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This presentation…
…will show a model, metrics, investment analysis 

and diagnostic process that can help you 
determine where your deficit is relative to the 
market leader and what you should do both 
strategically and tactically to improve your market 
position.

� What are the key marketing metrics that enable business success
� How to use the customer conversion model to determine if your 

companies investments are balanced across the procurement and 
preservation of customers

� How to use these marketing metrics and market leakage charts to 
diagnose where your marketing/brand deficit is

� When the deficit is identified, what to do next
� How to use these concepts to improve your value-based marketing 

tools to move your company towards a market leadership position
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Business Success Scorecard Metrics
Exhibit 1: Acquire or Retain?

Framework for measuring the long-term impact of 
brand/marketing/customer experience initiatives

Source

“What Marketing Wants the CEO to Know”

Marketing Management

September/October 2003

A.k.a. awareness, consideration, preference
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Business Success Model

Purchase 

Consideration

Preference

Awareness

Purchase 
Intent

Repurchase & 
Cross Purchase

1. If customers aren’t aware of you, 
they can’t consider you.

2. If they don’t consider you, they 
can’t prefer from you.

3. If they don’t prefer you, they won’t 
purchase from you.

4. If they don’t purchase from you, 
they can’t experience your 
competitively superior services and 
be retained.

�Any deficit in this cause-effect chain will reduce 
market share and revenue relative to the 

competition. Improving deficits drives long-term 
improvements in baseline revenues and market 

position.
Hence, a strategy that balances the procurement
and preservation of customers is necessary for 

business success.

Business Success Model

* a.k.a.
Market Leakage Model

Purchase Funnel 
Classic Marketing Model

Customer Buying Process
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Customer Behavior Outcomes

Lost
Loyal

Loyal

Lost

Our customers

Competitors’ customers

Churn

Loyalty
(customers)

Customer behaviors
• Churn is composed of 

− acquisition of competitors’
customer

− Loss of our customer

• Customer loss is composed of
− dissatisfaction “push”

defection (typically <5-10% of 
customers)

− competitive “pull” defection 
(typically 25-45% of customers)

− degree of “stickiness”

• Customer retention is 
composed of “loyals” and 
“switchers”

• Loyals are “sticky”; switchers 
are not

− Loyals typically range from 15-35% of 
customers

In an industry with low switching costs 
and perfectly substitutable products, 
“switchers” easily migrate to the 
vendor with highest perceived 
value
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ACP drives market share

• Awareness, consideration, 
preference strongly correlates 
with market share

• Preference has the strongest 
correlation, even for weak 
competitors like D

• You can use this information to 
create a what-if scenario planning 
tool to create target metrics for 
ACP

y = 0.2391x
R2 = 0.5263
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Loyalty drives Market Share
• Loyalty is highly 

correlated to 
market share

Loyalty
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Impact of Acquisition vs. Retention
A simple model
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Their
Customers

80%

• A firm with 20% market share has four times as many non-customers 
as customers, so the impact of a 1% acquisition change is four times 
greater than that of a 1% retention change.
• Most firms have less than 20% share.
• Hence, even if it costs 4 times as much to acquire customers than to 
retain them, in most cases a focus on customer acquisition yields the 
greatest gains in revenue growth.

Our
Customers

20%
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When examining the behavioral loyalty of customers, three segments were found: 
The Inerts – who can’t be bothered to switch.
The Loyals – who generally remain faithful to a company.
The Switchers – who switch whenever they perceive a superior offering.

It is not surprising that the market 
leader attracts a greater number of 
“Switchers” than the market laggard.  
The leader is also more likely to retain 
these mercurial customers, since they 
see nowhere else to go.  (This is 
directly related to the well-known 
“double jeopardy” effect, wherein 
companies with smaller market share 
also have a smaller percentage of 
retained customers.)

This leads us to conclude that market 
leadership is not the result of a superior 
post-sales experience, but rather, of a 
vastly superior perception of value.

Furthermore, the superior perception 
of value drives market share and 
loyalty measures

The Nature of Loyalty

Source

“What Marketing Wants the CEO to Know”

Marketing Management

September/October 2003

LaggardLeader



10

Lost

Loyal

Loyal

Lost

Our customers

Competitor customers

Value Delivery
System

Value 
Communication

System

The Total Customer Experience

Marketing, Branding

Customer Behavior Outcomes

One of many suppliers
Influences on Customer Attitudes & 

Beliefs
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Direct beliefs
(Actual Experience)

Indirect beliefs
(Perception of Value)

Brand
Commitment

Brand
Loyalty

(customers)

Brand
Switching/Consideration

(non-customers)

What drives perceived value?
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Exhibit 2: Targeting Revenue Growth

Source

“What Marketing Wants the CEO to Know”

Marketing Management

September/October 2003

Where is Company D’s Deficit? Where should it focus 
attention for maximum revenue growth?
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Market Leakage Analysis
Company A versus Company D
The Market Leakage Chart can help us pinpoint where we are losing share, and how to make our 
business more effective.  Where are we leaking the most share?

% of the 
total 
Market
A / D

D % lost 
from total 

market 

100% Potential 84% / 58%
Aware

53% / 14%
Considered

17% / 3%
Purchased

12% / 2%
Retained

42% of market 
not aware of D 

77% of those 
aware did not 

consider D 
-45%

-42%

76% who considered, 
didn’t buy D - 10% 46% of those who purchased, 

didn’t buy B again*
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How can D win market share when it is 

only considered by 14% of the 
marketplace?
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Market segments – Strategies – Drivers
This is one lens through which to look at the market

in consideration set

not in consideration set

Lost

Loyal

Loyal

Lost

Hard-core Loyals
Soft-core   Loyals 

Never/not a recent a customer
Hard-core Disloyals 

Soft-core   Disloyals
Never/not  a recent customer

Trial - Repeat

D
Consideration
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D doesn't know…
• Why customers buy? What 
information sources do they rely 
on as they move from 
Awareness to Consideration to 
Preference to Purchase? What 
influences them each step of 
the way?
• What should we do to 
influence and drive potential 
customers through the A�C�P 
buying process?
• What potential customers say 
about our value proposition as 
compared to what we think it is?
• When customers switch, who 
do they switch to and why?
• Our churn rate? Our 
competitors churn rate?

D’s approach to the procurement of 
customers is leaky relative to A’s

What moves customers through Awareness – Consideration – Preference – Purchase?
Does D have a balanced approach to the procurement and preservation of customers?

D’s bucket of potential customers is leaky
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Typical value-based marketing tools

Source: Value Based Marketing, Launch International

D has these tools. But D’s tools are not as effective as A’s. What should D do? Use 
qualitative customer research to determine the precise messaging elements embedded in 

these tools that move customers through the ACP chain to them.
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Business Success Model
Are we balancing our investments across the 
procurement and preservation of customers?

Pu
rc

ha
se

 

C
on

si
de

ra
tio

n

Pr
ef

er
en

ce

A
w

ar
en

es
s Pu

rc
ha

se
 

In
te

nt

B
us

in
es

s 
In

ve
st

m
en

ts

D
Balanced investments:
o Senior management focus?
o Senior management 

communication?
o Strategies?
o Tactics/Activities?
o Headcount?
o $ ?
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Superior perceived value has a larger impact on 
retention than does superior TCE (satisfaction)
Switchers chase value; TCE/satisfaction is Teflon.

80.9%
N/A

3.6
N/A

10%
3%

Problems - Complain – Mollified
Problems – Complain Dissatisfied

78.6%4.74%Problems - Complain- Satisfied
64.1%N/A18%Problems - Do Not Complain
74.4%4.265%No Problems

Retention 
Rate

SatisfactionFrequencyMarket leader

55.4%2.03%Problems - Complain - Dissatisfied
60.4%3.611%Problems - Complain – Mollified
71.7%4.63%Problems - Complain- Satisfied
38.2%N/A20%Problems - Do Not Complain
56.6%4.363%No Problems

Retention 
Rate

SatisfactionFrequencyMarket laggard
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Summary
• What hole is D in?

− More than 80% of the market won’t consider D
• Where is the ladder out of this hole?

− having a balanced approach (e.g. investments) to the procurement
and preservation of customers

− knowing why potential customers buy
− knowing what to do to influence and drive potential customers 

through the A�C�P buying process
• How should D climb out of this hole?

− fund qualitative research to answer these questions. 
− Only when D knows the answers to these questions and properly 

resources marketing to take effective action can it grow revenues 
and share against A.
• use a tool which can help create target ACP goals; those goals will not 

be met unless D knows exactly what levers to pull.
− D also needs a closed loop process to address the continuing 

effectiveness of its activities (ROMI)
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For further reference
• Simply SIVA – Get results with the new marketing mix, 

Marketing Management, March/April 2005

• What Marketing Wants the CEO to Know, Marketing 
Management, September/October 2003

• The Spielberg Variables, HBR, April 2005
• Close-loop process to monitor ad effectiveness
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Appendix
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“What-if” scenario analysis tool supports 
ACP target setting* 
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* By product line, segment, region, etc.
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Advertising Intensity Concepts
The more you advertise, the more you sell!

Jones AIC Theory
Market share strongly correlates 
with share of voice in stable 
markets. Investment above the AIC 
curve grows share; under 
investment results in share decline. 
Smaller share firms should invest 
more than larger share firms, in 
share of voice terms – however 
smaller share firms do not need to 
outspend (in absolute terms) the 
market leader to gain share. 
Measurement Goal
Determine where you are for each 
PL in each region relative to the 
competitive set for the last three 
years.
Business Questions
Are you under/over investing?

Does your  investment foreshadow 
future market leadership?

Which competitor’s spending 
threatens to erode your share?

JWT Study of 1096 Brands in 23 Countries

Jones AIC Curve = Advertising Intensity Curve

(John P. Jones “The Advertising Business” pg 85)
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Impact of Market Share on Revenue 
Growth

• The impact of a 1% 
change in market share 
on revenue growth 
depends on initial market 
share.

• For a 50% market share 
position, a 1% increase in 
share grows revenues 2%

• For a 10% market share 
position, a 1% increase in 
share grows revenues 
10%

0%

5%

10%

15%

20%

0% 20% 40% 60% 80% 100%

Share

R
ev

en
ue

 G
ro

w
th

��������	�
����������������
�������������



hp logo

• Ross Goodwin 
rossgoodwin@comcast.net

• Brad Ball 
brad_ball@rogers.com t)


