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ABSTRACT 

Businesses with a strong market orientation have a commitment to understanding 

customers and competitors and working as a team in building value-added customer 

solutions. These market-focused businesses with distinctly different behaviours, 

systems and measurements go beyond traditional internal performance metrics. 

Businesses with a strong market orientation achieve higher levels of customer 

retention and have to be profitable (Best, 2004). 

This study aimed to explore, describe and test both the financial (internal) and market 

based ( external) forms of company performance on a selected company case to 

emphasise on the importance of marketing orientation and its contribution to 

competitiveness. 

The study included literature search on marketing oriented thinking. Recommended 

steps were used in measuring the performance of the case study, Dell Computer 

Corporation. The performance measured was both internal and external which were 

explained as the financial and the marketing based performances of the company. 

The conclusions reached were that companies should use both internal and external 

performance measurements in order to have an exact, detailed information on the 

company and the industry producing a more clear information on company's true 

performance. 

Keywords: financial based performance; market-based performance; marketing 

orientation; performance metrics; net marketing contribution. 
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SECTION 1 

THE COMPASS 

1.1 Introduction 

This section introduces the subject of the study, the problem statement, literature 

review, methodology and the brief contents of the remaining sections of the study 

report. 

1.2 Problem Situation 

A market-based business engages in three important distinguishing practices. 

• It tracks market-based measures of performance. 

• It measures marketing profits by product, market, or both. 

• It organises around markets rather than products. 

Without an external set of market-based performance metrics, a business will never 

know its market performance (Best, 2004). An important step in becoming a market 

based business is the development of a key set of external market-based measures of 

performance. 

To develop and implement marketing strategies that are going to increase customer 

satisfaction and grow profits, a business needs to be able to measure the profitability 

of a marketing decision. This means understanding the revenues that result from 



serving a target market of customers and all the costs associated with serving that 

market (Best, 2004). 

A common problem often arises here in most accounting systems the need to allocate 

overhead costs. This has the potential to distort profitability and can lead to decisions 

that actually reduce profitability. To grow profits, a business needs to grow net 

marketing contribution. Allocating overhead costs will distort net marketing 

contribution. If accountants persist in allocating cost, simply ask that the cost to be 

allocated after the net marketing contribution have been computed so that market 

level profitability can be clearly observed. 

With market-based management, the focus is on customer. How much revenue does 

the customer produce? What are the costs acquiring customers? What are the costs of 

serving those customers after they have been acquired? What is the net marketing 

contribution per customer in different segments of the market? Measures of marketing 

profitability and marketing productivity helps us evaluate the profit impact of 

spending efficiency of a marketing strategy. 

Business with a strong market orientation has a commitment to understanding 

customers and competitors and working as a team in building value-added customer 

solutions. These market-focused businesses with distinctly different behaviours, 

systems and measurements go beyond traditional internal performance metrics. 

Businesses with a strong market orientation achieve higher levels of customer 

retention and have to be profitable (Best, 2004 ). 
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Managers need to measure the true performance of their companies in order to be able 

to formulate sound, competing strategies for survival and growth. 

It is argued that (Best, 2004), financial (internal) measures performance, although 

currently used by a majority of companies are not sufficient to formulate competitive 

strategies. 

A few, or more complete form of situational performance analysis comprising both 

financial (internal) and marketing performances (external) is increasing being used 

and supported by leading academics such as Kotler (2004). 

1.3 Purpose and Project Questions 

This study aimed to explore, describe and test both the financial (internal) and market 

based ( external) forms of company performance on selected company case to 

emphasise on the importance of marketing and its contribution to competitiveness. In 

fulfilling its purpose, this study tried to answer the following questions throughout its 

desk and field investigations. 

• What is wrong with the traditional financial performance measures? 

• What are they short on? 

• What do they measure? 

• What will be result if the external analysis is missing? 

3 



Traditional financial performance measures are excellent measures of internal 

financial performance, but they do not provide an external and market based view of 

performance. 

If the external analysis is rmssmg then organisation will never know its market 

performance, and also these external analysis are an important step in becoming a 

market-based business. 

In this situation the financial analysis is not enough to measure the performance and 

there are some other areas that the manger believes that needs to be improved in order 

to measure the performance more accurately. As a result both financial (internal) 

analysis and market-based (external) analysis should be carried out together in order 

to measure the performance of the organisation more effectively. 

1.4 Brief Literature Review 

1.4.1 Market Based Performance 

Sales revenue, net profits, return on sales, assets as a percentage of sales, and return 

on assets are all excellent measures of internal financial performance. These 

measures however do not provide external and market based view of performance. 

The external benchmarks are market growth, competitive prices, relative product and 

service quality and satisfying and retaining customers (Best, 2004). 

Best (2004 ), indicates that the difference in performance is due largely to a lack of 

market -based performance metrics and an over reliance on traditional financial 
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easures as a guide to strategic thinking and performance evaluation. 

Gale (1992) argued that, to complement a business's internal financial performance a 

Business needs a parallel set of external metrics to track the market-based 

performance. 

The foundation of market based management is a strong commitment to market based 

performance metrics, market level profitability, and the management of marketing 

expenses to achieve a high level of productivity. Businesses that are market-based are 

able to create a business culture in which managers possess strong individual market 

orientations and work across functions to achieve marketing excellence (Best, 2004). 

1.4.2 Market-Based Performance Metrics 

Market-based performance metrics are the external measures of market based 

performance. According to Kaplan and Norton ( 1991 ), in order to be successful, a 

business needs both internal and external performance metrics. Internal measures are 

critical for tracking unit costs, expenses, assets utilisation, employee and capital 

productivity, and overall measures of profitability. Market-based performance 

metrics is equally important in providing an external view of the businesses 

market based performance. 
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Table 1.1 Internal and External Measures of Performance. 

INTERNAL PERFORMANCE EXTERNAL PERFORMANCE 
METRICS METRICS 
Unit Cost Market Share 
Manufacturing Overhead Relative Share 
Marketing Expenses Customer Satisfaction 

· R&D Expense Market Coverage 
i Sales/ Employee Product Awareness 
1 Days Accounts Receivable Relative Quantity 
Return on Sales Relative Price 
Asset Turnover Customer Preferences 
ROI and ROE Relative New Product Sales 
Inventory Turnover Response Time to Problems 

Source: "Market Based Management", 2nd edition, chp 2, pp 30. 

1.4.2.1 In-Process and End-Result Performance Metrics 

The primary purpose of market metrics is to maintain an ongoing measure of market 

performance. However, not all market metrics are leading indicators of business 

performance (Best, 2004). There is in-process market metrics and end-result market 

metrics (Crossman, 1994). 

Product awareness, intention to purchase, product trial, and customer satisfaction, and 

dissatisfaction, along with customer perceptions ofrelative product quality, service 

quality, and customer value all serve as in-process metrics (Best, 2004). 

End-result market metrics include market share, customer retention, revenue per 

customer. End result metrics is likely to occur at the end of a financial period 

(Best, 2004 ). 
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1.4.3 Marketing Profitability 

Market based performance metrics are essential to understanding external 

performance, it is important that a business managed to grow and to protect profits 

and shareholders value (Best, 2004). 

To develop and implement marketing strategies that are going to increase customer 

satisfaction and grow profits, an organisation needs to be able to measure the 

profitability of a marketing decision (Best, 2004). This means understanding the 

revenues that result from serving a target market customers associated with serving 

that market. To grow profits an organisation needs to grow net marketing 

contribution (Best, 2004). 

A full literature review is discussed in section 2, page 9. 

1.5 Methodology 

The methodology and the design of the study are discussed and presented in detail in 

section 3, page 27. 

1.6 Sections of the Study 

Section 2: In section 2 the literature review of the market-based performance had 

been conducted. 
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Section 3: Section 3 is the methodology section, and in this section all the steps 

involved in evaluating the internal and external analysis had been explained in detail. 

Section 4: This section is contextual factors section and it provides a detailed 

information related with the Dell Computer Corporation's historical background, its 

current position in the market, its competitors, employees, management philosophy, 

and its financials. 

Section 5: this section is the finding section and all the needed calculations related 

with the Dell Computer Corporation had been carried out. These calculations had 

been done in two different perspective and they are explained in detail. 

Section 6: This section is conclusions and recommendations section and this 

section includes the conclusions that had came out from the findings and the 

recommendation for the future study is mentioned in this section. 

1.7 Conclusion 

This section has introduced the subject of the study, the problem statement, and 

briefed on the contents of the following sections. 
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SECTION 2 LITERATURE REVIEW 

2.1 Introduction 

This section discusses the literature on the measurements of both financial and 

marketing performance of companies. It introduces both performance measures. 

2.2 Market-Based Performance 

2.2.1 Market versus Financial Performance 

Sales revenues, net profits, return on sales, assets as a percentage of sales, and return 

on assets are all excellent measures of internal performance. These measures, 

however, do not provide an external or market based view of performance. The 

external benchmarks are market growth, competitive prices, relative product and 

service quality and satisfying and retaining customers (Best, 2004). 

To complement a business's internal financial performance a business needs a parallel 

set of external metrics to track market-based performance (Gale, 1992). Although 

these measures may not have the additive elegance of financial accounting, 

individually and collectively they provide a different and more strategic view of 

business performance (Best, 2004). 

Best (2004), indicates that decline in quality, along with decline in relative new 

product sales, made it more difficult to hold customers as customer satisfaction 

declined and percentage of dissatisfied customers grew. The net results were eroding 

9 



et-based performance high levels of customer turnover, and a steady decline in 

et share . 

•• .2.2 Market - Based Performance 

The market-based management has the potential to dramatically improve profits. The 

foundation of market-based performance is built around a commitment to market 

performance metrics, marketing profitability and a strong market orientation (Best, 

2004). 

• Market Performance Metrics: External measures of market performance. 

• Marketing Profitability: Profitability measure of a marketing strategy. 

• Market Orientation: Behaviours and systems used to achieve market orientation. 

Market Based Performance Metrics is a powerful complement to conventional 

measures of financial performance. A metric to index Marketing Profitability would 

allow marketing managers to understands, track, and manage the profit impact of a 

marketing strategy (Chan, Hess, Wilcox, and Zhang, 1999). Market orientation 

provides a company-wide infrastructure that is sensitive to customer needs and 

competitors' actions, and committed to working as a team to develop and implement 

market driven strategies. Each of these elements of market-based performance is 

critical in taking a business to a higher level of marketing effectiveness and 

profitability (Best, 2004). 
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2.2.3 Market Based Performance Metrics 

Best (2004), argues that most business systems are set up to track revenues, costs, 

factory overhead, accounts receivable, operating expenses and profits. Yet a 

business's customers are its most important assets and the only significant source of 

positive cash flow. Giving up customers in a period of growth simply means that 

business has to work harder and spend more in order to replace each lost customer. 

2.2.3.1 Internal versus External Performance 

Kaplan and Norton (1992) states that in order to be successful a business needs both 

internal and external performance metrics. 

Internal measures are critical for tracking unit costs, expenses, assets, utilisation, 

employee and capital productivity, and overall measures of profitability. Market 

based performance metrics are equally important for providing an external view of the 

business's market-based performance (Best, 2004). 

Best (2004), argues that the CPA firm have done an excellent job in developing 

procedures for internal measures of a business's performance, the rest frontier for 

either CPA firms or market research firms will be development of standardised 

procedures for external measures of business's market-based performance. With both 

sets of performance metrics, managers as well as financial analysts and shareholders 

will be in a much better position to evaluate a business's marketing effectiveness and 

business performance. 
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Ie 2.1: Internal and External Measures of Performance Metrics 

ITERNALPERFORMANCE 

TRI CS 

EXTERNALPERFORMANCE 

METRICS 

Init Cost Market Share 

Manufacturing overhead Relative Share 

•• Iarketing Expenses Customer Satisfaction 

R&D Expenses Market Coverage 

Sales/Employee Product Awareness 

Inventory Turnover Relative Quality 

Days Accounts Receivable Relative Prices 

Return On Sales Customer Preferences 

Asset Turnover Relative New Product Sales 

ROI and ROE Response Time Problems 

Source: "Market Based Management", 2nd edition, chp 2, pp30. 

2.2.3.2 In-Process and End-Result Performance Metrics 

Cressman ( 1994) states that the primary purpose of market metrics is to maintain an 

ongoing measure of market performance. And, because many market metrics precede 

financial performance, they are critical to strategy implementation and financial 

performance. However, not all market metrics are leading indicators of business 

performance. There are in-process market metrics and end-result market metrics. 

Both are important, because they are also leading indicators of financial performance. 

End-result metrics correspond more closely to financial performance. 
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Best (2004), states that product awareness, intention to purchase, product trial, and 

customer satisfaction and dissatisfaction, along with perceptions of relative product 

quality, service quality and service value, all serve as in-process market metrics. 

Changes in each, positive or negative, generally precede actual changes in customer 

purchase behaviour. As a result, these in-measures of customer thinking and attitude 

are important leading indicators of future purchase behaviour and, hence, of revenue 

and profit performance. Without in-process market metrics, problems may go 

undetected and unresolved until after declines in financial performance. 

End-result market metrics includes market share, customer retention, revenue per 

customer. End-result market metrics is likely to occur at the end of a financial 

performance period. However, each provides a different set of performance 

diagnostics and insight. If end-result performance metrics show that the business is 

losing market share in a growing market, and poor customer retention is masked by 

new customer growth, there should be a cause for concern. Without end-result market 

metrics, the business has only an internal perspective of end result performance (Best, 

2004). 
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