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The demand to make marketing more accountable becomes more insistent every year. Progress is
slow. But marketers expect that market mix models will demystify marketing’s impact. The statistical
techniques behind these models have begun to untangle the effects of multiple media and marketing
elements in driving sales, but they haven't totally untied the marketing measurement Gordian knot.
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Making marketing more accountable is the battle cry across the marketing industry. To take the
pulse of the leading marketers, Forrester teamed with the Association of National Advertisers
(ANA) surveying their members’ attitudes, actions, and future plans to measure their marketing
efforts.! In a similar study conducted two years ago, measurement topped the list as the most
difficult of 12 aspects of the marketing process.? Things haven't gotten any better. Marketing’s dual
role — driving short-term sales and long-term brand-building — complicates measurement and
leads to tracking multiple metrics.

* Implementing changes based on ROI analysis is hardest. While there are technical challenges
in building reporting systems and aggregating data, the top two challenges reflect organization
and process barriers (see Figure 1-1). More than 80% of respondents cited the ability to act
quickly on the results as the top barrier, while almost two-thirds admitted that their company
had difficulty agreeing on a definition of marketing ROL

* Marketers measure many things. Reflecting marketing’s varied objectives, marketers picked an
average of six definitions of ROI from the list of 13 sales, branding, and equity metrics that we
presented in the survey (see Figure 1-2). The top two most-used metrics highlight marketing’s
dual role in sales and branding.

* Marketers embrace new tools and partners. Measurement practices are poised to change
dramatically (see Figure 2). More than 40% of marketers expect to rely more on market mix
models or lifetime value models — twice the level of current tools like response analysis reports
or attitude and usage studies. To make this shift, marketers will turn to external measurement
specialist companies and their company’s business analysis staff before they turn to their agency
partners or management consultant firms.

To understand the different challenges faced by companies in different industries, we segmented
respondents into four broad classifications, grouping companies with similar products or channel
strategies (see Figure 3). Measuring sales impact and measuring across media remained the top
challenges for all groups. Differences began to emerge in the measurements that they employ and
the barriers that they face (see Figure 4 and see Figure 5).

* Consumer goods migrate from media measures to models. We grouped packaged goods,
consumer electronics, fast food, and apparel companies together because their products are
generally impulse items sold through retail stores, depriving the brands of individual customer
data. For this group, attitude and usage studies and media post-buy analyses were the top tools
for measuring ROL. But its future lies in modeling customer lifetime value and in market mix
models. This group features the lightest users of financial staff and the heaviest users of outside
measurement specialists.
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Figure 1 Measuring Marketing Is Hard; Multiple Metrics Are Tracked

m Defining ROI, improving tracking, and acting on results is hard
“In improving marketing ROI, how difficult are each of these tasks?”*
Acting quickly to improve results 81%

Agreeing on a definition of
marketing ROI

Improving reporting systems

Improving comprehensiveness of
sales data

Changing established practices
Improving timeliness of sales data
Improving accuracy of sales data

Improving granularity of sales data

Improving granularity of marketing
spending data

Improving comprehensiveness of
marketing spending data

Base: 111 marketing executives
*Percentages represent those who responded “somewhat difficult” or “very difficult”

m Marketing ROl means many things

“What is your company’s current definition of marketing ROI?”
“Which new definitions are you developing?”

Incremental sales from marketing
Changes in brand awareness

Total sales from marketing

Attitudinal changes [ Current definition

Changes in market share New definition
Changes in purchase intent
Ratio of ad cost to revenue
Number of leads

Cost per sale

Marketers track an average
of six metrics.

Cost per lead
GRPs delivered
Increase in customer lifetime value

Changes in the financial value

of brand equity,
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Base: 111 marketing executives
(multiple responses accepted)

Source: The 2004 Forrester/Association of National Advertisers Survey on Marketing Accountability
Source: Forrester Research, Inc.
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Figure 2 Marketers Plan To Use New Techniques And Partners

m Market mix modeling is set to boom

“Which tools do you use to calculate marketing ROl today? Which will you increase in the future?”

Market mix modeling

Customer profitability/lifetime value

Response analysis reports

Quarterly attitude and usage studies

¥ Use now

Annual attitude and usage studies Plan to increase

Post-buy media report

I

0% 10% 20% 30% 40% 50% 60%

m Marketers will look outside for measurement expertise

“On whom do you rely for marketing ROI tracking? On whom will you increase reliance in the future?”*

Measurement specialists

Company'’s business analysis staff

Company'’s financial staff

Research company

Media agency

I Use now

Ad agency Plan to increase

Management consultant

1

0% 10% 20% 30% 40% 50% 60%

Base: 111 marketing executives
(multiple responses accepted)

Source: The 2004 Forrester/Association of National Advertisers Survey on Marketing Accountability
Source: Forrester Research, Inc.
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Figure 3 Respondents Span Industry Categories

Telco and technology

17% Consumer
services
28%
Other
23%

Consumer goods
27%

Base: 111 marketing executives
(percentages do not total 100 because of rounding)

Source: The 2004 Forrester/Association of National Advertisers Survey on Marketing Accountability

Source: Forrester Research, Inc.

Consumer services migrate from response tracking to models. Retail, travel, package delivery,
and financial services companies generally have customer level data and, not surprisingly, they
rely heavily on response analysis reports. But almost one-third use market mix models today,
and half will increase use of this tool. This segment relies heavily on the company’s business
analysis staff and expects to increase reliance rather than use an outside measurement specialist,
implying that it will conduct its modeling internally. This group has the least challenges with
obtaining data, although the timeliness of sales data is a barrier.

Telecommunications and technology companies focus on response. A nearly unanimous

95% of computer, peripheral, software, and telco companies cited the ability to act quickly on
marketing ROI analysis as the most difficult issue. These marketers show the heaviest use of
response analysis reports and their company’s financial staft. In the future, they show the greatest
interest in market mix modeling, but because their intent to use measurement specialists or rely
more on their business analysis staft is modest, it is unclear how they plan to create these models.

Other companies lag in all measurement areas. This diverse group includes industrial,
manufacturing, business services, and pharmaceutical companies but is predominantly B2B
marketers. Its primary measurement tool is response analysis reports, although 31% of the
group indicated “other” or “none of the above” in response to this question. Like the other
groups, this segment plans to use market mix modeling and lifetime value models, though at
a much lower level. More than the other groups, it plans to rely on research companies, and
more than one-third of the group plans to use a measurement specialist.
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Figure 4 Different Industries’ Challenges Lead To Different Approaches

m “In improving marketing ROI, how difficult are each of these tasks?”*

Agrecing on [ —

definition of marketing ROI

Acting quickly to improve resuits TN

Changing established practices — B Consumer goods

improving reporting systerms [T i— Other

I Consumer services
Telco and technology

0% 20% 40% 60% 80% 100%
Base: 111 marketing executives
*Percentages represent those who responded “somewhat difficult” or “very difficult”
m Marketers will shift their mix of measurement tools and analysis resources
“Which tools do you use to calculate marketing ROl today?
Which tools will you increase use of in the future?”
Use today Will increase use
Consumer Consumer Telco and Consumer Consumer Telco and
goods  services technology Other goods  services technology Other
Response analysis - 390, 67% 74% 50% 23% 30% 26% 23%
reports
Quarterly attitude 9 ® ® o o o o o
and usage studies 16% 43% 47% 38% 29% 20% 29% 15%
Market mix modeling  29% 30% 26% 15% 48% 50% 53% 35%
Customer proftability/ 439, 209 6%  12% 52%  37%  53%  31%
“On whom do you rely for marketing ROI tracking?
On whom will you increase reliance in the future?”
Company’s ﬁ”a’;g?c} 35% 50% 68% 50% 29% 17% 26% 27%
Company’s business ' gqq, 67% 53% 38% 19%  47% 21% 31%
analysis staff
Research company  45% 43% 42% 46% 26% 10% 26% 31%
Meiss‘ggg‘“e;;: 23% 17% 1% 8% 45% 23% 21% 35%

Base: 111 marketing executives
(multiple responses accepted)

Source: The 2004 Forrester/Association of National Advertisers Survey on Marketing Accountability

Source: Forrester Research, Inc.
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Figure 5 Marketers Strive For Comprehensive And Timely Sales Data

“In improving marketing ROI, how difficult are each of these tasks?"*

Improving
comprehensiveness
of sales data

l

Improving
timeliness of sales data

Improving granularity

of sales data M Consumer goods

[ Consumer services
Telco and technology
Other

Improving
comprehensiveness
of marketing spending data

Improving the
accuracy of sales data

Improving granularity of
marketing spending data

i

0% 20% 40% 60% 80% 100%
Base: 111 marketing executives
*Percentages represent those who responded “somewhat difficult” or “very difficult”
Source: The 2004 Forrester/Association of National Advertisers Survey on Marketing Accountability

Source: Forrester Research, Inc.

How will marketers evolve their measurement practices? To find out, we created three classifications
based on their use of specific techniques.®* While all these types of marketers plan to rely more on
modeling in the future, each faces different barriers (see Figure 6).

* Modelers have eased, but not solved, the measurement problem. Modelers use marketing
mix and customer profitability models to understand their impact, and they provided the lowest
rating for the difficulty of measuring their marketing. Still, 64% rate measuring the sales impact
of marketing somewhat or very difficult, and 71% rate measuring effectiveness across multiple
media effectively as difficult.

Responders struggle with the quality of sales data. Responders rely primarily on campaign
response analysis reports. Still, 39% say it is very difficult to measure the sales impact of

their efforts, and another 50% say it is somewhat difficult. The timeliness, accuracy, and
comprehensiveness of sales data hamper their efforts. This data issue will be critical to solve for
the 44% who want to do more advanced modeling.

Branders try to master response analysis. Branders rely on attitudinal studies or media post-
buy analyses, and more than 80% acknowledge the difficulty of measurement. Half consider
campaign response analysis reports their future measurement tool, and 40% are considering
market mix modeling. Unlike the other groups, these marketers cite the quality of the marketing
spending data as a significant issue.
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Figure 6 Responders, Modelers, And Branders Face Their Own Challenges

m Three marketing measurement approaches

Branders Responders .
18% 35% Definitions:
« Responders use campaign response analysis reports.
« Modelers use market mix and/or customer profitability/
Modelers lifetime value models.
37% « Branders use attitude and usage studies, media post-buy analysis.

m Modeling eases the measurement challenge m All segments plan to increase modeling

“How difficult are each of the following “What tools for calculating marketing ROl do
elements of the marketing process?”* you expect to increase use of in the future?”
Measuring sales Market mix modeling
impact of marketing

Customer profitability/
Lifetime value
Response

analysis reports
Annual attitude and
usage studies

0% 20% 40% 60% 80% 100%

campaigns

Measuring
effectiveness across
multiple media

B Responders 0% 20% 40% 60% 80% 100% B Responders

I Modelers I Modelers
Branders Branders

m Responders struggle with sales data; Branders struggle with marketing spending data

“In improving marketing ROI, how difficult are each of these tasks?"*

Improving compre-
hensiveness of sales data

Improving
accuracy of sales data

Improving
timeliness of sales data

Improving the granularity
f sales dat
o} sales data B Responders
Improving the granularity I Modelers
of marketing data Branders

Improving compre-
hensiveness of marketing data

0% 20% 40% 60% 80% 100%
Base: 111 marketing executives

*Percentages represent those who responded “somewhat difficult” or “very difficult”
Source: The 2004 Forrester/Association of National Advertisers Survey on Marketing Accountability

Source: Forrester Research, Inc.



Trends | Where Is Marketing Measurement Headed?

Market mix modeling began to evolve in the 1980s and was widely adopted by consumer packaged
good companies, such as Kraft, General Mills, and Coca-Cola during the 1990s. In the second part
of this series, Forrester will draw on the experiences of companies like these and leading vendors
that offer modeling services. Our analysis will present a road map for market mix modeling success,
analyzing such topics as defining the scope of a modeling project, vendor selection, methodologies,
and implementation.

The ANA represents more than 300 marketers with 8,000 brands that collectively spend more than
$100 billion in marketing communications and advertising, promoting products and services to consumers

and businesses.

In the 2002 study, 82% cited measuring campaign effectiveness across channels as somewhat or very
difficult while 78% rated measuring the sales impact of marketing as difficult. See the September 16, 2002,
Report “Mastering Marketing Measurement.”

In classifying respondents, we first selected all who were using either market mix modeling or customer
profitability/lifetime customer value modeling and labeled them “Modelers,” regardless of other
measurements they might be using. From the remaining respondents, we selected all who used campaign
response analysis reports and labeled them “Responders” The remaining respondents use primarily attitude
and usage studies, and media post-buy analysis.
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