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Abstract

Responding to competitive pressures and financial realities long familiar to other functional managers and academics, corporate
shareholders, senior managers, and the Marketing Science Institute have identified marketing metrics and marketing performance measures as
top research priorities. However, marketing academics have only recently begun to re-focus on this important research domain. Historically,
marketing productivity analysis and the marketing audit concept have dominated approaches to assessing marketing performance. We suggest
that both approaches have been fundamentally limited in terms of conceptualization and implementation, but that within each approach are the
seeds of a more useful, holistic approach to marketing performance assessment (MPA). Two distinct MPA system approaches are necessary to
integrate past efforts, extend our existing knowledge base, and aid management practice — normative and contextual MPA systems. We
review past approaches and integrate these with more recent theoretical advances to develop conceptual models of both types of MPA systems

and consider their implications for management practice and academic research. © 2001 Elsevier Science Inc. All rights reserved.
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You simply can’t manage anything you can’t measure.
Richard Quinn, VP Quality, Sears Merchandising Group,
Management Review, March 1996

1. Introduction

Measuring marketing performance has long been a central
concern in marketing (e.g. Parker, 1962; Feder, 1965) and
remains a vital issue for many corporations (e.g. Herremans
and Ryans, 1995; Fellman, 1998), particularly those in
industries where marketing expenditures are significant
(e.g. Foster and Gupta, 1994; Sheth and Sisodia, 1995).
However, following initial interest and central conceptual
development in the 1960s and 1970s (e.g. Sevin, 1965; Kotler
et al.,, 1977), productivity and effectiveness analyses in
marketing have advanced only sporadically in both academic
and managerial domains (Bonoma and Clark, 1988; Sheth
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and Sisodia, 1995). Our contention is that marketing produc-
tivity analyses and marketing audit approaches are subsets of
the broader issue of marketing performance assessment
(MPA), and that neither approach can be isolated from the
context of an integrated marketing performance framework.

Both academics and managers currently lack a compre-
hensive understanding of the marketing performance process
and the factors that affect the design and use of MPA systems
within corporations. Work in this area has been dominated by
two major approaches to marketing performance: marketing
productivity analysis and marketing audits. This article
critically assesses these two approaches to performance
assessment and develops a framework to integrate the two
into a normative system for performance assessment. It
further outlines important contextual factors affecting the
design and use of MPA systems. Both normative and con-
textual MPA systems have implications not only for manage-
ment practice but also for knowledge generation and
assessment in the academic field of marketing.

This paper makes four contributions to the marketing
literature. First, we provide a critical review of the two
most significant historical approaches to MPA, highlighting
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the contributions, implementation problems, and conceptual
deficiencies of each. Second, we develop a theoretically
anchored, holistic conceptual model of a normative MPA
system that explicates our understanding of the marketing
performance process. Third, we develop an initial concep-
tual model of contextual MPA systems highlighting likely
contingency, response, and performance variables asso-
ciated with the design and use of MPA systems in indivi-
dual corporate contexts. Finally, we discuss the
implications of our conceptual model development and
highlight important research questions to be addressed as
we seek to expand our knowledge of this important but
underdeveloped domain.

1.1. Functions of MPA systems

Performance assessment systems are an important type
of organizational control system (Anthony, 1988). Control
systems are formalized routines and procedures that use
information to maintain or alter patterns in organizational
activity (Jaworski, 1988; Simons, 1991) to ensure desired
outcomes (Tannenbaum, 1968; Lawler and Rhodes, 1976;
Anthony, 1988; Jaworski, 1988). The control process may
be viewed as consisting of four basic steps: setting a
desired performance standard, collecting and communicat-
ing information relating to actual performance, comparing
this information with the performance standard, and taking
corrective action where necessary (Anthony, 1965, 1988S;
Green and Welsh, 1988; Goold and Quinn, 1990). Critics
suggest that management and marketing control systems
are often ineffective for several reasons including: ill-
defined objectives, performance measurement standards
that are not well linked with strategy objectives and
content, and poor performance appraisal and review (Hre-
biniak and Joyce, 1984; Bonoma, 1985; Bonoma and
Crittenden, 1988).

As an important organizational control system, five
distinct roles of MPA systems are:

¢ to confirm compliance with non-negotiable standards
such as regulations, and industry association standards
(e.g. Petty, 1997);

* to monitor overall organizational “vital signs” and
provide early warnings of problems that may affect
future performance such as increased customer
complaints (e.g. Schibrowsky and Lapidus, 1994);

* to provide data inputs for planning and decision
making, as well as to aid “generative” learning (e.g.
Slater and Narver, 1995);

¢ to aid strategy implementation by tracking the extent
to which strategic marketing objectives and mile-
stones are being achieved (e.g. Bonoma and Critten-
den, 1988); and

* to signal marketing priorities and desired outcomes to
managers and employees (e.g. Ouchi, 1979; Govin-
darajan and Fisher, 1990).

From this control system perspective, current knowl-
edge regarding MPA system design and use is fundamen-
tally limited. Given MPA’s central importance in the study
and effective practice of marketing within organizations,
we must better understand past contributions and integrate
this base with more recent theoretical work to provide a
stronger foundation on which to build.

1.2. MPA: a historical review

Two different but related approaches to MPA are evident
in the marketing literature: marketing productivity analysis
(an “efficiency” approach) and the marketing audit concept
(an “effectiveness” approach). The literature relating to each
of these bases is assessed, and contributions to the research
domain, possible implementation problems, and conceptual
deficiencies are identified below.

1.3. The efficiency perspective — marketing
productivity analysis

Productivity concerns the relationship between inputs
and outputs (Misterek et al.,, 1992), and productivity ana-
lyses assess the efficiency of the transformation process by
which inputs and outputs are linked (Sink, 1985). Marketing
productivity analysis is an inherently partial productivity
measure in that it is based on a subset of the universe of
possible organizational inputs, outputs, and transformation
processes (Misterek et al., 1992). Since inputs and outputs
concerning marketing performance are often in different
units of measurement (Selnes, 1992), marketing productiv-
ity analysis usually involves transforming input and output
units into some standard measurement unit (usually dollars)
(e.g. Bonoma and Clark, 1988).

While many marketing productivity measures have been
proposed (see Bonoma and Clark, 1988), the majority either
endorse or incrementally extend Sevin’s (1965) profit-to-
marketing-expense-ratio measures of efficiency (Foster and
Gupta, 1994). Input measures suggested as appropriate in
assessing marketing productivity have included efforts to
operationalize and quantify marketing expenses and levels
of investment, head count, quality (employee and decision),
effort, and allocation of overhead (Bonoma and Clark,
1988). The output measures most frequently suggested in
assessing marketing productivity have included profits,
sales (unit and value) market share, and cash flow (Bonoma
and Clark, 1988).

Two trends may be observed in the development of
marketing productivity analysis since Sevin’s (1965) semi-
nal conceptualization. First, there has been a movement
towards inclusion of more ‘“non-pecuniary’ (non-financial)
measures of marketing output such as quality of service (e.g.
Bucklin, 1978) in productivity assessments. Second, there
have been suggestions that productivity assessments also
focus on the adaptability and innovativeness of a firm’s
marketing efforts (e.g. Walker and Ruekert, 1987) and that
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MPA systems incorporate more sophisticated multidimen-
sional assessments of marketing productivity (Bhargava
et al., 1994; Sheth and Sisodia, 1995).

The marketing productivity research stream may be
viewed as making two major contributions to the assessment
of marketing performance. First, it has provided a manage-
rially relevant conceptual model of the efficiency dimension
of marketing performance similar to those that have been
developed in other areas such as manufacturing. Second,
marketing productivity analysis has focused attention upon,
and greatly increased understanding concerning the identi-
fication and measurement of marketing costs (e.g. Sevin,
1965) and revenue (e.g. Feder, 1965).

Despite these contributions, there remain several signifi-
cant problems with marketing productivity analyses that have
severely limited the operational use of the approach. First,
marketing productivity analysis assumes that marketing in-
puts and outputs can be economically and accurately assessed
and that such measures will be stable over time. These
assumptions have proven difficult to validate, for while
“hard” inputs and outputs (particularly costs and revenue)
may be relatively easy to accurately measure, less tangible
inputs and outputs are more difficult to assess (e.g. Selnes,
1992; Herremans and Ryans, 1995). The stability of assess-
ments may also be problematic as accounting decisions
concerning overhead allocation can significantly affect input
and output measurement (e.g. Johnson and Kaplan, 1987;
Selnes, 1992). Measurement accuracy and stability problems
may also be compounded by difficulties in transforming mar-
keting inputs and outputs into common currency. For exam-
ple, while brand equity has been a much researched topic in
the marketing literature (e.g. Keller, 1993; Simon and Sulli-
van, 1993), there remains no universally accepted way of
translating brand equity into a dollar value (e.g. Keller, 1998).

In addition to such implementation problems, marketing
productivity analyses also present a number of significant
conceptual limitations. First, efficiency measures rely upon
knowledge of cause and effect relationships linking inputs
managerial actions and outputs (e.g. Govindarajan, 1988). In
fact, we have little knowledge concerning such relationships
in marketing, and marketing transformation processes remain
largely a ““black box” (Piercy, 1997; Vorhies and Yarbrough,
1998). In addition, productivity analyses largely ignore time
lags between marketing inputs and their effect upon outputs,
and the impact of cumulative effects is also impossible to
discern using such approaches (Foster and Gupta, 1994).
Second, productivity analyses focus upon the amount and not
the quality of marketing inputs and outputs. While adjust-
ments may be made such as using price-of-output changes as
a reflection of quality, this approach does not consider
changes in technology that may simultaneously improve
quality and lower price (e.g. Misterek et al., 1992). Finally,
while marketing productivity analyses capture the efficiency
dimension of marketing performance, they largely ignore
other important dimensions such as effectiveness and adap-
tiveness (e.g. Richardson and Gordon, 1980; Skinner, 1986).

1.4. The effectiveness perspective — marketing audits

A different approach to assessing marketing performance
— the marketing audit — was developed in parallel with the
emergence of marketing productivity analysis. Emulating
accounting’s financial audit, the marketing audit originated
in an American Management Association report, “Analyz-
ing and Improving Marketing Performances. ‘Marketing
Audits’ In Theory and Practice” (AMA, 1959) that included
seminal works by Crisp (1959), Sessions (1959), Shuchman
(1959), and Oxenfeldt (1966). The marketing audit was
described as a systematic, critical, and impartial review of
the total marketing operation; of the basic objectives and
policies of the operation and assumptions that underlie them;
and the methods, procedures, personnel, and organization
employed to implement the policies and achieve the objec-
tives (Shuchman, 1959).

Kotler et al. (1977) refined the marketing audit concept
into a comprehensive, systematic, independent, and periodic
examination of a company’s or SBU’s strategies, objectives,
activities, and environment, designed to reveal problems
and opportunities, and to recommend actions that would
improve the company’s marketing performance. The refined
audit model identified six proposed components of the
marketing audit, and advocated the use of a standard set
of procedures. Kotler et al.’s six proposed marketing audit
components included:

1. the marketing environment audit, consisting of
analyses of both the macro environment and the
task environment;

2. the marketing strategy audit, to assess the consistency
of marketing strategy with environmental opportu-
nities and threats;

3. the marketing organization audit, designed to assess
the interactions between the marketing and the
sales organization;

4. the marketing systems audit, to evaluate procedures
used to obtain information, plan and control market-
ing operations;

5. the productivity audit, assessing accounting data to
determine optimal sources of profits, as well as
potential cost savings; and

6. the marketing function audit, reviewing key marketing
functions based primarily on prior audit findings.

The major contributions of the marketing audit approach
were that it represented the first systematic attempt to assess
marketing effectiveness (cf. Kotler, 1977; Dunn et al., 1994),
and that it was in many ways an important precursor of later
work on market orientation (e.g. Jaworski and Kohli, 1993)
and marketing capabilities (e.g. Day, 1994). However, from
an implementation perspective, the marketing audit approach
has suffered from significant problems. These include: the
lack of suitably qualified independent auditors (Kotler et al.,
1977); gaining management cooperation from within mar-
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keting (Capella and Seckely, 1978), information availability
(Rothe et al., 1997); and generating sufficient communica-
tion with top managers to ensure access and understanding of
information (Bonoma, 1985). Combined, these problems
may explain the lack of implementation of the marketing
audit process in companies (Mokwa, 1986).

In addition to implementation problems, marketing audit
approaches may also be viewed as having a number of
conceptual weaknesses. First, audit approaches are not
systematic marketing control systems. Rather, they are dis-
connected from the overall control system (e.g. Brownlie,
1993) and periodic rather than ongoing assessments of
marketing performance (Kotler et al., 1977), with the objec-
tive of defining problems but not necessarily providing
insights into solutions (e.g. Wilson, 1980). Second, market-
ing audit approaches were developed as universal, prognos-
tic, normative tools rather than as firm-contingent
performance measurement systems. As such, the audit mea-
surement approaches used have been primarily qualitative
checklists, with little empirical validation (Rothe et al.,
1997), and, therefore, little or no knowledge concerning
measurement properties such as validity and reliability.

1.5. An integrative perspective

Our review suggests that neither marketing productivity
analysis nor marketing audits alone provide satisfactory
bases for MPA. In addition to the implementation problems
and conceptual deficiencies discussed, neither approach has
been fully developed to reflect advances in a broader
conception of organizational performance evident in orga-
nizational effectiveness, competitive advantage, and the
resource-based view of the firm. Further, the incremental
developments in both marketing productivity analysis and
marketing audit approaches have not succeeded in integrat-
ing existing knowledge. Clearly, the field of MPA requires a
new approach that: integrates past productivity and audit
approaches; is grounded in current theoretical frameworks
explaining organizational performance; and is capable of
producing MPA systems that are relevant to management
needs and implementable in different corporate contexts.

From this perspective, MPA systems can be viewed of as
two distinct but related types — normative and contextual
(Blenkinsop and Burns, 1992). A normative MPA system
provides a universal conceptual framework that gives insights
into the marketing performance process. It is consistent with
the systems perspective of organizational effectiveness (e.g.
Lewin and Minton, 1986). As representations of understand-
ing of how the marketing performance process operates, such
systems are relatively static, changing only as process under-
standing changes to a significant degree. A contextual MPA
system is embedded in the organizational context of specific
firms, reflecting prevailing organizational contingencies; it is
the application of a normative system in a particular corporate
context. Contextual MPA systems are therefore dynamic in
the sense that they change to reflect changes in firm- and

industry-specific contingencies. Contextual MPAs are more
congruent with goal-oriented perspectives on organizational
effectiveness (e.g. Lewin and Minton, 1986). We develop
models of both types of MPA systems below.

1.6. A normative system for MPA

Marketing performance is a dynamic (e.g. Dickson, 1996)
and multidimensional (e.g. Bonoma and Clark, 1988) pro-
cess. Both of these characteristics are therefore essential in
building a normative MPA system. We represent both of
these characteristics in a normative model of marketing
performance represented in Fig. 1. From a dynamic perspec-
tive, competitive advantage theory suggests that marketing
performance is a process (Kaplan and Norton, 1993; Hunt
and Morgan, 1996) in which four broad stages can be
identified: first, sources of advantage, regarding the acquisi-
tion, development, and deployment of the resources and
capabilities of the firm; second, positional advantages, re-
presenting the realized strategy of” the firm concerning the
value delivered to customers and the costs incurred by the
firm relative to its competitors; third, market performance
outcomes, which are customer and competitor responses to
the firms’ realized positional advantages; and fourth, finan-
cial performance outcomes, concerning the costs and bene-
fits to the firm of the achieved level of market performance
(Day and Wensley, 1988; Kerin et al., 1990; Day, 1994).

1.6.1. Sources of advantage

Recent advances in our understanding of the resource-
based view (RBV) of the firm suggest that sources of
advantage concern both the resources available to the firm
and the capabilities which transform these into valuable
outputs through marketing strategy (e.g. Day and Wensley,
1988). Resources are firm-controlled assets that serve as
inputs to organizational processes and have rent-earning
potential (Aaker, 1989; Srivastava et al., 1998). The man-
agement and marketing literature has identified many dif-
ferent types of resources including: physical resources such
as plant and facilities (Mdller and Anttila, 1987); reputa-
tional resources such as corporate reputation and brand
image (e.g. Aaker, 1989); human resources such as the
number and quality of personnel (Aufreiter et al., 1996);
organizational resources such as scale and culture (e.g.
Moorman, 1995); financial resources such as marketing
budget (e.g. Hunt and Morgan, 1995); informational re-
sources such as market data (e.g. Glazer, 1991); relational
resources such as the number and quality of existing
relationships with customers, channel, and suppliers (Sri-
vastava et al., 1998); and legal resources such as trademark
protection and technology patents (e.g. Barney, 1991).

Despite their importance, superior resources are not a
sufficient condition for superior performance. It is the
degree to which resources can be leveraged into valuable
outcomes by using them in conjunction with capabilities
that defines the extent of performance (e.g. Dierickx and
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Dimensions of Marketing Performance
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Fig. 1. A normative MPA system.

Cool, 1989; Porter, 1996). Capabilities are the organiza-
tional processes that transform available resources into
valuable outputs (Vorhies and Yarbrough, 1998). Capabil-
ities are based on the coordination and integration of skills,
knowledge, and activities (Méller and Anttila, 1987) and
occur at multiple levels in the organization (Vorhies, 1998).
These levels include: individual capabilities such as creative
advertising copy ideas; single-task capabilities such as
media planning; specialized capabilities such as integrated
marketing communications management; functional cap-
abilities such as marketing; and organizational capabilities
such as new product development.

1.6.2. Positional advantage

Through combining available resources with marketing
and other functional capabilities the organization is able to
develop and execute competitive strategies (e.g. Day,
1994). The initial outcome of these competitive strategies
are the realized positional advantages, which are the
positions that the firm is able to actually obtain in the
market relative to competitors (e.g. Day and Wensley,
1988; Kerin et al., 1990). Conceptualizations and opera-
tionalizations of positional advantages achieved in the
strategy literature have focused upon competitive position
in relation to product, service, image, channel, cost, and
price as the most important dimensions of strategic perfor-
mance (e.g. Miller and Friesen, 1986; Kim and Lim, 1988;
Lawless and Finch, 1989).

1.6.3. Market and financial performance

Market performance concerns marketplace awareness
and reactions to realized positional advantages achieved.
These may be viewed from customer, competitor, and
internal perspectives (e.g. Day and Nedungadi, 1994). From

a customer perspective, market performance concerns cog-
nitive and affective responses (e.g. brand awareness and
perceived quality) and the subsequent behavioral conse-
quences (e.g. purchase decision making and actions) of
prospects and customers in the target market to the realized
positional advantages achieved by the firm. From an intern-
ally oriented perspective, market performance is manifest in
the subsequent effect of customer behaviors as seen in terms
of unit sales and sales revenue. From a competitor perspec-
tive, market performance is seen in terms of indicators such
as share of mind and market share. Ultimately, the sales
performance of the firm in combination with the cost of
sales in its market(s) will determine financial performance
outcomes in terms of revenue, cash flow, and profitability
(e.g. Day and Fahey, 1988; Kaplan and Norton, 1993).

1.6.4. Dimensions of marketing performance

As well as being dynamic in the sense outlined above,
marketing performance is also a multidimensional process.
The marketing literature has focused on three dimensions
of marketing performance: effectiveness, the extent to
which organizational goals and objectives are achieved;
efficiency, the relationship between performance outcomes
and the inputs required to achieve them; and adaptiveness,
the ability of the organization to respond to environmental
changes (Walker and Ruekert, 1987). The literature sug-
gests that these three dimensions of performance may not
converge over time due to inherent trade-offs between
them (e.g. Ostroff and Schmitt, 1993; Bhargava et al.,
1994). For example, cutting marketing communications
spend and reducing the size of a sales force may be actions
that maximize short-run marketing efficiency. However,
such actions are also likely to reduce an organization’s
ability to sense and respond to changes in customer needs,
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and hence lead to lower marketing adaptiveness. Addition-
ally, less marketing communications spending may reduce
brand awareness and erode positioning over time and
hence reduce marketing effectiveness (cf. Walker and
Ruekert, 1987). Normative models of the MPA system
therefore need to enable performance to be assessed from
efficiency, effectiveness, and adaptiveness perspectives
within and between each of the stages of the marketing
performance process.

From a normative perspective, MPA therefore involves
assessing marketing resources and capabilities as sources of
advantage, positional advantages achieved, market perfor-
mance from customer perceptions through customer beha-
viors to customer post-purchase outcomes (customer
perspective) and unit sales, market share, etc. (firm per-
spective) to financial consequences (revenue, cash flow, and
profits). This model is consistent with historical marketing
productivity analysis in allowing a focus upon marketing
inputs and outputs but broadens understanding of the
“black box” at the heart of most productivity models
(Bonoma and Clark, 1988) by also focusing on marketing
transformation processes and taking a dynamic perspective
by examining the temporal relationships involved. The
normative model may also be viewed as an extension of
marketing audit approaches to assessing marketing activ-
ities and effectiveness, but broadens these approaches by
incorporating a dynamic component and allowing assess-
ments of marketing adaptiveness and marketing efficiency,
as well as marketing effectiveness.

1.7. Contextual factors in MPA systems

From an individual firm-level perspective, the signifi-
cant observable variations among firms in their marketing
performance monitoring approaches suggests that MPA
systems are not a “one-size-fits-all”” type of organizational

Marketing Strategy
* Goals —
» Competitive Means

control system. Rather, contextual MPA systems are a
subset of the normative MPA system described above that
reflect industry and firm specific contingencies. Our under-
standing of relevant and important contingencies affecting
MPA systems within organizations is currently limited by
the scant empirical attention paid to this issue in the
literature. We propose a model of the contingency, re-
sponse, and performance factors that the extant marketing
and management literatures suggest should be associated
with the design and use of MPA systems within organiza-
tions in Fig. 2.

1.7.1. MPA system contingency variables

Given the centrality of MPA in the academic study and
management practice of marketing, surprisingly little atten-
tion has been paid to the key contingencies reflected in the
design and use of MPA systems within organizations.
However, there are literature-based grounds for expecting
that important contingencies are likely to include marketing
strategy (e.g. Piercy, 1998), corporate context (e.g. Day and
Wensley, 1988), and task environment variables (cf. Ja-
worski, 1988).

Two marketing strategy variables are highlighted in the
literature as potentially important in MPA systems: market-
ing strategy goals (cf. Govindarajan and Gupta, 1985); and
the competitive means proposed for achieving them
(cf. Meyer, 1994). MPA systems need to reflect the market-
ing strategy goals being pursued and the competitive means
being used to achieve them in terms of the performance
assessment criteria and standard used (cf. Globerson, 1985;
Eccles, 1991). Failure to align MPA performance standards
with marketing strategy goals and competitive means can
lead to two problems: using the wrong measures, i.e. those
that allocate marketing effort and resources allocated to
activities that do not contribute to effective marketing
strategy implementation (false alarms); and failing to use

Corporate Context MPA Characteristics Perf.

«Information * Performance Standard eriormance
Availability « Referent . Strategy Execution

* Corporate PA »| * Measurement Orientation » Effectiveness
Requirements * Time-Span of Assessment * User Satisfaction

« Autonomy « Reward System * Organizational

«Stakeholder Power Consistency Learning

Task Environment
* Task Uncertainty
¢ Industry Dynamics ~ —
» Competitor Attributes
* Customer Attributes

Fig. 2. A contextual MPA system.



N.A. Morgan et al. / Journal of Business Research 55 (2002) 363—-375 369

the right measure, so that important marketing activities are
not addressed (gaps) (cf. Dixon et al., 1990). The existence
of such “false alarm™ and “gaps” problems in MPA system
design may be associated with performance outcomes
(cf. Schmenner and Volmann, 1994).

Four corporate context variables affecting MPA systems
are suggested as potentially important in the marketing and
management literature: information availability; corporate
performance monitoring requirements; SBU autonomy; and
stakeholder power.

Information availability concerns the ease with which
various kinds of performance data may be collected. It has
been suggested in the literature that managers performance
assessment system choices may be influenced more by
information availability than by strategic goals and compe-
titive means (e.g. Morgan and Piercy, 1996; Piercy, 1997).

Corporate performance assessment requirements concern
the performance information required by corporate-level
managers for corporate planning and control purposes.
Marketing performance measurement systems must be con-
sistent with overall corporate performance measurement
systems in order to support effective corporate planning
and control. Additionally, the literature suggests that “fit”
between MPA systems and those used in other functional
areas may significantly aid general management decision
making and effective strategy implementation (e.g. Hrebi-
niak and Joyce, 1984; Keegan et al., 1989).

SBU autonomy concerns the flexibility available to
general and marketing managers to set the design para-
meters of their MPA systems in addition to the reporting of
any performance information demanded by corporate-level
managers and systems.

Stakeholder power concerns the relative influence of
different groups who have an interest in the goals and
operation of the firm. Different stakeholder groups may
include stockholders, employees, and customers (e.g. Ford
and Schellenberg, 1982). The relative influence of the
various stakeholder groups may influence the selection,
importance and level of different performance standards
(e.g. Cameron, 1986) and the choice of performance stan-
dard referent and measurement orientation (Morgan and
Katsikeas, 1997). Normative MPA approaches often assume
that profit maximization is the overriding corporate objec-
tive suggesting that profit-based measures of financial
efficiency should be the most important performance stan-
dard. However, this assumes that stockholders are the most
important stakeholder group and that stockholders are pri-
marily interested in short-run financial efficiency, which is
often not true (e.g. Brown and Laverick, 1994). Rather,
stakeholder influence is likely to vary between firms and
this is likely to affect the characteristics of the MPA system
adopted (cf. Tsui, 1990).

Four aspects of the task environment for marketing are
likely to impact the MPA system used within organizations:
environmental uncertainty, industry dynamics, competitor
attributes, and customer attributes.

Environmental uncertainty concerns the predictability of
the environment within which managers operate. Environ-
mental uncertainty has been identified as a significant
factor in the design of organizational and marketing con-
trols systems (e.g. Hirst, 1983; Jaworski, 1988). The
control literature suggests that in uncertain environments
the cost of measuring performance outcomes is higher (e.g.
Eisenhardt, 1985) and that uncertainty also affects reliance
upon accounting data in performance assessment (e.g.
Hopwood, 1972; Govindarajan, 1984). Both increased cost
and greater reliance on accounting-type data in uncertain
environments are likely to affect the characteristics of MPA
systems within organizations.

Industry dynamics concern the time spans involved in the
various stages of the marketing performance process. The
time taken between acquiring sources of advantage, achiev-
ing positional advantages, raising market performance, and
the ultimate impact upon observed financial outcomes may
vary significantly between industries (e.g. Feder, 1965).
Since it is obviously important to assess marketing perfor-
mance over appropriate time periods, it would seem reason-
able to expect that industry dynamics will impact the
characteristics of MPA systems used within organizations.
Further, this implies that MPA systems may change over
time to reflect product and organizational life-cycles (e.g.
Richardson and Gordon, 1980; Eccles, 1991).

Competitor attributes describe the characteristics and
behaviors of the competitors in the firm’s environment.
MPA systems may differ depending on these attributes.
Day and Nedungadi (1994) propose that concentration of
competition in an industry should make competitors
more salient in managerial representations of advantage,
suggesting systems that emphasize competitor interactions
as the drivers of marketing performance. Similarly,
threatening competitive behavior (e.g. Clark and Mon-
tgomery, 1998) may drive MPA systems toward a more
zero-sum, warfare analogous understanding of what
drives marketing performance.

Customer attributes describe the characteristics and be-
haviors of customers, which should affect the nature of MPA
systems. For example, concentration of buyers — the extent
to which a customer base is dominated by a few buyers —
seems likely to be an important driver of MPA systems.
Aside from the notion that a concentrated customer base
leads to increased buyer power and thus increased salience to
the organization (Day and Nedungadi, 1994), monitoring
marketing performance vs. a few customers is likely to
produce a more informal and personal system, while mon-
itoring marketing performance relative to a customer base in
the millions lends itself to — indeed, may demand — use of
sophisticated measurement systems such as scanner data
analysis and data mining (e.g. Blattberg et al., 1994).

1.7.2. MPA system response variables
The literature suggests five MPA system response vari-
ables that may be affected by the contingency variables
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identified above: performance standards, referents, measure-
ment orientation, measurement time span, and reward sys-
tem consistency.

Performance standards address the criteria against which
marketing performance is assessed (e.g. unit sales, customer
satisfaction) and the level of performance on these criteria
against which performance is assessed (e.g. 20% increase in
unit sales, 85% customers scoring above average satisfac-
tion levels or higher). The selection of performance stan-
dards is important not simply in terms of assessing the
progress of marketing strategies and programs but also for
the ““signal” that they send to managers and employees
concerning desired behavior (Ouchi, 1979; Govindarajan
and Fisher, 1990).

Measurement orientation concerns the stakeholder per-
spective of the performance measures used. The organiza-
tional effectiveness and strategic management literatures
suggest that different stakeholder frames of reference influ-
ence the choice of performance indicators used in empirical
research (e.g. Cameron and Whetten, 1983; Hitt, 1988).
While the organizational effectiveness and general manage-
ment literatures have emphasized constituency, stakeholder,
and resource perspectives (Pfeffer and Salancik, 1978; Van
de Ven and Ferry, 1980), the strategic marketing literature
has highlighted three measurement orientations relevant to
performance assessment: customer-focused indicators, for
instance, customer satisfaction and customer retention;
competitor-centered indicators, including relative sales
growth and relative market share; and internally oriented
indicators, such as profitability and ROI (Day and Wensley,
1988; Day and Nedungadi, 1994). Day and Nedungadi
(1994) report that managers primarily emphasize internally
oriented representations of competitive advantage, but that
this is followed closely by both customer-focused and
competitor-centered evaluations.

Referents concern the perspective represented by the
level of at which the performance standard discussed above
is set and/or against which outcomes are actually assessed
by managers using the MPA system. Performance assess-
ments are inherently relative in nature, the question is
relative to what? Typically, referents may be based on
different perspectives including: the firm’s past perfor-
mance (e.g. last year’s sales); competitors’ current perfor-
mance (e.g. current market share); targets set in written
marketing plans; and, managers’ ‘“realistic”’ expectations
about potential performance outcomes. The selection of a
referent to use with an indicator of performance is of
importance, as it will significantly affect the performance
level observed (Cameron, 1986; Lewin and Minton, 1986).
Again, the relative power of various constituencies of the
firm such as stockholders, managers, and employees who
may have widely differing objectives and expectations
concerning desired performance criteria and levels is likely
to be a significant contingency variable (Chakravarthy,
1986; Tsui, 1990). Eccles (1991) suggests that companies
are better off using current competitor referents than

internally oriented past company performance. That said,
we have no empirical knowledge to suggest that the use of
any particular performance referent is inherently superior to
any other.

Time span of assessment concerns the time period over
which performance is measured. Chakravarthy (1986)
suggests that monitoring a firm’s strategic performance
requires measures that capture its potential performance in
the future, as well as its current and past performance.
Simple reliance upon accounting-based measures is inade-
quate for these purposes as they reflect the financial
outcomes of past strategy (Day and Wensley, 1988). It
is clear that the time span of assessment in any MPA
reflects the timetable associated with marketing strategy
actions and the time lag and cumulative effects required
for these to impact outcomes. These contingencies often
do not coincide with or overlap financial accounting time
periods (fiscal quarters and financial year-ends). While
managers may therefore be tempted (or forced) to use
time spans of assessment that do not reflect marketing
strategy contingencies, the consequences of such actions
may be significant and negative in that the “success” or
“failure” of a marketing strategy may be assessed before
it is reasonable to expect any actions taken to impact
observable outcomes.

Reward system consistency concerns the alignment be-
tween the MPA system and the system used to evaluate and
reward marketing personnel. Alongside performance mea-
surement, reward systems are viewed as a central compo-
nent of any control system (e.g. Anthony, 1988; Jaworski
and Kohli, 1993). A number of studies have suggested that
linking employee and management rewards with specified
goals on appropriate criteria can influence behavior (e.g.
Gupta and Govindarajan, 1984). The marketing literature in
particular has concentrated upon the importance of both
performance measurement and reward systems in shaping
behaviors within the organization (e.g. Anderson and Cham-
bers, 1985; Jaworski, 1988; Oliver and Anderson, 1994). By
aligning reward systems with MPA systems, managers may
send even stronger signals about desired behaviors and
outcomes to managers and employees, and significantly
enhance the effective implementation of desired strategies
(cf. Floyd and Woolridge, 1992).

1.7.3. MPA system performance variables

1.7.3.1. User satisfaction. Performance assessments are
not absolute and usually relate to user expectations and
competitive referents, more than to abstract objective mea-
sures (e.g. Bonoma, 1989; Clark, 1998). Our model sug-
gests that the greater the alignment between the MPA
contingency and response variables identified, the more
likely managers expectations are to be confirmed, and the
greater the satisfaction of managers with the MPA system.
Indeed, a cynic might wonder if this is not a driving factor
behind how MPA systems are developed.
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1.7.3.2. Strategy execution effectiveness. Effective MPA
systems should aid the effective execution of marketing
strategy (cf. Daft and Macintosh, 1984). Without alignment
between the marketing strategy pursued, the marketing
performance measures utilized, and the evaluation and
reward system in the business unit, marketing strategies
were unlikely to be effectively implemented (cf. Stata and
Maidique, 1980; Eccles, 1991). Ineffective MPA systems
may commonly fail to aid effective implementation of
marketing strategy by: not changing MPA performance
standards to reflect shifts in marketing strategy; using
inadequate time periods of assessment and thereby under
or over estimating strategy outcomes; and not aligning
reward systems with MPA systems and continuing to reward
“x” while monitoring “y”. Although these concerns seem
to cover a number of different areas, the literature supports
considering goal setting, performance measurement and
feedback linked into reward and evaluation as intercon-
nected components of “cybernetic”’ models of management
control (e.g. Anthony, 1988).

Organizational learning is the development of new
insights or knowledge that may influence behavior and
improve performance (Sinkula, 1994). Slater and Narver
(1995) identify two distinct types of organizational learn-
ing: adaptive (or single loop) learning where insights and
knowledge are bounded within the organizations’ as-
sumptions about the environment; and generative (or
double loop) learning where insights and knowledge
challenges such assumptions. MPA systems have the
potential to considerably enhance the ability of the
organization to learn in both adaptive and generative
modes. However, MPA systems are unlikely to contribute
significantly to organizational learning unless they are
comprehensive (in the manner suggested in the normative
MPA model) and adopt appropriate time spans. One of
the biggest problems identified with productivity analyses
in this context is that by treating the marketing process
as a “black box” it is difficult, if not impossible to
discern why inputs and outputs are linked and in what
ways. Unless marketing managers are able to diagnose
what works and what does not in analyzing inputs,
actions and decisions, and outputs, then by definition,
no learning can take place. Since organizational learning
is a fundamental source of capability upgrading, any
failure to learn degrades future competitiveness. Effective
MPA systems may therefore be important in generating
future marketing performance, as well as monitoring
current marketing performance.

2. Discussion and implications

2.1. Discussion

Recent work indicates that senior corporate managers
have inadequate knowledge of, and confidence in, their

marketing organizations’ performance (Pesmen, 1993;
Sheth and Sisodia, 1995). We believe that inadequacies in
MPA system understanding and implementation are largely
responsible for this state of affairs. Marketing academics
continue to chide managers for treating marketing budgets
as overhead expenditure rather than capital expenditure in
building revenue generating marketing assets. However, in
the absence of valid, reliable, and credible MPA systems,
marketing managers will remain unable to convince bottom-
line driven corporate executives that marketing expenditure
should be protected. It is naive to suggest that corporate
executives are simply being myopic and that marketing
managers are “right” in their belief that marketing budgets
are effectively utilized. The reality is that marketing man-
agers themselves are often unable to uncover and confi-
dently support cause and effect relationships between
marketing inputs, marketing processes and marketing per-
formance outcomes.

Given the problems identified in current MPA ap-
proaches, and corporate contexts that have for the large
part been dominated by efficiency-based goals over the
past decade (witness the effect of business process reen-
gineering), many marketing managers have relied upon
MPA systems that emphasize short-run assessments of
tangible inputs and outputs (cf. Misterek et al., 1992).
While this may be understandable, the use of such MPA
systems may lead to decisions that do not maximize long-
run, or even medium-term competitiveness (e.g. Hayes and
Wheelwright, 1984; Wisner and Fawcett, 1991). Such
MPA systems often lead to a focus on asset parsimony
i.e. cutting inputs into the marketing productivity equation
that can be sub-optimal for longer-term marketing perfor-
mance outcomes (e.g. Piercy, 1986). For example, redu-
cing “slack™ resources can limit resources allocated to
building sources of advantage (e.g. Eccles, 1991), reduce
the firms absorptive capacity (e.g. Chakravarthy, 1982),
limit creativity (e.g. Piercy and Morgan, 1997), and limit
strategy implementation effectiveness (e.g. Bonoma and
Crittenden, 1988).

Perhaps even more directly damaging to future perfor-
mance is the inability of most MPA systems to contribute to
effective organizational learning. The strategy literature
increasingly suggests that knowledge is a meta-resource
and organizational learning a meta-capability that enhance
and upgrade all of other resources and capabilities of the
firm. Organizational learning in particular is widely viewed
as constituting a valuable, non-substitutable and inimitable
source of competitive advantage (e.g. Slater and Narver,
1995). We believe that by focusing upon inputs and outputs,
monitoring relatively few indicators, and not matching the
time frame of assessment with industry dynamics and
marketing strategy content, most MPA systems in use sig-
nificantly impede organizational learning. The cycle of
treating symptoms rather than causes in marketing strategy
shifts is unlikely to be altered until some of these MPA
design errors are addressed (cf. Cohen, 1998).
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2.2. Implications for future research

Our review and conceptual model development suggest
numerous opportunities for future research. Academic
research in marketing has not focused upon MPA to any
significant degree for the past 20 years. As a result, it is
unsurprising that academic research has had a negligible
impact on practice, leaving MPA systems in use in most (if
not all organizations) flawed both conceptually and, per-
haps more importantly, in the minds of the managers that
use them. This represents a significant failing on the part
of the marketing discipline with respect to one of its most
important constituencies, and may be negatively affecting
researchers ability to get management cooperation and
access to research sites to conduct needed marketing
strategy research. In addition, academic failures to develop
strong conceptual insights and rigorous measures of mar-
keting performance negatively impacts confidence in mar-
keting strategy research where marketing performance is
often the ultimate dependent variable of interest (Morgan
and Katsikeas, 1997). Below, we highlight what we believe
to be some of the research areas suggested by our research
as being of most immediate value in enhancing both
academic understanding and aiding improvements in man-
agement practice.

2.2.1. Multidimensional nature of performance

Extant management and marketing literature provides a
strong theoretical basis not only for adopting multidimen-
sional performance conceptualizations and operationaliza-
tions, but for examining interactions among the various
dimensions of performance. However, few studies have
explored the nature and significance of trade-off interac-
tions among different marketing performance dimensions.
For example, in increasingly dynamic market environ-
ments the adaptive dimension of marketing performance
is becoming increasingly important. In such environ-
ments, adaptiveness may be viewed as a precursor of
effectiveness and efficiency outcomes, suggesting a rela-
tionship between adaptiveness and other important dimen-
sions of performance (Ruekert and Walker, 1987). To
enhance knowledge development in the field, it is im-
perative that we gain a deeper understanding of such
relationships. What are the trade-offs and when do they
occur? Recent contributions suggest that data envelop-
ment analysis, which identifies “efficiency” frontiers,
represented by such trade-offs may be an appropriate
methodology for researching such trade-offs (e.g. Bhar-
gava et al., 1994).

2.2.2. Dynamics of marketing performance

Academic understanding of marketing processes is still
relatively undeveloped (Piercy, 1998). An important first
stage in studying processes is identifying key stages
involved (e.g. Van de Ven, 1992). Here, we have used
the theoretical literature concerning organizational perfor-

mance to develop a normative model of the marketing
performance process and suggest five distinct stages.
However, from an empirical perspective, we have no
evidence to support the number and characteristics of
stages in the marketing performance process. Additionally,
we have little or no understanding of the length of the time
scales involved in movement between marketing perfor-
mance stages under different conditions. Knowledge of the
temporal dynamics of the marketing performance process
is an essential prerequisite for developing MPA systems
that utilize appropriate time scales of assessment. Although
costly and time-consuming, longitudinal studies are better
suited to capture the temporal character of, and explore the
cause—effect relationships involved in, the marketing per-
formance process.

2.2.3. Sources of advantage

Marketing researchers has largely ignored the resource-
based view literature, with a few notable exceptions (e.g.
Day, 1994; Hunt and Morgan, 1995). As a result, we
have almost no knowledge concerning sources of advan-
tage in marketing performance. While we have identified
theoretically anchored conceptualizations of marketing
resources and marketing capabilities in our normative
MPA model, we again have almost no empirical evi-
dence. What are important marketing resources and cap-
abilities? How may they be measured for academic
purposes? How should managers set about assessing
marketing resources and capabilities to improve their
MPA systems? Available measures from the management
literature are limited in both number and level of devel-
opment (Miller and Shamsie, 1996), hence, there is a
need for future research to develop measures of the
sources of marketing advantage.

2.2.4. Contextual MPA systems

The goal-centered view of organizational effectiveness
suggests that performance should be assessed from the
standpoint of an internal “user”, rather than an external
“expert” (Miles, 1980; Lewin and Minton, 1986). In
marketing strategy formulation and implementation, man-
agers may often pursue goals incongruent with those of
normative ‘“‘experts”’. Managerial goals and objectives,
and the subsequent criteria and standards used by man-
agers in the appraisal of marketing performance, may
therefore not relate well to academic “‘expert” assess-
ments. It is therefore important that researchers gain a
deeper understanding of why and how they evaluate
marketing performance outcomes. The contextual MPA
contingency, response, and performance factors identified
in the contextual MPA model developed here represent a
first step forward in this direction, but empirical insights
are urgently required. Building knowledge of MPA sys-
tems in use will provide insights into the development of
improved MPA systems and enable researchers to better
explain relevant managerial behavior.
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3. Conclusion

The potential benefits of extending the base of MPA
knowledge and generating insights relevant to improving
the assessment of marketing performance are substantial. In
addition to helping marketing managers learn to better
allocate marketing resources, the ability to demonstrate
relationships between marketing inputs and outputs would
be greatly welcomed by corporate-level managers who
would then be better equipped to distinguish between
marketing “expenditure” and marketing “investment”. Im-
proved MPA systems therefore have the potential to sig-
nificantly shape corporate behavior. Additionally, the
financial markets have already shown a desire to factor
marketing performance into their assessments of future
corporate performance. For example, a recent survey of
equity analysts showed strong support for much greater
reporting of marketing performance alongside traditional
financial performance in annual reports, briefings to ana-
lysts, etc. (Brand Finance, 1998). Thus, while researchers in
this area may be starting from a relatively low base, the
indications are that the pay-offs from researching in this area
may be significant.
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