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Abstract. The main objective of this paper–to analyze rapport between marketing and finance like sepa-
rate, but interacting each other strongly, company‘s domains and search for the optimal solutions for mar-
keting strategy based on effective risk management to create. The paper is analyzing the mechanism of 
the marketing return on investment (ROI) calculations and explains the practical calculations of experts. 
The theoretical model of the return on marketing investment, according to the marketing strategies of 
marketing mix elements, is proposed. In conclusion the application of mathematical optimization model 
of the investment portfolio, using the technique of utility function, the problem of the optimal allocation 
of marketing investments in marketing complex elements is determined.  
Keywords: marketing finance, marketing mix, return on investment (ROI), utility function, stochastic op-
timization. 

 

1. Introduction 
Marketing accountability continues to be a hot 
topic. The reality is that there is a lot of talk, but not 
an equivalent degree of action (DeLegge 2009). 

McCray (2009) pointed out, that marketing 
isn't just an expense; it's an investment. As an ac-
countant, I often see businesses spending an in-
credible amount of money on marketing with very 
little return. The key is to market smarter and fully 
utilize your marketing budget. 

Without understanding how important the in-
terface between the marketing and finance, it is 
difficult to assess the value of marketing activities, 
which limits us in decisions of the marketing fi-
nance investments (Ward 2004). Because of mar-
keting diversity and difficulty to structurise mar-
keting means, there are no possibilities for straight 
and elementary solutions. That is why this topic 
request practical, reasoned and conceptual solu-
tions. Uncontrolled growth of marketing costs can 
cause irrational use of the funds. 

There is no common strategy for the market-
ing finance. Using ‘‘return on investment’’ (ROI), 
companies today can know with unprecedented 
confidence which programs are paying for them-
selves. It is important to concentrate on how finan-
cial input in marketing can create shareholder 
value and demonstrates how to achieve the re-
quired integration of the finance function with 
marketing for the successful modern business 
(Ward 2004).  

The aim of this study is to find optimal portfo-
lio structure for marketing finance strategy based 
on effective risk management. With the subject of 
the marketing and finance compatibility, aspect the 

measurements of return on investment and using 
the financial decisions evaluation methods, solve 
the risk management problem and from the sets of 
possibilities find the best one that justifies expecta-
tions. 

2. The Concept of Strategy  
Nowadays it is hard to imagine a conversation 
about business without using the word strategy. 
Frequent usage of the word makes believe that its 
meaning is clearly understood. Unfortunately, it is 
not true. There exist plenty of concepts for the no-
tion of strategy (Gudonavičius et al. 2009). 

Strategy can be perceived from different 
points of view. In terms of organization, strategy is 
the entirety of decisions, describing the most im-
portant organizational future goals, also actions 
and means for reaching them (Garavelli et al. 
2004). Strategy, in cybernetics opinion, is any ra-
tional rule determining certain actions in any deci-
sion–making situation. Formally, strategy is the 
function of the information obtained, which takes 
values in all possible set of alternatives at the 
given moment. This rule must include the whole 
decision–making period and all possible situations 
(Rutkauskas et al. 2008). 

Marketing can be defined as a process to ac-
cept and realize the required solutions to satisfy 
and consumption the demands, conducive to seek 
man or organization goals. Marketing is concep-
tion of products, ideas and services, price–fixing, 
promotion and placing, planning and execution 
process on purpose to create trade and reach the 
aims of individuals’ organization (Pranulis et al. 
1999). Marketing is an ongoing process of plan-
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ning and executing of the marketing mix (Product, 
Price, Place, and Promotion) of products, services 
or ideas. According to Kotler (2001) marketing 
mix–this is all actions taken by the company, to 
affect the demand for their product. All these ac-
tions can be divided into four groups, which in 
English mean “Four P”: Product, Price, Place, 
Promotion.  

After reviewing a history of marketing mix and 
taking into account that it is difficult to separate, de-
fine, and group marketing mix, we made a assump-
tion, that in this paper the basic 4P’s will be used. 
The experts’ calculations in this work are done ac-
cording to the practice and they are using the 4P’s. 
That’s why we stay with basic marketing mix.  

Baker (2008) describes a marketing strategy 
as a process that can allow an organization to con-
centrate its limited resources on the greatest oppor-
tunities to increase sales and achieve a sustainable 
competitive advantage.  

Strategy in finances is understood as a plan of 
actions in order to obtain the highest utility. As major 
actions, attracting funds in finances are concerned 
with investments, investment strategies development 
becomes an increasingly important financial problem 
nowadays (Rutkauskas et al. 2008).  

The company’s marketing strategy outlines 
which customers the company will serve and how 
it will create value for these customers. Next, the 
marketer constructs a marketing program that will 
actually deliver the intended value to target cus-
tomers. The marketing program builds customer 
relationships by transforming the marketing strat-
egy into action. It consists of the firm’s marketing 
mix, the set of marketing tools the firm uses to 
implement its marketing strategy (Kotler 2008). 
The last step in creating a sequential marketing 
strategy is selection of functional strategies of 
separate elements of marketing mix. 

It is necessary to conclude that the marketing 
mix – is one of the means for marketing strategy to 
prepare. It is important to note that the marketing 
mix elements are controllable variables. They 
vary, and are supplemented during assessing envi-
ronmental changes and the combination of vari-
ables in an optimal way. Late in this paper a mar-
keting mix strategy will be used.  

3. Marketing ROI 
The concept of return on investment (ROI) is a 
simple one. You look at the results of marketing 
and compare them with the cost. Yet ROI is an 
inflammatory subject for marketers (Shaw, 
Merrick 2004). Return on investment (ROI) is 
simply defined as a ratio of resources (usually fi-

nancial) gained or lost in a proc-
ess/investment/result to the total amount of re-
sources provided. A positive ROI indicates that 
more benefit than cost has been generated by the 
process/investment/result; a negative ROI indi-
cates less benefit was generated than the resource 
provided (White 2007). 

This is the ROI formula in its most basic for-
mat (Lenskold 2003): 

Investment
turnROI Re

=   (1) 

Investment
InvestmentsSoldCostofGoodvenueROI −−

=
)(Re  (2) 

According to Lenskold (2003), removing the 
investment value from the return portion of the 
equation leaves the gross margin, which is driven 
almost entirely by the customer value generated. 
The gross margin should capture the net present 
value of the incremental income flow relative to 
the expected income flow without the investment. 
Financial value can also come from customer re-
ferrals that link back to the original investment and 
from cost savings based on changes in customer 
behaviors. Costs that must be deducted from the 
revenue include the Cost of Goods Sold (CGS), 
promotional discounts and offers tied to the sale, 
and the expenses necessary to support the cus-
tomer. When ROI is measured, often the value of 
the initial sale is captured, but it is also important 
to capture the present value of future activity, 
which may drive decisions that are more profita-
ble. If ROI < 0 %, the investment is not recouped, 
and conversely, when ROI > 0 %, the investment 
earns returns. When ROI gives any value greater 
than or equal to 100 %–a positive value corre-
sponds to capital growth, a negative value corre-
sponds to capital decay, and a value of 0 % corre-
sponds to no change. It is the general definition of 
the ROI threshold and use crude to describe a cut–
off point where investors should say stop. The 
need for better marketing controls and account-
ability is now widely acknowledged, both by mar-
keting and finance.  

The ROI threshold is used to guide marketing 
managers in their decision making for which cam-
paigns and which incremental marketing invest-
ments should be pursued. This is the minimum ROI 
that the corporate executives expect from any mar-
keting investment. It is not the average ROI that 
should be returned from all investment, but clearly a 
cut–off point where marketing programs below the 
threshold are rejected, with the exception of emerg-
ing marketing programs (Lenskold 2003). 



A.V. Rutkauskas, I. Lapinskaitė-Vvohlfahrt 

 164

Fig. 1. The Relationship between Revenue, Gross Margin, and Return (Lenskold 2003)

 
According to the 2005 Marketing ROI and 

Measurement Benchmark Study from consul-
tancy Lenskold Group and MarketingProfs.com, 
only one in five marketers uses marketing ROI, 
net present value, or another profitability measure 
for at least some of their marketing work. More 
than half admit that their ability to measure fi-
nancial returns is ‘‘a long way from where it 
could be’’ (D’Esopo 2007). Marketers now have 
an unprecedented opportunity to demonstrate the 
value of their initiatives. The analytical ROI 
framework helps them make sense of complex 
and seemingly chaotic marketing investment pat-
terns and allows them to quickly reach compel-
ling conclusions about future marketing commit-
ments (Gauging marketing ROI: Critical 
techniques in practice 2007). 

4. The Example of Practical Calculation of ROI 
The expert study will show us the final ROI of the 
Marketing Mix 4Ps, which we will use as a ra-
tional set of marketing tools, to solve, through the 
concept of the adequate investment portfolio, a 
problem of optimal allotment of marketing in-
vestment for the marketing mix elements. 

All the calculations will be done in Litas. 
The product is Huggies Nappies. It is a target 
group: women, 20–45 age, and urban, middle high 
income. The example consists of product strategy. 
The calculation is made for a period of 1 year. 
Analytical period is a period before any campaign.  

Calculation by the Product strategy. The cho-
sen campaign– Huggies Nappies is an ecological 
product with the Swan Label. It is a neutral and 
reliable Nordic Environmental Label. The Huggies 
Nappies got the Swan Label and use eco–labels on 
each packing. The manufacturer modified the 

product ingredients, production process, packag-
ing, to meet all the requirements necessary to ob-
tain the eco Swan approvals and certificates. Total 
replacement and investment cost 4 % of the net 
cost. Standard sales price and campaign sales price 
is the same -0.73 (Table 1). The standard net cost 
of a product is 0, 54. Campaign net profit is calcu-
lated taking into account all investment of cam-
paign: 0.54 + 4 % = 0.56. So we get the invest-
ment cost per unit 0.02.  

Table 1. Founding Net Profit by Product Strategy  

  
Sales 
Price 

Net 
Cost NP/Unit 

Standard Net Profit 0.73 0.54 0.19 
Campaign Net 
Profit 0.73 0.6 0.17 
Investment    0.02   

In this, product strategy case, sales are calcu-
lating for a period of 6 Months in units and Litas 
(Table 2). Therefore, we get volume uplift: 

Volume uplift = sales during campaign – sales 
without campaign; Volume uplift also calculated 
in percents. 

Table 2. Sales During Campaign and the Calculations 
of Uplift Product Strategy  
  

Units in 6 
Months Sales in LTL 

Without Campaign 58.929,75 43018,72 
During Campaign 62.465,54 45599,84 
    
Volume Uplift 3.535,79 2581 
Uplift in % 6,00%  

Investment 

Revenue 

Recovery of 
Investment 

Gross Margin Return Return 

CGS (fully 
loaded) 

 

The marketing in-
vestment is made 

Revenue is generated 
as a result of the mar-

keting 

A portion of the revenue 
pays for cost of goods, 
leaving the gross margin 

Return represents the 
amount remaining as 

corporate  
profits 

Another portion covers 
the original investment 

leaving  
the return 
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Table 3 gives the final ROI result. Revenue is 
the difference of the sales in Litas (uplift in LTL). 
Investment in this case is sales during campaign 
multiply by investment per unit. 

Table 3. Calculation of ROI Product Strategy  
  Values 
Revenue 2581 
Investment  1249 
ROI 2.1 

The idea of this campaign is very popular to-
day. Ecological product is popular and well mar-
ketable.  

After we went through theoretical and practi-
cal ROI calculations, many conclusions should be 
made. The table 4 was made to compare plusses 
and blind–spots of ROI, which were mentioned 
and marked by practicians and pointed in a theory 
(Table 4). 

This problem to solve we can use the proposed 
by A. Rutkauskas and others an investment portfo-
lio optimization analysis of the extension, when the 
return–risk criteria get the additional third–the reli-
ability criteria (Rutkauskas, Martinkutė 2007; Rut-
kauskas 2006; Rutkauskas et al. 2007). Whatever 
the strategies of the business development and this 
development resultant marketing strategies would 
be selected, complex means of operational pricing 
(marketing mix) is still one of the most important 
instrument, with which is possible, on the one part 
to influence changes of strategy, and on the other 
part estimate the costs of those measures to imple-
ment (Rutkauskas et al. 2007). 

As the A. V. Rutkauskas notes, what is more, 
some of these research objects (product, price) are 
simply the objects of business development, or 
even of economic relations, and it may be informa-
tive pursuant to means benefit-cost analysis. In 
this work is used expert analysis. The results will 
be used for quatitative model for the determination 
of the marketing means portfolio. 

However, the results are statistically signifi-
cant; the data base should cover quite a long pe-
riod of time and must be collected detailed data. 
When the data of past situations is not enough, 
frequently is the second method used–the expert 
analysis. It is important to note that even with the 
real data is not always appropriate to rely on them 
alone, because these figures reflect the past, and 
the market is constantly changing, evolving, so the 
past does not always reflect the situation in the 
future. In this work, in the table 5 showed ROI of 
marketing mix elements, based on the expert 
analysis. This choice (expert analysis) was made 

because of lack of limited available data. Market-
ing is one of the major company‘s competing 
means, that‘s why the details of marketing activi-
ties, costs, and the results are not usually declare 
public. The following table summarizes the esti-
mates of 5 marketing experts about marketing mix 
elements ROI. 
Table 4. Plusses and Blind–spots of ROI  
Plusses Blind–spots 
ROI calculations evalu-
ate marketing account-
ability. 

The company must be 
able to determine the 
value of the investment. 

Using ROI in a setting of 
marketing budget brings 
a possibility to notice 
and make some adjust-
ment on the time. 

The company must be 
able to identify the sales 
attributable to the in-
vestment activity; this is 
particularly hard in the 
case of marketing ac-
tivities. 

ROI helps to measure 
and find incremental 
marketing investments. 

Managers must evaluate 
ROI carefully, as it isn’t 
difficult to cover or hide 
some investments. 

Using ROI constantly let 
us evaluate marketing 
activities easier.  

Using ROI calculations 
with marketing mix 
strategies, each com-
pany subdivide various 
types of company ac-
tivities a bit different. 

It is useful to use ROI in 
a formatting process of 
marketing plan. 

Many marketing activi-
ties have unmeasureable 
or not short term im-
pact; therefore ROI cal-
culation is based on 
assumptions. 

ROI threshold clear de-
fine the cut-off line in a 
marketing investments 
return. 

Each company use its 
own ROI formula and 
put ROI threshold by 
itself. 

With ROI marketing 
expenditure is controlled 
more effectively. 

Each company decide 
what and how much to 
show in results of ROI 
calculations 

We can see mistakes and 
make some changes in a 
company’s strategy. 

ROI is a confidential 
information and not 
easy available 

Constant ROI calculation 
allows to build up com-
pany ‘best practices’ and 
history for future initia-
tives 
 

Almost always, the 
marketing activities 
involve also investments 
of other departments; 
therefore it is difficult to 
calculate it. 

ROI calculation allows 
evaluating better invest-
ment options and making 
investment choices. 

Changing economical 
and competitive situa-
tion can make it difficult 
to use historical ROI 
calculations. 
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Table 5. Marketing Mix Elements ROI  
 ROI Risk 
Product 1.35 0.13 
Price 1.51 0.25 
Promotion 1.83 0.48 
Place 1.12 0.39 

Solving the optimization task. marketing mix 
elements are examined as transformers of today's 
costs to the future benefit‘s possibilities spectrum, 
so they are treated as random processes and values 
(Rutkauskas, Martinkutė 2007). In addition, be-
tween the efficiency possibilities of the individual 
marketing mix elements there are complex correla-
tive relationships, determinating the total portfolio 
return possibilities and risk (Rutkauskas, Mar-
tinkutė 2007). Thus, the task of the distribution of 
money in marketing the mix elements is a complex 
stochastic programming problem. This task to 
solve was used simulation technologies, suscepti-
ble to obtain the graphic images of the researched 
processes. Simulation techniques give similar re-
sults as the analytical mathematical models (Rut-
kauskas 2006). The imitation research of the situa-
tion was carried out in MS Excel, using a 
spreadsheet of stochastic optimization. 

Table 6. The Sum of the Analyzed Marketing  
Mix Structures  

w1 w2 w3 w4 
0.00 0.00 0.00 1.00 
0.00 0.00 0.02 0.98 
0.00 0.02 0.02 0.96 
<...>    
0.96 0.02 0.02 0.00 
0.98 0.02 0.00 0.00 
1.00 0.00 0.00 0.00 

We will analyze the case while we use only 
four main marketing means–the 4Ps. Having each 
of four means distribution of the possibilities ef-
fectiveness we have variables w1, w2, w3, and w4. 
Having the distribution of the efficiency probabili-
ties of the each element and using the possibilities 
of imitational modeling, was generated 23.426 
possibilities’ structures of availab marginal re-
courses distribution. The relative structures of the 
portfolio have been concluded consistently chang-
ing the weights of possible elements in 2 percent 
step (Table 6): 

5. The Results of the Task–The Way  
to Optimal Portfolio 
Solving the problem of the stochastic optimization 
of the marketing mix resources, all possible port-
folio structures have been analyzed. Using the 
modern portfolio ideology it is possible to do the 
researches of average and standard deflection 
(risk) of marketing outlay marginal efficiency, and 
using the adequate portfolio ideology (the ade-
quate portfolio of marketing outlay marginal effi-
ciency for stochastic nature) (Markowitz 1952; 
Rutkauskas 2006; Rutkauskas, Stasytytė, 2006) 
there is investigated the set of those possibilities, 
its risk and the reliability of each possibility.  

Effective line reflects only the return–risk 
combinations, where profitability to a certain level 
of risk is the highest. Effective line shows the gen-
eralized status of the possibilities of portfolio re-
turn. The full spectrum of the portfolio opportuni-
ties reflects the distribution of random value 
possibilities. In the Figure 3, quartiles of the dis-
tribution of return opportunities are considered. 
We see effective quartiles lines. 

 
Fig. 2. Effective Line of a Set of Marketing  
Mix Structures 

The following Figure reflect the limits of the 
return reliability of the investment in the market-
ing mix elements by particular risk: when the risk 
level is the lowest (0.108) the expected return of 
confidence interval is the narrowest (1.097–1.654), 
by the highest risk (0.481) the range of reliability 
expands (0.585–3.058). Effective quartiles lines 
shows how varying in risk, vary the expected prof-
itability with a particular constant reliability, for 
example, the probability, that the return will be not 
less as a minimum return for a given risk (mini-
mum effective line in Figure 3), is close to 1. 

Using the methodology the image is transferred 
to a three-dimensional space. We brought an addi-
tional security measure and we get an image of the 
effective zone of the portfolio (Figure 4). 
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Fig. 3. The Marketing Mix Structures’  
Quartiles Effective Line 

 

Fig. 4. The Effective Surface–the Spatial View of Mar-
keting Mix Different Structures (Portfolios) Marginal 
Profitableness Possibilities 

Effective zone reflects the optimal alternative 
possibilities of the investor. Effective zone–is a 
kind of rope of the izoguarantees and survival 
functions. The effective lines shown at the Figure 
3 can be called izoguarantees, because “izo-” – 
reflects homogeneity. Therefore, izoguarantee we 
understand as a line, which connects the effective-
ness indexes of the homogeneous guarantees, 
which are set in an effective-risk zone (Rutkauskas 
2003). Hence, we may conclude, that survival 
function – is a function of return and risk indexes 
(in a Figure 4 vertical lines reflect them).  

Thus, using an imitational modeling possibili-
ty and evaluating presumptive effect to marginal 
costs of marketing mix elements, considering the 
covariation of elements, a set of optimal portfolio 
structures is obtained, which is reflected as an im-
age of effective zone.  

As an image of the effective zone of the port-
folio we got, the question rises: How from the sets 
of possibilities find the best one that justifies ex-
pectations? We will confine us to one of means 
which came from the classical canons of econo-
mic–utility function.Without going deep into deli-
cate assumptions (which we do by choosing utility 
function) we have to state that in our case we have 
to confront three quite different nature characters 
of possibilities–effectiveness, guarantee and risk. 

Next we attempt to illustrate how the utility func-
tion U = u (e, p, and r) can be used for solution to 
select. Suppose we have a specific utility function: 

)(
0

1 r
epa

eaU = ,  (3) 
Where:  

U – utility; 
e – possibilities effectiveness;  
p – reliability; 
r – risk; 
a0, a1 – coefficients. 
In Figure 5 it is shown a picture of solution (in 

aspect of P) in three–dimensional space with a set 
of possibilities from Figure 4. 

 
Fig. 5. A View of the Set of Possibilities and Utility 
Function in Three–dimensional Space 

The touch-point, where the set of possibilities 
and utility surface meet each other, will show us 
the point of maximum utility in the set of possibili-
ties. According to it, the optimal portfolio structure 
will be finding. 

In Fig. 6 we have anatomies of solution: Fig. 
6a, 6b, 6c, show survival and utility functions in 
different risk levels. Axis–X presents expected 
return and axis–y shows reliability. Fig. 6d, 6e, 6f 
show how by decreasing the level of utility the just 
chosen utility function touches the set of possibili-
ties’ survival function.  

The touch-point named S, which coordi-
nates are effectiveness, guarantee and risk. 
Using a particular investor utility function, from 
the given efficient portfolios set is chosen the op-
timal portfolio.  

6. Conclusions 
The management of marketing mix means  
marginal costs stochastic and ROI calculations 
gives an assumption for business development pro-
jection according to  the growth scale, its  riskiness 
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Fig. 6. Anatomies of Solution  

and reliability. The main points presented here 
suggest that the 4Ps framework is thought to be 
most relevant for marketing strategy in this paper. 

When it comes to marketing measurements, 
only return on investment (ROI) provides a com-
plete picture of both incremental profits and in-
vestments. With new ROI techniques at hand, 
marketing leaders can confidently take a portfolio 
approach to their investments. Yet ROI is an in-
flammatory subject for marketers. 

The cases of practical (expert) ROI calcula-
tions shows us, that it is possible, useful and logi-
cal to evaluate risk and profit and gives a presump-
tion to project these calculations in senior 
marketers’ practical way. The analytical ROI 
framework helps to make sense of complex and 
seemingly chaotic marketing investment patterns 
and allows them to quickly reach compelling con-
clusions about future marketing commitments. 

The results reported here, showed that the me-
thod of investment portfolio optimization can be 
applied to solve the problem of the optimal distri-
bution of marketing budget. In this work, to find 
the best solution the technique of utility function is 
used. After finding the touch–point of effective 
zone and the utility function the optimal portfolio 
can be chosen. This gives an assumtion of invest 
optimaly to the marketing mix (4P) structure. The 
imitational technologies give possibilities to solve 
the difficult stochastic programming tasks.  
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