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Don’t Blame the Metrics

 

by Kevin J. Clancy and Randy L. Stone

 

Companies are understandably obsessed with
measuring marketing performance. They want
some “accountability,” and all eyes are on the
CMO to produce a return on investment. With
their budgets, brands, and jobs on the line,
CMOs are in hot pursuit of metrics that show
that their programs work. A few years ago, such
measurements were difficult to implement and
inexact, but new data sources, technologies,
and tools have made it possible to link market-
ing investments directly to market share, sales,
and profits.

You’d think marketers would be delighted
(and indeed a few are). Strangely, though, a
recent CMO Council survey of senior market-
ing executives found that more than 80%
were dissatisfied with their ability to measure
marketing ROI, and fewer than 20% of the re-
spondents said their companies employed
meaningful metrics. Just as marketing mea-
surement becomes more exact and accessible,
marketing executives are becoming less and
less happy. This doesn’t make sense—unless
something else is going on.

Here’s the real reason marketers are so
gloomy: The effectiveness of marketing is dis-
appointing and getting worse. For over a de-
cade, Copernicus Marketing Consulting has
collected performance data on more than 500
marketing programs for consumer and B2B
products and services. The firm has found that
84% of these programs are decidedly second-
rate, resulting in declining brand equity and
market share. Customer satisfaction averages
just 74%; most acquisition efforts fail to reach
breakeven; no more than 10% of new products
succeed; most sales promotions are unprofit-
able; and advertising ROI is below 4%.

Copernicus is not the only firm that has dis-
covered such disappointing performance.
Marketing Management Analytics, a market-
ing ROI measurement company, has found
that in the short term, consumer packaged-
goods advertising returns only 54 cents for

every dollar invested (other product catego-
ries return 87 cents—better, but still a losing
proposition). A recent ACNielsen BASES and
Ernst & Young study put the failure rate of
new U.S. consumer products at 95%. A 2004
Deutsche Bank study of packaged-goods
brands found that just 18% of television adver-
tising campaigns generated a positive ROI in
the short term. And according to Dominique
Hanssens of UCLA’s Anderson School of Man-
agement, doubling advertising expenditures
for established products increases sales just
1% to 2%.

Marketers aren’t unhappy because they
can’t measure marketing performance. They’re
unhappy because they now can—and they
don’t like what they see. They need to go be-
yond metrics and take a hard look at why the
numbers are so bad: Their marketing strategies
are often flawed and their spending is ineffi-
cient. With increasing precision, they’re mea-
suring the impact of ill-defined targeting, weak
positioning, mediocre advertising, pedestrian
products and services, giveaway promotions,
and poorly allocated spending.

Measuring marketing ROI won’t improve
performance. Fixing broken strategy and opti-
mizing the marketing budget will. Take care of
that and you’ll be surprised at how good the
metrics start to look.
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