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HOW DOES YOUR ROI
MEASURE UP?

DEPENDS ON WHAT YOU'RE
MEASURING.
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GO AHEAD, GET EMOTIONAL —
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The hunt for ROI continues

BY MARCIA LAYTON TURNER
PHOTOGHAPHY BY CHAD JOHNSTON/MASTERFILE

Blame it on John Wanamaker. The turn-of-the-
century department store icon, who famously
wondered which half of his marketing dollars
were wasted, started a quest for return on invest-
ment that continues to this day.

So far, the results are not prety. A recent survey found HEHjOr corpontions using no
fewer than six different outcomes to micasure ROL evervihing from incremental sales
from marketing w changes in purchase intent.

In Fact, the confusion over how to measure RO s such that the Association of National
Advertisers recently joined with the American Association of Adve ising Agendics to
create a new way of measuring how consumers interact with marketing,

“In this age of acconntability, new metrics are necessary o adequurely reflect the impact
of nonriditional messages.” says Barbara Bacci-Mirgue, senior vice president of ANA,

MASSIVE CALCULATIONS

LEAD TO PREDICTABLE RESULTS

S, what's a beleaguered ad execnnve 1o doz Some are rning 0 coonometrics, & highly
sophisticated statistical modeling method that has the industry @lking, Su Pprorters say it can
help companies determine ROI, predict outeomes and optimize their marketing spend.
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“The first question we get asked is
‘How do you know how many people
came in from a television spot?® and
the answer is, “We do.””

Barbara Lewis of MarGiuant Analytics
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has only recently become the darling of the analvtics set,
z

thanks mainly to the mussive amount of 1 that com

panies now track and the leaps in technology thar make

it possible fe aptop computer w run calculations tha

used Lo require a supercomputer,

A number of European companies have adopted the
process, but ULS, corporations have been slower 1o lollow,

Interestingly, Lewis notes, when doing analysis for the

clienis she works with

v gamut of bluc-chip names —

direct mail consistemly has a high retam compared wother

marketing channels, “That might not be tme for every com-

sy, bt it s for the companies we work with,” she says.

LOOKING BEYOND ROI

Bu det nme i town.

mining pure ROLisn't the only g

Companies are also secking budget optimization to get the

maximum lifetime value out of their customers, It's partof

k at returm on

a movement in the marketing world o b
CUSHHTICT, OF CUStomer edquity, she savs

“They'ne not just looking at ROL” says Lewis, “That's
short erm; they want long term as well,”

Sometimes, for example, the corporation’s lor

Deliver

interest is in

ning market share, she svys, and ivis willing
1o take aloss on its marketing in order to gain customers.
She also notes that larger corporations, with huge bud-

sAivE ad to find the

nouw

ets and ts of spending, te

most value in cconometncs.

“They spend hundreds of mi 5 on their marketing

budget and the authority is so big, they can't ger their
w's

arms around i sayvs Lewis, “They can’t figure out v

working and what's not working.”

Right now, she says, most discussions about economet-

h th ments within

rics are happening w analytics dej

corporations. Charged with finding ways 1o optimize spend-

ing, those departments are looking for a scientific methaod

that can help them produce results,

Ultimsately, thowgh, those conversations necd to include

representatives from the financial side of the business —

the people asking about returm on in - 40 they

o can unders T way thiat maarket

AN pray
off for a company,
“We'd like to be alking at the chief financial officer

level,” says Lewis

FOLLOW THE NUMBERS,
BUT TRUST YOUR GUT

Mo evervone is sold on coomom

ics, however.
Because econometrics foouses on what vour company is

unch

dhoimg right now, iomay mot be as helpful if you are

ing a new product or expanding into a new termitory, «

tions Mark Dominiak, priv i Garden,
a Whi

s

apal strategist an Ins

v, Inel., marketing consulting company

1t Erwin Ephire

v takes it a step furthe

“Economerrics ROT is a backward-looking measure, as

wo can only tell what vou have done,” says Ephron, “You
can't do cconometrics modeling unless vou have exuremely

ata, I only tells vou about wh

gooel disaggregated

Vi

cliel, not what you want to d

e it s an aid o making marketing decisions, but not

asa repl

cement, says Ephron.

Marketing Management Analytics” Stone agrees. Don't

relyv solely on the numbers, hie says, trust vour gut, too,

“Combaned, you hay

awinning proposal, Don’t allow the
moxlel 1w be the dictator.”
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1. in a world of maybes, econometrics holds the prom-

t can actually help corporations

get a handle on exactly what they get in retarn for
marketing dollars they spend,

“Wee aire

oking f e ddeal budgen: How should the

company allocate its fur " savs Lewis. “And eoon

wi-

rics can | tanswer.”



