of the following:
1= 10%
[110-30%
[151-90%
= 90%
[1En osaa sanoa

K49: K49. Vastaa kysymyksiin 49a-49h viimeisen julkistetun tiedon mukaisesti.

* K49a: K49a. Liikevaihto (EUR)
Please choose “only one™ of the following:
[1 Alle 350 000
1350 000 - 2 mily.

12 maly. - 10 mulj.
110 mily. - 50 mily.
150 milj. - 100 milj.
L1100 mily. - 250 mily.
1250 muly. - 500 mily.
L1500 mily. - 1000 mui;.
L1770 1000 malj.

[1En osaa sanoa

* K49b: K49b. Liikevoittoprosentti

Please choose *only one™ of the following:

[ Alle -50%

- (-25%)

(-15%)
[1-15% - (-8%)
[1-8% - (-3%)
[1-3%-0%
0% -3%
[13%-8%
[18%-15%
[115% - 25%
[125% - 50%
C1¥h 50%
[1En osaa sanoa

* K49¢: K49c¢. Sijoitetun piioman tuottoprosentti (Return on investment, ROT)
Please choose *only one” of the following:
[ Alle -25%

[1-25%-(-10%)
[1-10% - 0%
[10%-5%
[15%-10%
[110% - 15%
[115% - 20%
[120% - 25%
[125% - 30%
[130% - 40%
LWL 40%
1En osaa sanoa

* K49d: K49d. Kokonaispifioman tuottoprosentti (Return on Assets, ROA)
Please choose “only one™ of the following:
] Alle -25%

[]-25% - (-10%)
[1-10% - 0%
0% - 5%
[15%-10%
[110% - 15%
[115% - 20%
[120% - 25%
[7125% - 30% En osaa sanoa
[130% - 40%
1Y 40%

['1En osaa sanoa

* K49e: K49, Markkinointiin sijoitetun piiiioman tuottoprosentti (MROI, ROMI)
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Please choose *only one® of the following:
[ Alle -25%
[1-25% - (-10%)
[]-10% - 0%
[10% -5%
[15%-10%
[110% - 15%
[115% - 20%
[120% - 30%
[130% - 40%
171 40%

[1En osaa sanoa

* K49f: K49f, Markkinaosuus
Please choose *only one* of the following:
[ Alle 1%
[11%-3%
3% -5%
[15% -10%
[110% - 20%
[120% - 35%
[135% - 50%
LY 30 %
[/ En osaa sanoa

[Only answer this question if you answered Tulkinen osakevhtid' to question K41 7]
* K49g: K49g. M/B-suhdelulm (market-to-book)
Please choose *only one® of the following:
[1Alle 0,25
[10.25-05
[os-1
O1-2
f2-4
f4-8
[18-16
CIYh 16
[1En osaa sanca

[Only answer this question if you answered Tulkinen osakevhtid' to question K41 7]
* K49h: K49h. P/E-luku (price-per-earnings)
Please choose *only one® of the following:

[TAlle 5
[5-10
[10-125
f125-15
[15-175
175-20
[120-25
02530

CIYh 30

[1En osaa sanoa

* K50: K50. Pyydimme vield arvioimaan, miten ylksikkdsi menestys subteutun tirkeimpiin kilpailijoihin niihden?

Please choose the appropriate response for each item:

Huomatravasti Sunrempi Jonkin verran Eieroa

suurempi kuin kuin suurempi kum kilpailijoihin

Kilpailijoilla kilpailijoilla kilpailijoilla nibden
Liikevaihto ] O 0 0
Suhteellinen litkevoitto . . . .
edelliselts tilikaudelta H H o o
Sijoitetun padoman . . . .
fuottoprosentti (ROT) H H o o
Kokenaispaioman . . .
tuottoprosentti (ROA) B B = =
Markkinointiin
sijoifetun padoman ; .
fuottoprosentti (MROI H H H H
/ROMI)
Marlkinaosuus O O O O
M/B-ratio ] O O O
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plensmpt kunin

ktlpailijoills
O

O

O

Pienempi
kum
Kilpailgjoilla
O

[}
O
O

Huomartavasti En
plensmpi kuin 053!
Kilpailtjoills sang
O O
O [}
O [}
O O
O O
O O
O O



P/E-luku O O O O O ]

* K51: K51. Mikii on yksikkinne ylimmin johdon arvio liiketoiminnan timinhetkisesti menestyksellisyydesta?
Please choose *only one* of the following:
1 Erittain hyva
C1Hyva
[1Keskitasoa
[ Heikko
[ Erittain heilcko
[En osaa sanoa

Submit Your Survey.
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H2a

Difference between

Comparison means 95% confidence limits
2-0 0,02 -0,3 0,34
2-4 0,2 -0,07 0,46
2-3 0,2 -0,11 0,51
2-1 0,26 -0,14 0,67
2-5 0,27 0,02 0,2
2-6 0,44 0,19 0,69
0-2 -0,02 0,34 0,3
0-4 0,17 -0,06 0,41
0-3 0,18 -0,1 0,47
0-1 0,24 -0,15 0,63
0-5 0,25 0,02 0,47
0-6 0,42 0,2 0,64
4-2 -0,2 -0,46 0,07
4-0 -0,17 -0,41 0,06
4-3 0,01 -0,22 0,23
4-1 0,07 -0,28 0,41
4-5 0,07 -0,06 0,21
4-6 0,24 0,12 0,37
3-2 -0,2 -0,51 0,11
3-0 -0,18 -0,47 0,1
3-4 -0,01 -0,23 0,22
3-1 0,06 -0,32 0,44
3-5 0,07 -0,15 0,28
3-6 0,24 0,03 0,44
1-2 -0,26 -0,67 0,14
1-0 -0,24 -0,63 0,15
1-4 -0,07 -0,41 0,28
1-3 -0,06 -0,44 0,32
1-5 0,01 -0,33 0,35
1-6 0,18 -0,16 0,51
5-2 -0,27 -0,52 -0,02
5-0 -0,25 -0,47 -0,02
5-4 -0,07 -0,21 0,06
5-3 -0,07 -0,28 0,15
5-1 -0,01 -0,35 0,33
5-6 0,17 0,07 0,28
6-2 -0,44 0,69 -0,19
6-0 -0,42 -0,64 -0,2
6-4 -0,24 -0,37 -0,12
6-3 -0,24 0,44 -0,03
6-1 -0,18 -0,51 0,16
6-5 -0,17 -0,28 0,07
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H2b

Number of metrics in use (categorized)

Difference between

Comparison means 95% confidence limits
1-2 0,09 -0,05 0,22
1-3 0,33 0,2 0,46
1-4 0,55 0,41 0,69
2-1 -0,09 -0,22 0,05
2-3 0,24 0,14 0,35
2-4 0,47 0,35 0,58
3-1 -0,33 -0,46 -0,2
3-2 -0,24 -0,35 -0,14
3-4 0,22 0,11 0,34
4-1 -0,55 -0,69 -0,41
4-2 -0,47 -0,58 -0,35
4-3 -0,22 -0,34 -0,11

H5b

Number of categories in use in different competitive positions

Difference between

Comparison means 95% confidence limits
2-3 0,1 -0,11 0,31
2-4 0,61 0,38 0,83
2-1 1,05 0,5 1,6
3-2 -0,1 -0,31 0,11
3-4 0,51 0,28 0,72
3-1 0,95 0,41 15
4-2 -0,61 -0,83 -0,38
4-3 -0,51 0,73 -0,28
4-1 0,45 -0,1 1
1-2 -1,05 -1,6 -0,5
1-3 -0,95 -1,5 -0,41
1-4 -0,45 -1 0,1

H5b

Number of metrics in use in different competitive positions

Difference between

Comparison means 95% confidence limits
2-3 0,13 -0,01 0,26
2-4 0,46 0,31 0,6
2-1 0,7 0,35 1,05
3-2 -0,13 -0,26 0,01
34 0,33 0,19 0,47
3-1 0,57 0,22 0,92
4-2 -0,46 -0,6 -0,31
4-3 -0,33 -0,47 -0,19
4-1 0,24 -0,11 0,6
1-2 -0,7 -1,05 -0,35
1-3 -0,57 -0,92 -0,22
1-4 -0,24 -0,6 0,11
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H5c
Number of categories in use in different sectors

Difference between
Comparison means 95% confidence limits
2-1 0,05 -0,25 0,35
2-3 0,41 0,12 0,7 Hkk
1-2 -0,05 -0,35 0,25
1-3 0,35 0,16 0,56 il
3-2 -0,41 -0,7 -0,12 ok
3-1 -3,36 -0,56 -0,16 Hkk
H5c

Number of metrics in use in different sectors

Difference between
Comparison means 95% confidence limits
2-1 0,22 0,03 0,41 falall
2-3 0,37 0,18 0,55 ok
1-2 -0,22 -0,41 -0,03 ok
1-3 0,15 0,02 0,27 Fkk
3-2 -0,37 -0,55 -0,18 el
3-1 -0,15 -0,27 -0,02 el
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H3

Ranking of all metrics in use

% of
Metric Metric in use respondents
fl Sales 1045 90%
5 Profit/profitabiliy 1023 88%
f3 Gross margins 939 81%
a3 Perceived quality/esteem 900 78%
bl Total number f consumers 845 73%
a4 Relevance to customer 836 2%
di Market share 790 68%
al Awareness 779 67%
f4 Marketing spend 768 66%
b9 number of customer complaints 756 65%
b2 Number of new consumers 746 64%
b3 Loyalty/retention 730 63%
8 ROI 727 63%
c2 Customer satisfaction 727 63%
alo Knowledge 695 60%
a6 Image/personality/identity 673 58%
c3 Number of customer complaints 636 55%
e3 Margin on new products 625 54%
a8 Commitment/ purchase intent 624 54%
e2 Revenue on new products 620 54%
ds Relative consumer satisfaction 594 51%
a2 Salience 588 51%
a7’ (perceived) differentiation 579 50%
d2 Relative price 578 50%
f6 Shareholder value 577 50%
b7 Number of leads generated/inquiries 572 49%
dé Relative perceived quality 567 49%
ad relevance to customer 544 47%
a9 Other attitudes e.g. liking 509 44%
2 % discount 508 44%
b4 price sensitivity/elasticity 504 44%
d3 Loyalty (share) 480 41%
el Number of new products in period 473 41%
b8 Conversions (leads to sales) % 463 40%
d4 Penetration 453 39%
b6 Number of products per customer 437 38%
cl Distribution/availability 436 38%
b5 Purchasing on promotion 434 38%
7 EVA 399 34%
a7z Share of voice 292 25%
9 CLV 270 23%
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Ranking of all metrics thought of as essential

% of
Metric Metric essential respondents
f2 % discount 995 86%
6 Shareholder value 984 85%
f4 Marketing spend 906 78%
a4 Relevance to customer 843 73%
ad relevance to customer 785 68%
a2 Salience 729 63%
c3 Number of customer complaints 726 63%
d2 Relative price 722 62%
b4 price sensitivity/elasticity 717 62%
b2 Number of new consumers 694 60%
b3 Loyalty/retention 678 59%
cl Distribution/availability 663 57%
9 CLvV 624 54%
fl Sales 605 52%
dé Relative perceived quality 603 52%
a7 (perceived) differentiation 600 52%
d7 Share of voice 597 52%
di Market share 582 50%
e3 Margin on new products 577 50%
a8 Commitment/ purchase intent 566 49%
a9 Other attitudes e.g. liking 564 49%
b8 Conversions (leads to sales) % 561 48%
f7 EVA 556 48%
bl total number of consumers 553 48%
5 Profit/profitability 551 48%
b9 Number of customer complaints 522 45%
a3 Percieved quality/esteem 508 44%
a6 Image/personality/identity 496 43%
b5 Purchasing on promotion 493 43%
d4 Penetration 488 42%
d3 Loyalty (share) 470 41%
e2 Revenue on new products 456 39%
al Awareness 452 39%
3 Gross margins 447 39%
d5 Relative consumer satisfaction 442 38%
b7 Number of leads generated/inquiries 432 37%
b6 Number of products per customer 428 37%
c2 Customer satisfaction 422 36%
8 ROI 422 36%
alo Knowledge 377 33%
el Number of new products in period 334 29%
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Top 15

(Ambler

etal.

2004) % of all respondents
f5* Profit/Profitability 92%
f1* Sales, value and/or volume 91%
f3* Gross margin 81%
al* Awareness 78%
di* Market share 78%
el Number of new products 73%
d2 Relative price 70%
b9* Number of customer complaints 69%
ad* Consumer satisfaction 68%
cl Distribution/Availability 66%
b1* Total number of customers 66%
f4* Marketing spend 65%
a3* Perceived quality /esteem 64%
b3* Loyalty/retention 64%
d5 Relative perceived quality 63%

* also in the top 15 in Finnish firms

H5¢

Manufacturing Top 15

% of
Metric in use respondents
fl | Sales 92%
f5 | Profit/profitabiliy 91%
f3 | Gross margins 87%
a3 | Perceived quality/esteem 82%
a4 | Relevance to customer 74%
f8 | ROI 73%
b9 | number of customer complaints 73%
dl | Market share 73%
c2 | Customer satisfaction 72%
c3 | Number of customer complaints 70%
al | Awareness 65%
f4 | Marketing spend 65%
bl | Total number f consumers 64%
al0 | Knowledge 63%
e3 | Margin on new products 61%
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Sales Top 15

% of
Metric in use respondents
fl | Sales 94%
f3 | Gross margins 94%
f5 | Profit/profitabiliy 91%
dl | Market share 80%
f4 | Marketing spend 80%
a3 | Perceived quality/esteem 78%
bl | Total number f consumers 75%
al | Awareness 73%
a4 | Relevance to customer 73%
f8 | ROI 72%
c2 | Customer satisfaction 71%
a8 | Commitment/ purchase intent 69%
c3 | Number of customer complaints 68%
a6 | Image/personality/identity 67%
b3 | Loyalty/retention 67%
Services Top 15
% of
Metric in use respondents
fl | Sales 89%
f5 | Profit/profitabiliy 87%
bl | Total number f consumers 79%
a3 | Perceived quality/esteem 75%
f3 | Gross margins 75%
a4 | Relevance to customer 71%
b2 | Number of new consumers 71%
al | Awareness 68%
b3 | Loyalty/retention 66%
f4 | Marketing spend 65%
dl | Market share 63%
b9 | number of customer complaints 62%
al0 | Knowledge 58%
a6 | Image/personality/identity 58%
b7 | Number of leads generated/inquiries 57%
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H5¢c

Manufacturing Top 15

% of
Metric essential respondents
fl | Sales 89%
f5 | Profit/profitability 88%
f3 | Gross margins 85%
a3 | Perceived quality/esteem 75%
c2 | Customer satisfaction 72%
a4 | Relevance to customer 69%
dl | Market share 66%
b4 | price sensitivity/elasticity 62%
c3 | Number of customer complaints 62%
f8 | ROI 60%
al | Awareness 60%
e3 | Margin on new products 59%
d6 | Relative perceived quality 59%
b3 | Loyalty/retention 58%
e2 | Revenue on new products 56%
Sales Top 15
% of
Metric essential respondents
f3 | Gross margins 91%
f5 | Profit/profitability 91%
fl | Sales 89%
c2 | Customer satisfaction 73%
dl | Market share 70%
a3 | Perceived quality/esteem 68%
b3 | Loyalty/retention 68%
a4 | Relevance to customer 67%
al | Awareness 65%
f8 | ROI 65%
bl | total number of consumers 63%
f4 | Marketing spend 63%
cl | Distribution/availability 60%
b2 | Number of new consumers 59%
f2 | % discount 59%
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Services Top 15

% of
Metric essential respondents
fl | Sales 84%
f5 | Profit/profitability 82%
a3 | Perceived quality/esteem 73%
f3 | Gross margins 71%
a4 | Relevance to customer 68%
al | Awareness 65%
bl | total number of consumers 65%
b3 | Loyalty/retention 64%
b2 | Number of new consumers 63%
dl | Market share 58%
b9 | Number of customer complaints 55%
c2 | Customer satisfaction 55%
b7 | Number of leads generated/inquiries 53%
a6 | Image/personality/identity 53%
b8 | Conversions (leads to sales) % 51%
% of
H5 Metric in use respondents
Only firm in the market bl | total number of consumers 67%
b2 | Number of new consumers 64%
fl | Sales 64%
a4 | Relevance to customer 61%
a3 | Perceived quality/esteem 58%
€2 | Customer satisfaction 58%
f5 | Profit/profitability 58%
f3 | Gross margins 52%
f8 | ROI 52%
b9 | Number of customer complaints 48%
al | Awareness 45%
a6 | Image/personality/identity 45%
al0 | Knowledge 45%
b3 | Loyalty/retention 45%
a8 | Commitment/ purchase intent 42%
% of
Market leader Metric in use respondents
fl | Sales 93%
f5 | Profit/profitability 90%
f3 | Gross margins 85%
dl | Market share 82%
a3 | Perceived quality/esteem 81%
bl | total number of consumers T7%
a4 | Relevance to customer 76%
al | Awareness 73%
b9 | Number of customer complaints 71%
f4 | Marketing spend 70%
b3 | Loyalty/retention 68%
b2 | Number of new consumers 66%
f8 | ROI 66%
c2 | Customer satisfaction 66%
al | Awareness 65%
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Challenger

Follower

New developing markets

% of

Metric in use respondents
fl | Sales 92%
f5 | Profit/profitability 91%
f3 | Gross margins 83%
a3 | Perceived quality/esteem 80%
a4 | Relevance to customer 73%
bl | total number of consumers 72%
dl | Market share 71%
al | Awareness 69%
f4 | Marketing spend 68%
f8 | ROI 68%
b9 | Number of customer complaints 68%
b2 | Number of new consumers 67%
c2 | Customer satisfaction 67%
b3 | Loyalty/retention 65%
al0 | Knowledge 62%
% of
Metric in use respondents
fl | Sales 87%
f5 | Profit/profitability 86%
f3 | Gross margins T7%
a3 | Perceived quality/esteem 74%
bl | total number of consumers 70%
a4 | Relevance to customer 67%
f4 | Marketing spend 62%
al | Awareness 61%
b2 | Number of new consumers 60%
b3 | Loyalty/retention 57%
b9 | Number of customer complaints 57%
c2 | Customer satisfaction 55%
al0 | Knowledge 54%
f8 | ROI 54%
a6 | Image/personality/identity 54%
% of
Metric in use respondents
b6 | Number of products per customer 89%
d3 | Loyalty (share) 87%
cl | Distribution/availability 80%
a3 | Perceived quality/esteem 78%
b9 | Number of customer complaints T7%
f3 | Gross margins 75%
c2 | Customer satisfaction 69%
¢3 | Number of customer complaints 68%
el | Number of new products in period 64%
al0 | Knowledge 64%
b3 | Loyalty/retention 63%
fl | Sales 61%
a5 | relevance to customer 61%
a8 | Commitment/ purchase intent 60%
b4 | price sensitivity/elasticity 60%
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Stable growth markets

Mature markets

Declining markets

% of

Metric in use respondents
d3 | Loyalty (share) 90%
b6 | Number of products per customer 88%
cl | Distribution/availability 81%
f3 | Gross margins 78%
b9 | Number of customer complaints 73%
a3 | Perceived quality/esteem 71%
fl | Sales 68%
e3 | Margin on new products 68%
el | Number of new products in period 67%
c2 | Customer satisfaction 66%
al0 | Knowledge 64%
c3 | Number of customer complaints 64%
f9 | CLV 63%
a5 | relevance to customer 62%
b3 | Loyalty/retention 61%
% of
Metric in use respondents
d3 | Loyalty (share) 93%
b6 | Number of products per customer 89%
cl | Distribution/availability 82%
f3 | Gross margins 79%
a3 | Perceived quality/esteem 72%
b9 | Number of customer complaints 72%
e2 | Revenue on new products 2%
fl | Sales 68%
el | Number of new products in period 67%
¢3 | Number of customer complaints 66%
f9 | CLV 65%
a5 | relevance to customer 64%
c2 | Customer satisfaction 63%
al0 | Knowledge 61%
a4 | Relevance to customer 60%
% of
Metric in use respondents
d3 | Loyalty (share) 82%
b6 | Number of products per customer 82%
cl | Distribution/availability 79%
f3 | Gross margins 71%
e3 | Margin on new products 68%
fl | Sales 64%
¢3 | Number of customer complaints 64%
a3 | Perceived quality/esteem 61%
a4 | Relevance to customer 61%
al0 | Knowledge 61%
a5 | relevance to customer 61%
b3 | Loyalty/retention 57%
b9 | Number of customer complaints 57%
f6 | Shareholder value 57%
b4 | price sensitivity/elasticity 57%
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Only firm in the market

Market leader

Challenger

% of

Metric essential respondents
bl | total number of consumers 61%
fl | Sales 58%
f5 | Profit/profitability 58%
a4 | Relevance to customer 55%
a3 | Perceived quality/esteem 52%
b3 | Loyalty/retention 52%
c2 | Customer satisfaction 52%
c3 | Number of customer complaints 52%
f3 | Gross margins 52%
al | Awareness 48%
b2 | Number of new consumers 48%
a5 | relevance to customer 45%
a6 | Image/personality/identity 45%
b8 | Conversions (leads to sales) % 45%
al0 | Knowledge 42%
% of
Metric essential respondents
fl | Sales 89%
f5 | Profit/profitability 89%
f3 | Gross margins 80%
dl | Market share 76%
a3 | Perceived quality/esteem 75%
a4 | Relevance to customer 69%
bl | total number of consumers 65%
b3 | Loyalty/retention 62%
b9 | Number of customer complaints 62%
f8 | ROI 62%
al | Awareness 62%
c2 | Customer satisfaction 61%
b2 | Number of new consumers 60%
d5 | Relative consumer satisfaction 57%
d6 | Relative perceived quality 57%
% of
Metric essential respondents
fl | Sales 89%
f5 | Profit/profitability 87%
f3 | Gross margins 81%
a3 | Perceived quality/esteem 74%
a4 | Relevance to customer 71%
c2 | Customer satisfaction 66%
al | Awareness 66%
dl | Market share 64%
b3 | Loyalty/retention 63%
b2 | Number of new consumers 58%
b9 | Number of customer complaints 58%
bl | total number of consumers 58%
f8 | ROI 57%
d5 | Relative consumer satisfaction 56%
e3 | Margin on new products 55%
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Follower

New developing markets

Stable growth markets

% of

Metric essential respondents
fl | Sales 81%
f5 | Profit/profitability 81%
f3 | Gross margins 74%
a3 | Perceived quality/esteem 2%
a4 | Relevance to customer 64%
al | Awareness 63%
b3 | Loyalty/retention 62%
c2 | Customer satisfaction 61%
b2 | Number of new consumers 58%
bl | total number of consumers 58%
a7 | (perceived) differentiation 54%
b9 | Number of customer complaints 52%
a6 | Image/personality/identity 51%
a8 | Commitment/ purchase intent 50%
b7 | Number of leads generated/inquiries 47%
% of
Metric essential respondents
fl | Sales 84%
f5 | Profit/profitability 84%
f3 | Gross margins 7%
a3 | Perceived quality/esteem 73%
a4 | Relevance to customer 73%
al | Awareness 65%
b2 | Number of new consumers 63%
bl | total number of consumers 62%
e3 | Margin on new products 62%
c2 | Customer satisfaction 61%
b3 | Loyalty/retention 61%
e2 | Revenue on new products 60%
b9 | Number of customer complaints 57%
b7 | Number of leads generated/inquiries 55%
dl | Market share 55%
% of
Metric essential respondents
f5 | Profit/profitability 86%
fl | Sales 85%
f3 | Gross margins 78%
a3 | Perceived quality/esteem 74%
a4 | Relevance to customer 69%
al | Awareness 64%
b3 | Loyalty/retention 64%
dl | Market share 63%
c2 | Customer satisfaction 61%
b2 | Number of new consumers 60%
bl | total number of consumers 59%
b9 | Number of customer complaints 59%
f8 | ROI 55%
a6 | Image/personality/identity 55%
e3 | Margin on new products 54%
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Mature markets

Declining markets

% of

Metric essential respondents
fl | Sales 88%
f5 | Profit/profitability 85%
f3 | Gross margins 80%
a3 | Percieved quality/esteem 71%
c2 | Customer satisfaction 65%
a4 | Relevance to customer 65%
dl | Market share 64%
al | Awareness 61%
bl | total number of consumers 61%
b3 | Loyalty/retention 60%
b2 | Number of new consumers 57%
b9 | Number of customer complaints 55%
f8 | ROI 54%
¢3 | Number of customer complaints 53%
d5 | Relative consumer satisfaction 50%
% of
Metric essential respondents
fl | Sales 75%
f5 | Profit/profitability 75%
a4 | Relevance to customer 68%
f3 | Gross margins 68%
a3 | Perceived quality/esteem 64%
c2 | Customer satisfaction 64%
dl | Market share 64%
b9 | Number of customer complaints 61%
d5 | Relative consumer satisfaction 61%
b3 | Loyalty/retention 57%
¢3 | Number of customer complaints 57%
al0 | Knowledge 54%
bl | total number of consumers 54%
al | Awareness 50%
a8 | Commitment/ purchase intent 50%
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H6

Metrics ranked by best perception of measurement in a given category
Smallest mean in given category highlighted

Metric
7
2
6
8
9
f4
3
5
fl
d7
d4
dé
d3
d5
d2
ar
d1l
a9
ab
a2
a8
a6
al
cl

alo
a4
b4
a3
b6
b5
c3
b8
c2
b3
b2
el
e3
b7
b9
bl
e2

EVA
% discount
Shareholder value
ROI
CLV
Marketing spend
Gross margins
Profit/profitabiliy
Sales
Share of voice
Penetration
Relative percieved quality
Loyalty (share)
Relative consumer satisfaction
Relative price
(perceived) differentiation
Market share
Other attitudes e.g. liking
relevance to customer
Salience
Commitment/ purchase intent
Image/personality/identity
Awareness
Distribution/availability
Knowledge
Relevance to customer
price sensitivity/elasticity
Perceived quality/esteem
Number of products per customer
Purchasing on promotion
Number of customer complaints
Conversions (leads to sales) %
Customer satisfaction
Loyalty/retention
Number of new consumers
Number of new products in period
Margin on new products
Number of leads generated/inquiries
Number of customer complaints
total number of consumers
Revenue on new products

Metric not in use
Mean

2,39
2,41
2,42
2,50
2,33
2,51
2,60
2,66
2,75
2,92
3,00
3,09
3,00
3,11
3,08
2,86
3,19
3,39
3,39
341
3,46
3,48
3,64
3,41
3,47
3,67
3,45
3,70
3,38
3,37
3,50
3,38
3,59
3,63
3,63
3,56
3,69
3,38
3,53
3,68
3,65

SD
1,25
1,25
1,25
1,29
1,23
1,31
1,27
1,28
1,31
1,26
1,30
1,31
1,29
131
1,32
0,75
1,36
1,42
1,44
1,42
1,48
1,45
1,49
1,25
1,47
1,53
1,33
1,62
1,31
1,30
1,31
131
1,39
1,33
1,34
1,35
1,37
1,33
1,37
1,36
1,36

Metric in use
Mean
2,13
2,16
2,17
2,19
2,20
2,20
2,23
2,26
2,26
2,32
2,40
2,43
2,44
2,44
2,46
2,52
2,57
2,64
2,69
2,72
2,73
2,77
2,79
2,80
2,80
2,84
2,88
2,89
2,89
2,90
2,92
2,92
2,95
2,95
2,97
2,98
3,01
3,01
3,03
3,03
3,04

SD
1,11
1,14
1,16
1,15
1,14
1,15
1,19
1,20
1,20
0,95
0,97
1,01
1,02
1,02
1,01
0,69
1,09
1,06
1,08
1,14
1,08
1,15
1,10
1,12
1,15
1,17
1,09
1,18
1,12
1,13
1,13
1,46
1,12
1,16
1,16
1,39
1,27
1,17
1,17
1,19
1,30

Sig.
0,0006
0,0005
0,0005
0,0001
0,1019
0,0001
0,0001
0,0004
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
0,0001
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