MICHIGAN WDI PUBLISHING

ROSS SCHOOL OF BUSINESS

exercise 1-428-931

April.23, 2010
Author Name

The 4 Bs: An Exercise in Assessing Market Potential

Marketers struggle constantly to determine their return on marketing investment. A plethora of models,
ranging from simplistic to insanely complex, have been developed to capture this relationship. Some of these
models take a “black box” approach, looking only at the input (marketing spend) and the output (revenue,
share, customer lifetime value). While this approach may be useful for assessing historical performance, it
provides no help for ongoing marketing decision-making. Furthermore, the prevalence of this approach and
its focus on financial metrics has shaped our approach to data-collection: we collect increasing quantities
and varieties of financial information, despite the fact that this information has no predictive power. From
a marketing and strategy perspective, financial data tend to be lagging indicators of marketing performance,
symptoms of either a robust or unhealthy strategic approach.

To be effective going forward, marketers need to identify and collect leading indicators, data that
can be leveraged for ongoing decision-making. The Big Picture framework focuses on establishing a set of
causal linkages by identifying the intervening variables between marketing spend and financial gain. These
variables.represent. metrics that we can monitor and, when necessary, react to. The intervening steps are
represented in Figure 1: bodies, beliefs, and behaviors, which then convert to bucks - topline revenues or
other financial metrics.

Figure 1
The 4 Bs

bodies = beliefs - behaviors = bucks
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