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ofened  vang diarahkan pada | peningkatan sisiasi Jan
pengurangan  biaya daflem  wpava  mencapa Tgoad” " dan
“objecdve”. Beberipa permmbangan vang: hans \imc:mm\m\ :

- dalam memenaikan sTetezi Jgl meernal audiedr sdalan:

Ve
Aty

1
3
d




Z Teansk dan prosaduc Srgimsast.
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Menganur bugimana 1gar femuan-temuan vang dihasiban
Jdar audlt dapar dibegikan kepada  berbagar zihak  vauyg

berkepennngan agar dapac Lxmak:m sebagal svaiuasl, karema
fal rersebur memeriukan wakte dan sabsmnsi vang feoac
sehungga merode pelaporannva juga harus dibuac sgar vang
berkepentingan Jdapae mengert- dan—inemabharmy hasid cemuan
zrsebul

I Fleksibiitus departemen.

- Perubahan program sesusl dengun Dermintaun muljemien
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-terDatas. .

T Tindakag ams rekomendast manajemen.

Disint straceginya Jirejukon untuk mempercieh kesedizan
m.m..]cncn menerima temuan-temuan, dan mengzmod andakan
!\DIL\SI serm ocngnnmcmmr..smn rckomcm_zsx vang. du.suﬂ\.‘zr

I8N

it

Swateg: dngikat vang icbih daggl dan kebijaxan viima narss
ditopang  ofen prosedur operasi dan kebtizkan  ymbzhon.
Poama vang hares dipesmsian adafan daiam mersncanuion
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atzrnal qudic vang dapar mengikud Tadvanee skedu Uang Tzoad
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dan efisien. Prrerikssun berard pemtertiGaut vang Jddasuian
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THE MARKETING AUDIT COMES AGE

D Koller -- Northwaostern University
am T. Gregor -- Tlie MAC Group, Inc.
am H. Rodgers II] -- Harmilton Consultants, Inc.

S CLASSIC ARTICLE has been read by countless business-school students and mearketing
essionals since . originally appeared in 1977. The model proposed at that time -- which
ined how an independent entity should go about assessing an existing marketing program --
sufficiently streamiined that it holds up very well today. In their retrospective comments,
authors discuss marketing issues that have come to the forefront in the intervening years:
alization of markets, information techneclegy, communications/promoticn  technology,
tegic planning, more sophisticated analytical tools, and the increased attention paid to
keting throughout the organization.

y close with suggestions on how to implemeant marketing audit recommandations. £4d.

nparing the marketing ctrategies and tactics of business units today with those of ten vears
. the most suiving imciesson s one of inarkehing sUSfegy oosclascance. Ten years g0
. automouoile -companies 'were gearing up or ‘their second postwar race © produce the
JGST car witn th2 highest horsepower. Teday companics are seiling incrazsing wmbers. of
2l arnd medium-sized cars and fuel eccnotiy is tne major. s2lling point. Ten years 3ago
nputer companies were nfroducing ever more powertui hardware for more sophisticated
;5. Today they emphasize mini- and microremputers and sortware, It is not even necassary
take o fen yeer pendd to snow the rapid obsolescence of maiwling simtegies. The crowth
momy of 1950 to 1970 has teen superseded by a volatiie economy that preduces new
stegic surprises aimost menthily. Competitors lounch new products, customers switch their
siness, | distributore lose  their effectiveness, acvertising costs skyrocket, government
ulgtions are announced, and consumer groups attack. Thesa changes represent both
dortunities and problems and may demand periodic reorientations of the Company's
rketing operztions.

ny companies feal that their marketing operations nead regular reviews and overhauls, but
not know how to preceed. Some companies simply make many small changes that are
nomicaily ard polltically feasible, but fail to get to the heart of the matter. True, the
npany davelocs en annual marketing plan, but management normally does not take a cdeep
J objective icok at the marketing sirategizs, policies, crganizations, and cpergtions on &
jular basis. At the other extreme, companies install zggressive new top marketing
inagaaient hoping (0 shake down the marketing ccowebs. In betwesn there must be more
lerly ways to reorient marketing operations to changed environments and opportunities.

'ter the Marketing Audit

e hears more lalk today about the marketing eudit o5 being the answer to evaluating
yrketing practice Just as the public accounting audit is the tool for evaluating company
counting practice. This might lead one to conclude that the marketing audit is a new idea and
0 a very distinct methoedology. Neither of thesa conclusions is true.



e marketing audit 45 an idea dates back to the carly 1950s. Rudolph Dalimeyer, a former
ecutive in Booz Allen & Hamilton, remembers conducling marketing audits as earty as 1952,
oert J. Lavidge, president of Elrick and Lavidge, dates tis fiem's performance of marketing
idits to over two decades ago. In 1959, the American Management Association published an
cellent set of papers on the marketing audit under the ttl: Analyzing and Improving

arketing Performarice, Report No. 32, 1959. During the: 1560s, the marketing audit received
reasing mention in the lists of marketing services of management consulting firms. It was not
il the turbulent 1970s, however, that it began to penetrate management awareness.

; for whether the marketing audit his reached a high degree of methodologicat sophistication,
e answer is-generally no. Wherezs two certified public accountants will handle an audit
;signment using approximately the same methodology, two marketing auditors are likely to
ing different conceptions of the auditing process to their task. However, a growing consensus
1 the major characteristics of a marketing audit is emerg ing, and we can expect considerable’
ogress to cccur in the next few years.

. its fullest form and concept, a marketing audit has four basic characteristics. The first and
ost important is that it is broad rather than narrow in focus. The term "tnarketing audit™
would be reseived for a horizontal (or comprenensive) audit covering the company's marketing
wironment, obijectives, strategies, organization, and systems. In contrast, 2 vertica/ (or in-
2pth) audit occurs when managament decides to take a deep lock inte some key marketing
neticn, onlh 35 SARSTorel mznzganent. & verticel 200 ShouC crogeay b2 Lalen Dy (he
nction tnat is being eucitad, such as a salesforcs sudit, an advertising audit, or & pricing
sl

second charecteristic fegture of a markering audit is thet stis concuctasd by someona who is
Jepencent of tha ogeration that is being eveluated Tnere is scme [oose talc about seli-zucits,
nere managers follow & dhacklist of questionsz conceriing thei ovin operations te male sure
ey are touching all ine bases.' Most experis would agree, however, that the seli-audit, while
is always a usaful step, dees not constitute a bona fide audit because it lacks objectivity and
dependence. independance cazn be achieved in two ways. The audit couid be an insige avait
nducted by a perscn or group inside the company but outside the operation being evaluated.
r it could be an outside evait conducted by a management consuiing firm or praciitioner. The
drd characteristic of ¢ marketing audit is that it is systemstic. Marketing suditors who decide
» interview people inside and cutside the firm at random, asking questions as they cccur, is a
isceral” auditor without @ method. This does not mean that they will not come up with very
seful findings and recommendations; they may be very insightful. However, the effectiveness
* the marketig audit will normally increase to the extent that it incorporates an orderly
quence of diagnostic steps, such as there are in the concuct of a public accounting audit.

final characte-istic that is less intrinsic to a marketing audit but nevertheless desirable is thatl

be conducted pericdicaly. Typically, evaluations of company marketing efiorts are
ymmissioned when sales have turned down siarply, salesforce morale has fallen, or other
oblems have occurred at the company. The fact is, however, that companies are thrown into
crisis partly because they have failed to review their assumptions and to change them during
xd times. A marketing audit congducted when things are going well can often help make a
xod situation even befter and also indicate changes needed to prevent things from turning
ur. The above ideas on a marketing audit can be brought tegether into a single definition:

marketing augit is a comprehensive, systematic, independent, and periodic examination of a
mpany's -- or business unit’, -~ marketing environment, objectives, strategies, and activities



v a view to deterrrining problem areas and opportunitie:s’and recommendmg a plan of action
improve the company's marketing performance.

1at Is the Marketing Audit Process?

w is a marketing audit performed?- Marketing auditing follows the simple three-step
.cedure shown in Figure L. :

'tting the Objectives and Scope 7

o first step calls for @ meeting between the company officer(s) and a potential auditor to
olore the nature of the marketing operations and the potential value of a marketing audit. If
: company officers are convinced of the potential benefits of a marketing audit, they and the
ditor have to work out an ggreement on the objectives, coverage, depth, data sources, report
mat, and time period for the audit.

nsider the following actual case. A plumbing and heét’ing supplies wholesaler with three
inches invited a marketing consuitant to prepare an audit of its overall marketing policies and
erations. Four major objectives were set for the audit.

Determine how the market views the company and its competitors.
Recornmend 2 oricing 2ehioy.
Uevie'sp a Drodunt eiziaton syiem.

Deatermine bow 0 imorcve the sdles ectivity in terms of the aepioymens of Lthe
'esforce, the ievel end yp2 of compensation, the measuremnent of performance, and the
dition of new szies represaniztives.

rthermore, the ausit would covar the marketng operations of the ccmpany as 3 whole and
2 operations of each of the three branches, with particular attention to one of the branches.
e audit would focus on the marketing operations but also would include a review of the
rchasing and invantory systems, since they intmately affect iarketing performance.

e company would furnish the zuditor wiln published and private data on the industry. In
dition, the auditor would , the auditor wouid contact. suppliers of manufectured plumbing
pplies for additional market data and contact wholesalers outside the company's market area
gain further information on whclesale plumbing and heating operations. The auditor would
erview a!'" the key corporate and branch management, sales and purchasing personnel, and
wld ride with several of those salespeople on their calls. Finally, the auditor would interview a
mple of the major plumbing and heating contractor customers in the market areas of the two
gest branches. It was decided that the report format would consist of a draft repart cf
Aclusions and recommendations to be reviewed by the president and vice president of
irketing, and then delivered to the executive committee, which included the three branch
inagers. Finally, it was decided that the audit findings would be ready to present within six to
iht weeks,

ithering the Dats

e bulk of an auditor’s time is spent in gathering data. Although w2 talk of a single auditor, an
diting team is usually involved when the oroject is lerge. A detailed plen as to who is to be
erviewed by whom, the questions to be asked, the time and place of contact, and so on, has
be carefully prepared so that auditing time and cost are kept to a minimum. Daily reports of



> interviews are to be written up and reviewed so that the individual or team can spot new .
235 requiring exploration while data is still being gathered. :

e cardinal rule in data collection is not to rely solely for data and opinion on those being
dited. Customers often turn cut tc be the key group to interview. Many companies do not
ally understand how their customers see them and their competitors, nor do they fully
derstand customer needs. This is vividly demonstrated in Figure 2, which shows the results of
King end users, company salespeople, and 'combany marketing personnel for their views of
e importance of different factors affecting the user's selection of 2 manufacturer. According to
e figure, customers look first and foremnast at the quality of technical support services,
lowed by prompt delivery, followed by quick response to customer neezs. Company
Jespepple think that company reputation, however, is the most important factor in customer
10ice, followed by quick response to customer neecs and technical support services. Those
no plan marketing strategy have a different opinion. They see price and product guality as the
«© major factors in buyer choice, followed by quick response to customer needs. Ciearly, there
a lack of consonance between what buyers say they want, what company salespecple are
sponding to, and what compeny marketing planners are emphasizing. One of the major
ntributions of marketing auditors is to expose these discrepancies and suggest ways to

prove marketing consencus.,

Yrenasing end FrEseaning the Ropart -*\jf"v T

ne marketing auditor wil te developng tertative conciucicns 3% the €32 coinee in. it s 3
ourd sracecura for him 20 her {2 .neet nnce or bwice with the company cfficer before the Cata
ollection ends to outline some initial findings 1o see what reactions and sucgastons whey

srecduce.

Yhen the data-gzthering phase is over, the marketing auditor prepares notes for a visual ana
rerbal p'esewtctm to the company officer or small group who hired nhim cr her, The
yresentation consists of resdaling the objactives, shoving the main findings, anc presenting the
najor recommendcations. Then the zuditor is ready to write the final report, which is fargely a
matter of putiing the visual and verbal matenal into a good written communication. The
-ompany officar(s) will usually ask the auditor to present the raport to other groups in the
-ompany. If the repoit calis for deep debate and action, the various groups hearing the report
should organiza into subcommittess to do follow up work, with ancther meeting 0 take place
some weeks later. T e most valueble part of the marketing sudit often lies not so much in the
suditor's specific recc mmendations but in the process that managers tegin to ¢o through to
assimilate, debate, and cevelop their own concept of the needed marketing action. )

Marketing Audit Procedures for an Inside Audit

Companies that conduct internal markating audits show interesting variations from the
procedures just outlined. International Telephone and Telegraph, for example, has a history of
forming corporate teams and sending them into weak divisions to do a complete business audit,
with & heavy emphasis on marketing. Some teams stay on the job, often taking over
management of the division.

General Flectric's corporate consulting division offers help to various divisions on their
marketing problems, One of its senvices 1s a marketing audit in the sense of a broad,



ndependent, systematic 100K at the marketing picture: i1 3 division. However, the corporate
zonsulting division grts feew requests for a marketing aurint 45 such. Most of the requests are for
specific marketing studies or problem-solving assistance.

3M uses a very interesting and unusual internal marketing plan audit prccedure. A marketing
dlan audit office with @ small staff is located at corporate headquarters. The main purpose of
‘he 3M marketing plar aucit is to help the divisional marketing manager improve the marketing

Jlanning function, as well as come up with better strategies and tactics. A divisional marketing
nanager phones the marketing nlan audit office and invites an audit. There is an agreement
-hat only the division manager will see the results and it is up 1o him or her whether to allow
sider distribution, -

The audit centers on e marketing plan for a product or product line that the marketing manager
S preparing for the coming year This plan is reviewed at a personal presentation by a special
‘eam of six company marketing executives invited by the marketing plan audit office. A new
‘eam is formed for each new audit. An effort is made to seek out those persons within 3M (but
ot in the audited division) who can bring the best experience to bear on the particular plans
Jroblems and opportunities. A team typically consists of @ marketing manager from another
Jivision, a national sales manager, a marketing executive with a technical background, a few
Sthers close to the type of problems found in the audited plan, and ancther person who is
otally unfarailiar with the marvel the p1ocht, er.the major rarketing techniques being used in
n2 plan. This perscn usually rgises seme amportant points otheis focuat to raise, or asks
questions others do not ask because "evervone probably knows about tnat anyway."

Tne six auditers ere-suppiad with a sumimary of the markedng managai's pian atoul tein ¢ays
hefcre a2 meeting is hela tC review the plen. Cn the audit dav, the six auditers, the head cf the
audit office, and the divisional marketing manager gather at 8:30 A.M. The marketing manager
Takes @ one-nour orzsentation describing e Zivision's comeetitive situaticn, e long-run
strategy, and the planned tactics. The auditors proceed to ask hard questions and debate
zertain points with the marketing manager and each other. Before the meeting ends that day,
Tne cuditors cre eacn asved o fil out @ marketing plan evaluation forin consisting of questions
that are accompanied by numerical rating scales and space for comments.

These evaluations are analyzed and summarized afier the meeting. Then the head of the audit
office arranges a meeting with the divisional marketing manager and presents the highlights of
the zuditors’ findings and reccmmendations. I‘ is then up tC the markeilng manager to take the
next steps.

Components of the Marketing Audit

A major principle in marketing audits is to start with tha marketplace first and explore the
thanges that are taking place and what they imply in the way of problems and cpportunities.
Then the auditor moves on to examine the company's marketing objectives and strategies,
Jrganization, and systems. Finally the auditor may move to examine one or tw 5 functxons
“hat are central to the marketing performance of that company in mor @f@ i
“ompanigg sjg,&ror less than the full range of auditing steps in order 0 o tarm“results
oefore c_iml_ﬁ}nm further work. The company. may ask for a marketing environment audit
and, if satisfied, then ask for a marketing strategy audit. Or it might ask for a marketing
drganization audit first, and 1ater ask for @ marketing environment audit.

Ne view a full marketing audit as havmg Six major components each aan be semi- autonomous

M a company wants 1ess Wi o Ul mackein, W uaewe s 3ta SUNHTAONCHLS aiid L n,\_)\\_ul
L3



lAgNOStic - sequence a2 discussed below. The major questions connected with  these
omponents are gathered in the Appendix.

farketing Environment Audit

y marketing environment, we mean both the macro-environment surrounding the industry and
we%e ironment in which the organization intimately operates. The macro-environment
onsists of the large-scale forces and factors influencing the company's future, over which the
ompany has very little- control. These forces are normally divided into economic-demographic
ictors, technological factors, political-legal factors, and social-cultura factors. The marketing
uditor's task is to assess the key trends and their implications for coripany marketing action.
lowever, if the company has a good long-range forecasting department, then there is less of a
eed for a macro-environment audit.

he marketing auditor may play a more critical role in auditing the company's task environment.
he task environment consists of markets, customers, competitors, distributors and deaiers,
Jppliers, and -marketing facilitators. The marketing auditor can make a contribution by going
ut into the field and intérviewing various parties to assess their current thinking and attitudes
nd bringing them to the attention ¢f management.

darketing Strategy Audit

T8 Markgiing gudinnn then proeseds 1 SoNsiZel Whelaer the LO0T-Lany's IMArkeling surateyy IS
/el postured in the light of the opportunities and groblems facing the company. The starting
2ing for the marcetine strateyy audit i concrate gnzls end objectives, lloved ty marketing
bjectives. The auditor may find the opjeciives to oe poorly stated, or well steted butl
~approrrizte civen the company's rescurces and copportunities. For example, & cheimcal
ompany had set a sales arowth objective for a particuler product ling at 15 percent. However,
n@ ol marker showed no yrowih, end competition was Terse, Here e auditor yuescioned
he basic sales growth objective for that product line. he proposed that the preduct line be
2considered for a8 maintenance or harvest objective at best and that the company look for
rovith slsewhere.

ven when a grewih objective is warranted, the auditer will wanu to consider whether
nanagement has chosen the best strategy to achieve that growth.

Harketing Crganization Audit

. complete marketing auc would bave to cover the question of the effectiveness of the
werketing and sales orcanization, as well as tha quatity of interaction between marketing and
tther key management functions such as manufccturing, finance, purchasing, and resesarch and
ovelnpment., ' <, -
hening ey @mbeal
£ critical times, a company’s marketing organization must be revised ‘to achieve greater
ffectiveness within the Company and in the ‘marketplace. Companies without product

I/M?,n(%/

1anagement systems will want to consider introducing them; companies with these systems -

nay want to consider cropping them, or trying product teams instead. Companies may want to
suefine the role of a preduct manager from being 2 promotional manager (concerned primarily
dith volume) to a business manager (concerned primarily with profit). There is the issue of
‘hether decision-making responsibility should be moved up from the brand to the product level.
here is the perennial question of how to make the organization more market-responsive,
wluding the possibility of replacing product divisions with market-centered divisions. Finally,



ales organizations often do not fully understand marketing. [0 the words of one vice president
f marketing: "it takr:s about five years for us to train sales managers to think marketing”

Marketing Systems Audit

v full marketing audit. then examines the various systerns being used to gather information,
lan, and control the marketing operation. The issue is not the company's marketing strategy or
yganization per se but rather the procedures used in some or all of the following systems:
sales forecasting, sales goal and quotl setting, marketing planning, marketing control,
nventory control, order processing, physical distribution, new products development, and
sroduct Zruning.

he marketing audit ray reveal that marketing is being carried on without adequate systems of
slznning, implementation, and control.- An audit of a consumer products division of a large
company revealed that decisions about which products to carry and which to eliminate were
nade by the head of the division on the basis of his intuitive feeling, with little information or
znalysis to quide the decisions. The auditor recommended the introduction of a new product-
screening system for new preducts and an improved sales control system for existing products.
He also observed that tne division prepared budgats but did not carry out formal marketing
olanning and conducted hardly any research into the market. He recommended that the division
astablish a formal marketing planning system as soon as nossible.
. — D) < 18

Marker/ g Frodoclivily Al
Lol markeung 2t @50 inciates an 2ot to examine key atconnting deta © derermine
where the company 3 Making its real profits ana what, if any, mariedng costs could ce
inmmed. Dedision Sciences Corperation, for axample, starts €S marketing audit by looking at
the accounting figures on <ales and assnciated costs of salas. Using marketmg cost azcounting
crincinies, T sesks to reasore the marginal provic contrinution or different wreaucts, end-user
segments, marketing channels, and sales territories.’

We might argue that the firm's own concroller or eccountant shoud du the job of provicing
management with the results of marketing cost analysis. A handful of firms have created the
cosition o marketing contrallers, who report to financial controllers and spend their time
coxing at the preductivity end validity of various marketing Costs. Where an organizetion is
coing 2 geod ob of marketing cost analysis, it does not need a marketing auditor to study the
seme. But most companies do not do careful marketing cost anawysis. Here marketing auditors
Can pay their way by simply exposing certain economic and cost refations that indicate waste ¢r
conceal unexploited marketing opportunities.

Zero-based budgeting is another tool for investigating and improving marketing preductivity * In
normal pudgeting, top management allots to each business Unit @ percentage increase (or
cecrease) of what it got iast time. The question of whether that basic budget level still makes
sense is not raised. The manager of an operation should be asked what would basically be
needed if the operation were started from scratch and what it would cost. What would be
needed next, and what would it cost? In this way, a budget reflecting the true needs of the
operation is built from the ground up. When this technique was applied to a technical sales
group within a large industrial goods company, it became clear that the company had three or
four extra technical salespeople on its payroll. The manager admitted to the redundancy but
argued that if 3 business upturn came, these people would be needed to tap the potential. In
the meantime, they were carried on the payroll for two vears in the expectation of a business
unturn.

-



arketing Function Audit

& work done to this point might begin to highlight ciertain key marketing functions that are
rforming pooriy. The auditor might spot, for example, salesforce problems that go very deep.
it might become clear that advertising budgets are prepared in an arbitrary fashion and such
iNgs as advertising themes, media, and timing are nol evaluated for their effectiveness. In
ese and other cases, the issue becomes one of notifying management of the desirability of
ie or more marketing function audits. s

hich Companies Can Benefit Most from a Markefing Audit?

| companies can benefit from a competent audit of their marketing opera‘tions. However, a
arketing audit is likely to yield the highest payoff in the following companies and situations.

" Preduction-oriented and Technical-oriented Companies. Many manufacturing companies
we their start in a love affair with a certain product. New products are added that appea! to
e technice! interests of management, usually with insufficient attention paid to their market
stential, The feeling in these companies is that marketing is paid to sell what the company
:cides to make. After some failures with its "better mousetraps,” management starts getting
terested in shifting to a market crientation. But this calls for more than a simple declaration
/ top management to study and serve the custcmer's needs. It calls for a great number of
‘ganizational end attitudinal changes *r‘et must be introducan carefully and Zonvincingy. An
Aditor c2n pedorm an inncrtant service in recoanizing (ndt @ Company's provlem nes in its
-oduction orientation, and in guiding management toward & market orientation.

~~ Ul ever '

L Troubied Drsisions. Muitidivision companies usually have some troubled divisions. Too
ienagernent mav d=2cide to g an auditor to assess tne situation in a troublec Jivision rather
1an rely sotely on the division maragement's interpretation of the problem.

1 Hign-Ferforming Divisions. Multigivision companigs might want 3n audic of th2ir op
Jliar divisions to make sure that they are reaching their highest potential and are not on the
>rge of a sudden reversal. Such an audit .may also vield insights into how to improve
arketing in cther divisions.

4 “Young Companies. Marketing audits of emerging small companies or young diviioris of
rge companias ¢an heip to lay down a solid marketing approach et a time when management
ices a great degree of marke! inexperience. (=) NGOG

\/ MNongrefit Organizations. Administrators of colleges, museums, hospitals, sccial agencies,
nd churches are beginning to think in marketing terms, and the marketing audit can serve a
seful educational as well 2s diagnostic purpose.

Jhet Are the Problems and Pitfalls of Marketing Audits?

/hile the foreqoing has stressed the positive aspects of marketing audits and their utility in a
ariety of situations, 1t is Important to note some of the problems and pitfalis of the marketing
udit process. Problems can occur in the objective-setting step, the data collection step, or the
>port presentation step. '

etting Objectives

ynen the marketing audit is being designed by the auditor and the company officer who
ommissioned the audit, several problems will be encountered. For one thing, the objectives et
or the audit are based upon the company officer's and auditor's best a pricri notions of what
e oRey DIGhien afeas ale. Huwover, new Probien argas may emerge once the auditor begins



to learn more ahoul the company. The original set of ohiectives should not constrain the
auditor from shifting the priorities of investigation.

Simifarly, it may be necessary for the auditor to use different sources of information than
envisioned at the start of the audit, In some cases this may be because some information
sources that had peen counted on became unavailable. [n one marketing audit, the auditor had
planned to speak to a sample of customers for the company's electro-mechanical gevices, but
the company officer who hired him would not permit him to do so. In other cases, a valuable
new source of information may arise that was not recognized at the start of the audit. For
example, the auditor for an air brake system manufecturer found as a valuable source of

market intellivence a long-estabiished manufacturers’ representative firm that approached the
‘company after the audit had begun.

Ancther consideration at the objective-setting stage of the audit is that the management most
affected by the audit must have full knowledge of the purposes and scope of the audit. Audits
g0 much more smoothly when the executive who calls in the auditor either brings the affected
management into the design stage, or at least has a general introductory meeting where the
auditor explains procedures and answers questions from the people in the affected business.

Data Collection

Despite razssurantes vy the audior and rhe commissioning exacutive thers wil ¢t be some
M2Naders in the ateded business who feel throatenad by the sudicer. Tre auniicr rust expect
this, and realize that an individual's fears and biases may color intarview statements.

From the onsat of the auoir, the auditor must guarantae and maintain conficentizity of gach
irdividusl's commernts. In manv audits, personnel in the company will see thz audit 22 a vehicle
for unloading thair negative feelings about the company or cther individuais. The auditor can
leern a lot from tnese CCMIMENLS, hut (Ut protect the invdividials whe make tiem. The auditor
must question interviewees in a highly professional manner to build their confidence in the
procass, or 2lze they will not be entirely honest,

Anotner area of concern during the information coliection step is the degree to which the
company executive who brought in the auditor vill try to guide the audit. It will te necessary
for this officer and the auditor to strike a balance in which the executive provides soine
direction, but not tco much. While overcontrol is the more likely excess of the executive, it is
aiso possible to undercontrol. When the auditor and the company executive do not have open
and frequent communication during the audit, it is possible that the auditor may place more
emphasis on some areas and less on others than the executive might have desired. Therefore,
it is the responsibility of both the auditor and the commissioning executive to communicate
frequently during the sudit,

Report Presentation

One of tne biggest problems in marketing auditing is that the eéxecutive .who trings in the
auditer, or the people in the business being audited, may have higher expectations about what
the audit will do for the company than the actual report seems to offer. In only the most
extreme circumstances will the auditor develop surprising panaceas or propose startling new
opportunities for-the company. More likely, the main value of the report will be that it places
priorities on ideas and directions for the company, many of which have already been considered
Oy so'ne people within the audited organization. In most successful audits, recommendations
skilifully combine the auditor's general and technical marketing background (e.g., designs of
sales representatives compensation systems, the ability to measure the size and potential of



markets) with some opportunistic ideas that people 1 the: auditedmganization have already
considered, but whose value they cannot assess. However, it is only in the comipany's
implementaticn of recornmendations that the payof will corne.

d .

Arnther problem at the conclusion of the audit stems from the fact that most audits result in
organizational changes. Organizational changes are a common outcome because the audit
usually identifies new tasks to be accomplished, and new tasks demand people to do them. One
thing the auditor and the sponsoring executive must recognize, however, is that organizational
promotions and demotions are exclusively the executives gecision. It is the executive who has
to live with the changes once the auditor is gone, not the auditor. Therefore, the executive
shauld net be lulied into thinking that crganizational moves are any easier because the auditor
may have recommended them.

The final problem, and this is one facing the auditor, is that important parts of an audit may be
implemented incorrectly or not implemented at all by the executive who commissioned the
audit. Nonimplementation of Key parts of the audit undermines the effectiveness of the whole
audit. ' : '

Summary

The marketing audit is one important appreach to evaluating the markeating performance of a
COMP2ny or ore of IS business unis. Marketing audits are distinguished rom other merketing
SXRICISES N DEING COMOICIENSIVE, INGERCI TSN, Syseinatt, 2nC paincic. A uli narketing audil
covers the company's {or aivision's) external environment, objectives, strategies, organization,
systeme, znd Tencvons. If the Qualt covers onby cne funition, such as sales mznagenant or
advertising, it is best descrited es 2 marketing function audit rather than a marketing audit. I7
the evercsa s o cclve 2 current prodlem, such as entsring a market, setting g price. o
developing a packace, then itis not an audit at &l

T‘né marketing audit is carried out in three steps: developing an agreement as to cbjectives and
scope, collecting the data; and presenting the report, The audit can be perfcrmed by a
coinpeatent octside consultzant or by a company auditing oftice at headquarters.

The possible findings of an audit inciude detecting unclear or inzpp:opriate marketing
objectives, aopropriste strategies, inappropriate leveis of arketing expenditures, needed
improvements in organization, and needed improvements in systems r marketing information,
planining, and control. Table [ shows the most common marketing audit findings. Cempanies
that ere most likely to benefit in a marketing audit include preduction-oriented companies,
ccmpanies with troubled or highly vulnerable divisions, young companies, and nonprofit
organizations.

Many companies today re finding that their remises for marketing strategy are growing
obsolete in the face nf a rapidly changing environment. This 15 happening to company giants
such as General Motors and Sears as well as to smaller firms at have not provided a mechanism
for recycling their inarketing strategy. The marketing audit is not the full answer to marketing
strategy recycling, but it does offer one major mechanism for pursuing this desirable and
TECLssary ask.

Appendix: Components of a Marketing Audit
Marketing Environment Audit

Macro-£nvironment cLonomic-Demaograpnic



What does the company expect in the way of inflation, material shortages,
inemployment, and credit availability in the shart run, intermediate run, and long run?

What effect will forecasted trends in the size, distribution, and regional distribution of
apulation have on the business?

vMecro-Environment: Technology
Whaﬁ major changes are occurring in product technolegy?. In process technology?
What are the major generic substitutes that might replace this product?
Macro-Environment: Political-leyal

What laws are being proposed that may affect marketing strategy and tactics?

What federal, state, and local agency actions should be watched? What is happening in
the areas pollution control, equal employment opportunity, product safety, advertising, price
control, etc., that is relevant to marketing planning?

iMacro Environment: Social-Cultural

What attitudes is the publu, ‘aksng toward business and toward pr oducts such as those
precuced oy the company?

What changes are occurring in consumer mGSC/lES anG veluss that nave g beariny or
the company's target markets and marketing methods?

-

Markets

What is happening to market sice, growth, geoccraphical distribution, and profits?
'‘Nhat are the major market seginants? What are their expected rates or growtn? Whicn
are high opportunity and low opportunity segments?

Custemers

How do current customers and prosoects rate the company and its competitors,
particular!y with respect to reputation, product qu ality, service, salesforce, and price?
ow do different classes of customers make their buying decisions?
What are the evolving needs and sctxsractxons being sought by the buyers in this
market?

Competitor:

Who are the major competitors? ./nat are the objectives and strategy of each major
competitor?

What are their strengths and weaknesses? What are the sizes-and trends in market
shares?
What trends can be foreseen in future competition and substitutes for this product?

Distribution and Deailers

What are the main trode channels bringing products to customers?
What are the efficiency levels and growth potentials of the different trade channels?



Suppliers

hat is the-oullook for.the avatlability of different ke resources used in production?
What trends are occurring among suppliers in their pattern of selling?

Facilitators

What is the cutlook for the cost and availability of transportation services?
What is the outlook for the cost and availability of warehousing facilities?
What is the cuticok for the cost and availability of financial resources?

How effectively is the advertising agency performing? What trends are cccurring in
gdvertising egency services?

Marketing Strategy Audit

Marketing Objectives

Are the corporate objectives Ciearly' stated, and do they lead logicaliy to the marketing
cbjectives?

Are the marketing odjectives statad in a clear form to guide marketing planning and
subsequent performance measurement?
pr= the marketing chbiactives appropriate, givern the emcanv's compositive [osition

To30LICES, 30G OCEOITUNILESY 15 the Qppropriaie Stretegic udectve o bukd, P, harvest, or
terminate this business?

Strategy

What s the core marketing strategy for achieving the objectives? Is it a scund
marketing siretegy?.

Are enough rescurces (or tco many resources) budgeted to accomplish the marketing
chjectives?

Are tne marketing rescurces allocated optimally Lo prime market segments, terrtories,
and preducts of the erganization?

Are the markeung resources zllccsted optimally to the major elements of thz marketing
mix, Le., product quaiity, semice, s P'E orce, advertising, premotion, and distripution?

tMarketing Organizaticn Audit

Formal Structure

Is there 2 high-level marketing officer with adequate authority and responsibility over
thosa company activities that affect the customer's satisfection?

Are the marketing respansibilities optimally suuctured along functional, product, end-
user, and territorial lines?

Functional Efficiency
Are there gocd communication and working relations between marketing and sales?

Is the product management system working effectively; Are the product managers able
to plan profits or only sales volume?
Are there any groups in marketing !

hat need more training, motivation, supervision, or
valuation?



Interface Efficiency

- Are there any provlems between marketing and manufacturing that need attention?
‘What about marketing and R&D?
What about marketing and financial management?
What about marketing and purchasing?

Marketing Systems Audit - o
Marketing Information System

Is the méri/c'éting inteliigence system producing accurate, sufficient, and timely
information about developments in the marketplace?

Is marketing research being adequately used by company decision makers?

Marieting Planning System

Is the marketing planning cystem well conceived and effective?
Is sales forecasting and market potential measurement soundly carried cut?

Are cales quotas set cnia proper basis?
inarketing r‘ontro. S\,sgerr.

AF&"‘- Faz contron procedine=e ’"'\OIVﬂ‘/, Quaiterly, E}LC ) B0SCUALE L 8nsure thal (he ainiLdi
plan objactives zre being achieved? ;

s provision made to pericdically anayze the profitavility ¢ different procucts, markets,
territories, and channels cf distnbution?

1S provision mace o pericdically examine and validate various marketing costs?
New Product Develcoment System

Is the company weil organized to gather, generate, and screen new product ideas?

Does the company do adequate concept research and business analysis before investing
heavily in a new idea?

Does the-company carry out adequate product and market testing before faunching 2
new product?
Marketing Preductivity Audit
Profitability Analysis

What is the profibility of the company's different products served markets, territories,
and channels of distribution?

Should the company enter, expand, contract, or withdraw from any business segments,
and what would be the short 20d long-run profit consequences?

Cost-Effectiveness Analysis

Do any markeling activiies seam to have excessive costs? Are these costs valid? Can
cosi-raducing steos be taken?



Marketing Function Audits
Products

«  What are the product line objectives? Are these objectives scund? Is the current product
ine meeting these objectives? ,

+ Arethere particular products that should be phased cut?

« Are there new products that are worth adding?

« Are any products able to benefit from quality, feature, or styte improvements?

Price

. What are the pricing objectives, policies, strategies, end procedures? To what extent are
orices set on sound cost, demeand, and competitive criteria.)

« Do the customers see the company's prices as eing in line or out of line with the
sercelved value of its offer?
«  Does the company use price promotions effectively?

Disuibution
. What are the gistribudion objectives 2n.C sfraiegins?
« it there sdecuate marrec coveregde end senvice!?
«  Sihould the company consider changing its degree of reliance on distribuiors, sales reps.

ard Cirect ¢Rling -
Rzlesforee
. Wizt are the organization's salesiorce objectives?

Is the salesforce large erough to accomplish the comoany’s objectives?
- Is the szlesforce oryanized along the proper principie(s) of specialization (territory,
market, product? : -
. Does tha zalesforce snow nigh morale, ability, and efort? Are they sufficiently trained
znd motivated?
. Are the procedures adequate for setting quotas and evaluating performance?
»  How is the company's salesforce perceived in relation to competitors’ salesiorces?

Advertising, Promotion, and Publicity

«  What are the organization's advertising objectives? Are they sound?
« Is the right amount being spent on advertising? How is the pudget determined?

- - Are the ad themes and copy effective? What co customers and the public think
about the advertising?
« Are the advertising media well chosen?

“vou s sales promotion used effectively?
Is there a weli-conceived publicity program?



trospective Commentary

VIEWING THIS ARTICLE with the benefit of hindsight -- and having ccnducted innumerable
irketing audits since it was written - we find that most of its content is as relevant today as
en we wrote it twelve years ago. Consulting firms, business school faculty, and corporations
3t conduct marketing audits continue to probe a business's marketing environment, marketing
jectives and strategies, marketing organization, marketing systems, and marketing functions.
d the audits typically conclude with a list of diagnostic findings and reccmmendations.

t several important changes have occurred that affect our original findings, particularly in the
2as of globalization, information technology, strategic planning, analytical tools, changing
vironments, and implementation. By adding our thoughts on these new developments, we
pe to prolong the usefulness of the marketing audit for today's managers.

ohalization

1ce 1977, U.S. firms, in dramatically increzsing numuers, have had to defend themselves
3inst forefon comnelitors Many pave 3'so soucht 10 penetrete ofshore markets. The
repeens and Jzpanese nave comigeted more effectivey than U.S. fdrms a international
arkets, but even their markating tasks are now becoming more compiex — an ocen European
miaon Marker lcoms 0 1952, for evampla. and Japan faces intreasingly stroag competition
m other Asian countries. The global cerroration, owned by shareholders from many countries
id with merketing, rmanufecturing, and research arms spread 1o 3l comers of the world, is
YN emerging as 3 successoer to the muitinationial corporation of the 19¢0¢ and 19705

rtainty those performing a marketing audit must now more than ever raise questions about
e company's international opportunities and strategies. The audit must address a wider
riety of global marketing issues, including marketing standardization versus custumizaticn,®
~ versus high trensfer prices, and alternative forms of market entry.

ohal issues beczme important in one recant marketing.audit for a Eurcpean leisure products
ympany, for example. The auditors recemmended that the company’s U.S. subsidiary needed
wer transfer prices if it was going to gain U.S. market share against a competitor that
ntrotled 70 percent of the U.S. market. These and other international issues were not salient
the time we wrote the original piece.

wformatien Technolzgy

nce 1877 the importance of computer hardware and software,  teleccmmunications
wipment, and other technoicgies for moving and manipulating information in the business
orld has grown explosively, producing the concept of "information technology™ and such new ,
‘ganizational functions as the "chief information officer” Information technology has in some
dustries radically chanaed the nature of product distribution (e.g., Federal Express's COSMOS
rstem for on-line  customer service and  delivery  system  logistics management),
ymmunications (electronic information systems), and selling (computer-based data entry and
Jling aids used in the insurance industry). In many semce industries it has changed the
wure of the products themselves: most of today's new’ "financia! services products, for
stance, would not exist i it were not for the technology explasion of the last decace.



roriginal section on marketing systems did discuss the systems used to gather information,
n marketing activitics, and control results -- including sales forecasting, sales goal setting,
rketing planning and contrel, and inventory control. While we gave a comprehensive list of
s activities needing examination in a systems audit of that era, we could not anticipate how
lically information technotogy would change the very nature of competition in an industry.
reasingly advanced information technology can provide a company. ~ith a substantial
npetitive advantage, and mt behcoves the auditor to evaluate the company's existing
srmation technolegy and ooportunities.

mmunications/ Promotion ‘echnolo

the 1977 article, auditing the communications/ promotion activities of @ company consisted
gely of examining the effectiveness of the salesforce and of advertising. While these remain
2 largest components of the typical company's promotion thrust, they are losing some relative
st effectiveness. "New media" are developing rapidly, and it is important for companies to
nsider whether they are making sufficient use of them. The marketing audit should examine
> company's actual or potential use of direct mad, telemarketing, direct and party selling,
orts and cultural events marketing, and public refations in general. New communications
-hnologies -- videorecorders, videodisks, rax machines -- provide promising new media
nortunities to thaose managers alert enough to recognize them.

rateait Planning

nile tnz markzting audit's methodclogical tremework nas Not changed a great deal in twelve
ars brginess-unit strateqr. 2lanninag has progressed consiczrably, in the mid-1970¢ sirztzgic
3ning was just being adooted on a wice basis, and it uften preduced oversimplified analyses
cemplex marketing and competitive environments. Wide use of concepts such as ingustry
ructure, generic sirategies, andé valie chains was stiff on the horizon.”

1siness unit managers today have new analytical tools. Marketing managers blend strategic
anning concepts with the marketing audit approach. When the marketing audit examines the
mpelitive envirenment, for instance, strategic planning concepts can clarify results. 1n ona
idit, management of a construction products company did not initislly appreciate that its
imary cempetitive battlefields were distribution and new product cevelopment, not cost. The

reeting aucicors made these issues crystal clzar by documenting the similarity of
anufacturing cests among competitors and highlighting the limited economies of scale
/atiable in manufacturing. '

nalytical Tools

ow coule we not cite the personal computer as a significant new development in the
arketing zudit? Product fine profitat’lity, customer profitability, and distributor profitability
2w can be ezsily constructed by a twonbv-two-year-old analyst working with any of the
sailable spreadsheet: programs, provided an experienced auditor guides this effert. The
srsonal computer, with @ modem, also makes access to industry data much more simple, sO
iat being near a well-stocked library is of less importance than it was twelve years ago.
anipulating company data becomes extremely easy; as data files can be transferred onto
oppy disks to be analyzed by the auditor at his or her desk.

1 the marketing -audit for a gas utility, the auditors took a database cf all the commercial and
idustrial customers the utility had classified into 100 SIC codes, and regrouped them into ten
usters with similar gas usage patterns. What had been an unsegmented market with 100 cells



ckly became a market with just ten segments (with sales volumes for each segment)
ough simple data manipulation on the personal cornputer.

anging Environments

¢ original article pointed out the types of companies that could benefit most from a
rketing audit - production or technically oriented companies, troubled divisions, high-
forming divisions, young companies, and nongrofit organizations. We have seen examples of
th type of organization undertake an audit. Yet in recent years what has stood out is the
mber of divisions or companies performing an audit because of an impending or realized
inge in their competitive environment. A mzjor cause has been the deregulation trend in the
ited States, which has caused particular upset to company marketing strategies in financial
vices, telécommunications, and transportation. We have seen marketing audits undertzken
a brokerage company, an insurance company, a gas utility, and tha coin telephone unit of a
ijor telephone coperating company; in each case, the audit was stimulated by the need for
inagers to figure out how to compete within the looser regulatory structure in their industry.
ner major environmental changes prompting the need for a fresh marketing audit are
imatic shifts in technolcgies, cost structures, consumer tastes, ecconomic cenditions, or
titical and 'egal conditions.

‘tal Company Marketing

e 153705, COMNanies wore nIero 1o centnyy merieding as a sat of functions thet were
naled by a specific department, while other deoartments carried out their own objectives. But
Cavig Packarc of Hewlelt-Fackerd noted, "™arketing is r tho important o leave (o the
arketing departrnent.” We are increasingly recognizing tnat successful coripanies orgunize
>mselves to oroduce high levels of customer satisiaction, enc thie means thet all emplovess
d departments must think and act in the interests of customers, Instead of engaging in the
ighting that typically Gccurs among company denarimeants, ai departinents must be pointed
the same gcal or producing customer satisfaction at @ profit. Therefore, marketing audits
ed to be expanded to include an appraisal of organizationwide attituues toward customer
rticipation and responsibilicy.

1plementation .

iplementing the changes a marketing audit suggests has “always been difficult, and’
plementation is still the ey issue. Our experience gver the past twelve years has taught us a
~ ways to bring about the necessary changes. At the moment the audit is completg, for
stance, the auditors usually have the most comprehensive, fact-based vision of where the
rpany needs to gu to succeed, When they merely present the new strategy and supporting
ta to the management team, they often encourter skeptics who then become barriers to
tion. If the auditors walk away at this point, ¢ combination of neglect and outright sabotege
n undermine the "agreed-upon” strategy. Two or three months later the marketing strategy
at best, only partially implemented. '

«0 approaches help ensure effective implementation. The first is developing ownership of the
it process and its results among key managers by actively involving them throuchout the
dit. Ownership is enhanced when the augitors and senior management develop one or more
arketing audit workshops in which the underlying information can be presented and digested
itil it is fully understocd. Also, only by maintaining independence, and not appearing to have
en coopted by management, ‘will the auditors' results be - respected down through the
ganization. Accomplishing this requires experience and finesse cn the part of the auditors.



tive implementation also calls for a thorough understanding of the organizational
cations the marketing recommendations have for the firm. In a recent eflfort for a
sified financial services firm, for example, auditors recommended improving the quality of
ceting program support to the lines of business, and the auditors included specific
nizational recommendations designed to create separate marketing support groups
prising a mix of marketing professionals and talented business-line staff.

clusion

title of our criginal articie, The Marketing Audit Comes of Age," may have been a littla
nature. Each decade brings about changes and new empiases, and consequently some
ures of the marketing audit continue to require revision or expansion. Qur point, however,
holds: the marketing audit is now a fairly standard teol that can be objectively applied to
uate whether a company's total marketing posture and resources are best positicned to
1 2dvantage of its evoiving opportunities. This is the good news. The bad rews is that far
few companies us2 this tool, They prefer to think that the annual marketing-planning
255 will bring into existence the data and the objectivity required to identify strategy,
cture, and systems that will propel the company successfully intc the future. As more
13gers become aware of the difference between conducting a strategic marketing audit and
»aring a normal marketing plan, more of them, we believe, will recognize the substantial
fributions to marketing effectiveness that can resuit from tne 1mplememtat1on of a strateqic

xeting avdit.
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