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How Do Managers Use Marketing and Financial Metrics When Making Marketing Mix Decisions?
The amount of data in companies today in terms of volume, velocity and variety is unique in the history of business. Despite on-going calls for more accountability of the marketing function, there is a lack of studies that examine the role of metrics in order to interpret this data. This study focuses on how marketing metrics and financial metrics are used within organizations to both quantify and to explore data relevant for marketing mix decision-making. An analysis of primary data from six case studies and 29 marketing mix decisions promises to provide a rich understanding of the activities and metrics that are used to trigger and inform managerial decision-making. The aim is to contribute to the body of knowledge on metrics use with the aim of improving managerial decision-making, marketing mix performance and the standing of the marketing function in the company.
Keywords: Marketing Metrics, Financial Metrics, Marketing Mix Decisions, Information Processing
Track: Marketing Manager’s Decision Making
Type: Abstract Paper
1. Introduction
Over several consecutive years, the accountability of the marketing function has been amongst the top research priorities of the Marketing Science Institute (MSI). Alongside, the role of marketing metrics in the context of marketing mix decision-making (Mintz & Currim, 2013), customer relationship management (Ling-yee, 2011), marketing performance measurement systems (O’Sullivan & Abela, 2007) and firm value (Raithel et al., 2012; Stahl et al. 2012) was subject to intensive and fruitful empirical research. Recently, attention has been drawn to the challenges arising with the rapidly increasing amount of data available to organizations, a phenomenon widely referred to as “big data” (MSI, 2012, p. 7). Existing research on the use of metrics was either conducted in a time before this phenomenon started to affect businesses (e.g. Morgan, Anderson, & Mittal, 2005), or it uses a different lens and methodology, so that the “how” and “why” of metrics use is not at the core of the investigation. The MSI declared big data as a top research priority for the period 2012-2014, with a guiding question being: “How do we integrate multiple data sources, and use the wealth of information to come up with better insights?” (MSI, 2012, p. 7). This paper contributes to this growing body of knowledge by adopting a metrics-centered orientation. The study regards metrics as a lens through which to approach data, convert it into information and finally into knowledge that has the potential to guide managerial marketing mix decision-making. Particular focus is drawn on the relationship between marketing metrics and financial metrics.  
The remainder of this abstract is structured as follows: Section 2, provides an overview of the theory framework by synergizing literature on the role of metrics within firms and marketing mix decision-making. After the research approach has been illustrated in section 3, section 4 analyses the findings and presents key results. Section 5 provides some concluding remarks and an outlook of progress until the conference. 
2. Theoretical Background
The amount of data in companies today in terms of volume, velocity and variety is unique in the history of business (McAfee & Brynjolfsson, 2012). Companies are receiving, generating and managing data that has significantly advanced over the past decade in terms of amount (Leeflang, 2011), type(s) (Day, 2011), frequency (Hopkins & Brokaw, 2011), number of channels and technologies (McAfee & Brynjolfsson, 2012) to a level that exceeds the capacity of traditional analysis methods (Davenport, Barth, & Bean, 2012). The ability of companies to transform data into information and usable knowledge has become a critical factor for differentiation and competitive advantage (Brown, Chui, & Manyika, 2011; CMO-Council, 2011; LaValle et al., 2011; Manyika et al., 2011). McAfee and Brynjolfsson (2012) found that companies that use data in decision-making were on average 5% more productive and 5 % more profitable. Also, from the market orientation literature we know that companies that use consumer data outperform their counterparts in financial terms (Liao et al., 2011; Song, Di Benedetto, & Parry, 2009). 
Studies examining how to use metrics in order to process customer data are not new. For more than two decades, research is focussing on the role of metrics in order to make sense of market information. Much of the existing research aims at increasing marketing accountability by determining the return on marketing investment (Luo & Kumar, 2013), showing the contribution of metrics to shareholder value (Grewal, Chandrashekaran, & Citrin, 2010; Schulze, Skiera, & Wiesel, 2012) and showing the value of metrics for remuneration purposes (O’Connell & O’Sullivan, 2011). 
However, the current data environment justifies approaching the role of metrics within businesses from a new angle. In its current outline of research priorities, the MSI stresses in relation to the big data phenomenon that “academic work (…), in its assumptions, approaches, theories, models, and methodologies, will increasingly be found inadequate to deal with this change” (MSI, 2012, p. 7). As a consequence, research that digs deeper into the approaches applied in practice is required.  
Most of the empirical studies distinguish between financial metrics on the one hand and either marketing metrics (Mintz & Currim, 2013), customer metrics (Schulze et al., 2012), or non-financial metrics (Homburg, Artz, & Wieseke, 2012; O’Sullivan & Abela, 2007) on the other hand. The authors decided to adopt the classification of Mintz & Currim (2013), who distinguish between financial metrics and marketing metrics. Accordingly, financial metrics are “metrics that are either monetary based, based on financial ratios, or readily converted to monetary outcomes such as net profit, ROI, target volume” (p. 17). Marketing metrics are defined as “metrics that are based on customer or marketing mindset such as awareness, satisfaction, and market share” (p. 17). 
There is a common understanding that by quantifying a trend (Farris et al., 2009), metrics play an important role as performance indicators (Raithel et al., 2012) and thus provide a key contribution for increasing marketing’s accountability (Mintz & Currim, 2013). The theories explaining the utilization of metrics within firms often address multiple facets of information processing and managerial decision-making, which is why the consideration of a wide body of literature is essential for those pursuing to make a contribution of knowledge in this field. For example, Mintz and Currim (2013) draw their conceptual model from five streams of  literature: marketing, finance, strategy, accounting and organizational behaviour. Similarly, Morgan, Anderson and Mittal (2005) base their theory framework on findings from the strategic management literature, organizational learning, control systems theory, and studies in the field of information processing and information use in marketing.  
By investigating the joint use of marketing metrics and financial metrics, this study makes a primary contribution two streams of literature. First, the wider information processing literature that deals with the activities around data scanning, analysis, dissemination and utilization (Morgan et al., 2005). Second, a stream of literature looks at the effect of marketing metrics on financial outcome measures such as firm value, often with the aim of improving marketing accountability and marketing’s stature at board level. This stream has been summarised in the seminal articles of Srinivasan and Hanssens (2009) as well as Gupta and Zeithaml (2006). 
Literature acknowledges the relevance of both marketing metrics and financial metrics for (a) the performance of marketing mix activities (Mintz & Currim, 2013) as well as (b) firm performance at a global level, measured by variables such as market share, profitability and shareholder value (Petersen et al., 2009; Rego, Morgan, & Fornell, 2013). However, while there is a consensus that marketing metrics and financial metrics should be used jointly (Ngobo, Casta, & Ramond, 2012; Schulze et al., 2012), the above introduced streams of literature leave a gap in the body of knowledge: While the majority of studies is published in the marketing domain (Srinivasan & Hanssens, 2009), only a few attempts exist to combine this knowledge with information on metrics from the accounting or finance domain (Kimbrough et al., 2009). 
Despite on-going calls for more accountability, to the best knowledge of the authors, no study to date has examined how and why firms collect, process and utilize marketing metrics as opposed to and in combination with financial metrics in order to support marketing mix decision-making. 
We build our theory framework on the four stage model of information processing introduced by Morgan and colleagues (2005).  Amongst others, we advance this model by synthesizing literature on the relationship between marketing metrics and financial metrics (Gupta & Zeithaml, 2006; Srinivasan & Hanssens, 2009), the role of marketing metrics in marketing performance measurement systems (O’Sullivan & Abela, 2007) as well as empirical research on the drivers of metrics use (Mintz & Currim, 2013).
3. Research Approach
The advances in data availability as well as the underdeveloped state of knowledge justify an inductive research approach, which promises to enhance significant conceptual development. For this study, a case-based research approach was adopted (Yin, 2009). Six case studies within the hotel industry were investigated (see appendix, table 1). Data collection involved the conduct of 24 semi-structured, in-depth interviews with multiple managers obtaining responsibilities in the marketing, finance and senior-level areas, such as Director, General Manager, Director of Marketing and Sales and Financial Accountant. During this process, a total of 29 marketing mix activities were identified and analyzed with a focus on the contribution of marketing metrics and financial metrics for decision-making. Besides multiple interviews, documentation and observations were gathered in order to enrich findings through triangulation (Eisenhardt, 1989). 
4. Analysis and Discussion
Below, the preliminary results of this study are briefly discussed in four paragraphs, referring to the four stages of information processing: data scanning, analysis, dissemination and utilization (see appendix, table 2). The core findings of this research lie in the analysis of 29 marketing mix decisions (see appendix, table 3), which, in line with the literature on information processing, are discussed in context of the utilization stage in section 4.4.  
4.1 Data Scanning
[bookmark: _GoBack]The first stage of information processing is data scanning, which refers to the generation of data (Morgan, Anderson and Mittal, 2005). At this stage, four findings can be highlighted. 
First, in the marketing domain, all case companies showed rich scanning activities, as external web-tools provided managers with multiple variables, and multiple scales of data related to customer satisfaction and service experience. For example, all hotels used TripAdvisor in order to obtain data on their own and their competitors’ ranking (quantitative) as well as customer reviews (qualitative). 
Second, the degree of formalization, defined as “the degree to which standardized rules and procedures are used” (Morgan, Anderson & Mittal, 2005, p. 137) to gather data, was found to be significantly higher for financial metrics than for marketing metrics. Marketing metrics were collected in a variety of formats and with the help of different software tools, which leads to a phenomenon the literature refers to as data silos (Gupta & Zeithaml, 2006). The effect of this is reflected in the inability of firms to integrate the different sources of data in the analysis stage. 
Third, a central piece of software (property management system) was running in all cases, and it was used to collect transactional data which was purely descriptive and financial. In all cases, this system was able to create accounting reports, which were produced in a routinized and highly formalized manner. In addition, five out of six hotels extended this system in order to allow it to store more information, such as customer comments. In relation to customer feedback, five out of six hotels stored verbal comments of guests in the system. However, at the marketing end, this information was not reported or statistically evaluated, but only used for individual customer care purposes and in order to get a sense for customer-related issues. 
Fourth, regarding the sample of data collection, it can be stated that advances in customer data available through the Internet have led to an increasing anonymity of customers in the sample. The fact that an increasing share of the incoming guests book through booking engines means that hoteliers receive less personal data of these guests. This leads to a situation where even basic information such as e-mail addresses of guests are unknown and guests cannot be traced back or contacted personally after their stay. This phenomenon also applied to guest feedback that customers made through online portals. As a result, one of the cases reported to only receive non-anonymous feedback from 30 to 40 % of the guests, which is the percentage that books through the hotel’s own booking engine. The Resident Manager of one of the cases described the effort going with identifying a customer based on an online comment as follows: “The challenge is in Trip Advisor, we can't always determine who the person is because we don't have their real email address, we don't have their real name, occasionally, people will use their proper names, but as you can see on Trip Advisor, it's like… Sunshine 44”. In comparison to that, financial metrics were in all cases based on transactional data provided by customers that have stayed in the hotel. Property Management Systems allow the direct link of this data to customers, and reporting standards assure that all data necessary for financial reporting is available.  
4.2 Analysis
What can be highlighted in the analysis stage is that degree of data integration is significantly higher in finance in comparison to marketing, which is evident in a clear set of outcome metrics in the finance domain and an undefined and varying number of metrics in the marketing domain. Analyzing the situation in finance, we recognize that the format of the outcome reports is clearly defined. For example, in one of the hotels, a “what-if guide” existed according to which any employee was able to generate the identical relevant financial outcome metrics in the correct reporting format. Looking at the marketing end, such rigor did not exist in any of the cases. Rather, the fact that data was received and interpreted from numerous channels and reports let to a situation in which none of the hotels applied statistical marketing metrics analyses. Marketing metrics rather served as a stimulator of thinking and sense making. All case companies regarded the formal linkage of marketing metrics and financial metrics as a challenge that could not be overcome in a formal way. This is in line with the findings of Morgan and colleagues (2005) , who found that none of the 38 firms in their sample was able to link customer satisfaction information to profitability. 
4.3 Dissemination
Systems available for the processing of financial metrics are found to be further developed than those available for marketing metrics, which is partly due to the fact that financial reports have not changed significantly over the past decades. Also, senior managers and owners regarded these systems as more essential to the production of relevant financial reports and as a consequence, investments into such systems are prioritized over investments in systems evaluating marketing data. 
Resulting of the higher degree of routine in report creation, financial data is also disseminated in a more frequent manner, while deadlines played an enforcing role. All hotels, to a differing extent, also reported customer-related data. For this purpose, basic MS Office tools such as MS Excel and MS Word were used. Examples are the cost of customer recovery, the bookings made as a result of a print media advertising campaign, or the verbal comments made by customers at the reception desk. These reports were disseminated on a less frequent base than financial reports. In marketing, dashboards were found to play a significant role in providing real-time information that was accessible at all levels of the business. Parallel to the existence of data silos, there existed multiple dashboards that showed metrics produced by the different data platforms such as Google Analytics, TripAdvisor, Booking.com etc. As stated above, the integration of these platforms was not performed in any of the cases.  

4.4 Utilization
Morgan et al. (2005) distinguish two general ways of using customer satisfaction information for decision making: conceptual use and instrumental use. Instrumental use refers to the direct use of information in order to make decisions or solve specific problems. Conceptual use refers to the utilisation of information to the enhancement of thinking processes that do not necessarily have a decision as an outcome. In our sample, few metrics were used in a purely instrumental way, while financial metrics turned out to play a greater role for instrumental use than marketing metrics. While metrics that serve as threshold values to make decisions were regarded as an ideal solution, none of the six cases was able to compute such metrics in the marketing domain. 
The synthesis of 29 marketing mix decisions lead to rich findings on the conceptual use of both marketing metrics and financial metrics. Four stages of conceptual metrics use were synthesized: Trigger, informing, justification and evaluation. Marketing metrics were frequently used to trigger marketing mix decision-making processes. Participants described this as the identification of a problem or an opportunity, as a form of pattern recognition, or as the correlation of information: “You’re going to take each individual case to start with, but if you start to see a pattern, you’re going to say: ‘Okay, you have a problem here’” (C4S). Often, marketing metrics did not trigger a decision, but instead they initiated a phase of scanning further, with the aim of collecting enough information to finally make a decision. This information could consist of marketing metrics and financial metrics (see appendix, table 3).We call this phase informing. Finally, when it comes to justifying the marketing mix decision, marketing metrics played a subordinated role in comparison to financial metrics. This is partly because firms are frequently not able to compute marketing outcome metrics that can be clearly interpreted as decision-aids, but rather as input into sense-making. In this regards, managers in all cases reported that the voice of a few customers is more valuable for decision-making than statistics on a sample of customers. The final decision was in most cases made based on a financial outcome metric, which was often a form of the return on investment metric. 
5. Conclusion and Progress until Conference
It is clear that the role of marketing metrics and financial metrics within organization is an area of contention. Financial metrics have dominated in this domain for decades and there is evidence that this tendency is continuing in business. Our research centers on the changes that have occurred in business, namely in the increase of data in organizations, which should necessitate changes in business practice in relation to metrics – both financial and marketing. Research to date has been limited to a focus on marketing metrics. This study addresses this shortfall by adopting an inductive, case based approach that investigates the joint use of marketing metrics and financial metrics. Early results show that the increased availability of data is reflected in the challenges that companies face in relation to the collection, analysis, dissemination and in particular the utilization of metrics when making marketing mix decisions. 
The study also promises to provide useful insights for managers, as it shows ways to overcome the challenges arising with increased data availability. 
Until the conference, this paper will have progressed, as data analysis will be finished. This promises a finalized and sharpened set of attributes distinguishing the use of marketing metrics and financial metrics. Furthermore, the authors will be able to engage in a sophisticated discussion on the impact of this study to the wider field of information processing and marketing mix decision-making.


Appendix
Table 1: Case Details
	
	Case 1
	Case 2
	Case 3
	Case 4
	Case 5
	Case 6

	Location
	City-centre
	Countryside
	City-centre
	City-centre
	Suburb
	City-centre

	Type of Ownership
	Independent, member of hotel alliance
	Independent, member of hotel alliance
	Independent
	Independent, member of hotel alliance
	Hotel chain
	Independent, member of hotel alliance

	Number of Rooms
	139
	66
	48
	144
	155
	142

	Star Rating
	Five Star
	Three Star
	Four Star
	Five Star
	Three Star
	Five Star

	TripAdvisor Rating1
	86 %
	81 %
	78 %
	90 %
	90 %
	92 %


1 Collected 13th of November 2013, source: www.tripadvisor.com
Table 2: The Role of Marketing Metrics and Financial Metrics in Information Processing
	
	Morgan, Anderson and Mittal (2005)
	This Study

	
	Customer Satisfaction Information
	Marketing Metrics
	Financial Metrics

	Scanning
	· (+) Formalized systems
· (+) Frequent data collection
· ( ) Few formal inquiries to understand causes of (dis)satisfaction
· ( ) Most firms use single-item scales
· (-) Data only collected from existing customers
· (-) Few firms distinguish strategic or valuable customers from others
	Positive developments:
· Frequent data collection
· Multi-item scales

Challenges:
· Lowly routinized
· Random sampling (Biased by distribution channel and customer segments)
· Data Silos

	Positive developments:
· Highly routinized 
· Purposeful sampling

	Analysis
	· (+) Nearly half of the sampled firms use multivariate analysis to examine the drivers of satisfaction
· ( ) Little integration of customer satisfaction data with other customer data or relevant data from elsewhere in the firm
· ( ) Non of the firms in the sample attempts to link customer satisfaction to profitability
· (-) More than half the firms do not conduct driver analysis linking attributes to overall satisfaction
	Positive developments:
· Range of available (often web-based) analysis tools, high sophistication
· Increased possibility to benchmark

Challenges:
· Low control and ownership over data
· Data silos impede integration of metrics
	Positive developments:
· High level of maturity of analysis systems 

	Dissemination 
	· (+) Most firms disseminate customer satisfaction data internally at least once a quarter
· ( ) Approximately 40% of firms do not routinely disseminate satisfaction data to frontline employees
· (-) Data are often disseminated without identifying root causes or fixes to guide recipients
· (-) Many users are skeptical of the customer satisfaction data they receive
	Positive developments:
· All firms routinely disseminate marketing metrics 
· Real-time availability of marketing metrics across departments in four out of six cases

Challenges:
· Numerous reports by different, incompatible IT tools
·  Comprehensive reporting only possible in a lowly sophisticated manner, using MS Excel or MS Word
	Positive developments:
· Highly routinized and automated reporting standards
· Software supported reporting

Challenges:
· Marketing metrics are not integrated in reports

	Utilization
	· (+) Satisfaction information is an important input into many decisions in the customer service and account management domain
· ( ) Customer satisfaction information is not a key input to decisions in many key functional areas in which it would be useful
· (-) Customer satisfaction data tend to be used in decision making at a tactical rather than a strategic level
	Positive developments:
· Marketing metrics trigger, provide information, justify and are used to evaluate decision-making
· Dashboards improve visibility and impact of marketing metrics 

Challenges:
· Conceptual use overweighs: Marketing metrics enhance experimentation, experience, gut feeling, sense-making
	Positive developments:
· Instrumental use: Financial outcome highly relevant

Challenges:
· Financial metrics as potential drivers of myopic management


Source: Second column adapted form Morgan, Anderson and Mittal (2005, p.147), 
(+) Encouraging practices; ( ) Normative departures; (-) Discouraging practices
Table 3: Marketing Mix Activities and Metrics Used
	Domain/ Activity 
	Marketing Metrics
	Financial Metrics

	Traditional Advertising

	Easter Ad-campaign
	Intuition, experience (trigger)

	Advertising budget (informing)
Business on the books (evaluation)
Software: MS Excel (evaluation)

	Product/ Service Development 

	New Windows


	Customer feedback (trigger)
Number of negative reviews related to the particular issue (justification) 
Software: MS Excel
	Recovery cost caused by customer complaints (justification)
Cost of investment (justification)
Projected rate premium (justification)
Software: MS Excel

	Refurbishing all Rooms

	Segmentation variables (corporate clients, domestic market etc.)
Descriptive variables (e.g. average time of stay)
Software: Property Management System
	Investment sum; Opportunity costs of closing rooms for 6 to 8 months

	Checking and Replacing Mattresses 
	Verbal customer feedback
Number of mattresses with marks
	Cost of Investment

	Refurbishing the Coffee Bar

	Customer sentiment web-tool score (trigger) Verbal customer feedback (informing)Senior Manager’s intuition (justification)
Software: Web-tool
	Coffee bar revenue (trigger)
Cost of investment (justification)
Projected price premium per cup of coffee sold (justification)
Software: Property Management System; MS Excel

	Refurbishing the Restaurant
	Verbal customer comments
Opinion of Director of Sales and Marketing 
	Revenue
Software: Property Management System; MS Excel

	Re-carpeting Bedrooms	
	Customer comments (trigger)
Opinion of external consultant (justification)
	Cost of re-doing carpets (justification)


	Adding a Service Element within the Rooms

	Customer comment cards (trigger)
Comments through Web-tools (trigger)
Verbal comments (trigger)
Software: Web tools
	Cost of providing shower caps (justification)
Software: Property Management System; MS Excel

	Refurbishing the Rooms
	Customer comments (traditional comment cards, verbal, online)
Software: Web tools
	Financial evaluation (owner)


	Re-plumbing the bathrooms
	Customer comments (traditional comment cards, verbal, online); reported verbally
Software: Web tools
	Cost of investment 


	Changing the Signature of the Car Park
	Customer feedback (trigger, informing)
via TripAdvisor, customer survey, verbal, later additional customer survey 
Software: Web tools
	

	Renewing Air Condition of the Rooms

	Customer feedback (trigger)
Experience and gut feeling of senior manager (justification)
Software: Different web-sites (TripAdvisor etc.); E-mail survey
	Cost of investment (justification)
Opportunity cost of lost business (justification)


	Opening of the Roof-top Terrace

	Observation (informing)
Level of business (informing)

	Total sales figures (trigger)
Payroll (informing)
Software: Property Management System

	New Room-card System

	Customer comments (informing, justification)
Customer name (informing, justification)
Dates of stay (informing, justification)
Software: MS Word; Web-tools
	Investment sum / cost (justification)



	Increasing the Staffing Level

	Demographics of customers 
“Satisfaction of the customer” (measured through number of customer complaints) 
Observation of customer behaviour
Software: Property Management System
	Payroll
Sales distribution (increased booking of offers including breakfast)
Software: Property Management System

	Re-doing the Rooms

	Experience and gut instinct of Brand Director
Customer satisfaction survey
Software: Web-tools
	Cost of re-doing rooms
Opportunity costs of closed rooms during maintenance

	Sales Force

	Campaign for the Corporate Market
	List of existing and potential corporate accounts
Competitor’s Activities
Demographics, descriptive variables (corporate clients)
Number of existing accounts
Number of new accounts
Voice of the customer (feedback)
Software: MS Excel, Property Management System
	Room-nights
Revenue
Software: MS Excel, Property Management System

	Phone Campaign
	Customer information (informing)
Software: Property Management System
	Sales figures (trigger)
Software: Property Management System

	Managing Incoming Business 
	Origin of booking (informing)
Software: Property Management System
	Bookings (trigger/ threshold value)
Software: Property Management System

	Internet Advertising/ Social Media

	Introduction of a Hotel-Related Mobile Application (App)
	Instinct (Trigger, justification) 

	Costs of Development (informing)


	Online Advertising Campaign: Banner
	Origin of business
Software: Property Management System
	Advertisement cost; investment


	Facebook “Claims” Campaign
	Advice of external IT company (trigger)
Number of Facebook claims (evaluation)
Software: Web-tools
	Number of available rooms (trigger)
Software: Property Management System

	Invest in Hotel’s Website
	Website conversion
Website traffic
Software: Web-tools
	Budget
Software: MS Excel

	Promotion via Facebook
	Facebook Claims
Social Media Consulting 
Software: Web-tools
	Bar Revenue
Software: Property Management System

	Pricing

	Adjusting Rates

	Market segmentation data (informing)
Customers’ reaction to change in room rates (justification)
Software: Property Management System
	Sales figures (trigger)
Number of bookings (trigger)
Room rates (informing)
Software: Property Management System

	Setting the Room Rate
	
	Rates
Level of business
Software: Property Management System

	Change Pricing of Breakfast
	TripAdvisor comments, customer feedback
Opinion of the Brand Director
Software: Web-tools
	Restaurant revenue
Breakfast rate, supplements rates
Revenue referable to customers coming through TripAdvisor
Software: Property Management System

	Distribution

	Managing Distribution Channels
	
	Average daily room rate
Occupancy
Budget
Past booking data
Software: Property Management System

	Addressing a New Distribution Channel
	Bookings coming into the city (Trigger)
Software: Web-tools
	Business on the books (evaluation)
Software: Property Management System
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