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Summary 
 

1. Introduction While a lot has been said about the 
need for marketing metrics, not 
much has been said about its 
connections with financial 
consequences, especially, elements 
of firm value. In this paper, we 
propose a framework that extends 
the current ones in linking individual 
marketing actions via marketing 
metrics to financial metrics and the 
intangible assets composing a firm’s 
value. In doing so, we focus our 
attention on (i) the impact that 
marketing has on value creation in 
the short term and over the long 
term, and (ii) the reduction in 
variability or risk of cash flows 
enabled by a well planned marketing 
strategy. Within this framework, we 
discuss the development of 
individual marketing metrics, and 
identify areas where (i) metrics, (ii) 
their links to financial consequences, 
or (iii) links to firm value; are 
lacking. We present an analysis of 
how marketing science research 
would enable us to address some of 
these gaps.  

 
For a long time now (1997-2006), 
the Marketing Science Institute 
(MSI) has identified marketing 
metrics and marketing productivity 
as one of its top research priorities. 
This problem domain has included 
various aspects such as assessing 
marketing ROI, linking internal 
marketing program metrics (e.g., 
awareness) to external financial 
metrics (e.g., ROI), the valuation of 
customers, the valuation of brands, 
the valuation of innovation, 
measuring short- and long-term 
effects of marketing spend, and 
global/international metrics and 
measures. The need for 
demonstrating the financial 
consequences of marketing 
expenditures has also been echoed 
widely at the Chief Marketing 
Officers (CMO) Summit jointly 
hosted by MSI, Wharton and 
McKinsey in 2002 and 2003. This has 
predominantly been due to the 
immense pressure put on companies 
during the recent economic 
slowdown at the turn of the century, 
to cut costs and operate efficiently. 
Since then, awareness about this 
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topic and research on specific 
subtopics in this area has already 
commenced among marketing 
academics (Reinartz and Kumar 
2000, 2003; Rust, Zeithaml, and 
Lemon 2000; Rust, Moorman, and 
Dickson 2002) and industry 
practitioners, albeit most of it is in 
an early stage.  
 
1.1 Our objectives 
 
Given this back drop, this paper has 
multiple objectives. We first seek to 
place the existing research in this 
area in the proper context with 
respect to the need for linking 
marketing metrics to financial 
consequences. Existing research falls 
into two categories: one is the 
relevant frameworks proposed to link 
marketing to overall firm 
performance (e.g., Srivastava, et. al. 
1998, 1999, 2001; Rust, et. al. 
2004), and the second is the 
development of individual marketing 
metrics for measuring the 
effectiveness of marketing activities. 
The latter literature is immense, with 
developments contributing to it over 
the past several decades – starting 
with metrics as basic as advertising 
elasticity, to recent advances in 
customer life-time values. Given this 
challenge, we focus first on the 
research seeking to relate marketing 
to firm performance. This enables us 
to identify whether the marketing 
function is able to seek the 
appropriate audience that it needs 
within the firm.  
 
Having identified the limitations of 
this existing research, we then 
propose a conceptual framework that 
expand the links between marketing 
metrics and operational financial 
metrics (e.g., ROI, ROA) to 
incorporate a links between 
marketing metrics and the long term 

value of the firm (i.e., intangible 
assets). While this ensures that 
marketing’s impact is emphasized at 
all levels in the organization, from a 
research perspective it opens up 
gaps where appropriate metrics as 
well as appropriate links might not 
be developed, and strategic 
questions might have remain 
unanswered. We illustrate these 
gaps and the need for theoretical 
contributions from marketing science 
with the help of a specific example. 
While establishing the links between 
marketing and firm value, we focus 
our attention on (i) the impact that 
marketing has on value creation in 
the short term and over the long 
term, and (ii) the reduction in 
variability or risk of cash flows 
enabled by a well planned marketing 
strategy.  
 
Having established our conceptual 
framework, we then turn our 
attention to the existing research on 
metrics for individual marketing 
activities, and place those within the 
proposed structure. While doing so, 
our focus shall remain on evaluating 
whether adequate marketing metrics 
have been established for a 
particular marketing activity (e.g., to 
understand the outcomes of 
advertising campaigns), whether 
links have been established between 
these marketing metrics and the 
financial metrics (e.g., ROI), and 
whether these metrics have been 
tied to the intangible assets that are 
increasingly dictating the firm value. 
We close with suggestions for future 
research.  
 
1.3 No dearth of marketing metrics 
 
The fundamental issue with 
evaluating marketing performance 
has not been that there is a dearth 
of marketing measures. To the 

Zyman Institute of Brand Science 
  

4



contrary, over the past few decades, 
marketers have developed a myriad 
metrics for evaluating marketing 
performance (a good review is 
presented by Farris, et. al. 2006). 
Some of these include awareness, 
preference, purchase intent, share of 
wallet, customer satisfaction, loyalty, 
repeat purchase rate, just to name a 
few. Recent work by Ambler (2000) 
examines a number of commonly 
used marketing measures. One of 
the fundamental issues is that the 
measures used within the marketing 
function (e.g., loyalty) differ from 
those used within the finance 
function (e.g., ROA), which in turn 
may differ from those used by the 
corporate board (e.g., shareholder 
value). A dominant reason why this 
is the case is that marketing 
measures do not fit with the normal 
language of the firm – an 
accounting-financial language, and 
thus marketing performance 
measures typically fall shy of 
management needs (Clark 1999; 
Ambler 2000; Brodie, Glynn and 
VanDurme 2002). This lack of 
conformity with the corporate 
language makes it difficult to 
compare marketing expenditures 
with alternative expenditures 
elsewhere in the organization. In 
order to communicate well with 
other functional groups, marketers 
must learn how to take the next 
step—converting measures such as 
price/share premiums and brand 
loyalty into cash flows and business 
risk. That poses the challenge of 
providing a translation of marketing 
outcomes to financial measures. The 
interest in finding this link is now 
greater than ever.  

The last several decades has seen a 
steady shift from firm valuation 
being based primarily on physical 
assets to being based on intangible 
assets (Lusch and Harvey 1984). 
Where once the value of a firm was 
predominantly (nearly 80%) 
determined by tangible assets, 
today, nearly half of the value of the 
firm is now based on intangible 
assets (Ip 2004). Three of the most 
highly valued intangible assets are 
intellectual property, brand, and the 
firm’s customers. Two of the three 
are clearly assets developed by 
marketing, and the third, intellectual 
property (IP), may be potentially 
connected depending on a firm’s 
market context, and the extent of a 
role played by marketing role in 
developing new products and 
influencing the innovation process. 
For example, in a pharmaceutical 
company, marketing might not 
contribute much towards the 
creation of intellectual property, but 
for a consumer products company it 
might certainly directly influence the 
direction IP would take. 
 
On limited occasions in the past, 
researchers have been able to 
establish a link between everyday 
marketing metrics and its financial 
consequence to the firm. The 
development of marketing mix 
models has allowed marketers to 
connect spending to incremental 
sales and market share (ref). With a 
direct connection to sales, it was 
possible to show the financial 
implications to the firm. Most 
marketing mix models focus on the 
impact on sales over the baseline, 
but few show the impact on the 
baseline as well, and few questions 
about the baseline are asked. Also, 
most of these studies have been 
criticized because of their poor 
diagnostic capabilities and their 

 
1.4 Changes in understanding firm 
value over the longer term 
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focus on the short-term outcomes 
(Anderson 1982; Dekimpe and 
Hanssens 1995). While companies 
such as Kraft and General Mills are 
selling at two to three times book 
value, P&G’s valuation is a lofty 8.7 
times book value, almost equally 
divided in current value and future 
expected performance. In other 
words, while senior managers 
complain that investors put far too 
much on short-term quarterly 
earnings, the market actually puts 
the majority of value on the ability to 
manage growth and risk in the 
future.  
 
A fundamental question still remains 
unanswered – as to what is the long-
term impact of many marketing 
activities? Research on this question 
is sparse (only recent exceptions are 
Dekimpe and Hanssens 1999, and 
Mela, Gupta and Lehmann 1997). 
The long-term impact could manifest 
in a variety of ways – it could reduce 
risks associated with cash flow 
streams generated by marketing, 
and create a more sustainable 
source of revenues for the firm. This 
might play a more vital role from the 
perspective of developing a healthy 
organization that excels both over 
the short term and the long term. 
But this accounting standards debate 
is not likely to be resolved without 
collaborative research between 
accountants and marketers.  
 
Nonetheless, it is important that top 
management be willing to pay for 
certain marketing activities over 
multiple periods, and not expect 
every marketing undertaking to have 
positive short-term results. In 
particular, it is important to 
recognize that some marketing 
activities are focused on building 
market-based assets where the 
outcomes have strategic value (e.g., 

building a new channel, investing in 
brand development, or customer 
acquisition). Other activities are 
focused on “maintenance marketing” 
or where one might leverage 
market-based assets to enhance 
short-term performance (e.g., price-
promotions that leverage brand 
equity to extract value for the 
company). To accomplish this, it is 
essential we have measures not just 
of short–term consequences as 
derived from marketing mix models 
but also the long-term effects. 
Analogous to when a company 
invests in a plant, there is a tangible 
asset which appears on the books for 
which there is a known depreciation 
schedule.  
 
While current accounting practices 
neither permit us to show the long-
term effects nor depreciate 
marketing expenditures, there is no 
reason why we should not have such 
long-term measures and recognize 
these metrics as fundamental assets 
of the firm. Thus, in order to 
highlight marketing’s invaluable 
contribution towards the long term 
health of a company, it is imperative 
that we clearly understand how 
marketing activities at an individual 
campaign level link to (i) the 
financial consequences that are the 
concern of accounting and finance 
departments, and (ii) the intangible 
assets that are the concern of the 
CEO and board of directors 
managing the ultimate strategic 
direction for the organization.  
 
2. Existing frameworks that link 
marketing to firm performance 
 
2.1 A traditional industry perspective 
– the DuPont Model 
 
Since its humble beginnings in 1919, 
the DuPont model has come a long 
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way in being accepted as a standard 
technique in the industry for defining 
return on investments, and the 
definitional components leading up 
to it (CFO 1998). The role of 

marketing activities in enhancing 
short-term profitability and cash 
flows can be mapped into the 
framework of the DuPont model 
(Figure 1). 

    
 

Figure 1: Managing Current Profitability Using Traditional Performance 
Management Tools: 
The DuPont Model 
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The DuPont model integrates 
elements of the income statement 
with those of the balance sheet. By 
managing net margins 
(margins/sales) and asset turnover 
(sales/assets), companies can 
“engineer” return on assets (ROA). 
Marketers have long argued that, in 
the aggregate, strong marketing 
investments and performance will 
result in higher margins as well as 
turnover as expressed in a “revenue 
premium” measure of brand equity 
(Ailawadi, Lehmann, and Neslin 

2003). Brand equity and customer 
loyalty help companies avoid slipping 
into the commodity trap so prevalent 
in firms’ approaches to managing 
customer solutions. In both cases, 
margins, turnovers, and cash flows 
are enhanced.  
 
While marketers are familiar with the 
DuPont model, more often than not, 
they choose to ignore its 
consequences. Because most 
salespersons are rewarded on 
volume and revenue metrics, it not 
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surprising that they deliver revenue, 
not cash flow. If the objective is to 
maximize volume, sales people are 
likely to reduce prices whenever 
possible, promise faster delivery, 
and figure receivables are someone 
else’s problem. However, each of 
these objectives undercuts margins 
and reduces asset turnover. 
Customers with less predictable 
demand who want faster deliveries 
result in inventory levels. Customers 
who do not pay in time result in 
receivables. By decreasing the 
numerator (margins) and increasing 
the denominator (assets), these 
sales tactics ultimately reduce ROA. 
 
Marketers’ failure to recognize the 
importance of margins can lead to 
results that are quite suboptimal. For 
example, if a price elasticity estimate 
of -2 (say a 1 percent decrease in 
price leads to a 2 percent increase in 
volume) would support a price-cut 
decision, such a decision would 
decimate profits if the net margin 
were 10 percent. This is because a 1 
percent price decrease would lead to 
a 10 percent margin decrease and 
the 2 percent increase in volume 
would lead to a shortfall of 8 percent 
in contributions to profit. Because 
marketers (including researchers and 
academics) often deal with volume 
and share information alone, their 
actions are more prone to produce 
sales than economic profits—the key 
objective of the enterprise. 
 
Some marketers focus on metrics 
such as growth in sales and market 
share to report the impact of their 
actions. This should be extended to 
include a discussion of the impact on 
margins, working capital, and cash 
flow. 
 
While simplicity, structure, and 
definitional clarity helped the DuPont 

model come a long way, 
unfortunately, it also raises many 
concerns from a marketer’s 
perspective. First, marketing 
expenditures are listed as expenses 
rather than investments. This implies 
they generate only a short term 
impact and do not contribute to even 
semi-durable assets. Thus, all 
marketing activities must typically 
“pay” for themselves within a short 
timeframe. To the contrary, it has 
been argued that market-based 
assets such as customers and brands 
are the only assets that appreciate, 
and not depreciate (Lusch and 
Harvey 1984; Srivastava et al 1998). 
 
Second, managers often focus much-
too-much attention on managing ROI 
(or, in the case of marketing 
managers, ROMI) rather than 
managing the firm value. Strong 
brands leveraged in down markets 
can wrest market share from 
beleaguered competitors (Buzzell 
and Gale 1987). Adverse economic 
conditions that may lead to lower 
ROMIs often result in reductions in 
marketing investments. Ironically, 
for strong companies, this may be 
the best time to go on an offensive 
because less robust competitors may 
be weaker still (Srinivasan, 
Rangaswamy and Lilien 2005) . It is 
also the case that much of the 
impact of marketing is on spending 
relative to competition. During weak 
economic times, competitive 
spending using the same logic would 
be down. Thus, high levels of 
relative spending are easier to 
achieve. This reasoning, among 
others, has resulted in a debate on 
the relative value and usefulness of 
“R over I” versus “R minus I” with 
strong advocacy for the latter (Doyle 
2000; Ehrbar 1998). The latter is 
often measured via the economic 
value added (EVA) and represents 
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cash flow from an opportunity 
adjusted for the cost of resources 
used to generate the cash flow.   
 
Third, all accounting-based 
measures (including the DuPont 
model) are retrospective. This may 
not pose a problem in mature, stable 
markets where the future is 
expected to be similar to the past. 
However, in dynamic markets 
subject to product and marketplace 
changes, looking at what is 
happening may not be the best for 
planning forward. By its nature, the 
tendency to look at what has 
happened, not what will happen, 
places too much weight on short-
term results, and does not recognize 
the assets that have been created 
which might lead to future sales, or 
recurring customers.  
 
Fourth, accounting metrics such as 
margins and turnover favor mature 
products over new-to-market 
innovations that tend to have lower 
turnover, lower net margins—and 
higher marketing investment 
requirements (e.g., for customer 
acquisition). Invariably, use of 
metrics such as ROA or ROI swings 
the pendulum in favor of incumbent 
products thus starving innovations of 
badly need growth funds.  
 
Finally, performance metrics such as 
ROA and EVA ignore risks and 
sacrifice future opportunities for 
short-term earnings. Because risk is 
a principal determinant of a firm’s 
equity, this omission is critical 
(Martin and Petty 2000). Thus, new 
products or emerging markets, 
which typically have lower net 
margins and turns and higher 
marketing investments, tend to lose 
the battle of resources to mature 
and established products and 
markets. In effect, companies are 

more likely to invest in incumbent 
products and markets, starving 
future opportunities if they focus on 
short-term tools like the DuPont 
model or EVA. Prospects with longer-
term payoffs must be evaluated by 
measures that give credit to such 
payoffs – such as net present value. 
 
Despite the reservations associated 
with short-term performance 
measures, they represent the most 
frequently used metrics. Thus, 
marketers must learn to use them to 
justify request for resources, or at 
least show other metrics that 
demonstrate the long-term value of 
the created marketing assets. We 
must note that, increasingly, finance 
and accounting professionals are 
moving towards cash flows rather 
than earnings-based metrics (e.g., 
CFROI rather than ROI), as 
earnings-based measures are 
subject to manipulations related to 
depreciation (Martin and Petty 
2000). Additionally, as marketing 
has long-term effects, we need to 
learn how to better capture and 
express forward-looking benefits, 
such as through NPV measures and 
projected cash flows.   
 
2.2 Linking Market-Based Assets to 
Shareholder Value 
 
Companies must allocate resources 
to invest in market-based assets and 
capabilities (Day 1994). These 
investments must be justified in 
much the same terms as other 
business assets. For example, 
investments in information 
technology can be leveraged to 
enhance efficiency of supply-chain 
processes (reduce costs as a 
consequence of lower inventories), 
drive sales (e.g., via better 
prospecting based on data-mining), 
and lead to more satisfied customers 
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(e.g., by reducing response time in 
providing customer solutions). In a 
similar fashion, investments in 
market-based assets can be 
leveraged to support superior 
customer value delivery processes. 
The resulting customer value can be 
“extracted” by vendors in terms of 
financial benefits such as higher 
market share and price premium and 
lower distribution costs (stronger 
brands provide higher traffic levels 
that can be used by manufacturers 
to negotiate lower retail margins).  
 
These in turn should lead to 
outcomes desired by shareholders—
profitability, growth, and sustainable 
competitive advantages (hence, 
lower risk or vulnerability). For 
example, pharmaceutical companies 
traditionally made investments in 

marketing support for new drugs via 
communications and branding when 
patents were about to expire in 
order to extend the life of the drug 
by sustaining higher margins and 
revenue beyond patent expiration. 
However, with substantially shorter 
life cycles (competitors might 
develop drugs with equal or better 
performance characteristics before 
the patent expired), it is becoming 
important to invest in marketing and 
branding activities at the launch 
stage for two reasons—first, to 
accelerate penetration in order to 
recoup cash flow at higher margins 
as soon as possible and second, to 
provide protection against ever-
faster competitive entries. The 
current battle between Viagra, Cialis 
and Levitra provide an interesting 
case in point.

 
 

Figure 2: Linking Market-Based Assets to Shareholder Value  
(Srivastava, Shervani and Fahey 1998) 

 

 
 
In an effort to understanding the link 
between marketing activities that 

result in customer satisfaction and 
financial performance and market 
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value, the first step might be to 
better understand how marketing 
actions influence marketplace 
performance, as suggested by 
Srivastava, Shervani, and Fahey 
(1998). This framework is outlined in 
Figure 2. First, marketing 
investments should result in brands 
and customer-installed bases and 
other market-based assets such as 
channel and other partnerships. The 
relevant metrics at this level of 
measurement would be measures of 
the strength of these relationships 
(e.g., brand awareness, preferences, 
risk perceptions, trust, loyalty). 
These relationships will typically lead 
to favorable marketplace 
consequences that serve to augment 
cash flows via a combination of price 
and share premiums, faster market 
penetration, reduced distribution, 
sales and service costs, and 
increased loyalty and retention. 
While this was a good start and 
several of these links have been 
established, one must yet convert 
these measures to the language and 
metrics used by both financial and 
senior managers.  

2.3 The Chain of Marketing 
Productivity 
 
Rust et. al. (2004) have proposed a 
chain-of-effects framework to 
understand how marketing activities 
link to the overall condition and 
standing of the firm (Figure 3, next 
page). This chain begins with 
formulation of a specific marketing 
strategy (e.g., an advertising 
campaign) that results in a set of 
tactical marketing actions (e.g., 
creating TV spots for the campaign). 
Specific tactical actions then 
influence individual customer 
centered elements (e.g., 
satisfaction), which in aggregate 
impact marketing assets (e.g., 
customer equity). Customer 
centered elements further impact the 
market (e.g., via market share), and 
along with marketing assets, 
influence a firm’s relative position in 
the market. This is posited to impact 
financial measures (e.g., ROI) as 
well as financial positions (e.g., 
profits). The final culmination of 
these effects is on the firm value, 
primarily in terms of market 
capitalization. The fundamental 
notion behind this framework is that 
effects are proposed to be 
sequential, and that financial 
measures such as ROI are driving 
overall firm value.  

 
Naturally, companies must balance 
investments that nurture both short-
term performance and long-term 
growth and risk. These dimensions 
correspond to the components of 
shareholder value proposed by 
Srivastava, Shervani, and Fahey 
(1998) that have shaped much of 
marketing thinking on shareholder 
value creation: enhancing cash flows 
(managing profitability), accelerating 
cash flows (managing growth) and 
reducing vulnerability and volatility 
of cash flows (managing risk). We 
recognize these components as 
essential blocks in developing our 
framework in the next section.   

 
3. Linking Marketing Metrics to 
Financial Measures and Firm Value 
 
Based on the foundations laid by 
Srivastava et. al. (1998, 2001) and 
Rust et. al. (2004), we now turn 
towards developing a conceptual 
framework that extends the existing 
frameworks with a sharper focus on 
the intangible assets driving a firm’s 
long term value and more specific 
linkages between marketing metrics, 
financial measures, and these 
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intangible assets. The first 
fundamental difference here as 
compared to previous approaches 
(e.g. Rust, et. al. 2004) is the belief 
that marketing metrics impact long 
term value via established financial 
measures – our approach is that 
marketing might impact these 
intangible assets in ways that might 

not be able to incorporate ROI based 
perspectives. Moreover, the direction 
of flow within the chain remains to 
be established – is it the financial 
measures such as ROI that drive 
intangible assets such as brand 
equity, or is it rather that brand 
equity drives ROI?   

 
Figure 3: The Chain of Marketing Productivity (Rust, et. al. 2004) 
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3.1 Our conceptual framework 
 
To outline these concepts, we adopt 
a top-down perspective on 
establishing the linkages between 
marketing metrics and financial 
consequences. As depicted in Figure 
4, at the broadest level, the value of 
a company could be decomposed 
into that driven by tangible assets 
and that driven by intangible assets. 
Standard corporate finance valuation 
techniques do an excellent job of 
incorporating these tangible assets 
into the valuation. As discussed 
earlier, what is more challenging is 
incorporating the intangibles. Within 
the intangibles, we further restrict 
our attention to those intangibles 
that are impacted by marketing’s 
actions. The four specific intangible 
assets that we will focus on are 
brand equity, customer equity, 
channel relationships, and 
intellectual property. Of these, brand 
equity and customer equity are 
widely accepted as being within 
marketing’s domain (Rust, et. al. 
2004). While operations might share 

some role in managing channel 
relationships, few would deny that 
marketing plays a big role in 
cultivating this intangible asset.  
Where some might object to is the 
link between marketing and 
intellectual property. Marketing’s role 
in developing IP based assets is 
rather unexplored. At the very least, 
marketing plays a role in both 
helping guide product development 
as well as facilitating the 
commercialization process (i.e., 
launching innovations). Within the 
realm of corporate strategy, R&D 
might play the role of “exploration.” 
But, marketing plays the key role in 
“exploitation.” The interaction with 
the industry or product category that 
the firm operates in would serve as a 
primary driver in determining the 
relative importance of marketing in 
developing IP based assets. Having 
narrowed down our attention to 
these four most relevant intangible 
components, the next step is to start 
linking the impact that individual 
marketing activities would have on 
these assets.

  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Figure 4: Elements of Firm Value 
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This next level of linkages is 
explored in Figure 5. For each 
relevant intangible asset, we focus 
on three different measures – its 
current value, its expected future 
value, and the variability (a measure 
of risk) with its expected future 
value. Understanding each of these 
three measures is vitally important 
in making the case for long term 
health of the company. Within this 
framework, one can safely say that 
most of how marketing is evaluated 
is by measuring its impact only on 
the short term, whereas most of 
where marketing really makes a 
difference is in terms of its impact on 
the value in the long term, and 
reduction of variability of the 
expected value in the long term. 
Note, for example, that most 
marketing mix models measure 

marketing expenditures’ impact on 
sales, but not on baseline or 
variance of sales.  Past marketing 
expenditures (e.g., advertising and 
channel development) should result 
in “marketing stock” (e.g., brand 
equity) that can help raise baseline 
sales, enhance the productivity of 
current expenditures (higher equity 
and better established brands 
require lower levels of marketing 
support; Boulding, Lee and Staelin 
1994). Further, marketing support 
for products often results in higher 
levels of product availability and 
distribution support, indirectly 
increasing sales and profitability 
(Sinha et al 2006). Finally, 
marketing support for new products 
will result in multi-period effects—
stronger brands enjoy lower rates of 
value deprecation and sales decay. 

 
Figure 5: Linking Marketing Metrics to Financial Consequences 
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As illustrated in Figure 6, running 
promotional campaigns frequently 
might not hurt short term customer 
equity, and might even improve long 
term customer equity by a small 
amount, but it might impact the 
variability over the long term in a big 
way. While looking at short term 
equity might suggest that it is an 
attractive strategy, looking at the 
long term risks might imply that 
running frequent promotions is an 
unattractive strategy (Abraham, 
1987). The next step within the 
framework is to identify individual 
marketing programs, such as TV 
advertising campaign for the fall 

season, promotional campaigns 
around Father’s Day, etc. For a given 
marketing campaign, we outline past 
and current expenditures on that 
campaign. The first step in 
establishing the internal links is from 
the marketing spending to the 
commonly used marketing metrics, 
e.g., awareness levels for advertising 
campaigns. Subsequently, two more 
connections need to be made. One is 
from marketing metrics to intangible 
assets via its three measures, and 
the other is from marketing metrics 
to other financial measures that 
might be prevalent in that specific 
company (e.g., ROA).  

 
Figure 6: Example of a Promotional Campaign 
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3.2 Creating the common 
languages 
 
The reason behind establishing links 
between marketing metrics, financial 
measures, and the intangible assets 
is to establish communication with 
the CEO and board about the impact 
and importance of marketing. It is 
also to communicate marketing’s 

objectives to the rest of the 
organization in a language that 
permits evaluation of marketing 
programs at par with other 
alternative expenditures within the 
organization.  One might strive to 
establish links between the financial 
measures and the intangible assets, 
but our contention is that this might 
be a job more difficult than 
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imagined, and moreover, not 
imperative to understanding how 
marketing impacts intangible assets. 
Research establishing the positive 
impact of marketing actions on 
expected life of customers—and 
therefore longevity of competitive 
advantages—is likely to help garner 
resources for marketing investments  
 
3.3 Focus on short term and long 
term 
 
The development of such a 
framework where individual 
marketing activities drive intangibles 
via three critical measures enables 
one to conduct critical analysis for 
individual campaigns as outlined in 
Figure 6. Which campaign gets 
allotted its entire budget should be 
dictated by how much weight is put 
on short term returns versus long 
term returns versus long term risks. 
This structure alleviates some of the 
myopia surrounding the allocation of 
resources to programs such as price-
promotions that thrive only in the 
short term and may destroy value in 
the long term. The ability to 
understand the impact of 
marketing’s actions in such a 
fashion, paired with the right 
incentive structure that focuses on 
developing the organization for its 
long term health would ex-ante 
prevent managers from entering into 
future prisoner’s-dilemma-like-
situations. We return to a detailed 
discussion of the example in Figure 6 
later in this section.   
 
3.4 Reducing variability and risk 
 
Although it is all-too-often 
overlooked in both the theory and 
practice of marketing, marketing 
activities and market-based assets 
play a pivotal role in reducing both 
the vulnerability and volatility of 

cash flows (Srivastava, Shervani and 
Fahey 1997). This ability to leverage 
brands, channels, and customer 
alignment to reduce risk has been 
used effectively by companies such 
as General Electric. GE very 
deliberately emphasized growth and 
reliance on its customer service and 
support business in order to both 
enhance profitability (by cross-
selling parts and maintenance 
services) and reduce vulnerability 
and risks by (typing customers down 
with multiyear contracts) to their 
own and their competitor’s installed 
base. This strategy has led to a 
steady increase in the proportion of 
cash flows from recurring business – 
a metric that signals safety and is 
much valued by Wall Street analysts. 
An added benefit is that lower 
vulnerability and volatility reduce the 
risks of cash flows, which in turn 
results in a lower cost of capital or 
discount rate thereby further 
enhancing shareholder value.  
 
In the aggregate, brand equity (in all 
its aspects) provides the ultimate 
bulwark against customers 
succumbing to the competitive 
maneuvers (e.g., new product 
introductions, price changes) of old 
and new rivals alike (that is, 
vulnerability) and fluctuations in 
demand such as sudden surges or 
falloffs in customers’ purchases due 
to market cyclicality (that is, 
volatility).  
 
While the potential impact of 
marketing on reducing the 
vulnerability and volatility of cash 
flows is huge, there has been very 
limited attention paid to this 
dimension. While several scholars 
such as Aaker and Jacobsen (1990), 
Bharadwaj and Menon (1993), 
Hogan et al. (2002), and Srivastava, 
Shervani, and Fahey (1997, 1998, 
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1999) examine the impact of 
marketing activities on reducing risk, 
their treatise is conceptual, though 
supported by evidence from the 
financial management literature. 
Their contention that marketing 
activities such as GE’s shift to 
services and consumables reduces 
volatility in cash flows, and therefore 
risk, is supported by the fact that 
companies with more variable 
internal cash flow tend to forgo 
investment opportunities as they 
allocate cash reserves to ride out 
tougher times (Minton and Schrand 
1999). 
 
While only a few marketing scholars 
such as Aaker and Jacobsen 
(2001),Mizik and Jacobsen (2003) 
and McAlister (2004) have linked 
brands and customers, respectively, 
to reduced risk and financial 
performance there is ample evidence 
to suggest that similar lines of 
inquiry are likely to be fruitful. 
Brands provide intangible benefits 
and bonding that insulates them 
from competitive moves (Fournier 
1998). Typically, weaker brands are 
more susceptible to competitive 
price promotions as documented by 
asymmetry in cross-price elasticities 
(Blattberg, Briesch, and Fox 1995). 
Amit and Wernerfelt (1990) find that 
increases in risk associated with 
income stream variability negatively 
impacts shareholder value. 
 
Extant research documents that 
marketing strategies, such as focus 
on customer retention (Reinartz and 
Kumar 2003), innovation propensity 
(Roberts 2001), strategic 
differentiation (Veliyath and Farris 
1997), and diversification into 
related businesses and geographical 
markets mitigate risk by reducing 
earnings volatility. Interbrand’s focus 
on linking brand strength to lower 

cost of capital is more normative 
than descriptive (Interbrand 2004). 
A recent study (Merino, Srinivasan 
and Srivastava  2006) demonstrates 
the impact of long-term advertising 
on both short term performance 
(ROA), risk (volatility of ROA) and 
long-term intangible value (Tobin’s 
Q).  
 
To summarize, marketers must 
communicate the impact of their 
actions, such as branding, 
developing integrated customer 
solutions or unique bundles, on 
reducing volatility and vulnerability 
of cash flows. There is much work to 
be done in this area, and it is 
possible to both use existing 
measures (e.g., percentage of cash 
flow based on recurring business, 
customer retention rates, and the 
like) as well as new measures, such 
as expected life of customers. In 
theory, the expected life of 
customers might be useful as the 
depreciation schedule for customer 
acquisition costs (investments, not 
expenses!). The indirect value of 
reduced volatility of sales and 
ultimately cash flows might be 
reflected in reduced liquidity 
requirements and therefore working 
capital requirements—just as 
reduction in uncertainty in demands 
reduces inventory requirements and 
carrying costs. Thus, marketers must 
argue for resources in financial 
terms. However, when it comes to 
the impact of marketing on risk 
reduction, we have many more 
questions than answers. 
 
3.5 Theoretical Challenges and the 
Role of Marketing Science 
 
The most pertinent question from 
the perspective of academic research 
is: how do we start to develop 
findings within the framework 
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proposed above? We illustrate below 
a particular example. Continuing 
with the example outlined earlier in 
Figure 6, let us consider the 
evaluation of a particular 
promotional campaign on firm value, 
and the strategic decisions involved 
in running this campaign. Let us 
consider a simple setup: 

CE = customer equity 
p = current promotional 
spend 
po = past promotional spend 
fc(p, po) = current value of 
customer equity, as a function 
of this promotional campaign 
ff(p, po, vp) = future expected 
value of customer equity, as a 
function of promotions as well 
as variability created by 
promotions, where 
vp = variability in customer 
equity = fv(p, po)  

 
Now, let  
 

CE = … + w fc(p, po) + (1-w) 
ff(p, po, vp)  

 
where … represents other factors 
impacting CE that are not a function 
of p, and w is the importance weight 
attached to the current value of 
customer equity. Now, consider a 
scenario where promotions lead to 
an increase in short term customer 
equity and the variability in customer 
equity, and that an increase in 
variability reduces the expected 
future value of customer equity. 
These assumptions imply: 
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While the above assumptions appear 
reasonable for a promotional 
campaign, were it to be an 
advertising campaign, one can easily 

speculate that the partial derivative 
of current customer equity with 
respect to advertising might be 
positive, it might be of lower 
magnitude, whereas the partial of 
the future equity would be positive, 
and not negative.  
 
Given these assumptions1, 
optimizing CE with respect to p 
yields the following implicit equation 
for the optimal promotional spend, 
p* : 
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Now, suppose the manager in charge 
of promotional spending realizes that 
the market conditions are such that 
she should focus more on future 
customer equity. What should this 
imply for her decision regarding the 
optimal promotional spending? Using 
the implicit function theorem, it is 
clear that:  
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On the right hand side of the above 
equation, the first and third terms 
are positive in sign. The second term 
could be either positive or negative. 
If the manager estimates that the 
increasing current promotional spend 
is negatively impacting expected 
future value, it is clear that the right 
hand side is positive in sign. Given 
her objective of focusing more on 
future customer equity, she should 
decrease w, and her optimal 
promotional strategy would be to 
proportionally decrease the current 
                                        
1 And the additional one that the second order 
conditions hold.  
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spending. This would continue to be 
her optimal promotional strategy 

even if 
p
f f

∂

∂
 is positive but small in 

magnitude. Only if it is positive and 
high in magnitude, then would it be 
optimal for her to increase 
promotional spending level given her 
current objectives.  
 
The above example is a very simple 
depiction of the strategic choices 
that could be made by managers 
thinking within a framework that 
connects daily marketing activities to 
long term value for the company. 
Obviously, many challenges remain, 
and we now move towards taking 
stock of areas in which the 
challenges have begun to be 
overcome, and others where work 
needs to be done.    
 
4. Linking Marketing Activities to 
Value 
 
Most marketing campaigns get 
measured in terms of their 
appropriate marketing metrics and 
stop at that. In this section, we 
review where they have been 
connected further to financial 
consequences, and outline gaps that 
need to be filled. We turn our 
attention to individual marketing 
activities in detail in this section. 
 
4.1 Advertising 
 
Perhaps no marketing activity has 
been under greater pressure to 
demonstrate its contribution to firm 
value than advertising. While 
advertisers focus heavily measures 
such as awareness, the finance 
manager might be concerned with 
what a point of awareness means in 
terms of financial consequences. 
Mainstream advertising effectiveness 

research and sales response analysis 
has resulted in, at best, questionable 
findings. Many studies that assess 
the value of advertising have shown 
a negative return (Lodish, et. al. 
1995). In retrospect, this is not very 
surprising. While the effects of 
advertising are typically long term 
(Dekimpe, et al. 2004), many 
studies focus on the short-run sales 
response. Short-term advertising 
effects are often drowned by other 
marketing activities such as price 
promotions, and examining the 
impact primarily in terms of short-
term (weekly, quarterly) sales 
response is destined to understate 
the impact of advertising.  
 
This temporal separation of the 
returns as illustrated by the case of 
advertising becomes a cause for 
concern when the returns do not get 
accounted in the appropriate fashion. 
Advertising may be used initially to 
build awareness and encourage 
usage, ultimately building a 
meaningful customer relationship. 
This relationship could later be 
leveraged to make future advertising 
allocations more productive 
(Boulding, Lee, and Staelin 1994; 
Srivastava, Shervani, and Fahey 
1998). This multi-period impact 
implies that while the costs are 
expensed in the period they are 
incurred, the longer-term benefits 
logically suggest that they should be 
treated as investments and 
amortized over time. That is, some 
proportion of advertising might be 
considered as `investment 
advertising,’ while the rest might be 
considered as ‘maintenance 
advertising,’ a recurring expense. It 
is imperative to establish this link to 
meaningfully justify large advertising 
budgets. 
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One interesting example in this 
context is Joshi and Hanseens 
(2004) who link advertising spending 
to stock performance, echoing the 
work of Hirschey (1982), Cheng and 
Chen (1997), and Chauvin and 
Hirschey (1993).   
 
While there are several sales-
response studies that examine the 
short-term impact of advertising, 
research examining the long-term 
impact of advertising is more limited. 
It is worth examining longer-term 
direct effects of advertising (e.g., 
advertising decay rates) as well as 
indirect long term effects (e.g., 
impact of advertising on sales and 
profitability via its impact on 
distribution and availability) 
 
4.2 Branding 
 
Early work by Aaker (1991), Keller 
and Aaker (1993), Simon and 
Sullivan (1993) and Farquhar (1989) 
shed considerable light on the topic 
of the creation of a brand and its 
overall valuation. Additional work 
continues to cover the topic and is 
well summarized by Keller (2002) 
and Keller and Lehman (2003). Rao, 
Agrawal, and Dahlhoff (2004) found 
that firms that employed an 
umbrella (corporate) brand were 
valued by the stock market more 
highly than firms with multiple 
brands, perhaps to compensate for 
their lower risk. An industry 
perspective has been brought to this 
topic by Business Week’s annual 
publishing of the Interbrand brand 
valuation results. The Interbrand 
approach (discussed in Interbrand 
Group 1992), focused on exploiting 
the relationship between brand 
strength and on incremental 
earnings as well as on valuation 
metrics such as the price-earnings 
(PE) multiple. More recently, the 

Interbrand Group has modified its 
approach to examine the impact of 
brands on customer loyalty 
(therefore longevity), and ultimately 
risk and cost of capital that can then 
be used to discount incremental cash 
flows associated with brands. Other 
approaches such as the Brand Asset 
Valuator (from Young and Rubicam) 
focus on the relationship between 
brand strength, stature and 
profitability.  
 
In general most brand valuation 
approaches examine the linkage 
between brand equity (reflected in 
brand strength metrics such as 
brand perceptions and loyalty), 
marketplace performance 
(marketing metrics such as price and 
share premiums, price elasticity, 
distribution efficiencies) and brand 
value (as measured via incremental 
shareholder value based on present 
value of both short-term and long-
term brand-specific incremental cash 
flows and discount/risk rates). 
 
While debates regarding which 
approach is better under what 
conditions are likely to continue due 
to the intangible nature of market-
based assets, what is clear from 
these analyses is how important the 
investment in brand is in 
contributing to an important asset 
for the firm. It is also the case that 
much of marketing expenditure that 
goes to building the brand is most 
significant on a long-term basis, 
while much of what we measure for 
marketing expenditures only 
captures the short-term effect.  
 
Thus, while there has been 
considerable work to understand the 
value of a brand and how to 
measure a brand’s equity, there 
remains a dearth of research on how 
market expenditures, and which 
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marketing expenditures, contribute 
to a brand’s value. Most of the time 
we assume it is advertising that is 
the prime driver of a brand’s equity. 
It is rarely if ever measured and 
undoubtedly there are numerous 
other factors, such as consistent 
product experience, that contribute 
as well. Nonetheless, assessing 
advertising based solely on its short-
term impact is a biased estimate of 
its true effects.  
 
4.3 Customer value 
 
At its simplest level, the value of 
customers is the expected 
discounted cash flow from customers 
in the future.  It depends on three 
components; acquisition (rate and 
cost), retention (rate and cost), and 
expansion/growth in same customer 
margin (amount and cost).  
Obviously, aside from cost, the 
larger the three, the more revenue a 
firm gets from customers.  While all 
three matter, the leverage a firm 
gets from increasing retention 
appears to be the greatest (Gupta 
and Lehmann, 2005). The idea was 
developed by Dwyer (1997) and 
Berger and Nasr (1998). Jain and 
Singh (2002) extend the definition of 
the lifetime value by including in the 
definition the acquisition costs. 
Reinartz and Kumar (2000, 2003) 
and Reinartz, Krafft and Hoyer 
(2004) and Rust et al. (2000) have 
been instrumental in thinking about 
how to incorporate the value of the 
customer base into a concept of 
customer equity. One of the nice 
aspects of CLV is that it is a measure 
of the short-term as well as the 
long-term value of the acquisition 
and retention marketing 
expenditures. Again, CLV is not a 
measure that appears on a balance 
sheet, but rather is a significant 

intangible asset clearly being valued 
by investors.  
 
There is considerable overlap 
between the definition and 
measurement of brand and customer 
equity. Clearly the two overlap. In a 
simplistic setting, aggregation of 
benefits for a brand across 
customers and over time can be 
classified as brand value, while 
aggregation of benefits across 
products/brands and over time can 
be used to measure customer value. 
While recent methods developed by 
researchers such as Blattberg, 
Kumar, Lemon, Reinartz and Rust to 
name a few have clearly 
demonstrated the ability to 
measure value created by 
marketing, this line of inquiry is less 
adept in demonstrating how value is 
created.  Indeed, it is hard to 
separate the value of (say) the 
Marriott brand from the value of 
Marriott’s customers. Is it brand 
management that creates customer 
value? Or, is it customer 
management that creates brand 
value? 
 
4.4 Customer satisfaction 
  
Many authors have written about the 
relationship between customer 
satisfaction and retention. Most 
recently, Reichheld (2001) has found 
there is a strong relationship 
between customer satisfaction and 
retention, but it is certainly not 
linear. Interestingly, this relationship 
is not always found (Fornell 1995). 
There are many possible 
explanations for this phenomenon. 
One simple explanation is found in 
the definition of satisfaction. Given it 
is generally defined as meeting or 
exceeding expectations, an easy way 
to increase customer satisfaction is 
to reduce expectations. As such, 
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satisfaction levels may go up, but 
customer interest and willingness to 
buy will plummet. A second 
explanation can also come in the 
way satisfaction is often measured, 
that is, within existing customers. A 
firm that loses its dis-satisfied 
customers will find satisfaction levels 
rise at the same time as market 
share drops.  
 
Farris and Reibstein (1995) provided 
a third possible explanation. Leading 
market share brands gain the 
greatest distribution. This results in 
many cases where the shopper 
cannot find their preferred brand, 
and have to settle for buying 
something other than what they 
wanted. It would not be surprising to 
find their satisfaction levels being 
lower than if they had found their 
preferred brand. The burden of this 
is felt for the brands with the largest 
market share and the greatest 
resulting distribution. This results in 
market share and customer 
satisfaction being negatively 
correlated. 
 
There have been a number of other 
studies, which have found that 
customer satisfaction is certainly not 
linear with sales. Looking across 
several industries Ittner and Larcker 
(1998) have found there is an 
asymptote that is achieved and 
raising satisfaction behind that point 
yields very little. While progress has 
been made in examining the 
underpinnings of brand and 
customer equity, much remains to 
be done. Today, many, if not most, 
companies measure their levels of 
customer satisfaction. However, little 
has been developed which informs 
us about which marketing 
instruments contribute to customer 
satisfaction and how much. More of 
the research, as mentioned above, 

takes us to understanding how 
customer satisfaction lends to 
retention and hence, back through 
CLV, or directly to shareholder value. 
Further, to the extent that brand and 
customer value and customer 
satisfaction are outcomes of a 
company’s effort to create and 
communicate better value 
propositions for its buyers, more 
research is needed to discriminate 
amongst these constructs. 
 
4.5 Promotions 
 
The promotion area has been at 
least as widely studied (Neslin, 
2002).  Here the evidence generally 
suggests that promotions have a 
positive short run and negative long 
run impact with the total effect 
positive, at least in the absence of 
(likely) competitive reactions (e.g., 
Mela, Gupta, and Lehmann, 1997).  
This is consistent with the noticeable 
drop in share P&G suffered when it 
cut promotions and competition 
failed to follow (Ailawadi, Lehmann, 
and Neslin, 2001).  In addition, 
several researchers have 
investigated the impact of 
promotions in the pharmaceutical 
industry (e.g., Narayanan, Desiraju, 
and Chintagunta, 2004).  Once 
again, the focus of this research has 
been on sales not profits,  and not 
on the impact on perceptions of the 
brand.  Importantly, there is some 
evidence that if a firm frequently 
promotes the brand, the customer’s 
perceptions and the brand’s equity 
can be reduced as customers start to 
infer the brand is of lower quality.  
Moreover, some customers having 
become accustomed to seeing the 
brand on promotion only buy it when 
it is on promotion. 
 
4.6 Distribution Channels 
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In terms of channels, there is less 
available evidence.  Much of the 
channels literature has focused on 
information use and relationship 
quality (trust, satisfaction) and 
linked these to self-rated 
performance scales (e.g., Moorman, 
Zaltman and Desphande 1992; 
Moorman, Desphande and Zaltman 
1993).  Reibstein and Farris (1995) 
found the relationship between 
distribution and market share to be 
positive, although non-linear, an 
assumption that is commonplace in 
most new product forecasting 
models. Geyskens, Gielens, and 
DeKimpe (2002) demonstrated a 
positive impact of adding internet 
channels, especially for strong 
companies and early followers. 
 
Perhaps the most interesting 
development beyond the impact of 
distribution strategies on brand 
performance and the advertising pull 
versus distributor push, is the 
emergence of private labels that 
both undermine the value of 
manufacturer brands and transfer 
customer equity from manufacturers 
to retailers, as both struggle to 
“own” customers. Because retail 
margins on private label products 
are often higher than those for 
national brands, manufacturers must 
not only contend with direct 
competitors, they must also position 
themselves against store-brands in 
managing manufacturer-retailer 
profitability (Ailawadi and Harlam 
2004; Srinivasan et al 2004). 
 
4.7 New Products 
 
There is a vast literature on new 
products (Hauser and Tellis, 2004), 
much of it focused on development.  
There has been considerable effort 
addressing the pattern of product 
diffusion, much of it using the Bass 

(1969) model (Gatignan, Eliashberg, 
and Robertson, 1989; Sultan, Farley, 
and Lehmann, 1990; Golder and 
Tellis, 1997).  In the new product 
area, both Chaney, Devinicy and 
Winer (1991) and Lane and Jacobson 
(1995) demonstrate a positive 
impact of new product 
announcements on stock price.  In 
fact, the impact of new product 
announcements and introductions 
has been studied fairly extensively 
both inside marketing (Koku, Jagpal, 
and Viswanath 1997), and outside 
Cooper 1984; Eddy and Saunders 
1980; Pardue, Higgins and Biggart 
2000). Recently Pauwels, Silva-Rosa, 
Srinivasan and Hanssens (2004) 
found that new product 
introductions, especially in a new 
market, increase long term financial 
performance, but promotions do not.  
 
4.8 Product lines and portfolios 
 
There has been some investigation 
on the impact of increasing the firm’s 
product line.  Randall, Ulrich, and 
Reibstein (1998), found that as a 
firm extends its product line up 
upward, its brand’s equity increases.  
However, extending the brand 
upward may make it difficult to sell 
the product.  Volkswagen tried to 
introduce a luxury end automobile 
under the Volkswagen name and 
failed. Conversely, when a firm 
extends its brand downward, it 
makes it easier to sell the lowered 
offering, but also has a negative 
impact on the brand’s equity.  An 
example of this is Marriott which 
chose to associate its brand with the 
lower end brands in its portfolio. 
 
5. Future directions for research 
 
Brand equity, customer equity, 
channel relationships, and 
intellectual property are strategic 
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assets. They represent investments 
with long-term payoffs that include 
enhanced cash flow (due to both 
cost containment and revenue 
growth). They also provide additional 
growth opportunities in adjacent 
product-market spaces. They can 
help their owners “buy time” and 
therefore increase the likelihood of 
success of new product ventures and 
better opportunities to protect 
against competitive inroads. Building 
and nurturing these assets demands 
long-term investments.  
 
Marketers must respond to 
organizational pressures by linking 
marketing metrics to 
financial/accounting measures. As 
we argued earlier, what is necessary 
is to build links wherein the 
marketing expenditures can have 
short-term effects on intervening 
constructs, such as awareness, 

preference, distribution, loyalty, 
brand value, etc., as well long-term 
effects on the intangible elements of 
firm value. This way, we can 
understand the “flow” of marketing 
throughout the system and its 
impact.  
 
As discussed in the previous section, 
many marketing activities, such as 
advertising, customer value, have 
made sufficient progress in the 
development of relevant marketing 
metrics. Some have also begun to 
take steps in establishing links to 
financial consequences. But there 
are others, such as distribution 
channels, where the links are not as 
clear. In Table 1 below, we 
summarize what we think is the 
current state of our discipline, and 
where most efforts would be 
necessary. 

 
 

Table 1:  Current state of linking marketing metrics to financial 
consequences 

 
Links to 

Financial Metrics 
Marketing 

Activity 
Development of 

Marketing 
Metrics 

Links to 
Intangible 

Assets 
Advertising 1 2 3 
Branding 2 2 2 
Customer Value 1 2 2 
Customer 
Satisfaction 

1 2 3 

Promotions 2 2 3 
Distribution 2 3 3 
New Products 3 3 3 
Product Lines 3 3 3 

3 3 3 Interactions of 
marketing 
variables 
 
Key: 
1: In advanced stages of development. 
2: Some developments, more necessary. 
3: Few developments so far.  
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In terms of actual implementations 
for communicating the impact of 
marketing activities across the 
marketing function, as well as the 
rest of the organization, many 
companies are engaged in 
developing visual representations, 
called “marketing dashboards” 
(Figure 7 is one example of a 
marketing dashboard motivated from 
the DuPont model). Using such a tool 

makes it easy to see the 
interconnections between marketing 
expenditures and marketing metrics, 
the nature of the short-term effects 
on intervening constructs, such as 
awareness, preference, distribution, 
loyalty, brand value, as well as a 
direct impact on short-term sales. 
This way, one can understand the 
“flow” of marketing throughout the 
system, and its impact. 

 
Figure 7: The Marketing Dashboard 

 

F a rr is  a n d  R e ib s te in ,  2 0 0 4

 
From an industry-wide 
implementation perspective, the 
metaphor of a dashboard is fitting: 
We drive a car with four or five real-
time metrics that capture the 
elements necessary to navigate a 
much more complex system of 
interrelated functions. There are 
many complexities operating under 
the hood, and while all of them are 
important, to operate the car all we 
need is to have our eye on a few of 
them. Companies that are investing 
in dashboard development are doing 
so in order to have (1) a clear and 
finite set of objectives that are 

communicated throughout the firm, 
(2) an explicit articulation of how 
constructs are interrelated, and (3) 
one place where all the measures 
come together.  
 
In closing, we believe that short-
term metrics such as ROMI are likely 
to discriminate against long-term 
marketing investments. Marketers 
must therefore communicate the 
longer-term benefits of growth and 
reduced vulnerability and volatility of 
cash flows as an outcome of 
marketing actions within the 
accounting-finance language using 



discounted cash flow analyses. To be 
effectively heard, they should link 
their actions to interim financial 
measures, as well as to the elements 
of long term value drivers (e.g., risk 
as measured by Beta; McAlister 
2004) for the firm. Failure to do so 
will undermine the very future of our 
discipline. 
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Appendix: Relevant Questions from 
the MSI Idea Generation Workshops 

• What is the carryover rate for 
advertising (marketing) capital 
from one year to another?   

• Is there a linkage between 
customer satisfaction and cash 
flows? Is this relationship linear? 

• Because advertising effectiveness 
is generally measured on levels 
of awareness, what is the 
relationship between awareness 
and sales? 

• Do existing metrics for short-
term profitability (typically 
related to the DuPont model) 
give brand and channel building a 
“fair chance?” 

• What is the impact of customer 
loyalty on risk? Can average 
lifetime of customers be used to 
depreciate customer acquisition 
costs? 

• Is it possible to develop a 
“marketing-risk Beta”?  

• Does higher brand equity 
translate into more stable sales 
(higher proportion of profits from 
recurring sales due to brand 
loyalty and customer retention)? 

• How key brand attributes affect 
value for customers (marketplace 
performance) and thus cash flows 
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Our Mission 
 
The Zyman Institute of Brand Science pursues the advancement of brand-driven 
business performance. 
Founded in 2004, the Zyman Institute of Brand Science is the definitive source for 
cutting-edge knowledge and thinking about brands. The Institute is an independently 
managed organization within the Goizueta Business School at Emory University. 
 
Who we work with 
The Institute works with top management teams to solve pressing issues in brand 
strategy.  
 
What we do 
The Institute’s lauded scholars lead the development of new knowledge and insights for 
building, maintaining, enhancing, and revitalizing persistently profitable brands. We help 
companies link brand equity to business and shareholder value. We help management 
make decisions in managing brands to accelerate cash flows, enhance cash flows, and 
reduce vulnerability and volatility of cash flows, and optimize the long-term value of the 
organization.  
 
How we do it 
The Institute works collaboratively with its sponsors, other universities, research 
organizations, and its members to devise cross-disciplinary solutions for managing real 
world problems in brand strategy. We play an integrative role in problem solving, and 
capability building. We focus on viable actions 
 
 
Web: zibs.com 
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