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S L O A N  , . IANAGEMENT R E V I E W  CLASSIC R E P R I N T  0 

THE MARKETING AUDIT COMES AGE 

D Ko;ler -- Norttivicstern Unlverslty 
am T. Gregor - -  771e P4AC Group, inc. 
am H. Rodgers !/I -- Hamilton Co~isultants, inc 

3 CU+SSIC AR-rICLE has been read by countless bl~siness-school students and marketing 
essionzls since IF originally appeared in 1977. The  rriwJcicl proposed at that time - -  vihich 
i n 4  how an independent entity should go about assessing an existing rnarketing prograrn -- 
Suficient?y streamlined that i t  holds up very well torJay. In their retrospective comments, 
authors discuss marketing issues that have come to the Forefront in the intervening years: 
~alization of  markets, information technology, communications/promoticn techr)ology, 
tegic planning, more sophisticated analytical tools, and the increased attention paid to  
keting throughout the or~anization. 

y close with sugcestions on how to implement marketing audit recomm~ndations. Ed. 

np3rinq the msrketinq c t ~ t e g ~ e s  and taztirs sf businzss unit; toeay with those of ten years 
,, !kt? m:5: s;ri::itl; lrl:!:ies;.2,? !s 017? 3f ;r.3;k,t.tii!(i ;;i.StEq;' O?SC~?SCL~~.F.  Tt:: ~ " 3 ~ 5  iq0 

;. auto~nobile.companies :vere g?arir,g up ;or'their second postwar race :o p r o d ~ c e  ;he 
.c-- , ,  a slitn <:I? t,i~cizst >c:s~povi~;~. .  Tcda  conl!~?niks ?re sellirig ir.cr?zsin3 ,i(lnlbers o f  

. - 
?I1 zr,d mtx;l,m-s~zzd car5 3rd i t e l  ~ L ~ ~ O I I I V  is tr,e majot 5?l!;n$ @a:.  en b.ea1.s 3 5 0  

ncutEr c:cmpanies \*/ere intrcducing ever more powerful hard~var? for more sopbisticate3 
:s. Today theti emphasize mir,i- and microrclmputers and sottwzre. I t  i; not ?ven Iiemscar) 
Lake a ten- yz-.r ~e; i33  ts ~;:lc,w t > ~ .  np id  obs.~les;~-ce sf ;~,z;":ttticg si:n;~gics. Tt!? cro>:;th 
)nomy of 1955 to  1970 has k e n  .supers&& by a volatile economy that prcduces new 
3tegic surprises almost monthiy. Competitors I ~unch  new products, customers switch their 
;iness,, d!str/bbtorC lose their eff~rtivenes;, advetising costs skyccket, governrnect 
lulations are announced, and consumer groups attack. These chznges represent both 
~ortunit ies and problems and may demand periodic rexientations of the Company's 
.ritetin? ocsrz:ions. 

?y ccm~a;i.s fczl that :heir marketing operations n e d  regular reviebvs and o'ierhauls, b ! ~ t  
pot know h o ' ~  to p r cced .  Some companies simply make many small changes that are 

~ i l ~ m i c a l l y  acr; p!i t icsl ly fezsible, but fail to get to the heart cf the matter. True, t k  
npany d?ve!op an annual marketing plan, 'stit rnanagexent nr~rmally .does nct take a deep 
3 os;?c;ive icok ar. !he n:arkftinq :;:atqiss, policies, ciganizations, and cp~lat ior is  On 5 

julai ~ ~ s I s .  ,'At t?,e o:ilzr extreme, companies instail agg:.essive new top niarketin:? 
!nag?qient booing to shake down the marketing cobwebs. !n between there must be more 
!erly ?.lays to reorient marke t i~g  operation: to chanceC en\iironrnents an3 opportunities. 

:ter t h e  Marketing Audit 

le hears more talk today a b u t  the markering a ~ d i t  ;; being the answer to e\!aluating 
xketing pnctice just as the public accounting audit is the t m l  for evaluating company 
counting practice. This might lead one to conclude that the marketing audit is a new idea and 
;o a very distinct methodology. Neither of these conclusions is true. 



ie marketlnq dud11 ;IS < ~ n  idea dates back to tl~c: c:<~rly If)5Os. Rudolpll Dallrrleyer, a lorrr~er 
,ecutive in Sooz All(:r~ Ham~lton, remembers cor~tJric.llrl~j marketing audits as early as 1352. 
)bert 1. Lavidge, ~,r(:~iOent of Elrick and Lavidgt!, rJatr:<, 111s firm's performance of rnarkct~r~r~ 
~difs to over two d ~ a d e s  ago. I n  1959, the Anierican F4dnagement As:;ociation published an 
.cellent set o f  papers on the marketing audit under the tltlf. Analyzing arid Improvirg 

arketing Performarice, R e p r t  NO. 32, 1959. During lhc: !360s, the marketing aud~t received 
~reasing mention in the lists of marketing services of mandyement consulting firms. I t  v/as not 
itil the turbulent 19708, however, t iat  it began to penetrate management awareness. 

; for whether the marketing audlt h3s reach& a high deyref of m?thodological sophisticat~on, 
e answer is-generally no. lhihere; s i ~ o  cer t i kd  p l ~ b i i ~  accountants will handle an audit 
signment using.approximately the same methodology, b i o  marketing auditors are likely to 
ing different conceptions of the auditing pruzss to  their task. However, a grov~irig consensus 
1 the major characteristics of a marketing audit is emerging, and we can expect considerable 
ogress to u c u r  in the next few years. 

, its fullest form and concept, a marketing audit has four basic characteristics. The first and 
ost i m p p a n t  is that it is b r m d  rather than Jarrow in focus. The term "rnarketing audit" 
lould be reselved for a horizontal (or camp-mensirfej audit covering the company's marketing 
~vironment, objective<, strategies, organization, and systems. I n  contrast, s vstical (or in- 
?pth) auo7toccurs when Fianaqerr,ent 3ecide.c to take a apep lock intc s m e  k ? ~  mrke t i cg  
pr?iqn; :l,;iI j s  ~ 1 " s ~ s . c  p!~!?::<r;.~.gt. - ..I ..'?<',:?I ? l i r : ' i :  s i i c ~ ~ L  ;r:;c.::/ b.2 ;;:I25 5, i$r 
!iciiori : ~ b t  is being zliCii?J, s.~:h as a ;zl;sfcircz oudit, ail advertising aud~t, or a pricing 
~ d i t .  

;xond charzc~eristic fez!;:? cf a rn;irxc:ir,~ zudit is i i P t  it is ~0ilf~Ct-3'; by SDITFJCJ'~? ',*,hO is 
' d e p c & ~ d o f  ths op?rat;;n ;kat is ceing evz iuatd Tnere is some ioos? tal:c abcu! sef-zudits, 
 re aan?cPr; foiidw a :h%iiii;: of ;:~e;;!ox ~ o I c ? T - I ~ ~ ~  ; i ? ~ l i ;  CVi? o,wr? t j r~ r ,~  t.c n;::e _c?l:e 
ey are touching all in5 bases.' Most exper6 viould agree, however, that the self-zudit, whil? 
is always a UKFUI G2p, dces not constitute a bona fide audit because it lacks objectivity and 
dependeace. ind?per,dencc c z r  k dcb~hieved in P.vr, v:ays. The audit couid be ari i75;d? 2ti07t 

mductfd by a person or grnup ;,;side the company but outside the o p e ~ t i o n  being evaluated. 
i it  cguld b;i an outzide 2uditconaucted by a management c~nsu i~ ing  firm or praC$ioner. The 
iird charscteristic c; E varketinq audit is that it is systeinctic. ic.<larketing buditors who decide 
1 intervie!*/ people inside and outside the firm at random, asking questions as :hey CCCUi, is a 
(isceral" auditor viithout a rnethcd. This does not mean that they viiil nct cone np :vith very 
;eful findings and recommendations; they n a y  be very insightful. However, the ?E?cti\/eness 
' the narketil,g audit iviil normally incress;. to the extent that it incorporates zn orderly 
tqwnce of diacnostic s;eps, such as there are in the conduct of a public accounting audit. 

5nal cnzracx-iscic that is less in:iinsic to a mrket ing audit but nevertheless desirable is thai 
be conducted psricaicaliy. Typically, tvaluations of company marketing effort5 are 

)rnmissior;ed when M~?S ha\/e tuned  dovin si.z:ply, ~ l e s f o r c e  morale has fallen, or other 
oblems have occurred a t  the company. The fact is, however, that companies are thrown into 
crisis partly because they have fai!& to revie::, their assumptions and to change them during 
md t:mes. A r;,arket~r:o a d : t  cond~lcted when things are going lvdell can o;?en help make a 
;od situation even k t t e r  and also indicate changes needed to prevent things from turning 
)ui. The atxve ideis on a marketing audit can be brought tcqether into a single definition: 

marketing audit is a co/nprFheris?i/e, systematic, independent and periodic examination of a 
. . 

)mPany's - -  or business unit', - -  marketing environment, objectives, strategies, arid activities 



I )  a vleiv to rleterrr~tr~~riy problem areas and opprturlltlc:c, and recomiilend~ng a plan of actlori 
Improve the comp;jriy'\ marketing ~r formance.  

l a t  Is t he  Marketing Audit Process? \-' 

w is a marketing audit performed'. Marketing auditing follows the simple three-step 
,iedure shown in Figure 1. 

ltting the Objectives and Scope < 

3 First step calls for a meting between the company officer(8) and a potential auditor.to 
3lore the nature of the marketing operations an3 the potential value of a marketing audit. I f  
? company officers are convinced of the potential benefits of a marketing audit, they and the 
ditor have to work out an agreement on the objectives, coverage, depth, data sources, report 
mat, and time period for the audit. 

nsider the following actual case. A plumbing and heating supplies wholesaler with three 
mches invited a marketing consultant to prepare an audit of its overa!l marketing policies and 
nrations. Fou~r mojor objectives -were set for the audit. 

Determi~e how the m?rket views the compny and its compeiitors. 
Qcc~:cinentj 2 sricing :xli?/. 
C ~ E . J P : , : [ ~  i! p;~dgct C / ~ : . ~ : ; C I ~  sy:;em. 

D ~ t ~ r r r i w  I~o?': to irn?rcve the i 3 : e ~  2Ctivit). if i  tern15 or !.),a ~e'[~ioyr,i?n: sf  
I ~ s f ~ i c e ,  the Icve! 2nd ap? a i  c0mpenst/3n, thc? me3surernerit ~f p?rfor.m2nre, acd the 
d i t i o ~  2: ~z\;i' .vie5 repcs?nr?t?ie;. 

:tkter.nclrz, t11e aufJit w3ulJ i5vZ; ;ne rrlaricecny o~xrat.ions of the ccnpany as 3 whole and 
2 operations of each of the three branches, with particular attention tct'one of the branches. 
e audit would focus on the narketing operations but also would include a rev ie j~ of the 
rchdsing ar,d inventor{ sysrerns, since they iri:imate!y affect ~narketing performance. 

e company ~vould furnish the auditor witn published and private data on the industry. I n  
dition, the auditor viould , the ,auditor wouM contact suppliers of manuf~ctured plumbing 
pplies for additional market data and'contact wholesalers outside the company's market area 
gain fu~ther information on wholesale plumbing and heating operations. The auditor would 
ervier~ a!l'the key corporate and branch management, sales and purchasing personnel, and 
)uld ride with several of those salespeople on their calls. Finally, the auditor would interview a 
vple of the major plumbing and heating contractor customers in the market areas of the bvo 
gest branches. I t  via8 decided !hat the r e p r t  format would consist of a draft report cf 
clusions and recommendat:sns to be reviewed by the president and vice president of 
~rketing, and then delivered to the executbe committee, which included the three branch 
Inagers. Finally, i t was decided that the audit findings would be ready to present within six to 
;ht weeks. 

il-hering the D a b  

e bulk of an auditor's time is spent in gathering data. Although wo talk of a single auditor, an 
diting team is usualty involved when the project is lzrge. A detailed plan as to who is to k 
erviewed by whom, the questions t3 be asked, the time and place of contact, 2nd so on, has 
be carefully prepared so t h ~ t  ai~diting time and cost are kept to a minimum. Daily reports of 



? interviews are to lx: written up and reviewed so thnl the individual or team can spot r~ev i  
?as requiring exp1or;jtion while data is still being gathf:rr:fl. 

e cardinal rule in dam collection is not to rely solely .for data and opinion on those k i n g  
dited. Customers often turn cut  to be the key group to interview. Many companies do not 
3lly understand h o ~ ~  their customers see them and their competitors; nor do they fully 
derstand customer needs. This is vividly demonsfrated in Figure 2, which shows the r e s u b  of 
king end users, company salespeople, anfl 'company marketing personnel for their views of 
e importance of different fzctors affecting 1 he user's selection of a manufacturer. According to  
e figure, customers l m k  firs: and foiem?st at the qualib of technical s u p p r t  services, 
llovied by prompt del~ver{, Followed by quick response to customer neEs. Company 
.Iespe~ple thir,k that CGnpny isputation, hcweiier, is the most imwrtant factor in customer 
torce, follow& by qu;;k resbonse to customer n&s and technical support seivices. Those 
;lo plan marketing strategy have a different opinion. They see price and product quality as the 
10 major factors in buyer choice, followed by quick response to customer needs. Clearly, there 
a lack of consonance k b v e n  what buyers say they want, what company salespeople are 

lspnding to, and vihat compny  marketing planners are emphasizing. One of the major 
mtributicns of marketing auditors is to expose these dixrepancies and susgest ways to  
iprove marketing co~sen5us. 

-he mar!i~tir,g audito: i.iiil kc? 6e.ie!cpin3 t~ r~ ta t i v c  conr:uzicns os  the data i0,:2~ in. I t  is 3 

o l ~ v d  >i?~'?ljr? for him ?r her :; ~ P W C  once or ?,wice v!i;h the company cfficer b?bre the l a t a  
oll&tion ends to  ~ t i i n e  some initial tindings to  s?e vihat re~c t io r~s  a id  sl;c~escinrs ihcy 
iroduce. 

'ihen ths data-~z;h?rir,g phass is over, '[he m;liketing, auditor prepares notes ~ C I -  a visual ano 
.,ereal ~rGsentai ion to  ths ccnpany oficer or snail group who hirzd him cr her. The 
~resentztion corislC6 cF resiz:i-~ :he o b j x t i v ~ ,  shov:ing the main findirigs, and p ~ e x n t i n g  the 
najor recornn?nda:ions. Then the auditor is ready to write the final report, which is largely a 
natter of putting the visual and verbal material into a g o d  written communication. The 
zornpny oRcer(s) will usually ask the auditor to present the report to other gioups in the 
Iompany. If tbe repoi i ~ l l s  for d?ep debate and action, the various groups hearing the report 
j h ~ u l d  organizs into subcommittees to do fol!ow up work, with another meeting :o take place 
some :veeks later. T m o s t  vzlmbl? pzrt of the marketing audit often lies not so much in the 
auditor's s p ~ i 5 c  iZc<~mendat ions but in the piccess that managers begin to GO through to  
assimilate, &bat?, and develop their own concept zf the needed marketing action. 

Market ing Aud i t  Procedures for a n  Inside dud i t  

Ccmpanies that conduct internal marketing audits shovi interesting variations from the 
procedures just outlined. International Telephone and Te leg~ph ,  for example, has a history o f  
form~ng c o r p m t s  teams and wcding them into weak divisions to do a complete business audit, 
:vith a hea.q emphasis on marketing. Some teams stay on the job, often taking over 
management cf the division. 

General Electric's corporate consulting division offers help to various divisions on their 
marketing probli.ms. One ot i:s sewices is a marketicil audit in the sense ~f a broad, 



ridependent, systerrli~tic. 10ok at  the marketing ~)iclrlr(: 111 ;t division. tiowever, tl~r corporate 
:onsulting division c;c:l.s fr:w requhts for a marketing aiirlrl i s  Such. Most of the reqi~ests are for 
specific marketing st1~0ic:s or problem-solving assistaricc. 

3M uses a ven/ interesting and unusual internal marketing plan audit procedure. A marketing 
)Ian audit office with a small staff is located a t  corporate headquarters. The main purpose o f  
:he 3M marketing plari audit is to help the divisional marketing manager improve the marketing 

Aanning function, as well as come up with better strateqies and tactics. A divisional marketing 
nanager phones the marketing ?Ian audit office and invites an audit.'Tnere is an agreement 
:hat only the dij~ision manager will see the results and it is up to him or her whether to allow 
rijder distribution. . 

The audit en te r s  on 2 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 
:earn of six company marketing executives invited by the marketing plan audit office. A new 
:earn is formed for each new audit. An effort is made t o  seek out those persons ~vithin'3M (but 
l o t  in the audit& division) who can bring the best experience to bear on the particular plans 
~roblems and opportunities. A team typically consists of a marketing manager from another 
jivision, a national ;ales Inanager, a marketing executive with a technical background, a few 
Xhers close to  the type of problems found in 'the audited plan, and anothe~. person who is 
'.otnlly ;1nfariiIi3r ~ i ; k  tke nzrket, th? pl.o.jvct, cr the major rn-keting tccli?iqlle; k i n g  used i r l  
%: p13r1. :his ~ r x ~ ,  L C U & ~ ! ; J  t.~i:?,; SCLI? ;XF~IC~I:: br;r lS c!iii-.;.s foic;?t to rij:~?; ~ ) r  3sF.s 
questionc others do not ask b l j a e  "everyone probably knows abol~t: tnat anyway." 

h e  six aud i tc r~  ;.re.silp~:ied Mi; a stiminav of the rnarke;ing 1naliag21's pian about. teii da;ls 
hetcre a meetinr; is Seb tc r?v;ew ;he plzq. $17 thcaudit d a l ,  tke six auditcrs, the head cf the 
;udt 3fice, ar?d the divisional n~arketing manzqer oatker a t  830 A.M. The marketing manaser 
;i~zkcs & s:i-,laar ;r=rltat,;o;i cJe;criSir,g .ci.iision.5 cor17~c:itive sittiaticn, :;it: !c;ng-run 
strategy, and the planned tactics. The auditors proceed to  ask hord questions and debate 
:emin points with the marke t i~g  manager and each other. Before the meeting ends that day, 
:he zuditcrs crc edcii asked to fill sut a mark.eti~~y plar. e\iaIua:ion for~r, rsnsisting o: quescio~s 
chat are 2ccomp~nied by n u m e r i ~ i  rating scales and space for comments. 

Thes? evaluations are analyzed an3 summarlzd aaitr the meeting. Then the head of t k  audii: 
3ffice arranges a mezting with ,the divisional marketing manager and presents the highlights of 
;he auditcrs' findincs and recommendations. I: is then up to che markeang manager to take the 
next steps. 

Components of t h e  Market ing Audit  

4 major principle in maricering audits is to start with tt.? marketplace first and explore the 
zhanges that are tzking place and what they irnpty in the way c f  problems and opportunities. 
Then the auditor moves on to examine the company's marketing objmives and strategies, 
lrganizatibn, and systems. Finally the auditor may move to examine one or tw I( functions '8 2 " ~ r n e  :hat are centra1,to the marketing performance of that company in mor$$$j$ii+ 
:ompans&%for. less than the full range of auditing steps in order o - o t a  1nlt1a results 
x f o r e  comm!,~b~ng further work. The ccmpany, rr3y ask for a marketing environmen~ audit 
3nd, if sati&ed, then ask for a marketing strategy audit. Or it might ask for a marketing 
Jrganization audrt first, and later ask for a marketing environment audit. 

i'ie view a full marketing aud~t  as having six major components; each cJn be sernl-autonomOUS 
- .  . 1 .  _'_..b 
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wgnostic 9querlc.c ;I((: d~scussed below. Tlie ril,Jjor questions cor inec t~ j  ~ I L I I  , t/rc:w: 
ornponents are g;jll)i:rf:O in the Apper>tlix. 

4arket;rlg Environment Audit 

y m rk tin9 environrnent, we mean bsth the niacro-erivifori~~entsurrour~ding the industry i~n(J 
i e B & i o n m e n r  in which the organization intimately operates. The macro-environment 
onsists cf the large-xale forces and factors infltlenciny the company's future, over which the 
ompany has very little control. These forces are normally divided into economicdemographic 
 tors, t&hnological factors, political-legal factors, and social-cultum factors. The rnarketiny 
uditor's Ssk is to assess the key trends and their implications for cor ipany marketing action. 
iowever, if the company has a good long-range forecasting departnen~, 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 dealers, 
~ppliers, and market~ng facilitators. The marketing auditor can make a contribution by going 
ut into the field and Interviewing various parties to assess their current thinking and attitudes 
na brinqinq them to the attention cf management. 

he ~ ~ : i t . t 1 ~ g  a2ai;oi  en )lrcc?eds ts ;c~>sizei \%b~cc,lCi ;II~. rc;;i.pa,~y's 1r.,?ritti:!3 siracajy 15 

jell ps tured in the light of the opportunitie: and i;roblerns facing the company. The starring 
C : . 8  ,,.,L C ,cr ',.ie ~2r:cetinc ::ii.tec_j\; dl;?;: i: ~ ( 7 ,  ~ c i a i e  r,oals 2 r d  ~tj&ii.es, :o l l c#~2 t v  r ,ar l \et i~a 

ibj&iL~s.  The acditoi nlay find the objzii.ies to be po r l y  t-tated, or w ! I  stzced Ctit 
-.a?;rrc,:riite civzn the c2m;any's roscurczs and cppo3unitie;. For exzrnpI~., ? ckelniral 
ompany ha6 set a sales growth obyxtlve for a particulzr product line at 1.5 percent. iiowever, 
-12 c9kl rr:or/;et s\ !~. i ied LO g:~w~i-,, 2nd co.n@tition V J ? ~  Fi2rcc. Fcre i r e  aliditcr ques;io;l& 
he basic sales growth objective for that product line. he  proposed that the product line be 
?consider& for a maintenznce or harvest objective at best and that the company look f3r 
ro\,rth eIs2where. 

.ven when e grc!vbk: obj&ive is w3rr3ntedr the auditor will wani. to considtir whether 
:.?nqeirtent has chosen the best strategy to echievc :hat growth. 

Varket-ing Crganizt jon Audit 

, cornplete marketing audi! viould bave to cover the question of the effectiveness of the 
-1arketing and sa!es crcanization, as well as ti;,? quaiity cf interaction bebeen maiketing 2nd 
fher key management functions such as manukcturi~g, finance, purchasing, arrd research and 
c~~ loornent .  c ,  

h e ~ ~ q  !@in ba~; 
\t critical times, a company's marketing organization must be revised. to achieve greater - Ffectiveness within the Cbmpany and in the -marketplace. Companies w s p r o d u c t  
lanagement systems will want to consider introducing them; companies with these systems 
nay want to consider dropping them, or trying product teams instead. Companies may want to 
aef ine the role of a prcduct mmager from being 3 promotional manager (concerned primarily 
iith vollime) to a business manager (conierned primarily with profit). There is the issue of 
dhether decision-making responsibility should k moved up from the brand to the product level. 
'here is the.perennial question of how to make the organi:~?tiori more market-responsive, 
lciudinq the possibllitv of reijlac~ng prcduct di'isions with market-center& diuisions. Finally, 



ales oroan~zatioris ollf:ri do nct fully understand rr~srkci~rirj. l n  the words of one vice pres~tler~t 
) f  marketjng: "i i  takr.-,  bout five years for us to trsir~ sal(:s mahagers to think marketrng" 

1 Yarketing Systems A udit 

i Full marketing audrr. then examines the various systerns being used to gather information, 
)Ian, and control the marketing operation. The issue is !rot che company's marketing strategy or 
)rganization per se but rather the procedures used in some or all of the,folloiving systems: 
zles forecasting, sales goal and quob setting, marketing planning, marketing control, 
nventory control, order processing, physical distribution, new products development, and 
j:cduct ;xninc. 

Gie markering audit rnay reveal that marketing is being carried on without adequate systems of 
;ianning, implementation, and control. An audit of a consumer products division of a large . 
zompany revealed that decisions about which products to carry and which to eliminate were 
~ a d e  by the head of the division on the basis of his intuitive feeling, with little information or 
:natysis to guide the decisions. The auditor recommended the introduction of a new product- 
xreening system for new products and an improved Mles control sysbm for existing products. 
l e  also observed that the division prepared budg~ts but did not carry out formal marketing 
?tanning 2nd condccted hardly any research into the market. He recommended that the division 
2st;blish a forrilal marketing planning system as soon as ?ossible. 

- .  
v.- ;, 

M d r k e r ; ? ~ ~  Fr?d~.ci j* l ; t). Ai.li;(.:r 

. , - i i ' l l  ~ a i ; . : ? :  ?jti;; ?;<0 ~ ~ C ~ : J \ I F ;  35 ?fi~,- t  t~ ?rorn8rle key acC31~~,t;ng Ckh cc ??iernil;ie 
,::here thz conQzily ;; m3hirlg I& iea! ~ r o f i r ;  sna what, if any, nlailcetin~ costs could ce 
.rirnm&. Dwi;ior SCiafices Corzcration, h r  ?::ample, starts its m;lrk?tin< audit by lc?ki?g a t  
the accountinq figure: oh ~3 les  Z T , ~  assrxiated costs of sal?s. Using marketing cost arcounting 
;r~,ic;?ies, T ~ c k s  tto :ncaSl~re t h ~  n16rgin?l pro~ic co~l- r ibut ;o~ c; difereni r ~ r c d u e ~ ,  2rld-~s?r 
-qments, marketing channels, and ~ l e s  territoriesG2 

L'!e n icht  argue that the firm's own coniruller or dccocifitaiit shouid do the ;ob cf provioing 
management \viih the results of marketing cost analysis. A hdn'dful of firms have created the 
sosition G; ; la:l<~tiq controllers, who report. to financial cont;ollcrs and spend their t ine  
!coking o[ the picdi~c'iivity and validity of various marketing casts. LVhere an organization is 
doing a c,& job of marketing cost analysis, it does not need a marketing auditcr to study t?,? 
=me. B L ~  mGSi companies do cot do careful marketing cost an2;ySiS. Here marketing auditors 
a n  pay their viay by simpiy exposing c e b i n  txonomic and cost re13tions that indicate waste cr 
Ccficeal un~xr; loi td rnarketing opportuniti?s. 

Zer'o-kse3 bud~eting is another tcol for inves;igating and improving marketing prcdudivit\j ' i n  
ncrmal b -d~e ! ! n~ ,  top management allots to each business Unit a percentage incr~ase (or 
decrea=) of wnar it got last time. The question of whether that basic budget l e v ~ l  still makes 
Pnse is not raised. The manager of an operation should be asked what would basica!ly be 
needed if the operation were started from scratch and what it would cost. What would be 
needed next, and what would it cost? I n  this way, a budget reflecting the true needs of the 
operation is built from the ground up. LVhen this technique was applied to a technical sales 
grcgp within a large industrial goods company, it k a m e  clear that the company had three or 
fcur extra technical ~ lespeop le  on its payroll. The manager admitted to the redundancy but 
argued that if a business upturn came, these people would be needed to tap the potential. I n  
the meantime, they were carried on thy payro!l for two years in the expectation of a business 
upturn. 



arketing Function Audit 

e work done to tt lk point might begin to highligt~t. r.i:rli~iri key marketing funct~ons that arc 
rforming pcoriy. '[he auditor might spot, for example, salesforce problems that go very deep. 
it might become clvar that advertising budgets are prr:pared in an arbitrary fashion and such 

ings as advertisirlg themes, media, and timing are riol, evaluated for their effectiveness. I n  
ese and other cases, the issue becomes one of notifying management of the desirability of 
le or more marketing function audit<. / 

I l ich Companies Can Benefit Most  from a Marketing Audi t?  

i companies can benefit from a competent audit of their marketing operations. However, a 
arketing s l~d i t  is likely to yield the highest payoff in the following companies and jituations. 

' Production-oriented and Technical-oriented Companies. Many manukcturing companies 
we their s 3 i t  in a love sffair with a certain prduct .  Ne!v p rodu r t  are added thai: appeal to 
e techniczl interests of mdnagement, usually with insufficient attention paid to their market 
jtential. The fwling in these companies is that marketing is paid to sell what the company 
xides to  make. ARer some failures with its "better mousetra~/s," management starts getting 
terested in shifting to a market orientation.. Eut tbis calls for more than a simple declaration 
i top manacEiment to study and se-ve the custcmer's needs. I t  calls for a great nilmtbe: o f  
.g?n;za;ional 2 ~ d  ztt i t l~dirai  chsagec tP?t ~ v s t  k ifitrodl!c3-i :arefu!iy 3r1d con.:incing:y. Ar: 
.13i:or :?,i p ~ r f o r ! ~ l  ar: :r,lri2rt;'it ?tl?iiCc ic r~0gni i . i r .g  t3J l  a c~ir,pb.lv's p r ~ u l d n  I;;.: ir, 1% 
-cdl~ction orientation, and in guiaing management tgward a market orientation. 

P U,n?\, ~v ta 
;- Trgubled Di\~~sions. >lu;tidivis;on ccinpanies usually have? sorn? ~ r o ~ b l e d  div~sions. Top 

!zr?;..gernent n n v  d-.cid? tr? 1 1 s ~  an ~~, l i ;or  to sssess ti;e zitcatior, in a t r x b l d  j ivisim r3tt-t; 
Ian rely s o i ~ l y  on thy division rnar.agmen~'r interpretation of the problem. 
7 ,  lii2i:-f;;io;ming Divici~nz. !Yul:i2ivis:on conipa;ii~s migh: hCari! 311 S ~ I C  or tii+ir t3p 

~ I I $  divisions t o  make sure that they are reaching V.?ir highest potential and are not on the 
?rge of  a sudden reverdl. Such an audit .may also yield insights into how to improve 
iarketing in c t k r  divis~on;. 

4 Young Companies. Marketing audits of emerging small companies or young divicioris of 
~rg?compzrli?s can help to lay down a solid ~ a r k e t i n g  approach z t  2 time wlien management 
ices a grezi d ~ r e  of markr:  inexc5rience. (-1 ~ ~ ~ i ~ ~ ~ i n  

?donpicfit Organizations. Administrators c: colleges, rnuseuns, hospitals, sccal agencies, 
nd ch~rches  sre beginning to think in marketing terms, and the marketing audit can serve a 
seful educztional as well as diagnostic purpose. 

i h ? t  Are t h e  Problems and Pitfal ls of Market ing Audits? 

lhile the forqoing has stressed the ps i t ive aspects of marketing audits and thar utility in a 
ariety of situations, I[ is important to note some of the problems and pitfalls of the marketing 
udit process. Problems can occur in the objective-setting step, the data collection step, or the 
?port presenhtion step. 

;etting Objectives 

iihcn the marketing aodit is being designed by the auditor and the compny  office; who 
ommissiorid the audit, several problems will be encountered. For one thing, the objectives :et 
3r the audit are based upon the company officer's and auditor's best a pricri notions of what 

. . 
c hey j i l , i ; ; , i ~ ~ i ~  i j r t j 25  c ! I ~ .  i/o.::(:vt)r, rw3,v prcoirril areas may ernerg? Gnce the auditor begins 



to learrl more ai)o~ll ill(! compariy. r l ~ e  orig~iiai u:l of ot),iectives should not coristraln t h ~ :  
ai~ditor fror~l shiltir!cj Ill(: priorities of ~rlvestigatiorl. 

Similarly, i t may be ni2cessar-y for the auditor to use tllfferent sources of information than 
envisioned at the start of the audl;. I n  sorne cases thi; may be because some information 
sources that had been col~rlted on W a m e  unavailable. I r l  one marketing audit, the auditor ha0 
planned tospeak to a sample of customers for the company's electro-mechanical &vices, 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 a t  the start of the audit. For 
example, t h ~  auditor far an air brake system manufacturer found as a valuable source of 
market inteliii3ence a long-es;abiished manufacturers' representative firm tbat approached the 
'company after the audit had b q u n .  

Another consideration at the objectrvz-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. Al~dits 
30 much more smoothly when the executive who calls in the auditor either brings the affected 
management into the deslgn skge, or at least has a general intrcductory meeting where the 
auditor explains procedures and answers questions from the people in the affected business. 

Data Co!lection 

D-spit? r ? ? ~ ~ r ? n c e s  by the a ~ d i l o r  ;lnd rb,? ~ 3 ~ m i s r - i 3 ~ i n q  CXXIJ~~'!FI :her? .h.iii Gi:l LC 53:rie 

fi12na?€rS ir, ytIe ?i?&e'j bi~s~r,?zs w!,o feel !h:?;?rn& ~y [he i ~ d i t ~ i .  Tr,s ?u<iiCr rhust excKC 
this, and realize chat an individual's fe3rs and biases may color inRrview staternem. 

i:d;n the snszt of tP8e 3u01r, I ~ C  ~ u d i t o r  r r ~ . ~ q  gub-ant2 ma aaiaintkin cor,hC?ntiziib/ ooi tach 
ir!dividu;.l's ccr;~n?rlts. i n  n a i i j  audits, personnzl in the ;cml;a?:l v;ill see th: ?u?it .?: d \:ehir.!: 
for ucloading thzir negative feelings about the rcmpan;.or cther lndi\*idl~als. The a~lditor can 
lean a lct kern tne* rcmmenis, but !nu;[ p;ot&t:he inr1iviC~sl; whc nake t ~ ~ n l .  -the a d i t o r  
must question interviewees in a highly professional manner to build their confidence in the 
prxess, or el= they will not be entireiy honest. 

Anotner area of concern during the information coiiection step is the degree to which che 
cmpany executive who brouoht in the azditor i.:ill try to gcide the eudit. I t  will be necessary 
i'or this ofiicer and the auditor to strike a balance in which the executive provides so~ne 
direction, but not tco much. While overcontrol is the more likely excess of the executive, it is 
a im possible to undercontrol. When the auditor and the company executive do not have ope11 
and frquent commsnication 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 co,nrnissioning ex~.:utive to communicate 
frequently d u r i n ~  the budit. 

Report Presentatfor; 

One of tne biggest problems in marketing auditing is that the executive.who brings in the 
auditor, or the people ;n the business being audited, may have higher expectations about what 
the audit viill'do for the company than the actua.1 report sems to offer. I n  only the most 
extreme circumstances ~ v i i l  the auditor deve!op s~irprising panaceas or propose startling new 
opportunities for. the company. More likely, the main value of the report will be that i t  places 
priorities on ideas and dirxtions for the company, mafiy of which have already k n  considered 
by so:ne people within the audited organization. I n  most successfu! audits, recommendations 
skillfully combine the auditor's general and technical marketing background (e.g., designs of 
Mies representatives ~OrnWllSitiorl systerris, the ability to irieasure the size srxl wtenriai of 



markets) with sorne opportunistic ideas that peuplc I r l  ! . / i f :  audited.orgarlizatiorl have aireddy 
considered, but whose valile they cannot assess. Ho3ffever, i t  is 'only in the con~parly's 
implementation of rcwrnrnendations that the payoff will uJrne. 

/ 

Another probiem at the conclusion of the audit stems from the Qct that most audits result in 
organizational changes. Organizational changes are a common outcome because the acdit 
usually identifies nevr tasks to  be accomplished, and new tasks demand people to do them. One 
thing the auditor and the sponsoring executive must reccqnize! however, is that organizational 
promotions and demotions are exclusively the executives decision. I t  is the executive who has 
to live with the chanyes once the auditor is gone, not the auditor. Therefore, the executive 
should not t?e Iuikd into thinking that organizational moives are any easi?r b e c a w  the audltor 
may have'recommended them. 

The final problem, and this is one facing the auditor, is that important p?rts of an audit may k 
implemented incorrectly or not implemented at all by the executive who commissioned the 
audit. Nonimplernentatbn of key parts o f  the audit undermines the effectiveness of the whole 
audit. 

The markeSn9 audit is one important approacn to evaluating the rnarketing performance of a 
gr,:~~???). 3r ar,e r,:'i:s ~~Is!P,E.s< uni&. P:.?rk~t in~ acdits are d iGi l !g '~~s ' id  from ot.k;?r ir?rketir!g 
~ e r c 1 ~ 5  in w n 3  cofi,ore.'~tns;v~, i:ioepefia2nr, . r y ; & i ~ a ~ c  ,>fidp~irkic. A A L I I ~  (nsl ~e~ir ig auclit 
ewers the company's (or aivision's) external environment, objectives, strateqies, organization, 
s v s t ? ~ i ~ ;  >r,> :l;n:'o~l:. If the juoi; cc,i.ers oni:, spe f t i ? ; : ; n~ :  sl:zii ?ij 3 iec  ;Ii;.nag?!r!?r,r c r  

. . 
zdveii isin~, ,I :' t'&~ 3fccri ixd as 3 markr ing function au3i: rai.her tiian a marketing a ~ d i t .  1; 
tbe o~eri':e ij :o 5olve :2rrc?rlt oro>!em, SIJC~I  2s ~r . t?r inq a varket, %tti~;g a price. 9; 

deve!opir~g a p d i h ~ e ,  then it is not an a d i c  at all. 

3 e  markt ing audit is carried out in three steps: developinq an agreement as to objectives and 
scow; coiixt inq the data; and presenting the report. T i e  audit e n  be p r fc rmed by a 
co inp ten t  oitsiue consultant or by a c c m p n y  ~l?di t l r ,y okice at headqucrters. 

Tne pxsib!? findings of an audit i l i c i ~de  dstecting unc!ear or in?pp:opriate marketing 
ob;&ives, appropiiate strotfoies, inappropriate level; c i  marketing expendiiures, n & d  
improvements in organization, and nee@! improvements in systems r rnarketing information, 
plani~ing, arid contiol. Tab!? I shows the most common marketing audit findings. Companies 
thzt ?re most likely to benefit ia a marketing audit include prcduction-oriented companies, 
companies viith trouble2 or highly vulnerabie divisions, young companies, zr;d nonprofit 
or~anizztion:. 

Many companies today ,re finding that their remises for rnarketing strategy are growing 
obso!ete in the k c ?  of a rapidly changing environment. This IS happening to company giants 
such as Gerieral klotors and Sears as vrell as to smaller firms a t  have not provided a mechanism 
for recycling their inarketing strategy. The marketing audit is not the full answer to  marketing 
s:mtqy recycling, but it d w s  offer one major mechanism for pursuing this desirable and 
fiecessarf ssk .  

Appendix: Components of a Marketing Audi t  

t~farketing Fnvironmenr Audit  



What does !.he company expect in ill(: wily of inflatiorl, material shortdr~c:s, 
~nemployr-[lent, and crrdit availability in the short ruri, intr:rmediate run,:and long run? 

What effect will forecasted trends in the size, di>tribu!ion, and regional distributiori of  
mpulation have on the business? 

qzcro-Envi ronment :  Technology 

What major changes are occurring in product technology?. I n  process technology? 

12,'hat are the major generic jubstitutes ihat miyht replace this product? 

Macro-Environment:  Poli t ical- legal 

What laws are k i n g  proposed that may affect marketing strategy and tactics? 
What federal, state, and local agency actions should be watched? What is happening in 

:lie areas pollution control, equal employment oppo.tunity, product safety, advertising, price 
:ontioI, etc., that is re!evant to marketing planiling? 

i4acro Environment:  Social-Cultural 

What attitudes is tne public t a k i n ~  toward buciriess and toward produdis such 2s those 
prcd!;ced t y  the cc~;ri,cavy? 

Lf!r,a; chang?s &re 0~ i~ : r i i ; i g  it: ;22sum2: ~iie;~;I?s a r k  vs!u:; ,'tl?'C ;;svr: d b?ari lq or. 
the compny's miget markets a i d  marketing mthods? 

W i ~ a t  is h a p p n i r ~ ~  to  rrarket size, grovjtk, gecqr3phiral distribuej~n, arid proz';~? 
'1Vh6t are the mzjor r11ari;et ~giil:nts? '.V;iat are their $xbared n;es or grc,,\!n? \P'h;cn 

are high opportunity and low opportunity q m e n t s ?  

How do ccrrent customers and p r c s ~ x t s  rate the iompany 2nd its competitors, 
prticularly with rsspect to  reputation, pro.juct q ~ j l i t y ,  service, salesforce, and price? 

flow do different classes of customers make their buying decisions? 
What are the evolving needs and ~ t i s ~ c t i o n s  k i n g  sought by the buyers in this 

market? 

Compet i tor  : 

Who are the major competitors? ;'/ha[ ar? the objectives and strotegy of each major 
comoetitor? 

What are their strengths acd weaknesses? VJhc7t are the sizes and trends in market 
shares? 

LYhat tiends can be foreseen in future conpt i t ion and substitutes for this product? 

Dis t r ibut ion and  Dealers 

What are the main t!':de channe!s bringing produck to customers? 
Wha; are the efficiency levels and g ro~~ i th  ptentials of the different trade channels? 



Suppliers 

Wha;  is thc o ~ ~ l l o o k  for the ava~lab~lity of d~fferent kc? resources used in prduct ion? 
WPdt trends are occurring among Sl~ppli?rS in their pattern of selling? 

Facilitators 

What is the outlook for the cost and availabiiiP/ of lransportation services? 
What is the o~:lcok for the cost and availabil~ty of v~arehousing kcilities' 
What is the out100k for the cost and availab~l~P/ of hnancial resources? 
Hc,:, effect;,iel\/ 15 the ad\ieflrs~ng acerlcy pr-rfornlng? ~ h 2 t  trends are ~ c ~ ~ r r i f i q  In 

?dve:~t~s~nc tcjenc-1 ser,.ilces7 

i'iarketing Strategy Audit 

Marketing Objectives 

Are the cormrate objectives cieariy's:ated, and do they lead logicaliy to the market~ng 
cbjectives? 

Are the marketing objectives stat& in a clear form to guide marketing planning and 
subseq~~ent perfcrrnance measurement? 

P.rz t+r: ;r?:icetinq c t , j x t i \ ~ f ~  s?f;oprialc, qiv?!~ !he .:cml;any's ccrr,p?:itivp (~z ; t i on ,  
i.:jc)l,r;?S, jriG OC;OI~ 'J?~~~ES? 15 :;)e 3L1)1'0!Jr1d;2 S ? T Z : ~ ~ S ~ C  lU>;fXr:ve t3 b~ lh j ,  Pd!i;, harr 'e~t,  Qr 
terminate this business? 

\illhat is ttle core rnar~eting strategy for achieving the ot j~ct ives '  Is it a c u n d  
rn;iketinc; sr::eg/?. 

Are enough rescurces (or tco many resourc~s) budgets! to accompiish the marketing 
objectives? 

Are tne iilarketing rtscdrces dlloca;ed spt~r~lai iy to prime naritet sgments, teriitor~t;, 
and prcducts of the oroanization? 

Are 113 narke!ing resobrces z l ! ~ z t e d  cptimally to 3 2  major e!ements of th: market i r i~  
;;:a, i.?., picccc c;liziiP/, ierj lce, sa!egorce, ?d?iefiiSiflg, ?rcmot!on, and distribcticn? 

idarketjng Organjzaticn Audit 

Forrnal Structure  

Is there a high-level marketifig c3cer with adquate  authority and re8pcr;;ibility ove i  
tho52 ccrnpny sctivities that a H x t  ;he cusccner's =;isf%bicn? 

Are the marketing responsibilities optimally siructur?d along functimal, prcduct, end- 
user, and territorial lines? 

Functional Efficiency 

Are there gocd communicstian and iiorking re!ations Cebeen marketing and sales? 

Is the prcil.'ct mamQeT,ent system :./orking etiectively; Are the product manager: able 
to plan profits of only SJI?S VOluriie? 

Are there any  groups in marketing :hat n& more training, notb~ation, sumr~ision, or 
evaIuttlon7 



In ter face Eff iciency 

Are there arly problems between marketing and rrlar~lifacturlng that need attentron? 
'Nhat about market~n? and R&D? 
What about marketing and financial management' 
What about marketing and purchasing? 

Marketing Systems Audit- 

Marke t ing  I n f o r m a t i o n  System 

i s  the rndrceting intelligence system producing accurate, sufficient, and timely 
information a b u t  developments in the marketpiace? 

Is marketing research being adequately used by cornpany decision makers? 

rdar l tet ing Plailning Sys tem 

Is the marketing planning ?stem well conceived 2nd effective? 
Is sales forecasting ar;d market potential measl~rement soundly czrried out? 

Are sales qcotas set c r ~  a proper basis? 

>.re fh3 i c r t t r@i  p:l:<d,i:?5 (.no~lft~iy, r,ubitcriy, ?LC.] au"+c;~.;ti7 to ertzu;c t:,a; i;i? a;ti.~bzi 

plarr objehies a1.e being ?ch~e\,&? 
1s ~ i o ~ i s i ~ r l  tnade t3 perit~3icaIIy analy'e the p:o5tabiIity cf different F rcdb~G,  ~naiiceL, 

terftories, and  c5annels cf d is t r !b~~t io~ i?  
is provision mad? to perioclicaily examine acd validace various mdrketinq COSLL? 

New Produc t  Ceve!oprnent System 

. 1s the company weii organized to gather, generate, a ~ d  screen new produrt'ideas? 
Dces the company do adequate concept research and business analysi; before investing 

hesv~iy in a new idea? 
D m  the.company carry out adequate product and market testing before launching a 

nevi ~ r o d u d i ?  

Parketing Prcductivity Audit 

Profitability Analysis 

What is the profitab~lity of the company's drfferent products, sewed markets, territor~es, 
and channels of drstributlon? 

Should the company enter, expand, contract, or withdraw from any busrness segments, 
a r d  i.!i.a: viould k the short 3 , 1 d  low-run profit ccnsquences? 

Cost-Effectiveness Analysis . . 

D3 any marketing 3Ctivi::es se-21-17 to have excessive costs? Are these costs valid? G n  
cci;-r~tl : ;c~no steos ix :sken' 



I Marketing Flmction Audi ts  

Products 

What are the o r d u c t  line objectives? Are these objectives sound? Is  the current prcduct 
ine meeting these objectives? 

4 Are there particular products that shou!d be p h a s d  out? 
Are there new products that are worth adding? 
Are any products able to benefit from quality, feature, or style improvements? 

Price 

CVhat are the pricing objectives, policies, strategies, 2nd procedures? To what extent are 
?:ices set on s0ur.d cost, demdnd, and cornpet!tive criteria.) 

. Do the customers see the company's prices as k i n g  in line or out of line with the 
;erceived value of its offer? . Does the company use price promotior,s effectively? ' 

. +./hat 219 t kc aistri>u?ig~) o~~F_c;~L.?s r3r:d stra;~-~i?s? . is ;>?re adequate msrkec covcrcg? 2nd ser:ice? . Silould the company ccnsider chancinp its d q e e  0: reliance on distriburors, :ale: r e p .  
?r,<< dire<: :?:\!:-,?: 

Szlssf>rce 

. W : ~ z t  a;? titi. crganizati~n's sajesfor;? ob;e,"crfesi 

: I s  the 9Iesforcz !arge ernugh to  accotnp!ish the c3rnoany's objectives? . Is  the xlesforce clryanized along the proper principle(s) of specia!ization (territory, 
:market, prcdcG? . [ ? e s  th;- sa!esForce show high mar?!?, abilih,  rid effari? Are they suKci??tl>; train& 
.?ad mct ivatd? . .  . Are the p i~ fdLJ i28  adequate for setting quotas and evaluating ijerformance? 

. i-:c:.i is the corn[mny's sa!esforce perceived in re!ation to corcpetitors' saler.orces? 

Advertising, ?remotion, 2 n d  Puhlicjry 

What a r t  ! le oigan~zation's advertising ob j~ t l ves?  Aie they sound' . Is [he r~gh t  amount being spent on advertising' Hovd IS the budget determined? 

Are the ad themes and copy effect~ve? What do customers and the public think 

3bout the adveriis:ng? 

Are the adver'iising media vie!\  chosen? 
, .  I s  sales pramotion used effectively' 

Is there a v:eii-conceivml publicity prrqrarn? 



t rospec t i ve  Commentary  

VIEWING THIS ARTICLE with the benefit of hindsight --  and having ccnducted innumerable 
lrketing audits since i t  was written -- we find ttiat mo;t of its content is as relevant today as 
)en we :vrote it tvielve years ago. Consulting firms, business school facility, and corporations 
3t conduct marketing audits continue to probe a business's marketing environment, marketing 
jectives and stratcsies, marketing organization, market~ng systems, and marketing functions. 
d the audits bjpically conclude with a list of diagnostic findings and reccmrnendations. 

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

7ce 1977, U.S. firms, i3 dramatically incre3sing rlumbers, have hdd to deferd themselves 
:3insr f:r?i~~i coniyet;tsis Mar,y hzve 3isd s o ~ c h t  'lo ~ n e t : z t h ~ ? E s l i o r  r;larite;s. T!ic 
lrcFe;il.; 3;lj .I;.psr.ese r8ave con;?Ct?J Tsre effea;ve:y tt16n U.S. ;irr;is ,a in:er~:ati~nal 
arkets, but even their marketing task5 are now becoming more csmp:ex - an ocen European 
!mir.o~? h i a r i . . ~ ;  ! c ? r i T  i;l lC.S.2, -or - c - ~ ? ~ , p l ? ,  ai?:! I;-'p>n ~ O C P C  icc~t?asir,g!). Str7.19 ro -p ; i~ i? t~  
)rn sther &Grl coontries. The g13531 ccrrfiiation, ~ q n e d  by shareho!hers f r c n  n a y  countr;es 
12 with m?rketir;, r , :3r r~ lkr t~ l r in~,  arid rcszarcn arms ~prc-cd to ail coxler: OF tk,? florid, is 
)w emerji;lg 2s 2 successor t o  the mu!tinatior~ai corr;ontion of the 3 9605 ?nd 197%. 

!rtainly those performing's marketing audit must now more than ever raise questions about 
e compzny's international opportunities a ~ d  strategies. The audit must address a wider 
ariety ot g i o b i  marketing issu?~, includirig marketing standard~zation versus custumizaticn,' 

versus hiqii trcnsfer prices, and alternative forms of market entry. 

cbal issces b e m e  imp r tan t  in one recent marketingaudit for a Eurcpean leisure produe6 
jmpn\{, fcr exampie. The auditors recommended that the company's U.S. subsidiary needed 
.ver transfer prices if it was going to gain U.S. market share against a competitor that 
,ntroiled 70 percent of the U.S. market. These and other international issues viere not salient 
:he time vie wrote th? original piece. 

nce 1977 t3e impr tance of computer hardware and softw3re, teleccmmunications 
iuipment, and other technolcgies for moving and manipulating information in the business 
3rld has grown explosively, producing the concept o f  "information technology" and such new 
-ganizational functions as the "chief information officer" Information technology has in some 
dustries radicalby chanaed the nature of product distrib'ition (e.g., Federal Express's COSI*lOS 
[stem for on-line customer sewice and delivery system logistics management), 
~mmuniat ions (electronic information systems), and ;elling (computer-based data entry and 
?iling aids u& in the insurance industr/\. I n  many service industries it has changed the 

, I 

?tare of the ~rociucts themselves; most of tcuay's new  financial services products, for 
s:an:e, viould nct exist i: it i.Jijre not for the techno!qy expi6sion of the bst dec~de.  



r orig~nal ser:t~oi~ frlarket~ng systems did d ~ x u s i  t t i c :  :ystems useti to gather inforn~at~on, 
n rnarketlng activill(:s, and control results -- iilcitiii~il(j 9 l e s  forecasting, sales goal settlng, 
rketing planning i i r i t l  control, and ~nventory control. Vit~l le we gave a comprehensive l ~s t  of 
! activities needing examination in a systems audit of that era, we could not anticipate hovi 
iically information t ~ h n 0 l C a y  l ~ o u l d  change the VPP/ nature of Competition in an industry. 
reasingly advanctvl inforna~ion technoiqy can pro./lde a company, ,vith a substantial 
rpetitive advantage, and it bellcaves the aud~tor to evaluate the company's existing 
~rmat ion tecnnolcgy and ooportuni;~es. 

rnmunicst ions/ Promot ion - 'echnolo 

the 1977 ar?~cle; aud~ting :Re c~mmunications/ promot~on activities of a company consisted 
~ e l y  of examininn the effectueness of the salesforce and of advertising. LW~ile these remain 
: largest components of the iypical company's promotion thrust, they are losing some ie!ative 
;: effectiveness. "New meaia" are developing rapidly, and i t  is important for companies to 
nsider whetner they are making sufficient use of them. The marketing audit should examine 
3 company's actual or pot?nrial use of direct mad, telemarketing, direct and party selling, 
~ t s  and culturai events rzarketing, and public relations in general. New communications 
:hnologies -- .qideorecorders: v i dd i sks ,  fax machines -- provide pr3mising new niedia 
pofiunities to those manacers 3lerr enough to recqnize them. 

nile tn? markzting audit's rnethodclq~cal tramework nas not changed a great deal i~ bvelve 
srs k i : ~ i i ? e s i - ~ ? ~ i  s t rn tq~,_ :':nni~? klzc p r T r t i s d  cons!de:?l)ly. i : )  the m1d-137ds s;r>;nqic 
311;1inq .ifas ju>t being ?doo:d cn a w ~ c k  basis, an@ it siten p~'cdu:d ov-.rsi,nq!ifid j ~ a l y s c z  
;cmc!ex msrketinc a?d cxccet;i\~- environments. V/idc_ use of cnnccpts su;? a; iqduztry 

ructur?, generic s:rategies, and v a l ~ ! ~  chains L , I ~ S  still on the horizon.' 

~siness unit managers today have new anawical togis. Marketing managers blend strategic 
3nning concepts with the marketing audit approach. When the marketing audit examines the 
m ~ t i t i v e  cnviro,iment, for illstance, straregic p lsn~ing concept; ian cldrify r es~ l ' s .  i n  on? 
~dit, management of b COnCi~~t ion  producb company did not initially appreciate that its 
1m3ry ccmpetitive bartleCe!d; >:;ere distribuKan and new picduct c;~vebpmer,t, not cos;. The 
z:!<eting acdi:ors made t i -se issces crlGal c!-.ar by documenting the similariQ of 
anukcturing costs aniong competitors and highlighting the l im i t d  economies of scale 
/aiIab!e in manukcturing. 

Y.*J CCUIC v:e not cite the <;?isonzl cunputer as a siQnificant nevi de\ie!opment in the 
a:ketrng kudit? Prcduct lir,e proF,tatility, ci;stomer proftability, and distributor profitability 
:iv can be essiiy constructd by a hv?iP;-h.40-year-o!d analyst working with any of the 
~ailabie spreadsheet progems, provided an experienced auditor guides t h t  effort. The 
:rsonal computer, with a mcdem, aiso makes access to industry d ~ t a  much more simple, 
lat being near a ~ v e l l - G ~ ! < e d  library is of less imprtance than it was twelve years ago. 
~nipulating company data becomes extremely easy, as data files can be transferred onto 
?ppy disks to be analyzed by the auditor i t  his or her desk. 

i the marketing audit for a gas utility, the al~ditors :wk a database cf all the commercial and 
Idustrial cl~stomers the ['.tilib had classified into 100 SIC cdes,  and regrouped them into ten 
usters ~ 4 1 t h  similar gas usage patterns. What had teen an unsegmented market with 100 cells 



ckly becarne a rrl2lrkt.t with just ten segments ,('vtrt.ti ,Sales volunies for each sqmcnt.)  
ough sirnp!e dab) rrloiiipulation on the prsonal  cornpl~t.r:r. 

ang ing  Env i ronments  

r original article pointed out the types o f  cornpanis that could benefit most frorn a 
rketing auai; - production or technically oriented companies, troubled divisions, high- 
-forming divisions, young companies, and nonprofit organizations. We have seen e:tamples of  
:h type of organization undertake an audit. Yet in recent years what has stood out  is the 
mber o f  divisions or companies performing an audit  use of an impending or realized 
jnge in their competitive environment. A major cause has been the deregulation trend in the 
ited States, which has caused particular upset to company marketing strategies in financial 
vices, tel&ommunications, and transportation. We have seen marketing audlts undemken 
a brokerage company, an insurance company, a gas utility, and the coin telephone unit o f  a 
ijor telephone operating company; in each case, the audit was stimulated by the nced for 
Inagers to figure oxt  how! to  compete within the looser regulatory structure in their industry. 
ner major environmental changes prompting the need for a fresh marketing audit are 
jmatic shifts in technolcgies, cost structures, consumer tastes, economic conditions, or  
iitical and legal conditions. 

~ t a l  Company  Marke t ing  

i 1;7Cs, C C I C ~ S ~ , ; ? ~ ;  V ~ S T E  ycSe  ro ':Seri:;F/ rn~r::~-ii i i iq as 5 s?t of f i n ~ i i o n ?  :hat 'ricre 
noted by a specf,c de$artrnent, vihile other departmen% carried out their awn objectives. 3ut 
Ca.;ia P-cAarc cf / ~ P ? ' I I ~ R - P ? c ! ' ~ ~  nc[&, "hia;ke[ing i; Ccr  XI i r?~oTt~n!  is !??:.~i :O t?: 

2r'cz:ing departr,?,.~nt." VJ? a;e increasir~cly rezs~nizinq that succeslrf~i c o r i ~ p ~ r ~ i e s  o r~an ize  
mselves to ?rr;dure high ! e ; ~ l s  r,f cuzta~rilet t;zti+sicn, and th;s m z n s  ;hot ell e~p l9 '1ecs  
d departmefits most think and act i.i the interests of cucomers. Instead of enqagirlg in the 
i c ~ ! i t i n ~  ;Fiat 6;piCa1!)/ UCL!~: zm3fig ~ " ~ p a a y  12?3Ki~.?11tS, 3;; depart;hents musr Dt 2uit:tecj 
the same gcal or producing customer satisfaction a t  a profit. Therefore, marketing audits 

ed to be expzndd  to include an appraisal of org8niiationriide attitucles toward customer 
rticipation srd rcspcncibilir;. 

iplementing the chznges a marketing audit suggest6 has -al:vays been difficult, and 
plernentation is Gill the ::ey issue. Our experience cver the past Prielve years has taught us a 
,v ways to bring about the n e c e s ~ r y  changes. At :he moment the audit is complete, for 
;tance, the auditors usually have the most comprehensive, kct-based vision of where the 
inpany needs to go 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. I f  the auditois walk away at this point, ; combinztion o f  n e g l ~ t  and outright s a k b g e  
n undermine the "agreed-upon" strategy. Two or three months later the marketing s t r a tqy  
at  k s t ,  on!y partially implemented. 

10 apprmches help er~sure effective implementation. The first is developing ownership of the 
:dit 'process and its results among key managers by a c t ~ e l y  involving them t h r o u ~ h o l ~ t  the 
dit.  Ownership is enhanced jvihen the 3~lgitors and senior management develop one or more 
3rketing audit ivorkshops in which the underlying information can be presented a r d  digested 
itil i t  is fully understood. Also, only by mainbining independence, and not appearing to  have 
.en coopted by management, will the auditors' results be.respected down through the 
ganizalion. Accomplishing this reqsires experience and finesse on the part of the auditors. 



:tive implemer l~~l ion also calls for a thorouqtl l~rlderstanding of the org;ln~z~tlorl;ll 
cations the marketing recomniendations have for Ihe firm. I n  a recent elfort for a 
.sified financial W P J ~ C ~ S  firm, for example, auditGrs rmommended improving the quality r ~ f  
ceting prcgram support to  the lines of business, and the auditors included specific 
nizational recommendations designed to create separate marketing si~pport groups 
;rising a mix of marketing professionals and talented bl~siness-line staff. 

title o f  our original articie, The Marketing Audit Cornes [ f  Age," may have been a littl? 
nature. Each decade brings about changes and nevi ernpiases, and consequently some 
ures b f  the marketing audit continue to require revisicn or ?spansion. Our point, hoivever, 
holds: the marketing zudit  is now a fairly standard t w l  that can be objectively app l i d  to 
uate whether a company's total marketing posture anti resources are best p s i t i m e d  tc  
1 advantage of its evolving opportunities. This is the good news. The bad ne>;is is that far 
few companies u% this tool. They prefer to think that the annual marketing-planning 

:ess will bring into existence the data and the objectivrty required to identify strategy, 
cture, and systems that viill propel the company successfully into the future. As more 
lagers k o m e  aware of ;he difference bebveen conducting a strategic marketing audit and 
laring a normal marketing plan, more of them, we kl ieve, will recognize tl\e substantial 
tributions tc  m a r k e t i ~ g  effectiveness that can resuit from tae implementation of a s t ra tq ic  
kp:;prj 2cdit. 
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