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MEASURING MARKETING PERFORMANCE FROM A SHAREHOLDER
PERSPECTIVE – The Use of Marketing Metrics in Finnish Companies

This study explores the marketing performance measurement practices in Finnish
companies from a shareholder value perspective. First, a theoretical framework of
marketing performance is constructed based on previous research and literature.
Second, empirical evidence is introduced to investigate the current measurement
practices in Finnish companies. The correspondences between the findings and the
theoretical framework form a basis for evaluating the measurement practices in terms
of capturing marketing’s contribution to shareholder value.

The data used in this study were collected by a web-based questionnaire, targeted to
the upper management in Finnish companies. The questionnaire was sent to 15 941
decision makers, of which 1 157 completed the survey. Two multivariate data
analysis techniques were used to address the research questions on the basis of the
data. First, factor analysis was conducted in order to identify the underlying
dimensions present in the current marketing performance measurement systems.
Second, different profiles of marketing performance measurement were identified by
clustering respondents and characterized in comparison with contextual factors.

The findings of the study identify nine dimensions of marketing performance
underlying the measurement systems in Finnish companies. These dimensions were
found to be emphasised differently in five types of systems for marketing
performance measurement. The theoretical framework provided no apparent
explanations for the different choices of metrics – instead, the differences appeared to
stem from the business context. Thus, the study indicates that a particular corporate
context influences the application of the theoretical framework in practice.

The  study  provides  an  overall  view  of  the  marketing  performance  measurement  in
Finland, serving as a ground for further investigations concerning particular sectors or
industries, extended qualitative studies on the evolution of performance and
international comparisons.

KEYWORDS: Strategic marketing, marketing performance, marketing performance
measurement, marketing metrics, shareholder value, multivariate analysis
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MARKKINOINNIN TULOKSELLISUUDEN MITTAAMINEN
OSAKKEENOMISTAJANÄKÖKULMASTA
– Markkinoinnin mittareiden käyttö suomalaisyrityksissä

Tutkimus tarkastelee markkinoinnin mittauskäytäntöjä suomalaisyrityksissä
osakkeenomistajanäkökulmasta. Kirjallisuuskatsaus muodostaa teoreettisen
viitekehyksen markkinoinnin tuloksellisuuden osa-alueista aiempaan tutkimukseen ja
kirjallisuuteen perustuen.  Empiirinen osio puolestaan käsittelee käytännön
mittausjärjestelmiä suomalaisyrityksissä. Yhteneväisyydet viitekehyksen ja
empiiristen havaintojen välillä muodostavat pohjan käytännön mittauskäytäntöjen
arvioinnille osakkeenomistaja-arvon muodostumisen näkökulmasta.

Tutkimuksessa käytetty aineisto kerättiin suomalaisyritysten ylimmälle johdolle
suunnatun sähköisen kyselylomakkeen avulla. Kyselylomake lähetettiin 15 941
päättäjälle, joista 1 157 täytti kyselyn. Tutkimuskysymyksiä lähestyttiin kahden
monimuuttujamenetelmän avulla. Aluksi markkinoinnin mittausjärjestelmien taustalla
vaikuttavat keskeisimmät markkinoinnin tuloksellisuuden ulottuvuudet pyrittiin
tunnistamaan faktorianalyysin avulla. Ulottuvuuksien painotusten perusteella
vastaajat ryhmiteltiin klusterianalyysin kautta toisistaan eroaviin mittausprofiileihin,
jotka edelleen kuvailtiin vertaamalla ryhmiä toisiinsa taustamuuttujien perusteella.

Tutkimuksen tuloksena tunnistettiin yhdeksän mittausjärjestelmien taustalla
vaikuttavaa markkinoinnin tuloksellisuuden ulottuvuutta, joiden erilaiset painotukset
muodostavat viisi erityyppistä mittausprofiilia. Teoreettisen viitekehyksen tarjoamien
mahdollisten selitysten sijaan järjestelmien eroavaisuudet näyttivät perustuvan
ennemmin liiketoimintaympäristöön ja muihin taustatekijöihin. Tutkimuksen
perusteella taustatekijät näyttävät siis vaikuttavan viitekehyksen käytännön
sovelluksiin. Tutkimus tarjoaa yleisluontoisen katsauksen markkinoinnin
tuloksellisuuden mittaamiseen Suomessa, muodostaen pohjan tiettyihin sektoreihin
tai toimialoihin keskittyville jatkotutkimuksille, laajemmille kvalitatiivisille
tutkimuksille tuloksellisuuden muodostumisesta sekä kansainvälisille vertailuille.

AVAINSANAT: Strateginen markkinointi, markkinoinnin tuloksellisuus,
markkinoinnin tuloksellisuuden mittaaminen, markkinoinnin mittarit,
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1 Introduction
As the main focus of this study, the topic of measuring marketing performance is first

introduced. This chapter begins by describing the background and context of the

study, leading to definition of research problems and objectives. The scope and

methodology of the study are then discussed. Eventually, the outline and structure of

the report are presented.

1.1 Background

Measuring marketing performance has been a central concern in marketing for

decades (c.f. Clark 1999; Morgan et al. 2002). For the past ten years, marketing

performance measurement has consistently been listed among the Marketing Science

Institute’s top priority topics (MSI 1998, 2000, 2002, 2004, 2006, see O’Sullivan and

Abela 2007). On the other hand, a need for understanding the impact of marketing

activities on firm performance and shareholder value comprehensively has recently

been recognized by several researchers (e.g. Doyle 2000; Lukas et al. 2005;

Srivastava et al. 1998). In particular, the authors accentuate the need for measuring

marketing’s contribution to the overall firm performance as evaluated by the financial

markets. Lately, the role and objectives of marketing and hence the appropriate

metrics for marketing performance measurement have been a widely discussed and

argued subject among marketing academics and professionals (see e.g. Lenskold

2007; Ambler 2006). In a high-tech industry study by O’Sullivan and Abela (2007),

the ability to measure marketing performance proved to have a significant, positive

impact on firm performance, profitability, stock returns and marketing’s stature

within the firm. This supports the calls for a comprehensive measurement system for

assessing marketing performance and marketing’s impact on firm value.
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Previous literature on marketing performance and its attempts to capture the effect of

marketing activities have been criticized for having limited diagnostic power (Day

and Wensley 1988), focus on the short term (Dekimpe and Hanssens 1999), excessive

number of different measures leading to difficulty of comparison (Ambler and

Kokkinaki 1997; Clark 1999), and the lack of attention to shareholder value creation

(Doyle 2000; Ambler et al. 2002a, 2004). The difficulty of assessing the value of

marketing activities has led to limiting the investments in marketing activities, which

can restrict the ability of the firm to create shareholder value (Srivastava et al. 1998).

Marketers  lack  the  means  to  systematically  link  the  cash  flows  emanating  from

marketing expenditures to firm value, which calls for a greater integration of the

disciplines of marketing and finance and greater accountability for marketing (Day

and Fahey 1988; Rao and Bharadwaj 2008, Stewart 2006). Although connecting

customer associations directly to stock price may be a “bridge too far”, an attempt to

lay out a value chain to estimate the links seems to be critical (Lehmann 2004).

Indeed, studies by e.g. Mizik and Jacobson (2003) and Rust et al. (2004a) suggest that

it is possible to show a chain of linkages from marketing strategy and activities to

financial and stock performance.

1.2 Research Problem and Objectives

Based on previous research and literature, the topic of measuring marketing

performance is first approached by building a framework to link effects of marketing

strategy and activities on business performance and shareholder value. Based on the

theoretical framework, dimensions of measurement needed for assessing the overall

effect of marketing are then identified. The empirical part of the thesis explores the

underlying dimensions of and factors affecting the marketing performance

measurement practices in Finnish companies. The primary contribution of this thesis

to the current knowledge on the topic stems from exploring the current marketing
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performance metrics and measuring practices in Finnish companies and evaluating

their fit to the overall business goal of maximizing shareholder value.

To these ends, the study calls on the following main research question:

How do marketing performance measurement practices in Finnish companies

capture marketing’s contribution to business performance and shareholder value?

The main research problem is divided into six sub-questions addressed in following

chapters:

How can marketing performance be assessed and measured? (Chapter 2)

How does marketing contribute to the overall business performance and

shareholder value? (Chapter 2)

What dimensions of marketing performance can be identified as underlying

the current measurement systems in Finnish companies? (Chapters 3 and 4)

How do the performance measurement systems in different companies differ

in regard to these dimensions? What kind of measurement profiles can be

identified? (Chapters 3 and 4)

What characterizes the firms with different measurement profiles? (Chapter 4)

How does the marketing performance measurement practice in Finland fit the

concept of shareholder value as the ultimate goal of marketing? (Chapter 5)

From the managerial perspective, the main objective of this thesis is to provide (1) a

framework capturing the linkages between marketing activities and shareholder value

to be considered in strategy formulation and decision making, and (2) guidelines for

compiling a comprehensive set of metrics for measuring the effect of marketing

strategies and activities on overall business performance.
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1.3 Methodology and Scope

The empirical part of the study is based on data collected in a national survey

conducted as a part of the StratMark research project during winter 2007-2008. An

online questionnaire was sent to nearly 16 000 Finnish decision makers, of which

1 157 filled out the questionnaire, representing an individual level response rate of

7.25%. The unit of analysis in the study is a SME or a business unit within a larger

company. The data collected in the questionnaire covers broadly the current state of

marketing in Finnish companies, with topics ranging from the role of marketing and

marketing investments to marketing performance and productivity, the core business

processes and management. As the main topic of interest, this study concentrates on

the use of metrics in assessing marketing performance.

In order to address the research questions stated above, two exploratory multivariate

techniques are used to analyze the data. First, factor analysis is conducted in order to

identify the underlying dimensions of marketing performance in the measurement

systems of Finnish companies; to divide the overall marketing performance in to

measurable subcategories according to current measurement practices and to define

the metrics included in each subcategory. Second, cluster analysis is conducted in

order to categorize the firms and to discover the different profiles of marketing

performance measurement. The clusters are then characterized in terms of contextual

factors affecting the focus of emphasis on different dimensions of marketing

performance. Finally, the findings of the study are discussed in the light of the

theoretical framework in order to evaluate the overall fit of the empirical findings

with the framework.

The study concentrates on the strategic perspective of marketing, viewing marketing

performance in terms of its contribution to overall business performance and
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shareholder value. The purpose is to draw overall guidelines for assessing marketing

performance from the shareholder perspective. Marketing performance can be viewed

from two distinct but related perspectives – normative and contextual. A normative

system provides a universal and relatively static conceptual framework representing

how the marketing performance process operates from a systems perspective of

organizational effectiveness (Lewin and Minton 1986). Contextual systems are

embedded in the organizational context of specific firms, representing applications of

a normative system in a particular corporate context. Contextual systems are dynamic

and more congruent with goal-oriented perspectives on organizational effectiveness

(Ibid.). In this study, a shareholder value perspective is adapted in order to construct a

normative framework of marketing performance. The empirical study explores the

current measurement practices and compares different measurement profiles against

contextual factors, in order to achieve a comprehensive understanding of factors

underlying the development of measurement systems. Thus, both normative and

contextual approaches are covered in the study. (cf. Blenkinsop and Burns 1992;

Morgan et al. 2002)

Although the model of marketing performance presented in the theoretical framework

is considered universal, the empirical study and findings are limited to the Finnish

context.

1.4 Key Concepts

Next, the key concepts; marketing, performance and shareholder value are defined

briefly. The conceptual framework and further definitions are developed in the

chapters to follow.
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Marketing. A basic dichotomy in marketing research and practice is the distinction

between marketing as an organizational function and marketing as a process for the

firm as a whole. This specifies the organizational levels at which marketing activities

occur, varying from thinking of marketing across the entire corporation to particular

marketing sub functions (Clark 2001).  The definitions of marketing by the American

Marketing Association, revisited every five years in a disciplined effort to reflect on

the state of the marketing field, reflect the development of overall perceptions of

marketing and are often referred to in marketing research. The definition of marketing

by AMA has developed from the original definition of marketing as “the performance

of business activities that direct the flow of goods and services from producers to

consumers”  in  1935,  to  “the process of planning and executing the conception,

pricing, promotion, and distribution of ideas, goods and services to create exchanges

that satisfy individual and organizational objectives” in 1985, to “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” in 2004, and to the most recent definition of 2007

stated as follows: “Marketing is the activity, set of institutions, and processes for

creating, communicating, delivering, and exchanging offerings that have value for

customers, clients, partners, and society at large” (AMA 2008).

Clearly, the definitions by AMA reflect a continuously broadening view of marketing

with the most recent one incorporating the whole value creating process under the

concept of marketing. Still, in spite of applying a broad perspective of external

stakeholders’ interests, the most recent definition appears to lose sight of shareholder

value as the fundamental business objective. Clark (2001) utilizes an even broader

definition of marketing as a process by which a firm manages the link between all its

activities and its stakeholders. Also Ambler (2003, p. 21) views marketing as the
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means whereby a firm achieves its key objectives. For most businesses, customers are

the fundamental source of cash flow and thus the provider of the resource which all

other stakeholders, including shareholders, depend on (Ambler et al. 2002a).

Therefore, following the definition of marketing as “what the whole company does to

achieve customer preference and, thereby, its own goals” by Webster (1992), this

study places particular focus on customers as the target stakeholder group for

marketing, yet emphasizing shareholder value as the ultimate goal of a business.

Performance. Ford and Schellenberg (1982) identify three conceptual approaches to

the definition of organizational performance: (1) the goal approach, assuming that

organizations pursue ultimate and identifiable goals and defining performance as goal

attainment, (2) the systems resource approach, which stresses the relationship

between the organization and its environment defining performance in terms of the

organization’s ability to secure scarce and valued resources, and (3) the process

approach, defining performance in terms of the behavior of organization participants.

Here, the concept of performance is covered by integrating all three approaches

focusing on business goals, resources and processes.

From the goal oriented perspective, Ambler and Kokkinaki (1997) define “success”

by the proximity of achievement of goals, whether consciously pursued or not and

whether set by them selves or others. The authors use a metaphor of a marathon

runner in order to demonstrate the objectivity of performance: outsiders may judge

the runner against other runners, but the runner himself might use other criteria, e.g.

time against previous marathon, one particular runner, or some other goal. This

implies that any measure of performance should incorporate the objectives of the

decision maker (Ambler and Kokkinaki 1997; Clark 2000). Also Walker and Ruekert

(1987) point out that the performance of a business unit is a question of definition,
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varying (1) across different stakeholder groups, such as investors, employees or

customers and (2) with whether taking a long term or short term view of the

performance outcomes. Although customer perspective is seen as strongly

moderating the ultimate outcomes of marketing, the present study concentrates on the

shareholder view of performance in terms of both overall business and marketing.

The shareholder perspective presumes taking into account both short and long term

perspectives. As discussed more in detail in the following chapters, shareholder value

as the ultimate outcome of business performance is here seen as fundamentally

resulting from acquiring and exploiting superior resources. Thus, performance is

defined as the attainment of business goals by efficient processes of acquiring and

exploiting superior resources.

Shareholder value. In a free market system, business success is generally evaluated in

monetary terms (Lehmann, 2004). According to the definition by Srivastava et al.

(1999), shareholder value is created by a business process and is based on the net

present value of future projected cash flows during the period. The shareholder

returns usually consist of two elements, the cash dividends and capital gains or losses

on the shares (e.g. Rappaport 1986, p. 1). The concept of shareholder value is further

discussed in the following chapter outlining the reasoning for shareholder value as the

ultimate goal of a business.

1.5 Structure

Chapter 2 outlines a “chain of marketing productivity”, representing a framework of

marketing’s contribution to shareholder value and the different dimensions

moderating this ultimate outcome. First, practices of marketing performance

measurement presented in previous academic discussions are briefly explored.

Second, the concept and process of business performance from a shareholder value
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perspective is presented. Finally, marketing’s contribution to the overall business

performance is discussed, leading to a definition of marketing performance from a

shareholder perspective. The theoretical dimensions for measuring the overall

marketing performance from shareholder perspective are thus identified. Based on

previous research and literature, the interrelationships between these different

dimensions are discussed briefly.

Chapter 3 presents the empirical study conducted in order to explore the current

marketing performance measurement practices in Finnish companies.  The process of

collecting data, the contents of the online survey questionnaire used and the resulting

database are described here in more detail. The statistical analysis methods used in

conducting the study are then presented, followed by a discussion of validity and

reliability.

Chapter 4 presents the empirical findings of the study, regarding both the dimensions

of marketing performance underlying current measurement practices and the different

profiles of companies in terms of performance measurement. The results are further

analyzed and interpreted on the basis of theory discussed in chapter 2.

In Chapter 5, the empirical findings and their fit with the theoretical framework is

discussed. Finally, the findings of the study are summarized, drawing implications for

both managers and future research.
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2 Literature Review
This chapter outlines the theoretical background of the study. The chapter begins with

a discussion of the history of marketing performance measurement and previous

attempts to capture the overall business effect of marketing. In order to define the

purpose of marketing, the concept of performance is first briefly discussed from an

overall business perspective. The chapter ends with reflection on marketing

performance and its contribution to the achievement of overall business goals, thus

forming a framework of marketing performance from an overall business perspective.

2.1 Measuring Marketing Performance

One of the earliest attempts to assess the health of marketing activities was a

marketing audit concept developed in 1950s (Schuhman 1959, see Clark 1999, 2001).

In general, early work in firm-level measurement of marketing performance focused

on single financial outcome measures, such as profit, sales and cash flow (see e.g.

Clark 1999; Day and Fahey 1988). In 1970s, the common practice of using only one

or a handful of financial or volume measures altered along with the marketing audit

concept towards a multidimensional view of marketing performance (Clark 1999).

Over the course of the 1980s, the evolution of research shifted the focus towards non-

financial metrics, such as market share, customer satisfaction and loyalty, and brand

equity as mediating factors between marketing inputs and financial outputs (see Clark

1999; Ambler et al. 2002a). As a supplement to traditional financial measures, these

measures were thought to indicate more strongly the long-term prospects of the

organization. In 1990s, the strongest measurement trend shifted the focus of

measurement from the success of products to measuring the strength of customer

relationships (Clark 2001). Later systematic evaluation of the quality of marketing

inputs was therefore grounded on a concept of market orientation (e.g. Kohli and
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Jaworski 1990; Narver and Slater 1990), measuring activities that develop and use

intelligence about the market. Hence, from the early attempts to capture marketing

performance by single financial output measures, models for measuring marketing

performance have expanded to multidimensional systems including non-financial

measures and input measures (Clark 1999).

In practice, financial measures are still the most common means of measuring the

value of marketing (Ambler et al. 2004). A survey research conducted by Ambler et

al (2002a) found these measures to be more frequently collected than any other

category. The top management was also found to view financial measures as

significantly more important than other categories of measurement. Still, financial

measures are essentially static and backward looking with no perceptions of future,

thus ignoring the long term value perspective (Clark 2001; Chakravarthy 1986;

Ambler et al. 2002a, 2004; Srivastava et al. 1998). In contrast to the retrospective

accounting measures, a firm’s market value as a forward looking measure relies on

growth prospects and sustainability of profits (Rust et al. 2004a). While the long-term

cash flow approach to measurement of marketing performance does eliminate the

static objection, direct estimates of this kind are difficult to make (Clark 2001).

Estimating future cash flows and shareholder value requires forecasting sales growth,

operating margins, investment requirements and cost of capital, which all depend on

judgments about the evolution of the market, the firm’s ability to sustain its

competitive advantage and the risks. Different judgments can lead to significant

differences in estimates of the shareholder value. (Lukas et al. 2005) Accounting

measures such as earnings or profits, earnings per share, price-to-earnings ratios,

return on investment and return on equity are sometimes used as proxy measures of

shareholder value. Still, as distorted by accounting laws and conventions, accounting

measures are arbitrary and easily manipulated by management; they exclude
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investments, deduct depreciation, ignore the time value of money and easily produce

a short-term managerial focus. Earnings as a value based measure are therefore

generally considered a poor estimate of performance compared to changes in

shareholder value. (Srivastava et al. 1998; Lukas et al. 2005)

Monitoring a firm’s strategy requires measures that can also capture its potential for

performance in the future (Chakravarthy 1986; Ambler et al. 2002a). Clearly,

marketing performance needs to be evaluated over long as well as short intervals

(Ambler and Kokkinaki 1997). Because of the weaknesses of performance measures

based on annual accounting measures and the subjectivity inherent in estimating

direct changes in value, indirect measures have to be employed to decide whether

current accomplishments are creating long-term value (Doyle 2000, p.149-150). Non-

financial measures of marketing drive the financial performance measures in both the

short and the long run (Rust et al. 2004a). As a solution to the difficulty of relating

marketing activities to long-term effects, Ambler et al (2002a) introduce an

intermediary concept of marketing assets, consisting of e.g. brand and customer

equity. In terms of non-financial measures, much of marketing has focused its

attention to customer value and product-market performance (Lehmann 2004).

Marketers have historically investigated how marketing activities affect a consumer’s

cognition, attitude and behavior. Still, as long as the firm’s fiduciary duty is to its

shareholders, linking marketing actions to customer perceived metrics stops short of

establishing accountability. (Rao and Bharadwaj 2008) The link to financial

outcomes and stock price is rarely considered (Lehmann 2004).

There are no absolute measures of marketing success (Ambler and Kokkinaki 1997).

Instead of overreliance on a single measure or “measure du jour”, aggregate-level

models that link tactics to financial impact, assessing all the levels of marketing
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performance: marketing actions, customer reaction, product-market impact, financial

outcomes and firm value, are needed (Lehmann 2004; Rust et al. 2004a). The

intermediate outcome measures concerning brand and customer equity form the basis

for measuring marketing assets that can be further leveraged in terms of financial

performance (Clark 1999). The study by Ittner and Larcker (1998) found the direct

relationship between customer satisfaction and future financial performance to be

generally positive and statistically significant. Thus, measures of the effect of

marketing actions on customer reaction and product-market impact should be used

along with financial outcomes to underscore profit relevance, and along with

measures of the value of marketing assets to include the long-term value perspective.

Clark (2001) suggests a set of measures assessing sales and profitability analysis,

health of marketing assets such as brand, company reputation and customer base, and

quality of marketing activities that lead to these outcomes. In order to indicate the

progress the firm is seeking, Ambler (2003, p.18) underscores the importance of the

alignment of all metrics with strategy, up and down the hierarchy and across

functions. Modeling marketing performance based on the metrics collected serves as

a basis for assessing performance relative to strategy (Clark 2001).

According to Clark (2001), the critical issues concerning marketing performance

measurement can be divided in two: (1) what to measure and (2) the benchmarks

against which to compare these measures. In terms of benchmarks, marketing

performance should be evaluated against two types of criteria: internal benchmarks

that reveal the extent to which internal expectations are met and external benchmarks

that provide a more neutral perspective taking also environmental and market factors

into account (Ambler and Kokkinaki 1997). Performance assessment must also be

adjusted for the effects brought forward from past and carried forward for future

periods (Assmus et al. 1984, see Ambler et al. 2002a). Thus, for the valid assessment
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of performance, marketing performance should be compared to both internal and

external performance benchmarks, adjusted by changes in the marketing assets

(Ambler 2003, p. 26; Ambler et al. 2002a). A comprehensive picture of marketing

performance is best achieved by combining both financial and non-financial measures

used in the context of organizational strategy and customer and competitor

benchmarks (Clark 2001).

A multidimensional model is likely to give a more accurate portrayal of marketing

performance in that it will capture more facets of performance than any single

dimension can. Still, figuring out the right measures to assess might be a difficult

task. The study by Ambler et al. (2002a) found that collecting a large number of

measures is not always a good thing, as it can complicate assessment and mislead

managers, especially when the measures are not integrated into a meaningful system.

This suggests a need for developing a set of measures small enough to be measurable

but large enough to be comprehensive. In marketing research, multivariate data

analysis techniques have been adopted to identify the best measures of performance

and to reduce the measures to more manageable sets (e.g. Bhargava et al. 1994;

Barwise and Farley 2004). Ultimately, the key to developing a comprehensive but

usable set of measures is to understand the interrelationships among the various

measures (Clark 1999). Srivastava and Reibstein (2004) underscore the need to

understand the “flow” of marketing throughout the system and its impact on the

business as a whole.

Marketing performance measurement is a business process providing performance

feedback to the organization regarding the results of marketing efforts (Clark et al.

2006), thus providing data inputs for planning and decision making as well as aiding

“generative learning” (Slater and Narver 1995; Morgan et al. 2002). An experiment
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conducted by Van Bruggen et al. (1998) shows that in a simulated environment, a

marketing decision support system increases profit by helping decision makers

identify important variables and make better decisions using those variables. In the

field of performance measurement, the bibliometric study by Neely (2005) evidences

the ongoing dominance of the “balanced scorecard”, introduced by Kaplan and

Norton in 1992. The balanced scorecard aims to strike a balance between financial

and non-financial measures and to recognize the diversity of all stakeholder’s

interests, yet unfortunately lacking the market perspective (Ambler 2003, p. 25).

Similarly to the balanced scorecard, marketing scholars should present management

with a handful of measures that are simple enough to be usable but comprehensive

enough to give an accurate assessment of performance. Marketing dashboards, as

refined sets of marketing metrics giving a strategic overview of performance, are

seeing increasing practitioner use in marketing performance measurement. Marketing

dashboards can be seen as variations on the balanced scorecard, tapping also the key

performance indicator approach (Day 1994) to performance measurement (Clark et

al. 2006). Marketing dashboards link key metrics and the underlying drivers and

processes, thus conveying critical information for managers to make decisions and

objective feedback to improve the drivers and processes. Properly created dashboards

provide the mechanism to drive effective management and resource allocation

decisions. (Wind 2005)

Clark and Ambler (2001) define marketing performance measurement as the

assessment of the relationship between marketing activities and business performance

as a whole (see O’Sullivan and Abela 2007). This accentuates the importance of well-

defined objectives, linking performance measurement standards with strategy

objectives and content and correct appraisal of performance, and stresses the role of

performance assessment as an organizational control system (Morgan et al. 2002;
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Ambler and Kokkinaki 1997). In addition to their information content, Ambler et al.

(2002a, 2004) emphasize the importance of marketing metrics for their portrayal of

what top management considers important. The authors assume that performance, in

some sense, influences the selection of metrics – “what you measure is what you get”.

The study conducted by O’Sullivan and Abela (2007) shows that the ability to

measure marketing performance across the range of different kinds of marketing

activities positively influences both firm performance and the CEO satisfaction with

marketing. The latter is also affected by the ability to provide a comprehensive set of

metrics. Unexpectedly, the hypothesized impact of the use of dashboards as a

moderator was eliminated in the study – the use of dashboards showed no significant

effect. This stresses again the importance of the criteria for choosing metrics –

dashboards per se do not effect perceptions of or actual performance, but choosing

the right metrics to include in the dashboard does.

In order to investigate the reasoning underlying the selection of particular metrics,

Ambler et al. (2004) conducted an empirical study on the choice of metrics in the UK.

According to the study, control, orientation and institutional theory perspectives

appeared to influence reasons why top management seek to quantify marketing

performance and the resulting metrics selection. According to control theory,

marketers are task oriented in the sense that their activities are determined by their

objectives (Ambler and Kokkinaki 1997), strong control orientation thus lead to

reviewing those metrics projected in the marketing plan (Ambler et al. 2002). From

an institutional perspective, the marketing metrics selection tends to reflect the

intended subjective performance (Ambler et al. 2002a, 2004). Performance is both

particular, against specific objectives, and subjective in the sense of subjectively

selected goals and benchmarks (Ambler and Kokkinaki 1997). This underlines the

importance of choosing performance criteria and metrics according to the relevant
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marketing performance objectives. Orientation theory explains the extent to which

top management is interested in assessing marketing or market performance by the

extent to which they are market oriented, suggesting that the choice of metrics will be

influenced by the way top management perceives its business. Selected metrics are

thus seen as reflecting strategy (Ambler et al. 2002a, 2004).

2.2 Modeling Business Performance

The neoclassical model of perfect competition forms a useful background for

understanding explanations of performance differentials between firms as deviations

from the assumptions of the perfectly competitive markets (Stoelhorst and van Raaij

2004).  According to this basic economic proposition, performance differentials can

be explained by two sets of factors: 1) external factors – the attractiveness of the

market in which the firm operates and the competitive environment and 2) internal

factors  –  the specific  resources  or  capabilities  that  enable  the business  to  develop a

competitive advantage in the form of lower costs or a superior offer. Usually both sets

of factors play a role, although the impact of competitive advantage is generally

considered determinant. (Doyle 2000, pp. 156-157)

The following sections discuss business performance in terms of mainly internal

factors from two different perspectives, a financial theory perspective, here

representing the goal approach, and a managerial theory perspective, discussing the

resource and process approaches to organizational performance (Ford and

Schellenberg 1982). External factors are taken into account in the following chapters

considering marketing performance.
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2.2.1  Defining Business Performance – A Financial Theory

Perspective

During the past decades, a shareholder value approach to business performance has

been virtually unanimously accepted by managers (Doyle 2000). The approach begins

with a basic assumption derived from the contemporary financial theory viewing

increasing profits for shareholders as the ultimate goal of a business. This asserts that

business strategies should be judged by the economic returns they generate for

shareholders, and that business performance is ultimately projected in the level of

shareholder returns. On the other hand, satisfying shareholders is also a prerequisite

for the company’s existence and thus acquiring wider purposes (Handy 1991, see

Ambler and Kokkinaki 1997). The shareholder value approach has sometimes been

claimed to ignore the social responsibilities and fail to balance the different

stakeholder interests. Still, ultimately all claims of different stakeholders depend on

the company’s ability to generate sufficient cash to meet them. This supports the view

of maximizing shareholder value in the long run being the best strategy regarding all

stakeholders (Doyle 2000, p. 24).

The shareholder value approach rests on two premises drawn from contemporary

financial theory. First, the primary obligation of a company is to maximize returns for

its shareholders in terms of capital appreciation and dividends earned by holders of

common shares. The shareholder value approach to business performance is based on

the idea that management should evaluate business strategies in the same way as

stakeholders do. This makes the primary obligation of managers to maximize the total

economic returns for shareholders of the business in the form of dividends and stock

appreciation. Thus, the shareholder value approach presumes that maximizing market

value makes more sense as an objective than short-run profitability or striving for a

balance of cash flows in a corporate portfolio. Second, the stock market valuation of
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the company’s shares is based on investors’ expectations of the long-term cash

generating abilities of the business. (Day and Fahey 1988) According to the financial

theory, the market value of a firm represents the net present value of all future cash

flows expected to accrue to the firm. This puts emphasis on the discounted cash flow

analysis and expectations of future performance, thus underscoring the perceived

growth potential and associated risks (Srivastava et al. 1998).

The essence of a shareholder value approach is that business performance should be

evaluated based on the firm’s ability to make strategic investments that promise

returns greater than their cost of capital. Any change in strategy that requires new

investment should lead to an increase in the present value of future cash flows (Day

and Fahey 1988). This puts in a strategic position the financial value drivers directly

affecting the cash flow (Lukas et al. 2005; Doyle 2000, pp. 22, 147-148), and

accentuates the fundamental nature of shareholder value approach as “building

businesses that last”. (Doyle 2000, p. x)

According to the basic principles of financial theory, economic value is created when

the financial benefits of a strategy exceed its costs. To account for differences in the

timing and the riskiness of the costs and benefits, all value-based planning methods

estimate overall value by discounting all relevant cash flows by the risk-adjusted cost

of capital (Day and Fahey 1988; Doyle 2000, p. 36). Thus, the amount rational

investors will pay for a company’s share, equals to the future cash flow it is expected

to generate, discounted by the cost of capital.  The returns shareholders obtain from a

company’s shares usually come in two forms, cash dividends and capital gains or

losses on the shares. The amount a rational shareholder will pay for a share can then

be written as
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where DIV dividend

P share price

t the time of the cash flow

h end of the forecast period

r the discount rate, representing risk adjusted cost of capital (the rate of

return that could be earned on an investment in the financial markets with similar

risk). The same equation represents the returns the shareholder expects to gain due to

investing to the company. (Doyle 2000, p. 35; Day and Fahey 1988; Rappaport 1986,

p. 50)

The cash flows serving as a foundation for shareholder returns from dividends and

share-price appreciation stem from the value of investments made by the company

(Rappaport 1986, p. 12). Thus, the present value of a company can be seen as

composed of the present value of cash flows during the value growth period and the

long-term residual value of the business, or in other words, as determined by the

present value of all future free cash flow (Lukas et al. 2005). Residual value, referring

to the present value of a business attributable to the period beyond a reasonable

forecast period and thus reflecting the expected value of the business beyond the

planning horizon, generally accounts for a significant proportion of the net present

value of a business (Rappaport 1986). The present value of a business can then be

written as
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(2b)
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where CF cash flow (= revenues – costs – investments)

FV residual value of the business

t the time of the cash flow

h end of the forecast period
r the discount rate, representing risk adjusted cost of capital (the rate of

return that could be earned on an investment in the financial markets with similar

risk). (Doyle 2000, pp. 33, 229; Day and Fahey 1988; Rappaport 1986, pp. 51, 59-65,

243)

As demonstrated by equations 2a and 2b, the shareholder returns are directly

dependent on the net present value of long-run cash flow. There are three financial

drivers that determine the level of cash flow; sales growth, after-tax operating profit

margin and investment requirements. Still, the level of cash flow is not the only factor

that counts - the net present value of long-run cash flow is actually a function of four

factors, including the level of cash flow, its timing, risk and longevity. Figure 1

captures the essence of business performance from shareholder perspective.

Figure 1: Creating shareholder value
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Following the model presented in Figure 1, the value of the business can be increased

in four ways (Srivastava et al. 1998, 1999; Doyle 2000, pp. 36-37, 147-148, 229):

1) Increasing cash flow – by raising revenues (sales volume, prices), cutting

costs and working capital or reducing investments.

2) Accelerating cash flows – earlier cash flows are an advantage because risk and

time adjustments reduce the value of later cash flows. Cash flow that occurs

early is worth more than that occurring later, because money is discounted.

Cash flows can be accelerated by developing products faster, moving them

faster through supply chain and reducing the time to market acceptance.

3) Lowering the firm’s cost of capital – by reducing the risks and volatility

associated with the cash flow. The risk associated with cash flows can be

reduced by decreasing their volatility (fluctuations in demand) and

vulnerability (e.g. competitive action) and, indirectly, the company’s cost of

capital.

4) Increasing the residual value of the business – through investing in tangible

and intangible assets.

The task of maximizing returns for shareholders is achieved by strategies that

maximize the net present value of cash flows. This requires balancing investments

that nurture both short-term performance and long-term growth and risk. These

dimensions correspond to the components of shareholder value introduced above:

managing profitability by enhancing cash flows, managing growth by accelerating

cash flows and managing risks by reducing volatility and vulnerability of cash flows.

(Srivastava and Reibstein 2004)
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2.2.2  Explaining Business Performance – A Managerial Theory

Perspective

As stated by the basic principles of financial theory referred to in the previous

chapter, economic value is created only when the business earns a return on

investment that exceeds its cost of capital. This requires targeting markets where

positive economic return can be made and developing a competitive advantage that

enables both customers and the firm to create value (Lukas et al. 2005; Day and

Fahey 1988). The market value of a company is therefore ultimately based on the

most informed estimates of its ability to create a competitive advantage and to

leverage the advantage to achieve profitable growth in its markets (Doyle 2000, pp.

22, 24). From resource and process perspectives (Ford and Schellenberg 1982),

organizational performance is thus essentially about building and leveraging a

sustainable competitive advantage (e.g. Doyle 2000, p. 20; Rappaport 1986, pp. 11-

12).

Discussions in different disciplines in the field of managerial theory of the firm;

marketing, strategy and organizational economics, all share an interest in explaining

performance differentials between firms. (Stoelhorst and van Raaij 2004). Next, the

recent views of each of these disciplines are briefly outlined in order to capture an

overall picture of the suggested sources of competitive advantage and business

performance. Concerning the discipline of marketing, the focus here is kept on a

theoretical approach explaining business performance differentials between firms. A

managerial approach to marketing performance, especially concerning marketing

performance and its contribution to the overall business goals, is covered more in

detail in the chapter to follow.



24

Four of the theories of organizational economics – industrial organization theory, the

Schumpeterian view, the Chicago school, and resource-based view – rely on different

views of the source of performance differentials. Industrial organization theory

concentrates on differentiation and market power, the Schumpeterian view on the role

of innovation and the Chicago school on operational efficiency (Stoelhorst and van

Raaij 2004). Resource-based view is closely aligned with the other theories in the

discipline composing the organizational economics paradigm, and has stimulated

discussion between scholars from a variety of perspectives in the field of managerial

theory, thus being considered a centerpiece of conversation (Mahoney and Pandian

1992; Stoelhorst and van Raaij 2004).

Resource-based view demonstrates the importance of looking inside the firm and

getting a deeper understanding of the firm’s resources and capabilities as sources of

competitive advantage (Whitwell et al. 2007; Barney 1991). Resource-based view

suggests that competitive advantage stems from the possession and deployment of

resources that are in some way superior to those of competitors and resistant to

duplication by competitors (e.g. Doyle 2000, p. 92), and that strategies should be built

around these distinctive resources (e.g. Morgan et al. 2002). Following a definition by

Barney (1991), resources are defined as any physical, organizational or human

attribute that enables the firm to generate and implement strategies that improve its

efficiency and effectiveness in the marketplace. According to this view, resources are

seen as consisting of all assets, capabilities, organizational processes, firm attributes,

information, knowledge, etc. that are controlled by the firm and have rent-earning

potential. (Srivastava et al. 1998; Fahy et al. 2006; Morgan et al. 2002; Hunt and

Morgan 1995).
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Within the discipline of strategic management, the content of strategies leading to

performance differentials is the primary concern of two major schools of thought -

positioning school and competence-based school. The positioning school stresses the

role of strategy in identifying superior positions within attractive industries; long term

performance differentials are then seen as resulting from the firm’s ability to protect

these superior positions by barriers to competition. In line with a resource-based

view, the competence-based school emphasizes internal sources of competitive

advantage, comprising managerial vision and core competencies. (Stoelhorst and van

Raaij 2004) Over the last decade, following the dominance of resource-based view,

the competence-based school of thought has risen to prominence as a favored analysis

perspective in the broad-based strategic management literature (Srivastava et al.

2001).

Despite their importance, superior resources are not a sufficient condition for superior

performance - the extent of performance is ultimately defined by the degree to which

these resources can be leveraged into valuable outcomes (Morgan et al. 2002). The

quality of resources and the effectiveness with which they are combined determine

the firm’s core competencies, things it can do particularly well relative to

competitors. This in turn shapes the firm’s core business processes – those

fundamental activities that generate value for customers, including

1) Product development management – aiming to create solutions that generate

value for customers,

2) Supply chain management – acquiring and transforming inputs into customer

solutions and

3) Customer relationship management – identifying customers, understanding

their needs, building customer relationships and shaping the perceptions
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related to the organization and its brands. (Doyle 2000, pp. 222-223;

Srivastava et al. 1999)

There are notable commonalities between the views of theorists in the discipline of

marketing and scholars in strategic management, both having taken inspiration from

the different schools of thought in organizational economics. Functionalist school of

thought in marketing (Alderson 1957, 1965, see Stoelhorst an van Raaij 2004)

emphasizes the process of ‘competition for differential advantage’ in order to survive

and the central role of innovation in this process. Dickson’s dynamic disequilibrium

paradigm (Dickson 1992, 1996) emphasizes the role of competitive dynamics in

understanding the concept of competitive advantage and the role of a firm’s

capability to learn as the fundamental source of performance. This dynamic view of

performance also puts emphasis on feedback and the process of learning in models by

Day and Wensley (1988) and Hunt and Morgan (1995). (Stoelhorst and van Raaij

2004).

The SSP framework1 by Day and Wensley (1988) attempts to clarify the nature of

competitive advantage by conceptualizing competitive advantage in terms of a causal

chain that runs from resources as sources of advantage through positional advantages

to performance outcomes. The authors emphasize the need to design a measurement

system to support the feedback loop from performance outcomes to sources of

advantage, stemming from identification of key success factors and the relative rate

of investment in resources. The model by Day and Wensley (1988) can be seen as an

anticipation of the resource-based and competence-based frameworks developed in

the strategic management literature and has become a benchmark for later

publications in marketing seeking to explain performance differentials between firms.

1 Sources, positions and performance outcomes



27

The resource advantage theory of competition by Hunt and Morgan (1995, 1996)

complies far with the framework proposed by Day and Wensley (1988), albeit with a

broader view of resources that reflects later developments in the resource-based view.

(Stoelhorst and van Raaij 2004)

The commonalities in the different discipline’s explanations suggest an emerging

common understanding of the performance differentials between firms. This

understanding is captured in Figure 2, illustrating a simplified, unifying framework,

merging the central views of marketing, strategy and organizational economics on the

sources and process of organizational performance.

Figure 2: Explaining business performance (Adapted from Stoelhorst and Van Raaij 2004)

An organization can achieve profitable growth only by meeting customer needs,

developing customer preference and building customer relationships. Thus, marketing

forms the basis for creating shareholder value (Doyle 2000, p. 99). Essentially, the

managerial theory of marketing explains business performance in terms of the ability

to develop and produce offerings that meet customer needs and to design marketing

programmes leading to favourable customer perceptions of these offerings (Stoelhorst

and van Raaij 2004).
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All of the four value drivers discussed in the previous chapter – acceleration of cash

flows, enhancement of cash flows, reduction in the risk associated with cash flows

and augmentation of the long term value of the business – require infusing a market-

or customer-driven perspective and inputs into the three core business processes:

product development management, supply chain management and customer

relationship management. Cash flows can be accelerated by developing products

faster (PDM), moving them faster through supply chain (SCM) and reducing the time

to market acceptance (CRM). The revenues can be augmented by increasing sales

volume and prices; higher margins can be achieved by reducing costs, working

capital and fixed investments. The risk associated with cash flows can be reduced by

decreasing their volatility, in terms of fluctuations in demand, and vulnerability

regarding competitive action and, indirectly, the company’s cost of capital. The long

term value of the business in turn can be augmented by investing in both tangible and

intangible assets. (Srivastava et al. 1999)

Competitive advantage theory suggests that marketing performance is a process

(Kaplan and Norton 1993; Hunt and Morgan 1996) consisting of four stages:

1) Sources of advantage, regarding the acquisition, development, and deployment

of the resources and capabilities of the firm;

2) Positional advantages, representing the realized strategy of' the firm concerning

the value delivered to customers and the costs incurred by the firm relative to its

competitors;

3) Market performance outcomes, which are customer and competitor responses to

the firms' realized positional advantages; and

4) Financial performance outcomes, concerning the costs and benefits to the firm

of the achieved level of market performance. (Day and Wensley 1988; Day

1994; Morgan et al. 2002)
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Rust et al (2004a) emphasize the role of marketing as setting strategic direction for

the firm and guiding investments to develop marketing assets that can be leveraged

within business processes to provide sustainable competitive advantage and financial

value. The ultimate goal of marketing is seen as maximizing returns for shareholders

by means of developing strategies creating and utilizing marketing assets to create

competitive advantage and financial value (Doyle 2000, pp. 30-32; Rust et al. 2004a;

Lukas et al. 2003). Srivastava et al. (1998) propose a framework illustrating how

marketing assets can be leveraged to drive marketplace performance and,

consequently, shareholder value. The framework by Rust et al. (2004a) builds on the

work of Srivastava et al. (1998) to describe a “chain of marketing productivity”. The

core elements of this framework, combined with the previously formulated model of

business performance, are presented in figure 3, thus illustrating the contribution of

marketing on overall business performance.

Figure 3:The contribution of marketing on business performance (Adapted from Stoelhorst and van
Raaij, 2004; Rust et al. 2004a)
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2.3 Modeling Marketing Performance

In the marketing performance literature, discussions on assessing performance have

concentrated on three approaches: effectiveness, efficiency and adaptability (e.g.

Walker and Ruekert 1987; Clark 1999;  Morgan et al. 2002; Bonoma and Clark 1988;

Thomas 2000). The effectiveness approach, or the marketing audit concept (Clark

2001), refers to “doing the right thing” (Drucker 1974, see Clark 1999); the

comparison of what is expected to result with the results as returned (Clark 2000) and

the extent to which organizational goals and objectives are achieved (Morgan et al.

2002). Walker and Ruekert in 1987 defined effectiveness as the success of a business’

products and programs in relation to those of its competitors in the market, often

measured by sales growth in comparison with that of competitors or changes in the

market share. The efficiency approach, or productivity analysis (Clark 2001),

examines the relationship between business outcomes and the inputs required to

achieve them (Walker and Ruekert 1987; Bonoma and Clark 1988); “doing things

right” (Drucker 1974, see Clark 1999). According to Walker and Ruekert in 1987,

efficiency was often measured by profitability as a percentage of sales and return on

investment. From the financial perspective, marketing effectiveness represents

marketing’s contribution to long term business profitability, whereas efficiency refers

to  the  marketing  actions’  effect  on  short  term  revenues  and  cash  flows  (Rust  et  al.

2004a). Adaptability represents the extent to which the firm’s marketing is adapted to

the external environment (Clark 2000) and the ability of the organization to respond

to changes in environmental conditions and opportunities over time (Walker and

Ruekert 1987; Morgan et al. 2002).

The study by Clark (2000), examining the mental model that drives managerial

perceptions of marketing performance, found the effectiveness as the judgment of

results versus expectations to be central to performance perception from the overall
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satisfaction perspective. Still, the findings of the study indicated that managers have a

multidimensional view of marketing performance and a relatively rich framework for

judging it, drawing on efficiency, adaptability and effectiveness to different degrees

and using multiple measures in assessing the performance.

Next, each of the three approaches is discussed further presented in a framework for

assessing marketing performance incorporating all three perspectives. First, an

adaptiveness approach is discussed briefly. Second, the role of marketing and the

marketing performance process in terms of setting the strategic direction and thus

contributing to the achievement of organizational goals and objectives, representing

an effectiveness approach, is presented. Finally, the system for assessing marketing

performance in terms of tactical actions efficiency and contribution to the overall

performance is presented. The latter two perspectives form the basis for developing a

measurement system for assessing the overall marketing performance, captured in the

framework.

2.3.1 Marketing Adaptiveness

The key to economic value creation is the company’s ability to achieve or maintain

competitive advantage in a changing market environment (Doyle 2000, pp. 15-17).

Thus, the value of a company can also be seen as measuring the views of professional

investors about the ability of management to master the changing market

environment. The business performance and marketing performance in particular

depend on the environmental and competitive context (Rust et al. 2004a; Day 1994;

Jaworski and Kohli 1993; Narver and Slater 1990). The future shareholder value of a

firm depends on two aspects of uncertainty; environmental conditions and the firm’s

ability to face those conditions by its strategies and resources (Whitwell et al. 2007).
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From a marketing perspective, while all firms will be exposed to the same macro-

economic factors, firms can manage the impact of such forces by their choice of

appropriate marketing strategies (Kumar et al. 2000). The competitive environment

also has a profound influence on the nature of marketing productivity (see Rust et al.

2004a). From a micro-economic perspective, marketers must be able to address how

their actions affect the expected probability distribution of future cash flows, which

requires a modeling of the nature of uncertainty facing the firm (Rao and Bharadwaj

2008). In dialectics between marketing and the environment, the adaptability of a

firm’s marketing, also referred to as innovativeness, has received continuous attention

as a measure of performance (Bhargava et al. 1994; Walker and Ruekert 1987).

Typically cast in terms of the firm’s new product or marketing innovations, the idea

behind  measuring adaptability as an output of marketing is that in the face of a

changing environment, firms that are unable to adapt will fail (Clark 1999).

Marketing’s role in developing customer knowledge and new product concepts makes

the marketing process critical for the firm’s ability to innovate (Clark 2001).

Contemporary literature on market orientation has redeveloped the managerial view

of marketing and brought market orientation among the most widely discussed

concepts in the marketing literature concerning business performance (Narver and

Slater 1990; Kohli and Jaworski 1990; Jaworski and Kohli 1993; Pelham and Wilson

1996; Stoelhorst and van Raaij 2004). Kohli et al. (1993) define market orientation as

“the organizationwide generation of market intelligence pertaining to current and

future needs of customers, dissemination of intelligence horizontally and vertically

within the organization, and organizationwide action or responsiveness to market

intelligence”. The overriding objective in a market orientation is profitability (Narver

and Slater 1990; Kohli and Jaworski 1990). Market orientation can thus be viewed as

an organization culture that creates behaviors necessary for the creation of superior
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value for customers and, consequently, continuous superior performance for the

business (see Narver and Slater 1990).

The studies by Narver and Slater (1990, 2000) confirm market orientation to be an

important determinant of profitability. A market oriented firm can be seen as a firm

having knowledge about its markets, being able to turn this knowledge into customer

value and to adapt to changes in its markets. Thus, market orientation is expressed in

terms of information processing, learning, knowledge and value generation, which

combine into a source of competitive advantage (Stoelhorst and van Raaij 2004). A

study by Han et al. (1998) provides empirical evidence that market-oriented corporate

culture facilitates an organization’s innovativeness, which in turn positively

influences the business performance. The market orientation approach focuses upon

three particular marketing inputs: generation of intelligence about customers and

competitors, dissemination of this intelligence within the company, and

organizational responsiveness to this information (Clark 2001). This stresses the

process of learning discussed in the previous chapter as a source of business

performance. Figure 4 captures the role of market orientation, or marketing

orientation, in generating shareholder value.

Figure 4: Marketing adaptiveness (Adapted from Stoelhorst and van Raaij, 2004; Rust et al. 2004a)
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Adapting the framework by Stoelhorst and van Raaij (2004), the impact of marketing

orientation on business performance is explained here by the process of learning.

Following the views of the resource advantage theory by Hunt and Morgan (1996),

firms are seen here as learning through competition as a result of feedback from

relative financial performance, relative market position, and relative resources.

2.3.2 Marketing Effectiveness

 To the extent that the governing business objective of a firm is to maximize

shareholder value, the goal of marketing should be to contribute to this governing

objective (Lukas et al. 2005). From this perspective, Doyle (2000, p. 29) defines

marketing as the management process that seeks to maximize returns to shareholders

by developing relationships with valued customers and creating a competitive

advantage. Marketing strategies play a central role in winning and retaining

customers, ensuring business growth and renewal, developing sustainable competitive

advantages, and driving financial performance through business processes (Srivastava

et al.1999). From the value based perspective, the value of a marketing strategy to the

firm can be depicted as a discounted present value of the future cash flows generated

through the use of this marketing strategy. Given efficient markets, all currently

available public information about future cash flows is incorporated into the current

stock price (Day and Fahey 1988). Stock market data thus provide the financial

market’s estimate of the total expected value of the strategy (Mizik and Jacobson

2003).

Figure 5 captures the chain of impact of marketing strategies leading to business

performance in terms of shareholder value, thus representing a model for evaluating

marketing effectiveness. The figure is based on the links examined by Srivastava and

Reibstein (2004) and Rust et al. (2004a) between building market-based assets,
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leveraging them to enhance marketplace performance and assessing their contribution

to shareholder value in terms of both financial performance and value created. The

model is congruent with the recent views of marketing performance process presented

by several researchers (e.g. Srivastava et al. 1998; Rust et al. 2004a; Morgan et al.

2002; Srivastava and Reibstein 2004).

Figure 5:Marketing effectiveness (Adapted from Rust et al. 2004a;Srivastava and Reibstein, 2004;
Stoelhorst and van Raaij, 2004)

From a competitive perspective, marketing strategy is concerned with building

sustained competitive advantage, which requires both creating customer value and

appropriating value in the marketplace. Value creation, including innovating,

producing, and delivering products to the market, influences the potential magnitude

of the advantage. Value appropriation, in terms of extracting profits and restricting

competitive forces by creating isolating mechanisms, influences the amount of the

advantage the firm is able to capture and the length of time the advantage persists.

Although value creation is considered a cornerstone of marketing, because the value

of the firm depends on both magnitude and persistence of advantage, both value

creation and value appropriation influence financial performance. The strategy of a

company defines the relative emphasis put on value appropriation relative to value
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creation. The study by Mizik and Jacobson (2003) shows that the relative emphasis

that firms place on value appropriation relative to value creation contains information

relevant to investors in the valuation of the firm. (Mizik and Jacobson 2003)

Marketing assets are defined as assets that arise from the commingling of the firm

with entities in its external environment (Srivastava et al. 1998), comprising any

physical, organizational or human attribute that enables the firm to generate and

implement strategies that improve its efficiency and effectiveness in the marketplace

(Barney 1991, see Srivastava et al. 1998). According to this definition, marketing

assets include all the tangible or intangible, on or off balance sheet and internal or

external assets whose value is ultimately realised in the marketplace. Rust et al.

(2004a) define marketing assets as representing a reservoir of cash flow that has

accumulated from marketing but has not yet translated into revenue.

Market-based assets are principally of two related types: relational, representing the

outcomes of the relationship between a firm and key external stakeholders, and

intellectual, as the types of knowledge a firm possesses about the environment,

including facts, perceptions, beliefs, assumptions and projections about market

conditions and the entities in it (Srivastava et al. 1998, 1999; Whitwell et al. 2007;

Srivastava and Reibstein 2004). Relational assets are fundamental to the functioning

of the core customer-connected processes, whereas intellectual assets serve as critical

input to the design and deployment of these processes (Srivastava et al. 2001).

Especially two approaches to assessing marketing assets, brand equity and customer

equity, have received considerable attention in the marketing literature (Rust et al.

2004a).
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Positional advantages, defined as the positions that the firm is able to actually obtain

in the market relative to competitors, are the initial outcome of the competitive

strategies developed and executed through combining the firm’s resources. In strategy

literature, these positional advantages are often conceptualized as the competitive

position in relation to product, service, image, channel, cost, and price. Positional

advantages and market performance resulting from the linkage of customer

perceptions through customer behaviors are often referred to in terms of outcomes

such as unit sales and market share. (Morgan et al. 2002)

Financial performance, in terms of revenue, cash flow, and profitability, is

determined by the sales performance of the firm in combination with the cost of sales

in its markets. (Day and Fahey 1988; Kaplan and Norton 1993; Morgan et al. 2002).

Instead of focusing on success in the product market place, the top management

increasingly views the ultimate purpose of marketing as contributing to the

enhancement of cash flows and thus shareholder returns. This requires systematical

management of the relationship between marketing and finance. (Srivastava et al.

1998)

As seen in the previous chapter, from the shareholder perspective, the level, timing,

risk and longevity of cash flows are the most relevant indications of financial

performance. The anticipated level of cash flow is determined by three core financial

drivers: sales growth, the net operating profit margin after tax and the level of

investment, which are all closely related to building and exploiting marketing assets.

Growth strategies depend upon building marketing assets, including marketing

expertise, brands, loyal customers and strategic partnerships. Marketing assets can

improve the operating margin in three ways; through higher prices, cost decreases and

volume growth. The level of investment in tangible and intangible assets, including
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marketing assets, determines long-run growth potential and cash flow. (Doyle 2000,

pp. 48-50, 80; Srivastava et al. 1998).

Market-based assets can enhance the sources of expected cash flows in the future by

increasing the size, loyalty and quality customer base, e.g. by growing and refining

the customer base and cross-selling and upselling products and services (Srivastava et

al.  1998).  Market-based  assets  can  accelerate  cash  flows  by  increasing  the

responsiveness of the marketplace to marketing activity, through faster new product

development, accelerating market penetration, creating network effects, using

strategic alliances and leveraging brand assets (Srivastava et al. 1998; Doyle 2000 p.

52). Marketing activities and market-based assets play a pivotal role in reducing both

the volatility and vulnerability of cash flows (Srivastava and Reibstein 2004). The

volatility of cash flows, referring to the unpredictability of cash flows caused by

peaks and valleys in sales, can be reduced by promoting stability in operations

through coordinating activities across the value chain. The vulnerability of cash

flows, caused by competitive activity, can be reduced by customer satisfaction,

loyalty and retention. The duration of the business’s cash flow depends on two

factors: the sustainability of its differential advantage and the options it creates,

referring to the opportunities to enter new markets in the future. A key task of

marketing is to build barriers that enhance the sustainability of the differential

advantage. In this sense, companies with strong marketing assets have future cash

flows that are perceived more sustainable. (Srivastava et al. 1998; Doyle 2000, p. 53)

2.3.3 Marketing Efficiency

The previous chapter focused on the effect of marketing strategies on shareholder

value. From a strategic perspective, an important question is whether temporary and

sustained marketing efforts result in persistent market response that leads to long-run



39

competitive advantage. To derive the long run implications of marketing actions, in

terms of both output and input, a firm should be able to (1) capture the complex

interplay of the different contributing factors and (2) translate the underlying short

run dynamics into their long run consequences, because the long run emerges out of a

sequence of short runs (Dekimpe and Hanssens 1999).

Strategies lead actions designed to have a market impact. On a more tactical level, in

order to balance the investments on both long and short term value, managers

implement marketing actions to increase short term profitability. In most settings, this

requires managing tradeoffs between the different elements affecting shareholder

value, such as turnover and margin or prices and market share. There are various

ways to enhance and sustain profitability – how managers proceed is a matter of

strategy, and requires understanding and managing the chain of marketing

productivity as a whole. (Rust et al. 2004a)

Marketing investments and the resulting marketing assets play an important role in

determining a company’s market performance and financial value thus providing a

substantial contribution to shareholder value (Srivastava and Reibstein 2004;

Whitwell et al. 2007). A study by Pauwels et al. (2004) empirically links marketing

actions to stock market as measured by the ratio of market capitalization to book

value as well as revenue and income. According to a framework by Srivastava et al.

(1998), the value of marketing activities can be identified through their impact on

market-based assets as outcomes of those activities, market performance as outcomes

of market-based assets, and finally shareholder value as the market valuation of the

capability of market-based assets to enhance current and potential market

performance. Thus, the framework by Srivastava et al. (1999) suggests connecting
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marketplace performance measures with financial dimensions and shareholder value,

as presented in figure 6.

Figure 6: Marketing efficiency (Adapted from Rust et al. 2004a; Stoelhorst and van Raaij, 2004)

Figure 6 adds the perspective of efficiency to the overall model of marketing

performance. Marketing actions have an impact on customers, which can be

aggregated into marketing assets. Customer behavior influences the market and the

firm’s competitive position in it, which in turn influences the financial position of the

firm and the firm’s shareholder value (Rust et al. 2004a). Quantifying the increase or

decline in intermediate outcomes such as marketing assets allows assessing marketing

performance without the bias of concentrating only on short-term results (Ambler et

al. 2002a).
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In order to distinguish the short term efficiency from the long term approach,

marketing outcomes are here proportioned with the investments required to achieve

those outcomes. Efficiency is here construed in terms of the wealth creation process;

so that the relevant output is the wealth the firm creates (Rao and Bhardwaj 2008).

From  a customer perspective, marketing impact concerns cognitive and affective

responses to the marketing actions and the subsequent behavioral consequences of

prospects and customers in the target market (Morgan et al. 2002). These lead to

improvements in marketing assets, such as brand equity and customer equity (Rust et

al. 2004a). The impact of marketing activities on customer mindsets can be measured

by the following five key dimensions (Rust et al. 2004a; Ambler et al. 2002b):

1) Customer awareness – the extent to and ease with which customers recall and

recognize the firm and/or the brand and identify the products and services

associated with it,

2) Customer associations – the strength, favorability, and uniqueness of

perceived attributes and benefits for the firm and/or the brand,

3) Customer attitudes – the overall evaluations of the firm and/or the brand in

terms of quality and satisfaction,

4) Customer attachment – how loyal the customer is toward the firm and/or the

brand, and

5) Customer activity or experience – the extent to which customers use the

brand, talk to others about the firm / the brand, and seek out firm/brand

information, promotions, events, etc.

Customer satisfaction has proved to have a positive and significant impact on

shareholder value (e.g. Luo and Homburg 2007; Gruca and Rego 2005). In addition
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to customers, marketing activities also have similar impact on other stakeholders such

as employees, shareholders and stock analysts (Ambler et al. 2002b).

Marketing actions both create and leverage market-based assets. Market impact

concerns reactions to the customer impact resulting in positional advantages (Rust et

al. 2004a; Morgan et al. 2002). The customer impact and resulting improvements in

marketing assets influence the firm’s competitive market position in terms of five

aspects 2 (Ambler et al. 2002b):

1) Price premiums – how much extra are customers willing to pay for a

comparable product because of its brand,

2) Price elasticities – how much does the demand increase or decrease when the

price rises or falls,

3) Market share,

4) Expansion success – the success of line and category extensions, new product

launches, and

5) Reduced marketing costs – as increased customer responsiveness to future

marketing efforts.

From an internally oriented perspective, market impact appears as the subsequent

effect of customer behaviors as seen in terms of unit sales and sales revenue. From a

competitor perspective, market impact occurs in terms of indicators such as share of

mind and market share. (Morgan et al. 2002)

The evaluation of marketing efficiency ultimately involves projecting the financial

impact and differences in cash flows that will occur from implementation of a

marketing action (Rust et al. 2004a). Thomas (2000) appoints gross and net

2 Adapted from the 6 aspects by Ambler et al. 2002b, marketing profitability as a rather financial aspect is
removed. For practical examples, see Rust et al. 2004.



43

marketing earnings as two focal points of performance control, underscoring the need

to relate marketing efforts directly to the gross margin produced by the marketing

effort. Also Clark (2001) emphasizes the need for understanding the real costs and

returns from investments in marketing. Measures evaluating the financial benefits

from a specific marketing action include return on investment (ROI), internal rate of

return (IRR), net present value (NPV) and economic value added (EVA). In each

case, the measures of financial impact weigh the return generated by the marketing

action against the expenditure required to produce that return (Rust et al. 2004a).

Return on investment (ROI) is a traditional approach to evaluating return relative to

the expenditure required to obtain the return, often used to measure the effect of the

investment on short-term performance (Srivastava and Reibstein 2004). Measuring

ROI has recently received remarkable attention also in the field of marketing (e.g.

Lenskold 2007, Stewart 2006).

From a shareholder value perspective, marketing activities can be evaluated in terms

of their impact to the four value drivers; the level of anticipated cash flow, its timing,

its sustainability and the risk attached to it (Srivastava et al. 1998, 1999). The study

by Rao and Bhardwaj (2008) shows that the ultimate impact of a marketing activity

on shareholder’s wealth is determined as the sum of two wealth effects: (1) the “stock

price effect” referring to the firm’s net present value implicit in the stock price as and

(2) the “released working capital effect” as the firm’s cash needs defining the

potential of the firm to return any freed-up working capital to the investors. A

marketing action affects the probability distribution of the firm’s sales revenues. The

probability distribution of sales revenues and the firm’s operating details determine

the firm’s maximum operating shortfall and, thus, the firm’s working capital needs.

The cash requirement and the firm’s probability distribution of operating income

together determine the expected cash flows to the firm’s owners. Thus, by affecting
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the firm’s total capital requirements, a marketing initiative also affects the firm’s

productivity. Increasing a firm’s productivity enhances the firm’s competitive posture

and,  thus,  its  long-term  viability.  The  implications  of  a  marketing  action  on

shareholder wealth are therefore jointly determined by the stock price effect and the

released capital effect. (Rao and Bharadwaj 2008)

2.4 Conceptual Framework

If marketing’s value creation potential can be measured and reported by introducing a

simple framework, the firm will benefit. Based on the findings of Whitwell et al.

(2007) it seems that marketing’s ability to better communicate its contribution to

intangible assets, their value and future earnings would lead to more accurate

performance assessment by the stock analysts and thus to more accurate valuation by

the market. The challenge is to demonstrate and measure the value created by

marketing activities in terms of their impact on current outcomes and on perceptions

of future financial performance (Srivastava et al. 1999).

Srivastava et al. (1998) propose a framework illustrating how marketing assets can be

leveraged to drive marketplace performance and, consequently, shareholder value.

The framework by Rust et al. (2004a) builds on the work of Srivastava et al. (1998) to

describe a ”chain of marketing productivity”, linking marketing strategies and

activities to shareholder value. This chain of marketing productivity serves as a basis

for the theoretical framework of the present study, illustrated in figure 7, where

concepts of marketing orientation and innovation / learning are added in order to

capture marketing performance in terms of all efficiency, effectiveness and

adaptiveness.
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Figure 7: Marketing performance (Adapted from Rust et al. 2004a; Stoelhorst and van Raaij, 2004)

In the theoretical framework presented in figure 7, several dimensions of marketing

performance can be identified, in terms of both approach to the concept of

performance and the level in which the performance is addressed. The three

approaches – adaptiveness, effectiveness and efficiency – form a basis for evaluating

the overall marketing performance.  In addition, based on the framework, five levels

in the chain of marketing impact can be identified: firm, customer, market, financial

and shareholder.

The marketing performance matrix, presented in table 1, illustrates the combination

of the different approaches and levels of marketing performance, constituting a

comprehensive set of theoretical dimensions for addressing marketing performance.
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Table 1: Theoretical dimensions of marketing performance

Firm Customer Market Finance Shareholder

Adaptiveness

Effectiveness

Efficiency

The basic implication of the matrix would be that in theory, in order to gather a

comprehensive set of metrics for measuring marketing performance, all of the

sections presented in the matrix need to be covered.



47

3 Research Methods
The purpose of the empirical study was to explore the current measurement practices

in Finnish companies; to identify the different dimensions of marketing performance

behind the metrics systems currently in use and to determine different profiles of

measurement among Finnish companies. In order to achieve an extensive overall

picture of the current state of measurement, a quantitative research approach was

chosen. The data was collected in a web-based questionnaire as a part of a broad

StratMark questionnaire study about the current state of marketing in Finnish

companies. The data was analyzed by using two descriptive methods: factor analysis

and cluster analysis. The descriptive approach was chosen according to the research

problem: to identify the underlying dimensions of marketing performance and to

group together respondents with similar performance measurement profiles.

A study by Barwise and Farley (2004)3 found significant differences in the use of

marketing metrics between USA, Japan, Germany, UK and France. The study

confirmed that firms perceived the metrics included in the study as complementary to

each other, justifying the use of several metrics. The present study elaborates the

themes covered in the study by Barwise and Farley (2004) albeit focusing on the

context of Finnish companies, with a broader selection of actual metrics in use, a

larger scale of companies and a more exploratory approach to the relevant dimensions

of marketing performance.

3 The study explored the use of six metrics: market share, perceived quality, customer loyalty or retention,
customer or segment profitability, relative price and customer lifetime value, assumed to indicate the
attitudinal, behavioral and financial dimensions of marketing performance.
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3.1 Collecting the Data

The data were collected as a part of a broad, national study about the current state of

marketing, conducted within the StratMark research project. An online questionnaire

was used, addressed to the upper management of all Finnish companies with over 5

employees. To specify the target population, an address directory provided by

MicroMedia, a Finnish expert and service company specialized in direct marketing,

including listings of both companies and individual decision makers was used as the

sampling frame.

The questionnaire was drafted during fall 2007 and pilot-tested in January 2008

among the participants to the annual StratMark seminar held on January 24th 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. (2002a),

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. Thus, most of the items were already validated in previous research. 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 survey contained 8 thematic groupings of questions, addressing the business

environment and the respondent company’s position in it, the role of marketing,

marketing impact and productivity, business processes and marketing, business

processes and managerial challenges, the process of learning and development,
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marketing investments and background information.  The original questionnaire used

is presented in appendix A.

The research question of the present study was formulated in the questionnaire as a

dichotomous check-box question, asking respondents to indicate whether listed

metrics of marketing performance were currently in use in the companies they

represented. An exploratory study by Ambler et al. (2002a), describing the state of

marketing metrics in the UK, was used as a basis in formulating the question. In order

to take into account the recent emphasis of research on measuring the value of

customer equity (e.g. Rust et al. 2004b, Berger et al. 2006), “Customer lifetime value

(CLV)” was added as a new item to the listing.

Respondents  were  asked  to  indicate  the  metrics  currently  in  use  from  a  41  item

listing. In order to ease the process of responding, the metrics presented in the

questionnaire were divided into following 6 subgroups derived from the grouping by

Ambler et al. (2002a):

1) [Metrics assessing] consumer / end user thoughts and feelings

2) [Metrics assessing] consumer / end user behaviour

3) [Metrics assessing the relationship with] trade customer / retailer

4) [Metrics] relative to competitor

5) [Metrics addressing the level of] innovation

6) Financial [metrics].

The final question as formulated in the questionnaire, translated in English, is

presented in Appendix B.

The final survey was conducted between January 18th and March 25th. The

questionnaire was sent to the whole target population defined in the sampling frame,
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consisting  of  the  upper  management  from  all  Finnish  companies  with  over  5

employees listed in the directory provided by MicroMedia. The final sampling frame

is further described in table 2.

Table 2: The sampling frame

Company size
(no employees) Titles included in the sampling frame

All Chief executive officers, group directors, commercial directors, purchasing
directors

>5
Managing directors, owners, executive vice presidents, branch directors,
directors, heads of department, departmental managers, marketing
directors, sales directors, development directors

>10 Chairmen of the board, chief editors

>100 Hotel managers

Entrepreneurs and governmental organizations were basically excluded from the

population.  The final target population consisted of 6 867 companies and 15 941

potential respondents.

In addition to an original invitation to participate to the study, delivered to potential

respondents via e-mail, three reminders were sent at two week intervals. Altogether,

1 157 responses were received from 1 099 different companies, adding up to the total

response rate of 7.25% in terms of respondents and 16.00% on the firm level.

Considering the high positions of the respondents and the breadth and depth of the

questionnaire, the response rate surpassed all expectations and was considered more

than fair.
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3.2 Research Data

The data collected included 1 157 full responses, further described in tables 2 and 3 in

terms of respondent branch and the number of personnel. Respective structure of

Finnish companies in general, provided by Statistics Finland based on the most recent

numbers from year 2006, is also presented in the tables for comparison.

Table 3: Respondents by branch

Statistics Finland Survey

Branch Enterprises    % Respondents %

Agriculture, hunting, forestry and fishing 9 919 4,0 1 0,1

Industry 24 653 9,8 341 29,5

Construction 35 662 14,2 49 4,2

Trade 46 662 18,6 138 11,9

Hotels and restaurants 10 337 4,1 22 1,9

Transport, storage and communications 23 416 9,4 57 4,9

Financial intermediation and insurance 3 982 1,6 71 6,1

Real estate and renting activities 16 246 6,5 41 3,5

Technical services and other business activities 37 901 15,1 354 30,6

Other branches 41 600 16,6 83 7,2

As table 2 demonstrates, compared to Finnish companies in general, the branches of

industry, financial intermediation and insurance and technical services and other

business to business activities were emphasized in the study. On the contrary, the

branch of agriculture, hunting, forestry and fishing was heavily underrepresented. As

the survey was targeted to companies with over 5 employees, this might reduce the
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representation of branches consisting of typically small enterprises. Table 3 illustrates

the distribution of respondents relative to the size of the company.

Table 4: Respondents by size of personnel

Statistics Finland Survey

Personnel Enterprises % Personnel Respondents %

 0 – 9 233 305 93,2 1 – 10 179 15,5

10 – 49 14 088 5,6 11 – 50 400 34,6

50 – 249 2 373 0,9 51 – 250 298 25,8

250 – 499 341 0,1 251 – 500 89 7,7

500 – 271 0,1 501 – 190 16,4

As shown in table 3, respondents in the study were emphasized on larger companies.

The difference compared to the overall distribution shown in the figures of Statistics

Finland is partly explained by the starting point of the study leaving out all companies

with less than 5 employees. Larger companies also tend to hold more positions with

adequate status for responding to the study and may thus have received more

invitations. This might have inflated their probability to participate in the study.

Despite the distortions of distribution discussed above, the overall scope and

representativeness of the data collected was considered quite extensive.

Regarding the question concerning the use of marketing performance metrics, the

responses ranged from using none of the listed metrics to using the whole range of 41

metrics. On average, the respondent reported using 22.2 of the listed metrics, with the

median being 23. The distribution of the number of metrics in use among respondents

is illustrated in figure 8.
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Figure 8: The number of metrics in use by respondents

All individual metrics were indicated as being used by a number of respondents

ranging from 270 to 1 045. This indicates all metrics included in the study to be

rather commonly present in the Finnish marketing metrics systems and thus adequate

for the purpose of the study. Sales, profit / profitability, gross margins, perceived

quality / esteem, total number of consumers, consumer satisfaction, market share,

awareness, marketing spend and number of consumer complaints comprised he top

10 of metrics in terms of frequency of use respectively. All of these metrics were also

listed among the top 15 in the study by Ambler et al (2002a) conducted in the UK,

although in a different order. The final frequency of use of all individual metrics

included in the present study is illustrated in figure 9.
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Figure 9: The use of individual metrics among respondents
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For further analysis, the data concerning question number 23 on the use of metrics

were simplified to binary variables depicting whether individual metrics are in use in

the respondent’s organization or not. The dimension of perceived salience included in

the original question was thus eliminated from the study in order to reach maximal

objectivity and minimize respondent based bias.

3.3 Statistical Analysis Methods

Two multivariate techniques were used to analyze the data. First, factor analysis was

conducted in order to define the underlying dimensions in the marketing performance

measurement, to divide the overall marketing performance in to measurable

subcategories according to current measurement practices and to identify the metrics

assessing each subcategory. Second, cluster analysis was conducted to categorize the

firms and to discover the different metrics profiles in marketing performance

measurement among the respondents. In order to capture the overall picture and to

reduce the number of items used in the cluster analysis, clusters were formed on the

basis of factors instead of individual metrics.

3.3.1 Factor Analysis

Factor analysis denotes a class of procedures primarily used for data reduction and

summarization (Malhotra and Birks 2006, p.572). Factor analysis can be used to

examine the underlying patterns or relationships for a large number of variables and

to determine whether the information can be condensed or summarized in a smaller

set of factors (Hair et al. 2006, pp. 101, 104). The primary purpose is to define the

underlying structure among variables.

Exploratory factor analysis is a widely used and broadly applied technique in social

sciences (Osborne and Costello 2005). In marketing research, factor analysis has been
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widely used in e.g. market segmentation, product research and advertising and pricing

studies, comprising attempts to identify underlying consumer characteristics, habits

and mental models (Malhotra and Birks 2006, p. 573). In the present study, the focus

of interest is placed on models and dimensions of measurement in a corporate

context. A study by Ambler et al. (2004) explores the reasons for metrics selections in

assessing marketing performance, identifying several theoretical approaches affecting

the choice of metrics. Thus, while adopting the perspective of a company, the choice

of metrics is considered to be guided by underlying “mental models”, embodying

both explicit and implicit goals and objectives. Factor analysis is conducted here in

order to identify these dimensions underlying the metrics selection.

The basic idea behind the analysis is to examine relationships between interrelated

variables and to group variables based on underlying dimensions, factors. Factors are

formed as groups of variables that correlate strongly with each other but weakly with

the variables in other groups. Mathematically, the factor model of standardized

variables can be represented as
(3)

ii

m

j
jiji UVFAX

1

)( ,

where iX ith standardized variable

ijA standardized multiple regression coefficient of variable i on common

factor j

F common factor

iV standardized regression coefficient of variable i on unique factor i

iU the unique factor for variable i

m number of common factors.
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The common factors can then be expressed as linear combinations of the observed

variables as
(4)

k

j
jiji XWF

1

,

where iF estimate of ith factor

ijW weight or factor score coefficient of variable j on factor i

k number of variables.

The basic assumption preceding a factor analysis is that the underlying factors cause

the detectable phenomena, not vice versa (Malhotra and Birks 2006, pp. 572-574).

The factors are assumed to represent dimensions within the data that may correspond

to concepts that cannot be adequately described by a single measure (Hair et al. 2006,

p.  104).  Here,  the  purpose  of  conducting  a  factor  analysis  is  to  discover  the

underlying dimensions behind the metric systems for marketing performance

measurement. The individual metrics serve as variables, factors constructed

representing the dimensions of marketing performance underlying the choice of these

metrics.

Concerning the minimum number of cases required for conducting a factor analysis,

as a general rule, there should be at least five times as many observations as the

number of variables to be analyzed (Malhotra and Birks 2006, p. 575). In the data

consisting of 1 157 cases and 41 variables, this subjects-to-variables ratio equals 28.2,

greatly exceeding the limit of 5. The findings resulting from the analysis are thus

considered having sufficient explanatory power.
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To conform to the assertions of Osborne and Costello (2005) concerning the

exploratory factor analysis, a common factor analysis method was chosen.  As the

data did not follow normal distribution, principal components analysis was used as a

factor extraction method. In order to generate a comprehensible factor matrix, the

factors were rotated, which allows facets of the dataset to be viewed from different

perspectives. As the most commonly used method for rotation, the orthogonal

varimax method, maximizing simple structure, was applied in this study. The varimax

rotation method minimizes the number of variables with high loadings on a factor,

thus enhancing the interpretability of the factors (Malhotra and Birks 2006, pp. 581-

582). Orthogonal rotation methods are also a preferred method when the goal is to

reduce the data to a set of uncorrelated measures for subsequent use in other

multivariate techniques, e.g. cluster analysis (Hair et al. 2006, p. 127).

In order to rely on the results of the factor analysis, the appropriateness of the method

for analyzing the data was first investigated. The Kaiser-Meyer-Olkin measure of

sampling adequacy (MSA) compares the magnitudes of the observed correlation

coefficients with the magnitudes of the partial correlation coefficients (Malhotra and

Birks  2006,  p.  577).  Value  of  the  MSA  above  0.50  is  considered  acceptable  for

considering the method as adequate. In the present study, the overall MSA reached

the value of 0.94, exceeding greatly the recommended level and passing the guideline

to be interpreted as “meritorious” (Hair et al. 2006, pp. 114-115). Thus, factor

analysis was considered an appropriate technique for analyzing the data.

Factor loadings represent correlations between the original variables and the factors,

and serve as a key to understanding the nature of a particular factor. Loadings

indicate the degree of correspondence between the variable and the factor, with

higher loadings making the variable representative of the factor (Hair et al. 2006, p.
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102). As a rule of thumb, although factor loadings of ±0.30, 0.40 are minimally

acceptable, values greater than ±0.50 are generally considered necessary for practical

significance (Ibid., 129). Here, the value of 0.40 was defined as the minimum loading

to include a variable in a factor. Still, in order to follow the general practice, in

interpreting the factors, only variables with factor loading over 0.50 were taken into

consideration. Due to loading below 0.40 on any of the factors, first item K23b(6),

“Number of products per consumer”, and later on item K23b(4), “Price sensitivity /

elasticity”, were eliminated from the study. In four instances where variables loaded

0.40 or above on two factors, each variable was assigned to the factor where it had

the highest loading.

In order to define the number of factors to extract, the latent root criterion, also

known as the eigenvalue criterion, was chosen as the most commonly used technique.

Using the eigenvalue for establishing a cutoff is most reliable when the number of

variables is between 20 and 50 (Hair et al. 2006, pp. 119-120). Considering the data

of 41 variables used in this study, the eigenvalue criterion was considered a suitable

choice. Eigenvalue of a factor consists of the sum of squared loadings for a factor,

thus representing the amount of variance accounted for by a factor (Ibid., 102). Each

variable contributes a value of 1 to the total eigenvalue. According to the criterion,

only the factors having latent roots or eigenvalues greater than 1 are considered

significant and factors with eigenvalues less than 1 are disregarded (Ibid. 120). After

eliminations,  the  total  of  nine  factors  with  eigenvalues  above  1,  composed  of

variables loading 0.40 or higher on that factor were extracted, accounting for 63 % of

the total variance. The final percentages of variance explained by each factor are

presented in Appendix C.
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3.3.2 Cluster Analysis

Cluster analysis groups individuals into clusters so that objects in the same cluster are

more similar to one another than they are to objects in other clusters, searching for a

natural structure among the observations based on a multivariate profile (Hair et al.

2006, p. 555). The analysis groups the data into clusters, where the objects in each

cluster tend to be similar to each other and dissimilar to objects in other clusters

based on a set of selected characteristics, exhibiting high internal homogeneity and

external heterogenity (Ibid., 559). Cluster analysis seeks to identify a set of groups

that both minimizes variation within the groups and maximizes variation between

groups by examining the similarities between observations based on profiles of their

scores on a number of measured characteristics (Malhotra and Birks 2006, p. 597).

Cluster analysis is comparable to factor analysis in its objective of assessing

structure, differing, however, in that factor analysis groups variables based on

patterns of variation, whereas cluster analysis groups objects on the basis of distance

(Hair et al. 2006, p. 555). Cluster analysis can be used e.g. for reducing the data from

a questionnaire objectively by reducing the information from an entire population to

information about smaller, specific subgroups (Ibid., 560). In the present study,

cluster analysis was used to identify groups of companies with similar metrics

systems for marketing performance measurement. The analysis was conducted on the

basis of the factors formed in previous analysis in order to first reduce the original

data and to achieve interpretable clustering solutions. Due to the exhaustive number

of metrics included in the questionnaire, a direct clustering based on the original data

would have caused problems at the latest in the phase of interpretation.

As the most commonly used measure of similarity, the Euclidean distance measure

was chosen. The Euclidean distance measure represents the square root of the sum of
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the squared differences in values for each variable (Hair et al. 2006, p. 575). The

cluster analysis was conducted on the basis of the variables established through the

preceding exploratory factor analysis. Because of the relatively large data exceeding

1 000 observations, a nonhierarchical clustering method was chosen as appropriate

(Ibid., 593). The clustering was conducted using non-hierarchical k-means algorithm,

which uses the Euclidean distance as measure. The choice of the clustering procedure

relies on K-means reassignment method, which splits a set of objects into a selected

number of groups by maximizing between-cluster variation relative to within cluster

variation, thus moving objects to the cluster with the closest centroid (Punj and

Stewart 1983).

In a non-hierarchical clustering such as this method, the number of clusters has to be

determined in advance. The analysis was performed with a number of clusters

ranging from 2 to 6. In order to define the number of clusters in the final cluster

solution, two types of stopping rules were applied, including both measures of

heterogeneity change and direct measures of heterogeneity. One of the most widely

used statistical measures of heterogeneity change is the pseudo F-statistic, which

compares the goodness-of-fit of k clusters to k-1 clusters. Highly significant values

indicate that the k-1 solution is more appropriate than the k cluster solution. The

pseudo F value reached its culmination of 98.35 at the 5-cluster solution, the

approximate expected overall R-squared value of significance at the 6-cluster solution

with the value of 0.29. This indicates the 5-cluster solution to be the most appropriate

according to the stopping rule based on heterogeneity change.

The most common direct measure of heterogeneity is the cubic clustering criterion, a

measure of the deviation of the clusters from an expected distribution of points

formed by a multivariate uniform distribution. Based on the cubic clustering criterion,
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a 5-cluster solution achieved the highest CCC value of 1.344 and was thus considered

the final cluster solution also based on heterogeneity. The 5-cluster classification has

a balanced distribution of cases (clusters consisting of 205, 130, 286, 251 and 285

respondents, respectively) and seems to provide a viable choice where within-cluster

distances are fair. A hierarchical clustering, conducted with the Ward’s method in

order to cross-check the outlook following the recommendations by Punj and Stewart

(1983), also seemed to support this classification. (Hair et al. 2006, p. 594) Thus, the

final number of clusters was determined as five.

In order to characterize the resulting clusters and to profile the companies comprising

each cluster, a cross-tabulation was conducted between the clusters and contextual

factors such as branch, company size by annual turnover, market life span and the

firm’s position in the market. The clusters were then characterized according to the

deviations from expected values based on the overall distribution of observations.

The expected values and deviations are presented in Appendix C.

3.4 Validity and Reliability

The validity of a questionnaire assesses the extent to which a scale or set of measures

accurately represents the concept of interest (Hair et al. 2006, p. 137). This can be

assured by pre-testing the questionnaire or using questions already validated in earlier

research. Therefore, the questions or individual items of the survey were mostly

derived from previous research. All of the questions were based on well grounded

theory, and carefully worded in order to assure that the vocabulary and construct of

the questions would be correctly understood by respondents. The questionnaire was

also pre-tested in order to track obscurities and inconsistencies.
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A possible cause of concern stems from the absence of an “other”-option in the

question addressing the use of metrics. Possible answers were thus limited to the

alternatives provided in the questionnaire. However, as all the items, except for the

added item of customer lifetime value, correspond directly to the metrics pattern

validated in the study by Ambler et al (2002a), the pattern is considered valid and

comprehensive enough considering the purpose of the study. Another possible

leading characteristic was the pre-grouping of the metrics in order to improve the

readability of the question contained in a rather long questionnaire. Again, the study

by Ambler et al. (2002a) was used as a basis for this grouping. As the items in the

present study were regrouped via factor analysis, the resulting groupings were only

partly consistent with the original groups presented in the questionnaire. This

indicates that the possible effect of leading the responses would not cause serious

concern. The intermediate use of factor analysis also eliminated the possible effect

from further proceedings.

In terms of reliability, the total error of a research design is defined as the variation

between the observed mean value obtained and the true mean value of the variable in

interest in the population, consisting sampling and non-sampling, including response

and non-response errors (Malhotra and Birks 2006, p. 74). The sampling error was

minimized in targeting the whole sampling frame, considered as the best available

representation of the population. Still, the sampling frame was limited to potential

respondents with e-mail address listed in the MicroMedia directory. This adds an

element of convenience to the process and might skew the results as not all Finnish

companies are listed in the directory. In addition, of those listed, not all have

provided  their  e-mail  addresses,  which  might  further  affect  the  final  target  group

presented in the sampling frame. Still, the addresses compiled in the directory were

considered rather comprehensive as representative of Finnish companies. Response
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errors occur when respondents give inaccurate answers or the answers are mis-

recorded or mis-interpreted by the researcher. Given the survey method used, the

researcher-based errors could be eliminated. The respondent-based errors were

minimized through careful wording and design of the questionnaire. Given the

simplicity of the phrasing of the main individual question used in this research study,

the responses are assumed to be quite accurate.

Reliability also assesses the degree of consistency between multiple measurements of

a variable. A commonly used measure of reliability is internal consistency, which

applies to the consistency among the variables in a summated scale. The most widely

used measure for the consistency of a scale is the Cronbach’s alpha (Hair et al. 2006,

p. 137), measuring internal consistency as the average of all possible split-half

coefficients resulting from different ways of splitting the scale items (Malhotra and

Birks 2006, p. 314).

In order to measure each factor’s internal consistency reliability, the Cronbach’s

alpha method was used. Cronbach’s coefficient alpha represents the average of all

possible split-half coefficients resulting from different ways of splitting the scale

items. In exploratory study, a value above 0.60 is generally accepted as satisfactory

internal consistency. (Malhotra and Birks 2006, p. 314, Hair et al. 2006, pp. 102, 137)

Thus, all factors were proved internally consistent and thus reliable. The Cronbach’s

alpha values were calculated for each factor, all exceeding the generally accepted

minimum level of 0.60 in exploratory research (Malhotra and Birks 2006, p. 314) 4.

Concerning cluster analysis, criterion validity can be established by examining

differences in variables not included in the cluster analysis but for which a theoretical

4 The exact values for Cronbach’s alpha are presented in table 5.
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and relevant reason enables the expectation of variation across clusters (Hair et al

2006). In the present study, this was achieved by comparing the clusters with

contextual  factors,  such  as  branch,  company  size,  state  of  the  market  and  the

company’s position in it. All these factors are considered affecting a firm’s business

goals and strategy formulation, thus also affecting the choice of metrics (e.g. Ambler

et al. 2004, 2002a). The cross-tabulations appeared to support assumptions emerging

from interpreting the clusters by providing theoretically sensible reasons for metrics

selections, thus indicating the criterion to be valid.

Following the assessment of individual methods for data collection and analysis, the

overall validity and reliability of the study were considered adequate.
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4 Results and Analysis
In this chapter, the findings derived from analysis presented in previous chapter are

presented and interpreted. Additional cross-table analyses were conducted in order to

ease the interpretation – however, these analyses served rather as to support the

conclusions and are thus presented only on aggregate level.

4.1 Factor Analysis

The factor analysis revealed 9 underlying patterns that are identified as dimensions

for measuring marketing performance. The results of the factor analysis are presented

in Table 5.

Table 5: Factors representing dimensions of marketing performance

Factor Metrics Factor
loading h² Cronbach's

alpha

Awareness 0.698 0.578
Salience 0.683 0.530
Perceived quality / esteem 0.675 0.606
Consumer satisfaction 0.629 0.520
Relevance to consumer 0.667 0.580
Image / personality / identity 0.692 0.580
(Perceived) differentiation 0.623 0.559
Commitment / purchase intent 0.641 0.539
Other attitudes, e.g. liking 0.645 0.553

F1

Knowledge 0.650 0.549

0.898

Market share 0.594 0.560
Relative price 0.612 0.556
Loyalty (share) 0.622 0.587
Penetration 0.583 0.567
Relative consumer satisfaction 0.585 0.632
Relative perceived quality 0.591 0.655

F2

Share of voice (0.496) 0.549

0.836
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Sales 0.821 0.758
Gross margins 0.720 0.638F3
Profit / profitability 0.815 0.742

0.836

Shareholder value 0.744 0.658
Economic value added (EVA) 0.783 0.719
Return on investment (ROI) 0.569 0.562F4

Customer lifetime value (CLV) 0.559 0.567

0.757

Number of new products in period 0.704 0.626
Revenue of new products 0.836 0.820F5
Margin of new products 0.795 0.773

0.818

Number of consumer complaints (0.443) 0.537
Customer satisfaction 0.783 0.751F6
Number of customer complaints 0.838 0.825

0.746

Total number of consumers 0.795 0.768
Number of new consumers 0.822 0.786F7
Loyalty / retention 0.604 0.603

0.794

Purchasing on promotion 0.525 0.542
Distribution / availability 0.558 0.654
% discounts 0.557 0.498F8

Marketing spend (0.451) 0.496

0.669

Number of leads generated /
inquiries 0.834 0.788F9
Conversions (leads to sales) % 0.808 0.781

0.808

The 9 factors derived from the analysis are distinctive by their essence and in sum

demonstrate the dimensions used by Finnish companies to address marketing

performance. As a basis for interpreting the factors, the relation of these dimensions

with the overall concept of marketing performance presented in the theoretical

framework is illustrated in figure 10.
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Figure 10: Visualization of the factors relative to the theoretical framework

As demonstrated in the figure, several correspondences emerge between the

theoretical framework and the actual dimensions of marketing performance

measurement in Finnish companies. Factors 1, 2, 3 and 7 address directly the

elements of marketing effectiveness presented in the framework. The concept of

marketing assets is divided in two sections, consistently with the previous literature

regarding brand equity and customer equity (e.g. Ambler et al. 2002b; Rust et al.

2004a). Factor 4, addressing the direct impact of marketing on shareholder value, is

also directly consistent with the framework. Factor 8 assesses the health of marketing

actions, especially concentrating on delivery chain management. Factor 5 appears to

fit in two alternative locations on the framework depending on the context and

interpretation. On the other hand, the dimension of marketing performance

measurement captured in this factor can be viewed as addressing the health of new
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product development activities. On the other hand, this dimension can be viewed as

assessing the firm’s ability to innovate, incorporated in the concept of learning.

Factor 6 represents direct feedback from customers. Factor 9 assesses the sales

management performance in terms of both generating new prospects and converting

prospects to actual sales, thus representing direct market feedback. Thus, both factors

6 and 9 serve as feedback inputs to the process of learning.

To summarize, the firms in the data used 9 dimensions to measure their marketing

performance, interpreted as follows:

1) Brand equity – covering  both actual and potential customer attitudes,

perceptions, thoughts and feelings

2) Market position – describing the position of the firm relative to competitors

3) Cash flow / financial position–  including  the  measures  of  the  level  of

incoming cash flow and profitability as the difference between this cash flow

and the investment required

4) Shareholder value management – representing the proportion of income cash

flow to investments

5) Product development management / innovation –  addressing  the  success  of

innovation in terms of new product development and financial value

6) Customer feedback– addressing the satisfaction outcomes and success of

managing relationships with customers

7) Customer equity – describing the nature and development of the customer

base

8) Distribution channel management – addressing the success of managing the

distribution side of the supply chain

9) Sales management / market feedback – indicating the success of sales in terms

of developing new customers
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The correspondences between the marketing performance matrix and the identified

dimensions of marketing performance, comprising the current measurement systems

of Finnish companies, are presented in Table 6.

Table 6: Underlying dimensions relative to the marketing performance matrix

Firm Customer Market Finance Shareholder

Adaptiveness
Customer
Feedback:

F6

Market
Feedback:

F9

Effectiveness
Marketing

Assets:
F1, F7

Market
Position:

F2

Financial
Position:

F3

Efficiency
Marketing
Activities:

F5, F8

SHV Impact:
F4

As demonstrated in the matrix, the current measurement systems appear to emphasize

marketing effectiveness. However, as noted in chapter 2, the sections representing

marketing efficiency can be derived from the measures of marketing effectiveness by

addressing the change in the outcomes relative to marketing investment. Internal

measures of marketing effectiveness and adaptiveness concerning strategies and

orientation are hard to quantify in terms of direct performance and, from this

perspective, redundant to measure as such. These dimensions are rather considered

subject to feedback concerning external performance. Therefore, the possible frailties

in the current measurement systems, as demonstrated in the matrix, appear to

concentrate towards the upper right corner consisting of financial and shareholder

value, especially in terms of adaptiveness. This might indicate a need for further

developing systems for gathering feedback from financial and shareholder value

perspectives.
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4.2 Cluster Analysis

After identifying the different dimensions through the factor analysis, these

standardized variables were subjected to K-means cluster analysis. The purpose was

to identify the diverse contextual practices and different profiles of marketing

performance measurement. The final cluster centroids, representing the mean values

of the observations contained in the cluster on each of the factors, are presented in

Table 7.

Table 7: Cluster centroids of the groupings of companies

Cluster
Factor

1
Factor

2
Factor

3
Factor

4
Factor

5
Factor

6
Factor

7
Factor

8
Factor

9

1 -0.474 -0.520 0.589 0.356 -0.393 0.465 -0.859 0.183 -0.334
2 -0.403 -0.212 -2.364 -0.329 -0.174 -0.142 -0.352 -0.278 -0.279
3 -0.277 0.794 0.068 0.677 0.468 0.019 0.318 0.173 0.432
4 0.464 -0.891 0.268 -0.040 0.487 -0.054 0.278 -0.475 0.315
5 0.395 0.459 0.350 -0.748 -0.537 -0.241 0.215 0.240 -0.343

The cluster centroids serve as a basis for interpreting and further profiling the clusters

(Malhotra and Birks 2006, p. 606). According to the analysis, five different practices

in which firms weight the different dimensions of marketing performance in their

measurement systems were identified. The centroids presented in table 7 enable to

describe each cluster in terms of the marketing performance dimensions as

represented by the factors identified previously.

In order to ease the interpretation, the factors present in each cluster, either with a

positive or a negative impact, are presented in table 8. Factor 3 as having an

exceptionally high value on cluster 2 is bolded in the table. Factors with rather low

values, either positive or negative, are marked in gray.
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Table 8: Interpreting the clusters: factors representing the cluster centroids

Cluster 1 Cluster 2 Cluster 3 Cluster 4 Cluster 5

+ Cash flow /
financial position

+ Customer
feedback

+ Shareholder
value mgmt

+ Distribution
channel mgmt

+ Market position

+ Shareholder
value mgmt

+ Product
development
mgmt / innovation

+ Sales mgmt /
market feedback

+ Customer
equity

+ Distribution
channel mgmt

+ Cash flow /
financial position

+ Customer
feedback

+ Product
development
mgmt / innovation

+ Brand equity

+ Sales mgmt /
market feedback

+ Customer
equity

+ Cash flow /
financial position

+ Market position

+ Brand equity

+ Cash flow /
financial position

+ Distribution
channel mgmt

+ Customer
equity

- Customer equity

- Market position

- Brand equity

- Product
development
mgmt / innovation

- Sales mgmt /
market feedback

- Cash flow /
financial position

- Brand equity

- Customer equity

- Shareholder
value mgmt

- Sales mgmt /
market feedback

- Distribution
channel mgmt

- Market position

- Product
development
mgmt / innovation

- Customer
feedback

- Brand equity - Market position

- Distribution
channel mgmt

- Customer
feedback

- Shareholder
value mgmt

- Shareholder
value mgmt

- Product
development
mgmt / innovation

- Sales mgmt /
market feedback

- Customer
feedback
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Table 8 serves as a basis for interpreting the clusters. A cross tabulation between the

clusters and the average number of metrics in use was conducted in order to validate

some assumptions rising in the course of interpreting the clustering results,

particularly concerning cluster 2 on which all factors have negative values. Cluster 2

was found to consist of companies using none or rather few of the listed metrics.

Eventually, the clusters were named and interpreted as follows:

1) Parsimony seekers – exploiting direct internal and external feedback received

from both customers and financial statements. Do not put effort on collecting

specific information on marketing performance, but concentrate on readily

available data.

2) Casual marketers – not concentrating on any specific dimension of

measurement, using only some measures or miscellaneous measures, or not

measuring marketing performance at all. The extremely strong negative

loading on cash flow measures indicates indifference or even a negative

attitude towards financial performance and profitability.

3) Data collectors – tracking all of the listed metrics or otherwise a rather broad

scale of measures. Collecting measures regarding different types of

performance in terms of both focus and benchmark, including metrics

assessing market position, shareholder value, product development, sales and

customer base.

4) Future builders – concentrating on measures predicting growth, such as

product development and commercialisation, brand equity and sales

management. Ignoring static measures addressing the current state of

performance, regarding e.g. current market position or present channel efforts

and relationships.
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5) Conventional marketers – using rather classical measures of marketing

performance, assessing market position, brand and financial outcomes.

Excluding measures related to a broader conception of marketing as

incorporating e.g. concepts such as shareholder value, product development

and sales under the concept of marketing.

Unexpectedly, no apparent correspondences with the assumed approaches to, or

levels of, marketing performance were found in comparing the clusters with the

theoretical framework. The dimensions present in different measurement systems

appeared to spread relatively fragmentarily across the framework, providing no

evident explanation for the emerging profiles of measurement. The differences

between clusters did not seem to comply with neither different approaches to

marketing performance nor different levels of impact of marketing. Therefore, the

characteristics of each cluster were further explored by further cross tabulating the

clusters with several key contextual dimensions, including company size in terms of

the annual turnover, branch, life span of the market and the individual firm’s position

in it.

Chi-square test was conducted in order to test whether significant deviations exist

between the observed frequencies in each cluster and the frequencies expected based

on the overall deviation of observations. (Malhortra and Birks 2006, p. 476). All

cross tabulations showed statistically significant (p<0.0001) differences between the

clusters. The typical factors determining each cluster were identified by examining

the deviations of observation frequencies from the expected frequencies, based on the

overall distribution of observations. The results of the cross table analysis,

representing proposed typical characteristics illustrating each cluster, are summarized

in table 9.
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Table 9: Profiling the clusters: cluster characteristics

Cluster Size
(turnover) Branch Market Position

Group 1:
Parsimony
seekers

– * Manufacturing
* Construction

* Mature
* Declining

* Challenger
* Follower

Group 2:
Casual
marketers

<10 meur * Organizational
activities, non-profit

* Growing
* Declining

* Only
company
* Follower

Group 3:
Data
collectors

>100 meur

* Commission and
wholesale trade
* Financial
intermediation

* Growing * Leader
* Challenger

Group 4:
Future
builders

350 k eur –
100 m eur

* Computer and related
activities
* Other business
activities
* Public administration
and defence

* Newly
emerging
* Growing

* Follower

Group 5:
Conventional
marketers

10 m eur –
1000 m eur

* Retail trade
* Hotels and
restaurants
* Recreational, cultural
and sporting activities

* Mature * Leader
* Follower

Based on the cross-tabulations, the typical profiles of companies with different

marketing performance measurement systems appear to be roughly classified as

differing by contextual factors. However, these classifications are only based on

apparent deviations from expected frequencies and must be interpreted with caution.

The five profiles are here characterized as follows:
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Group 1: Parsimony seekers

The  typical  firms  forming  the  first  cluster  operate  in  the  manufacturing  or

construction industries, with mature or declining markets. Typically companies

identified themselves as market challengers or followers, respectively with second or

third largest market share or smaller. In terms of annual turnover, companies forming

the first cluster were distributed relatively evenly among the different categories, with

no apparent trend towards one end or another.

Group 2: Casual marketers

The second cluster was composed of primarily idealistic non-profit organizations and

small companies with annual turnover below 10 million euro. Companies typically

represent either the only companies in the market or market followers with a

relatively small market share. The lack of marketing performance measurement might

thus be explained either by the lack of interest towards profitability, provided other,

more idealistic organizational goals, or by lack of resources in smaller for-profit

companies.

Group 3: Data collectors

The firms in the third cluster represent generally larger companies with an annual

turnover of over 100 million euro. The typical companies included in the group

operate in commission and wholesale trade or financial intermediation, including

financial and insurance corporations and banking. The companies represent market

leaders or challengers in typically growing markets. The exhaustive amount of

measures in use might thus be interpreted as partly due to sufficient resources

available for performance measurement and, on the other hand, by the competitive

pressure for constantly tracking the success.
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Group 4: Future builders

The fourth cluster consists of market followers in newly emerging or growing

markets in industries focused on computer and related activities, other business to

business activities such as legal services, accounting, consulting and research

activities, and public administration. In terms of annual turnover, the companies

placed typically in the lower middle range. For companies in the private sector, the

nominating factor seems to be a strong orientation towards growth.

Group 5: Conventional marketers

In terms of annual turnover, the last cluster situates in the upper middle range.

Typical industries present in this group include consumer services such as retail trade,

hotels and restaurants, and recreational, cultural and sporting activities. The

companies typically represent market leaders or followers in mature markets showing

little signs of change.

The profiles identified in the cluster analysis imply that the measurement systems

adopted by companies are at least partly affected by factors emerging from the

context of the business. Companies of different sizes, in different branches, markets

and market positions tend to emphasize different dimensions in measuring and

evaluating marketing performance. This supports the suggestion of adapting the

normative performance measurement system, presented in the theoretical framework,

to the dynamic goals and practices emerging from a particular corporate context. As

Blenkinsop and Burns (1992) suggest, measurement systems in practice are derived

from corporate strategy and culture, synthesizing analysis of external environment

and evaluation of internal capabilities.
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5 Summary and Conclusions
The findings of the study support the idea of viewing marketing performance from

both normative and contextual perspectives (cf. Blenkinsop and Burns 1992; Morgan

et al. 2002). The normative system provides a universal and relatively static

conceptual framework representing how the marketing performance process operates,

based on a fixed concept of organization ideals, whereas contextual systems are

embedded in the organizational context of specific firms, representing applications of

a normative system in a particular corporate context (Blenkinsop and Burns 1992;

Lewin and Minton 1986).

5.1 Discussion

The theoretical part of the study concentrated on building a universal framework

portraying marketing performance from the shareholder perspective and identifying

theoretical dimensions of marketing performance. According to the framework,

marketing performance assessment is divided in three distinctive but related

approaches; marketing efficiency, effectiveness and adaptiveness. These three

approaches are viewed in terms of five levels of marketing impact; company,

customer, market, financial and shareholder. In order to capture the whole impact of

marketing on business performance, all these dimensions are presumed to be included

in a comprehensive marketing performance measurement system. The theoretical

framework presented represents a normative process of marketing performance from

a shareholder value perspective.

The empirical part of the study explored the current marketing performance

measurement practices in Finnish companies. Nine underlying dimensions assessing

marketing performance were recognized, and five different profiles of measurement
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identified based on these dimensions. Several correspondences were found between

the dimensions of marketing performance identified and the theoretical dimensions

presented in the framework. However, the theoretical framework provided no

apparent basis for the emergence of different measurement profiles. Instead, the

different metrics systems were justified by comparison with contextual factors, such

as branch, turnover, nature and lifespan of the market and the firm’s position in it.

Thus, the measurement profiles identified were seen as representing contextual

implications of the normative framework. Consistent with the findings of the present

study, a study by Ambler et al (2004) also found that business sector importantly

moderates the metrics selection, at least partly because competitive benchmarking

requires similar metrics to be available.

Dimensions representing brand and customer equity as well as market and financial

position emerged in the factor analysis covered the intermediate factors determining

marketing effectiveness in the theoretical framework. As seen in the previous

chapters, marketing efficiency can be derived from these measures by addressing the

change in these dimensions relative to the investments in marketing. The view of

marketing adaptiveness in terms of both learning and innovation also seemed to

receive support from the empirical findings of the study. Customer and market

feedback emerged as consistent with the concept of learning, whereas the success of

developing new products to the market was interpreted as an indicator of innovation.

Thus, the elements of marketing performance presented in the theoretical framework

appeared to be consistent with the dimensions underlying current measurement

practices.

Interestingly, factors consistent with the categorization of marketing activities

proposed by Srivastava et al. (1999), classifying marketing activities in three



80

categories: product development management, supply chain management and

customer relationship management emerged among others. Another interesting notion

is the recognition of sales performance as a dimension of marketing success. These

notions suggest an adoption of a rather broad view of marketing, less as a function

than a process for the business as a whole, in Finnish companies. Also, the classical

measures of marketing communications performance (e.g. share of voice, marketing

spend) did not form a distinct dimension as might have been expected, but instead

broke up under other dimensions as frail variables. This was found especially

surprising considering the recent studies on the impact of advertising and marketing

communication on shareholder value showing a significant effect (e.g. Luo and

Donthu 2006; McAlister et al. 2007; Kim and Morris 2003).

On the contrary, concerning the cluster findings, an interesting notion was the

distinction of “Conventional marketers”, assessing marketing performance mainly by

three dimensions of measurement directly consistent with the “traditional” levels

suggested by e.g. Srivastava and Reibstein (2004): market-based assets, marketplace

consequences and the effect on short-term performance and long-term value.

5.2 Conclusions

In order to identify the caption of marketing’s contribution to shareholder value in the

measurement practices of Finnish companies, a theoretical framework illustrating the

overall marketing performance from a shareholder perspective, presented in figure 7,

was first introduced. The actual measurement practices were then explored and

interpreted in terms of correspondences with the framework. Several correspondences

were found between the framework and the dimensions of marketing performance in

practice, suggesting at least a fair consistency between the theory and the actual
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model of performance. To get back to and answer the research questions introduced

in the beginning, following conclusions are drawn from the study.

How can marketing performance be assessed and measured?

In order to assess the overall marketing performance, a multidimensional set of

metrics is needed, including both financial and non-financial measures addressing

both marketing inputs and outputs. These measures, in turn, need to be evaluated

against both internal and external benchmarks, adjusted for the effects brought

forward from past and carried forward for future periods. The marketing performance

matrix presented in table 1 serves as a basis for constructing a comprehensive set of

metrics assessing marketing performance. However, the matrix only provides

universal guidelines and needs to be carefully adapted to specific corporate context.

How does marketing contribute to the overall business performance and shareholder

value?

In measuring and evaluating marketing performance, three different perspectives

need to be taken into account: effectiveness, efficiency and adaptability. In addition,

marketing’s contribution on the overall business performance and shareholder value

can be assessed in terms of five levels of impact: the firm, customer, market, financial

and shareholder. All of these approaches and levels of measurement need to be

incorporated in a comprehensive marketing performance measurement system.

What dimensions of marketing performance can be identified as underlying the

current measurement systems in Finnish companies?

In the study, nine dimensions of marketing performance were identified as underlying

the current marketing performance measurement systems of Finnish companies.

These dimensions were interpreted as representing brand equity, market position,
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cash flow / financial position, shareholder value management, product development

management / innovation, customer feedback, customer equity, distribution channel

management and sales management / market feedback, in respective order of variance

explained.

How do the performance measurement systems in different companies differ in

regard to these dimensions? What kind of measurement profiles can be identified?

What characterizes the firms with different measurement profiles?

The choice of metrics in different companies was found to differ at least partly based

on contextual factors such as company size, branch, life span of the market and the

company’s position in it. Five segments of companies of relatively equal size were

identified based on different measurement systems in use, labeled as Parsimony

seekers, Casual marketers, Data collectors, Future builders and Conventional

marketers. The characteristics of each segment in terms of contextual factors are

further described in table 9.

How does the marketing performance measurement practice in Finland fit the

concept of shareholder value as the ultimate goal of marketing?

Overall, several correspondences were found between the framework, representing

marketing’s theoretical contribution to shareholder value, and the current practices of

marketing performance measurement. Still, based on the study, financial and

shareholder feedback were identified as possible frailties of measurement systems

thus requiring special attention. This finding is consistent with the recent calls for

greater marketing accountability and discussions on the practices of reporting

marketing performance to the external stakeholders.
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5.3 Managerial Implications

The theoretical framework presented in chapter 2 serves as a practical model for

understanding marketing performance from overall business performance and

shareholder perspectives. The model serves as a basis for both formulating effective

marketing strategies and assessing the efficiency of strategy implementation, also

taking into consideration the need to adapt to the business environment. In following

the model, all levels of marketing impact concerning the company, customer, market

and financial perspectives are incorporated in a comprehensive view on the ultimate

effect of marketing on business performance.

In developing a comprehensive set of marketing performance metrics, all factors

presented in the framework should be taken into consideration. The marketing

performance matrix presented in table 1 serves as a basis for gathering a set of

measures small enough to be measurable but large enough to be comprehensive. Still,

the study revealed significant differences in the measurement profiles of different

types of companies regarding contextual factors such as the business environment and

objectives. This indicates that although all factors of marketing performance need to

be considered carefully, the final dashboard or selection of metrics may need to be

adjusted according to the corporate context. The measurement profiles identified in

the cluster analysis may, although with caution and careful consideration, be used as

benchmarks for the measurement systems of companies in different phases and to

identify the nature and thrusts underlying the current metrics selections.

5.4 Limitations and Implications for Future Research

Concerning the quantitative method chosen for conducting the study, the implications

of the findings in explaining actual performance in are rather limited. A qualitative

study would be needed in order to investigate the actual models used in selecting the
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metrics and to confirm the assumptions concerning the underlying dimensions

emerging from the analysis.

In order to achieve a comprehensive general view, the present study was conducted

on the basis of the whole data collected, including all business sectors and industries.

According to the findings of the study, there are significant differences between the

measurement practices among different types of companies and business

environments. An interesting topic to be researched further would be comparing the

results of this study with findings from more limited data sets, for example

concentrating on specific sectors or industries. This might also provide more detailed

and fine-tuned information on the construct of marketing performance dimensions

among specific industries.

The scope of the data used in the study was rather limited as concentrating only on

the two-dimensional view of the use of metrics. Concerning future research, the

breadth and depth of the collected data as a whole allows e.g. further investigating the

relationships and causalities between the dimensions of marketing performance

proposed. Ambler et al. (2002a, 2004) assume that metrics in use are related to and

serve as indicators of organizational goals – on the other hand, actual performance

directs the choice of measures, “what you measure is what you get”. Thus, it would

be interesting to compare the choice of metrics with the actual or perceived

performance in terms of the identified dimensions. Do companies, in fact, get what

they measure? Another interesting research subject would be to compare the different

clusters in terms of actual performance – does some set of metrics indicate better

guidelines for directing marketing than another? Do the clusters differ from each

other in terms of actual performance?
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The present study is considered to provide a quite extensive description of the current

marketing performance measurement practices in the Finnish context. However, as

demonstrated in a study by Barwise and Farley (2004), there are significant country-

specific differences in the use of marketing metrics – therefore, the findings of this

study are limited to describing the current state of measurement in Finland only. Any

international generalizations must be treated with caution. This emerges a further

interest for making international comparisons of the constructs of underlying

dimensions of marketing performance.

The theoretical framework was constructed based on the conception of shareholder

value as the ultimate goal of any business activity. This raises the question, whether

the framework presented is consistent with the actual perceptions of shareholders –

how do financial markets actually evaluate marketing performance in practice, and

are these views consistent with the framework presented? Is the presented framework

as a contender for assessing the value of marketing actions recognized by the stock

market  and  thus  reflected  in  market-to-book  ratios  or  other  measures  assessing

financial market performance? In addition to the measurement practices covered in

this study, different practices can be identified in reporting the achieved marketing

performance to internal and external stakeholders. These reporting practices might

also affect the financial market’s ability to assess a firm’s marketing performance and

therefore provide an intriguing topic for further research.
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Appendix B: Question 23 Translated in English

Marketing performance metrics: which of the following metrics are currently in use

in your business unit? Which metrics are / would be most essential according to your

opinion? Please choose the appropriate response for each item (in use, essential / in

use, not essential / not in use, essential / not in use, not essential):

a) Metrics assessing consumer / end user thoughts and feelings

Awareness (prompted, unprompted or total)
Salience (prominence, stand out)
Perceived quality / esteem (how highly rated)
Consumer satisfaction (confirmation of expectations)
Relevance to consumer (“my kind of brand”)
Image / personality / identity (strength of  individuality)
(Perceived) differentiation (how distinct from other brands)
Commitment / purchase intent (expressed likelihood of buying)
Other attitudes, e.g. liking (may be a variety of indicators)
Knowledge (experience with product attributes)

b) Metrics assessing consumer / end user behavior

Total number of consumers (customers)
Number of new consumers
Loyalty / retention (e.g. % buying this year and last)
Price sensitivity / elasticity (any measure of volume elasticity)
Purchasing on promotion
Number of  products per consumer (the width of range end user buys)
Number of leads generated / inquiries (number of new prospects)
Conversions (leads to sales) %
Number of consumer complaints (level of end user dissatisfaction)

c) Metrics assessing the quality of the relationship with trade customer / retailer

Distribution / availability (e.g. number of stores)
Customer satisfaction
Number of customer complaints
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d) Metrics assessing market performance relative to competitors

Market share (share of market by sales volume)
Relative price (e.g. share of market by value / share of market by volume)
Loyalty of the market share (share of category requirements)
Penetration (share of total who buy in a period)
Relative consumer satisfaction (satisfaction relative to competitors)
Relative perceived quality (perceived quality relative to quality leader)
Share of voice (share of advertising relative to category)

e) Metrics assessing innovation productivity

Number of new products in a period (new product launches)
Revenue of new products (turnover, sales)
Margin of new products (gross profit)

f) Metrics assessing financial performance

Sales (value and / or volume)
% discount (allowances as % of sales)
Gross margins (gross profit as % of sales turnover)
Marketing spend (e.g. advertising, PR, promotions)
Profit / profitability (profit before tax)
Shareholder value
Economic value added (EVA)
Return on investment (ROI)
Customer lifetime value (CLV)
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 Appendix C: SAS Printouts
Eigenvalues of the Correlation Matrix: Total

= 39 Average = 1

Eigenvalue Difference Proportion Cumulative

1 12.3381870 9.9220993 0.3164 0.3164

2 2.4160877 0.4472993 0.0620 0.3783

3 1.9687884 0.2184481 0.0505 0.4288

4 1.7503403 0.3014046 0.0449 0.4737

5 1.4489357 0.1269642 0.0372 0.5108

6 1.3219715 0.1091849 0.0339 0.5447

7 1.2127866 0.0963128 0.0311 0.5758

8 1.1164738 0.1004158 0.0286 0.6045

9 1.0160580 0.1328287 0.0261 0.6305

10 0.8832293 0.0908594 0.0226 0.6532

11 0.7923699 0.0699516 0.0203 0.6735

12 0.7224183 0.0279756 0.0185 0.6920

13 0.6944427 0.0240466 0.0178 0.7098

14 0.6703961 0.0115717 0.0172 0.7270

15 0.6588244 0.0506128 0.0169 0.7439

16 0.6082116 0.0196335 0.0156 0.7595

17 0.5885781 0.0137328 0.0151 0.7746

18 0.5748453 0.0192994 0.0147 0.7893

19 0.5555459 0.0234809 0.0142 0.8036

20 0.5320650 0.0200800 0.0136 0.8172

21 0.5119850 0.0083085 0.0131 0.8303

22 0.5036765 0.0139272 0.0129 0.8432

23 0.4897492 0.0118899 0.0126 0.8558

24 0.4778593 0.0080393 0.0123 0.8680

25 0.4698201 0.0230251 0.0120 0.8801

26 0.4467950 0.0224823 0.0115 0.8915

27 0.4243127 0.0099291 0.0109 0.9024

28 0.4143836 0.0127537 0.0106 0.9131

29 0.4016298 0.0210416 0.0103 0.9234

30 0.3805882 0.0092994 0.0098 0.9331

31 0.3712888 0.0298915 0.0095 0.9426

32 0.3413973 0.0136102 0.0088 0.9514

33 0.3277871 0.0341449 0.0084 0.9598

34 0.2936422 0.0044618 0.0075 0.9673

35 0.2891805 0.0135058 0.0074 0.9747

36 0.2756746 0.0214596 0.0071 0.9818

37 0.2542150 0.0180616 0.0065 0.9883

38 0.2361534 0.0168476 0.0061 0.9944

39 0.2193058 0.0056 1.0000
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Rotated Factor Pattern

Factor1 Factor2 Factor3 Factor4 Factor5 Factor6 Factor7 Factor8 Factor9

K23a (1) K23a (1) 0.69762 0.23613 0.10137 -0.02090 0.08359 -0.00268 0.07871 0.08952 0.05783

K23a (2) K23a (2) 0.68265 0.16780 0.05568 0.12534 0.07041 0.03769 0.04903 0.06558 0.06522

K23a (3) K23a (3) 0.67524 0.09488 0.24295 0.01757 0.09884 0.20981 0.11803 -0.10535 0.05112

K23a (4) K23a (4) 0.62847 0.00759 0.21148 0.05533 0.07790 0.20741 0.15373 -0.04311 0.04567

K23a (5) K23a (5) 0.66679 0.08038 0.01483 0.19772 0.02499 0.07347 0.11613 0.25311 0.07620

K23a (6) K23a (6) 0.69172 0.22388 0.08516 0.04908 0.08769 0.02950 0.04784 0.14915 0.09507

K23a (7) K23a (7) 0.62255 0.22220 0.09203 0.09414 0.10159 0.02488 0.10367 0.21536 0.19205

K23a (8) K23a (8) 0.64111 0.15536 0.05421 0.11052 0.09172 0.12868 0.18243 0.15995 0.06780

K23a (9) K23a (9) 0.64499 0.18468 -0.00886 0.13056 0.07452 0.07537 0.12069 0.24058 0.04264

K23a (10) K23a (10) 0.65034 0.10382 0.08502 0.17044 0.09153 0.15989 0.15830 -0.01052 0.14088

K23b (1) K23b (1) 0.23109 0.10147 0.19013 0.00670 0.07562 0.03441 0.79455 0.11447 0.13021

K23b (2) K23b (2) 0.21811 0.12050 0.05932 0.08734 0.09860 0.04001 0.82240 0.08653 0.13207

K23b (3) K23b (3) 0.34073 0.22156 0.09919 0.17411 0.10179 0.01502 0.60400 -0.05571 0.13740

K23b (5) K23b (5) 0.26185 0.11007 0.01763 0.04393 0.10305 0.10841 0.21788 0.52450 0.33720

K23b (7) K23b (7) 0.15952 0.09438 0.12188 0.07511 0.08172 0.01478 0.16918 0.05280 0.83352

K23b (8) K23b (8) 0.21579 0.10690 0.08141 0.15355 0.09833 0.04605 0.12585 0.11395 0.80772

K23b (9) K23b (9) 0.27061 0.11947 0.20378 0.07743 0.12229 0.44310 0.26292 -0.09579 0.33577

K23c (1) K23c (1) 0.16196 0.21406 0.05407 0.10884 0.17241 0.46855 -0.03626 0.55806 -0.07203

K23c (2) K23c (2) 0.24890 0.16111 0.13651 0.06685 0.11800 0.78326 0.00443 0.11259 0.00265

K23c (3) K23c (3) 0.13887 0.18150 0.10227 0.11711 0.14132 0.83760 0.03111 0.15747 0.03953

K23d (1) K23d (1) 0.17823 0.59360 0.35063 -0.03218 0.08380 0.06283 0.10627 0.16954 -0.03358

K23d (2) K23d (2) 0.17492 0.61151 0.13241 0.13277 0.14669 0.09924 0.16363 0.23958 0.01739

K23d (3) K23d (3) 0.25043 0.62190 0.00936 0.25004 0.14669 0.07372 0.12940 0.07688 0.15740

K23d (4) K23d (4) 0.21137 0.58270 0.01624 0.22611 0.16305 0.10509 0.12425 0.27828 0.03188

K23d (5) K23d (5) 0.36336 0.58456 0.13880 0.08355 0.08296 0.25261 0.05771 -0.17547 0.16554

K23d (6) K23d (6) 0.35344 0.59088 0.13579 0.19939 0.07808 0.25778 0.03154 -0.15922 0.15492

K23d (7) K23d (7) 0.23241 0.49567 -0.02793 0.18072 0.12179 0.07698 0.04350 0.43358 0.07245

K23e (1) K23e (1) 0.15833 0.17089 0.04998 0.10343 0.70405 0.11810 0.07192 0.19763 0.06439

K23e (2) K23e (2) 0.15571 0.11830 0.17136 0.11252 0.83548 0.10270 0.12082 0.09908 0.08070

K23e (3) K23e (3) 0.13036 0.17228 0.18502 0.15002 0.79463 0.13217 0.07224 0.08097 0.09500

K23f (1) K23f (1) 0.13695 0.09358 0.82060 0.07918 0.07499 0.06976 0.17351 0.09014 0.04974

K23f (2) K23f (2) 0.14843 0.13256 0.28299 0.17632 0.18029 0.05977 0.01575 0.55744 0.01624

K23f (3) K23f (3) 0.14717 0.09556 0.71948 0.12009 0.19104 0.13990 0.00435 0.10304 0.08891

K23f (4) K23f (4) 0.24772 0.07123 0.42228 0.04407 0.15402 0.02541 0.06221 0.45086 0.13404

K23f (5) K23f (5) 0.11359 0.10928 0.81538 0.16464 0.05879 0.06867 0.11041 0.02580 0.06340

K23f (6) K23f (6) 0.17363 0.12384 0.16938 0.74421 0.10333 0.03711 0.12070 0.04542 0.03563

K23f (7) K23f (7) 0.16631 0.16505 0.10668 0.78249 0.10616 0.10769 0.04658 0.10872 0.06062

K23f (8) K23f (8) 0.08038 0.12478 0.42446 0.56878 0.06266 0.16470 0.01501 0.03199 0.05995

K23f (9) K23f (9) 0.18191 0.26608 -0.04973 0.55872 0.18249 -0.00189 0.06050 0.21289 0.25643
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Variance Explained by Each Factor

Factor1 Factor2 Factor3 Factor4 Factor5 Factor6 Factor7 Factor8 Factor9

5.6836848 3.1367610 2.8705569 2.3735728 2.2906983 2.1731074 2.1499431 1.9768954 1.9344093

Final Communality Estimates: Total = 24.589629

K
23a (1)

K
23a (2)

K
23a (3)

K
23a (4)

K
23a (5)

K
23a (6)

K
23a (7)

K
23a (8)
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K
23e (2)

K
23e (3)

K
23f (1)

K
23f (2)

K
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K
23f (4)

K
23f (5)

K
23f (6)

K
23f (7)

K
23f (8)

K
23f (9)

0.57768450

0.53031998

0.60571209

0.51948001

0.57976731

0.58039435

0.55922279

0.53874822

0.55273780

0.54895272

0.76816600

0.78584491

0.60271979

0.54157292

0.78791263

0.78122097

0.53735925

0.65403536

0.75113682

0.82526648

0.56024524

0.55554831

0.58646721

0.56713607

0.63220343

0.65515190

0.54903363

0.62547873

0.81976779

0.77312359

0.75835708

0.49809957

0.63747252

0.49618237

0.74184179

0.65797106

0.71911249

0.56160630

0.56657512

Kaiser's Measure of Sampling Adequacy: Overall MSA = 0.93804238
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K
23f (3)

K
23f (4)

K
23f (5)

K
23f (6)

K
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K
23f (8)

K
23f (9)

0.94529674

0.96591374

0.95808466

0.95449462

0.96671955

0.95942041

0.96311333

0.97290500

0.96888613

0.96782892

0.90598282

0.89399342

0.95741889

0.96631693

0.86812097

0.89054543

0.93902576

0.93889800

0.88016633

0.86132503

0.95639997

0.96655779

0.95732131

0.96143995

0.92807603

0.93197905

0.96687821

0.95238212

0.88657737

0.90305355

0.89004118

0.95591121

0.92979287

0.96962450

0.88977371

0.92488168

0.91531513

0.95878021

0.95976369

***

Cluster Summary

Cluster Frequency RMS Std
Deviation

Maximum
Distance from

Seed to
Observation

Radius
Exceeded

Nearest
Cluster

Distance
Between
Cluster

Centroids

1 205 0.9148 4.3374 4 2.1140

2 130 0.7546 4.3162 5 3.0605

3 286 0.8386 4.4011 5 2.0903

4 251 0.8659 4.1655 5 2.0908

5 285 0.8993 4.1932 3 2.0903
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Cluster Means

Cluster Factor1 Factor2 Factor3 Factor4 Factor5 Factor6 Factor7 Factor8 Factor9

1 -0.474431208 -0.520284734 0.588675827 0.355927881 -0.392618081 0.464781424 -0.859032044 0.183205715 -0.334139649

2 -0.403395887 -0.211609146 -2.363918439 -0.328872331 -0.174025800 -0.141925894 -0.352231917 -0.278369693 -0.279170936

3 -0.277230835 0.793740011 0.068188464 0.676584589 0.467518204 0.018791383 0.317750435 0.172834067 0.431940082

4 0.463878638 -0.891158471 0.268315421 -0.039987671 0.487346493 -0.054323734 0.277763558 -0.475307625 0.315273910

5 0.394927522 0.459083132 0.350111513 -0.749747717 -0.536575843 -0.240592646 0.215075231 0.240359857 -0.343430755

***

Frequency Table of K49a by CLUSTER
Expected CLUSTER(Cluster)

Deviation

K49a(K49a)

1 2 3 4 5

Total

7 17 12 8 4 48
8.5745 5.2136 11.892 10.513 11.806

1

-1.575 11.786 0.1077 -2.513 -7.806
21 27 35 53 36 172
30.725 18.682 42.614 37.673 42.305

2

-9.725 8.3178 -7.614 15.327 -6.305
55 37 57 72 66 287
51.268 31.173 71.106 62.862 70.591

3

3.7316 5.8268 -14.11 9.1382 -4.591
39 13 51 47 57 207
36.978 22.484 51.285 45.339 50.914

4

2.0224 -9.484 -0.285 1.6607 6.0862
17 7 22 21 22 89
15.899 9.667 22.05 19.494 21.89

5

1.1014 -2.667 -0.05 1.5063 0.1095
14 4 31 15 31 95
16.97 10.319 23.537 20.808 23.366

6

-2.97 -6.319 7.4632 -5.808 7.6338
13 5 12 11 21 62
11.075 6.7343 15.361 13.58 15.25

7

1.9246 -1.734 -3.361 -2.58 5.7504
6 4 14 3 11 38
6.7882 4.1275 9.4147 8.3232 9.3465

8

-0.788 -0.127 4.5853 -5.323 1.6535
27 7 42 14 26 116
20.722 12.6 28.74 25.408 28.531

9

6.2783 -5.6 13.26 -11.41 -2.531
199 121 276 244 274 1114Total
17.86 10.86 24.78 21.90 24.60 100.00

Frequency Missing = 43
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Frequency Table of K5 by CLUSTER
Expected CLUSTER(Cluster)
Deviation

K5(K5)
1 2 3 4 5

Total

0 1 0 0 0
0.177 0.1116 0.2467 0.2171 0.2476

1

-0.177 0.8884 -0.247 -0.217 -0.248

1

1 0 0 0 1
0.354 0.2232 0.4935 0.4342 0.4952

2

0.646 -0.223 -0.493 -0.434 0.5048

2

10 4 12 1 14
7.2563 4.5754 10.116 8.9006 10.152

3

2.7437 -0.575 1.884 -7.901 3.8483

41

3 0 0 1 0
0.7079 0.4464 0.9869 0.8684 0.9904

4

2.2921 -0.446 -0.987 0.1316 -0.99

4

6 1 3 2 4
2.8317 1.7855 3.9477 3.4734 3.9616

5

3.1683 -0.786 -0.948 -1.473 0.0384

16

13 3 17 15 21
12.212 7.7001 17.024 14.979 17.085

6

0.7881 -4.7 -0.024 0.0209 3.9154

69

13 3 6 6 6
6.0174 3.7942 8.3888 7.381 8.4185

7

6.9826 -0.794 -2.389 -1.381 -2.418

34

1 0 1 3 0
0.8849 0.558 1.2337 1.0854 1.238

8

0.1151 -0.558 -0.234 1.9146 -1.238

5

12 5 11 10 9
8.3182 5.245 11.596 10.203 11.637

9

3.6818 -0.245 -0.596 -0.203 -2.637

47

16 5 19 11 10
10.796 6.8073 15.051 13.242 15.104

10

5.204 -1.807 3.9494 -2.242 -5.104

61

18 8 12 15 4
10.088 6.3609 14.064 12.374 14.113

11

7.9119 1.6391 -2.064 2.626 -10.11

57

0 0 3 2 2
1.2389 0.7812 1.7271 1.5196 1.7332

12

-1.239 -0.781 1.2729 0.4804 0.2668

7

2 1 1 3 5
2.1238 1.3391 2.9608 2.6051 2.9712

13

-0.124 -0.339 -1.961 0.3949 2.0288

12

16 5 11 6 11
8.6722 5.4682 12.09 10.637 12.133

14

503488 -0.468 -1.09 -4.637 -1.133

49

2 2 5 2 8
3.3627 2.1203 4.6879 4.1247 4.7044

15

-1.363 -0.12 0.3121 -2.125 3.2956

19

15 4 27 9 20
13.274 8.3697 18.505 16.282 18.57

16

1.7262 -4.37 8.4952 -7.282 1.4298

75

7 2 12 3 20
7.7873 4.9102 10.856 9.5519 10.895

17

-0.787 -2.91 1.1439 -6.552 9.1055

44

3 0 4 4 11
3.8936 2.4551 5.4281 4.7759 5.4473

18

-0.894 -2.455 -1.428 -0.776 5.5527

22

12 7 15 13 10
10.088 6.3609 14.064 12.374 14.113

19

1.9119 0.6391 0.9364 0.626 -4.113

57

5 11 23 13 19
12.566 7.9233 17.518 15.413 17.58

20

-7.566 3.0767 5.4821 -2.413 1.4202

71

7 6 7 7 14
7.2563 4.5754 10.116 8.9006 10.152

21

-0.256 1.4246 -3.116 -1.901 3.8483

41

9 13 23 34 15
16.636 10.49 23.193 20.406 23.275

22

-7.636 2.51 -0.193 13.594 -8.275

94

0 2 2 9 3
2.8317 1.7855 3.9477 3.4734 3.9616

23

-2.832 0.2145 -1.948 5.5266 -0.962

16



116

29 31 58 72 54
43.184 27.229 60.202 52.969 60.415

24

-14.18 3.7707 -2.202 19.031 -6.415

244

2 1 0 0 1
0.7079 0.4464 0.9869 0.8684 0.9904

25

1.2921 0.5536 -0.987 -0.868 0.0096

4

0 1 1 1 0
0.531 0.3348 0.7402 0.6513 0.7428

26

-0.531 0.6652 0.2598 0.3487 -0.743

3

0 1 4 0 6
1.9468 1.2276 2.714 2.388 2.7236

27

-1.947 -0.228 1.286 -2.388 3.2764

11

0 0 2 2 0
0.7079 0.4464 0.9869 0.8684 0.9904

28

-0.708 -0.446 1.0131 1.1316 -0.99

4

1 7 0 1 4
2.3008 1.4507 3.2075 2.8221 3.2188

29

-1.301 5.5493 -3.207 -1.822 0.7812

13

0 4 4 4 12
4.2476 2.6783 5.9215 5.2101 5.9425

30

-4.248 1.3217 -1.922 -1.21 6.0575

24

Total 203 128 283 249 284 1147
Frequency Missing = 10

Frequency Table of K7 by CLUSTER
Expected CLUSTER(Cluster)

Deviation

K7(K7)

1 2 3 4 5

Total

17 17 33 47 18 132
23.388 14.831 32.629 28.636 32.515

1

-6.388 2.1685 0.3708 18.364 -14.52
95 72 153 139 136 595
105.42 66.854 147.08 129.08 146.56

2

-10.42 5.1461 5.9213 9.9205 -10.56
86 35 96 62 123 402
71.227 45.169 99.371 87.21 99.023

3

14.773 -10.17 -3.371 -25.21 23.977
7 6 4 3 8 28
4.9611 3.1461 6.9213 6.0743 6.8971

4

2.0389 2.8539 -2.921 -3.074 1.1029
205 130 286 251 285 1157Total
17.72 11.24 24.72 21.69 24.63 100.00

Frequency Table of K8 by CLUSTER
Expected CLUSTER(Cluster)

Deviation

K8(K8)

1 2 3 4 5

Total

5 13 7 5 3 33
5.847 3.7079 8.1573 7.159 8.1288

1

-0.847 9.2921 -1.157 -2.159 -5.129
56 34 115 72 101 378
66.975 42.472 93.438 82.003 93.111

2

-10.97 -8.472 21.562 -10 7.8885
78 37 108 91 107 421
74.594 47.303 104.07 91.332 103.7

3

3.4062 -10.3 3.9326 -0.332 3.2965
66 46 56 83 74 325
57.584 36.517 80.337 70.506 80.056

4

8.4157 9.4831 -24.34 12.494 -6.056
205 130 286 251 285 1157Total
17.72 11.24 24.72 21.69 24.63 100.00


