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Abstract Although research and managerial practice have
demonstrated great interest in the role of marketing depart-
ments within firms and have raised repeated concerns that
their influence is in sharp decline, prior research has not
analyzed whether marketing departments are truly losing
ground. To do so, we build on the work of Homburg et al.
(1999), which assessed the influence of the marketing depart-
ment two decades ago. Drawing on structurally equivalent
data, the results demonstrate that the marketing department
has indeed lost significant influence. Additionally, we analyze
which department has benefited from this loss of influence.
Interestingly, it is the sales department that has gained influ-
ence, rather than the finance department, as onemight assume.
We also study the performance consequences of the
intraorganizational distribution of influence among the mar-
keting, sales, R&D, operations, and finance departments. Our
results are alarming because an influential marketing depart-
ment makes the greatest contribution to company
performance.

Keywords Marketing department’s influence . Sales
department’s influence .Marketing function . Firm
performance

Introduction

In recent years, the marketing function has come under
significant pressure in many companies. The widely
accepted maxim of a shareholder value–oriented man-
agement increasingly pressures the marketing depart-
ment to demonstrate its contribution to the financial
performance of the company (e.g., Gupta et al. 2004;
Kumar and Shah 2009; Mizik and Jacobson 2008; Rust
et al. 2004a; b; Tavassoli et al. 2014; Webster et al.
2005). The frequently observed inability of marketers to
communicate their influence on company performance is
viewed as the most important driver reducing marketing
departments’ influence within the firm (Gruca and Rego
2005; Lehmann 2004). The literature states that the
marketing department has been “marginalized” (Sheth
and Sisodia 2005, p. 11) in many organizations and that
it is “perceived as a cost, not an investment” (Verhoef
and Leeflang 2009, p. 14). Consistent with these state-
ments, there is significant anecdotal evidence for a
decreasing influence of the marketing department, sug-
gesting that the marketing department has “experienced
a steady decline” (Engelen and Brettel 2011, p. 88) and
has been “declared impotent or (…) irrelevant” (Schultz
2005, p. 7).

However, there are also developments that may lead
to an increase in the marketing department’s influence
within the firm. One development to note in this context
is the increased focus of many companies on customer
relationship management activities (Day 2004; Payne
and Frow 2005). Indeed, a study by Booz Allen
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Hamilton concludes that the marketing department “is
more important now than ever before” (Hyde et al.
2004, p. 2).

These conflicting observations naturally prompt the
question of what we know empirically about the possi-
bly changing influence of the marketing department
within the firm. Interestingly, to the best of our knowl-
edge, we have no clear empirical indication of a decline
in the marketing department’s influence over time.
Within the field of marketing, there are basically two
studies (Homburg et al. 1999; Verhoef and Leeflang
2009) that have empirically analyzed the influence of
the marketing department within companies. Notably,
the study by Verhoef and Leeflang (2009) indicates
lower levels of influence than the older study by Hom-
burg et al. (1999). However, the samples used by Hom-
burg et al. (1999) and Verhoef and Leeflang (2009) are
not structurally equivalent. In particular, the analyzed
companies show major differences concerning company
size, industry, and country backgrounds. Thus, because
these characteristics are shown to affect the marketing
department’s influence in both studies, a direct compar-
ison of these two studies is highly problematic. Struc-
turally equivalent datasets are necessary to ensure that
an observed change is not merely due to variation in the
composition of the samples but rather that it indicates a
real shift in the marketing department’s influence over
time.

Therefore, in this study, we collect data that are structurally
equivalent (in terms of industry sector, companies’ sales vol-
umes, and companies’ numbers of employees) to the data used
by Homburg et al. (1999). Comparing our results, which were
based on data collected in 2013, to the data that were collected
in 1996 (used by Homburg et al. 1999) shows that the mar-
keting department’s influence has indeed decreased within the
past two decades. Against this background, the first contribu-
tion of our study is a scientifically well-grounded statement
that the marketing department’s influence has changed.

Our study design also allows us to analyze to which de-
partments marketing has lost its influence. Although it has
been frequently stated that finance has increased in influence
in many companies (Lehmann 2004), research remains sur-
prisingly silent on this issue. Interestingly, our study demon-
strates that the sales department has profited most from the
decreasing influence of the marketing department. This find-
ing constitutes the second important contribution of our study.

These findings lead to the question of the perfor-
mance consequences of the intraorganizational distribu-
tion of influence across departments. Previous research
has analyzed the performance outcomes of the market-
ing department’s influence without considering other
departments (Verhoef and Leeflang 2009; Verhoef
et al. 2011). Notably, our results reveal that only the

marketing and the sales departments’ influences signifi-
cantly impact company performance. Moreover, we find
that the marketing department’s influence is the greatest
among all departments. For none of the other depart-
ments (R&D, operations, and finance) do we observe
significant effects. This finding, the third contribution of
our study, indicates that the decreasing influence of
marketing departments is highly problematic for compa-
nies because it will ultimately lead to decreased
performance.

Our study also has important implications for man-
agers. The key implication is that companies should
seek to empower their marketing departments. One
way to increase the influence of the marketing depart-
ment is to staff it with people who are competent in
areas such as strategy and pricing. Both areas are highly
relevant to company performance, and marketing has
lost influence in these areas in the last 15 years.

Design and results of the replication study

Design

The first primary objective of this study is to analyze whether
a shift in the marketing department’s influence has occurred
since the study by Homburg et al. (1999). To do so, we
conducted data collection in 2013 that was designed to repli-
cate the original sample as closely as possible. Specifically, we
focused on the German portion of the original dataset.We then
attempted to achieve the same structure as the original sample
in terms of industry sectors, sales volume, and number of
employees.

We followed Homburg et al. (1999) and measured
the departments’ influences at the level of the strategic
business unit. In particular, we surveyed data across
strategic business units in three industry sectors in Ger-
many: consumer packaged goods, electrical equipment,
and mechanical machinery. We ran a structured random
sampling procedure and selected 1,000 addresses of
executives in companies operating in the predefined
industry sectors from the Deutsche Post AG, a German
supplier of company addresses. We made special efforts
to increase the response rate and ensure the equivalence
of the two samples. First, we contacted respondents
through preliminary phone calls to increase their moti-
vation to participate in this study. Second, we provided
each respondent with a monetary or non-monetary in-
centive. Third, we used a multiple-wave approach to
administer questionnaires and increase the response rate.
Of the 1,000 surveys sent, we received 178 usable
questionnaires; 12 out of the 1,000 surveys were unde-
liverable. Therefore, the total response rate was 18.0 %,
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which is close to the response rate of 19.4 % that was
reported by Homburg et al. (1999). The majority of the
respondents were marketing executives (56 %), followed
by general managers (38 %), and sales executives
(6 %).

The detailed structure of the two samples is docu-
mented in Table 1. To assess the structural equivalence,
we compared the proportions of industry sectors, sales
volume, and number of employees in the two samples
using a chi-square goodness-of-fit test. As seen in Ta-
ble 1, the null hypothesis of equal proportions was not
rejected for industry sectors and sales volume. However,
despite our great care to achieve structural equivalence
of the two datasets, some differences still occurred. In
particular, we seem to have more responses from small-
er companies in the new sample than in the original
sample (χ2(d.f.=5)=13.35, p<.05). Therefore, when
comparing the influence of the marketing department
in the two samples, we weight the influence values of
the 2013 sample by the 1996 sample characteristics. We
calculated the weights in the following manner. We
divided for each category (e.g., consumer packaged
goods) of the sample characteristics (e.g., industry

sectors) the percentage observed in 1996 (e.g., 33 %)
by the percentage observed in 2013 (e.g., 34 %). The
resulting weights have a value that is smaller (larger)
than 1 if the relative number of respondents in 2013
exceeds (falls below) the relative number of respondents
in 1996 in the particular category. Then, we multiplied
the resulting weights with the influence values obtained
in the 2013 sample.

We measured the influences of the various depart-
ments in 2013 according to the 1999 study—that is,
we asked each key respondent to divide 100 points
among the marketing, sales, R&D, operations, and fi-
nance departments for 11 decision areas: (1) pricing
decisions, (2) distribution strategy decisions, (3) deci-
sions regarding the strategic direction of the business
unit, (4) decisions on major capital expenditures, (5)
decisions on advertising messages, (6) decisions on ex-
pansions into new geographic markets, (7) choices of
strategic business partners, (8) new product development
decisions, (9) decisions on procedures to measure cus-
tomer satisfaction, (10) decisions on programs to im-
prove customer satisfaction, and (11) decisions on the
design of customer service and support.

Table 1 Sample structure

Characteristics 1996 2013

Industry sectors Consumer packaged goods 33 % 34 %

Electrical equipment 30 % 24 %

Mechanical machinery 37 % 42 %

Goodness of fit with 1996 sample
H0: Equal distribution as 1996 sample

χ2(2)=3.24 (p=.20)

Sales volume (in Euros) Less than 51 m 10 % 12 %

51 m to 109 m 18 % 21 %

110 m to 199 m 13 % 18 %

200 m to 1,999 m 38 % 38 %

2,000 m to 4,999 m 12 % 7 %

5,000 m to 19,999 m 6 % 4 %

More than 20,000 m 3 % 1 %

Average 2.4 bn 1.3 bn

Goodness of fit with 1996 sample
H0: Equal distribution as 1996 sample

χ2(6)=9.33 (p=.16)

Number of employees Less than 500 31 % 36 %

500 to 1,499 21 % 29 %

1,500 to 4,999 21 % 18 %

5,000 to 14,999 14 % 7 %

15,000 to 19,999 4 % 5 %

More than 20,000 8 % 6 %

Average 10,604 7,339

Goodness of fit with 1996 sample H0:
Equal distribution as 1996 sample

χ2(5)=13.35 (p=.02)

Sales of 1996 are inflation-adjusted and converted to Euro. Sum may not add up to 100 % due to rounding
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Results

We performed t-tests to analyze for each department
whether its influence changed between 1996 and 2013.
In Table 2, we report the results of our analyses. In
particular, we report the values for 2013 weighted by
sales volume according to the 1996 sample. We obtain
comparable results when we weight the values for 2013
by industry sector or number of employees. Additional-
ly, we compared the departments’ influences without
using weights. Again, the results were very similar to
those presented in Table 2. In Table 2, the order of the
11 decision areas reflects their importance to the success
of the strategic business unit (highest to lowest) as
indicated by our respondents. Pricing and new product
development decisions are considered most important
for the success of the strategic business unit, whereas
advertising decisions and decisions on customer satis-
faction measurement are ranked lowest.

Comparing the values from 1996 to 2013, the overall
pattern demonstrates that the influence of the marketing
department has decreased significantly. The marketing
department has lost influence in strategic aspects, such
as the strategic direction of the business unit (Δ=−9;
p<.001), expansion into new geographic markets (Δ=
−15; p<.001), and choices of strategic business partners
(Δ=−9; p<.001). Furthermore, the marketing depart-
ment has lost significant influence with regard to pric-
ing decisions (Δ=−5; p<.05). In 2013, the marketing

department’s influence on pricing (19 of 100 points)
was at approximately the same level as the influence
of the finance department (17 of 100 points). Advertis-
ing represents the only area in which the marketing
department’s influence has increased (Δ=8; p<.01).
Furthermore, the marketing department maintained its
influence on customer-related decisions, such as custom-
er satisfaction measurement (Δ=2; n.s.) and customer
satisfaction improvement programs (Δ=3; n.s.).

At the same time, our results demonstrate a migration
of influence from the marketing department to the sales
department. While the marketing department’s influence
on strategic decisions has decreased, the sales depart-
ment has expanded its influence on these decisions. We
observe that the sales department’s influence increased
with regard to the strategic direction of the business unit
(Δ=7; p<.01) and expansion into new geographic mar-
kets (Δ=12; p<.001). Moreover, although the marketing
department is usually considered to be more product-
focused than the sales department (e.g., Cespedes 1994),
the results of our empirical study demonstrate that the
influence of the marketing department on new product
development has decreased (Δ=−7; p<.01), whereas the
sales department increased its influence on new product
development (Δ=4; p<.05).

Surprisingly, our results demonstrate that the influ-
ence of the finance department has not changed in any
of the 11 decision areas. Additionally, the operations
department has not gained significant influence over

Table 2 Influence of departments over specific issues: results of 1996 and 2013 (with t-tests comparing influence over time)

Decisions regarding Marketing Sales R&D Operations Finance

1996 2013 Δ 1996 2013 Δ 1996 2013 Δ 1996 2013 Δ 1996 2013 Δ

Pricing 24 19 −5* 47 50 3 4 6 2 7 9 2 18 17 −1
New product development 31 24 −7** 26 30 4* 27 32 5* 8 8 0 8 6 −2
Strategic direction of the business unit 39 30 −9*** 34 41 7** 8 11 3 5 6 1 13 12 −1
Major capital expenditures 14 11 −3* 14 16 2* 12 14 2 23 21 −2 37 38 1

Expansion into new geographic markets 36 21 −15*** 49 61 12*** 2 3 1 2 2 0 11 11 0

Choices of strategic business partners 27 18 −9*** 53 57 4 6 10 4* 5 6 1 9 9 0

Design of customer service and support 29 26 −3 54 59 5 4 5 1 6 5 −1 6 6 0

Customer satisfaction improvement programs 42 45 3 41 45 4 5 3 −2* 5 3 −2* 6 5 −1
Distribution strategy 32 23 −9*** 59 67 8** 2 2 0 3 4 1 5 4 −1
Advertising messages 62 70 8** 33 25 −8** 3 3 0 1 0 −1* 2 1 −1
Customer satisfaction measurement 54 56 2 37 37 0 3 1 −2* 3 3 0 3 3 0

*p<.05; **p<.01; ***p<.001

We present the decision areas in decreasing order of their importance for the success of the strategic business unit (assessed by our key informants). The
number in each cell is the mean of the number of points given by the key informants to each department, using a constant-sum scale of 100. Summay not
add up to 100 due to rounding. Values for 2013 are adjusted by sales volume according to 1996. The “Δ-columns” display t-tests that were performed to
compare the relative influence of each department between 1996 and 2013
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any of the 11 decision areas, and only small increases
are observed for the R&D department. Hence, our find-
ings do not support the often-stated claim that the
marketing department has lost influence to the finance
department (e.g., Verhoef and Leeflang 2009). The true
beneficiary of the loss of the marketing department’s
influence is the sales department.

Hypotheses development of the performance study

The observed shift of influence from the marketing
department to the sales department raises the following
question: what are the performance consequences of
influential marketing and sales departments? Guided by
theoretical considerations, we derive our conceptual
model in Fig. 1, linking the marketing and the sales
departments to company performance. In the following,
we will elaborate on the performance consequences of
influential marketing and sales departments.

Does an influential marketing department contribute to firm
performance?

Several arguments propose a positive relationship between the
influence of the marketing department and firm performance.
First, conceptual considerations and empirical research sug-
gest that an influential marketing department can use its
influence to foster a company’s market orientation. Market
orientation is the organization-wide generation of market in-
telligence that pertains to the identification of current and
future customer needs, the dissemination of intelligence
across departments, and organization-wide responsiveness to
identified customer needs (Kohli and Jaworski 1990).

Prior research has repeatedly demonstrated the positive
performance consequences of market orientation (e.g.,
Kirca et al. 2005; Kumar et al. 2011). An influential
marketing department may foster a company’s market
orientation because it generates extensive knowledge
about market characteristics and spreads relevant market
information within the company. Consistent with this
rationale, Verhoef and Leeflang (2009) find a positive
impact of an influential marketing department on compa-
nies’ market orientation.

Second, the marketing department’s contribution to
firm performance is not restricted to increases in market
orientation (Moorman and Rust 1999). Traditionally, the
marketing department has directed its efforts to nurtur-
ing intangible assets that are central drivers of company
performance (e.g., Lehmann 2004). For example, the
marketing department builds brand equity, which leads
to increases in customers’ willingness to pay (e.g., Park
and Srinivasan 1994), which ultimately enhances firm
performance (Mizik 2014; Mizik and Jacobson 2008).
However, because changes in intangible assets are not
immediately reflected in short-term performance mea-
sures, companies may not allocate adequate resources
for the accumulation of these assets (Mizik 2014). Be-
cause the marketing department is viewed as long-term
oriented (Homburg and Jensen 2007), it can leverage its
influence to avoid an overemphasis on short-term per-
formance measures. Hence, an influential marketing de-
partment can ensure that necessary investments are
made to build intangible assets (Lehmann 2004).

Third, the marketing department may contribute to
new product development, which is a crucial element
of company performance. Most commonly, the R&D
department is responsible for new product development.
However, the R&D department has been found to focus

Firm PerformanceDepartments‘ Influence

Customer Relationship 
Performance

Financial Performance

Operations Department‘s Influence

R&D Department‘s Influence

Finance Department‘s Influence

Marketing Department‘s Influence

Sales Department‘s Influence

Firm Controls

• Innovativeness
• Firm Size

Industry Controls

• Market-related 
Complexity

• Industry Turbulence
• Industry Fixed Effects

Fig. 1 Conceptual Model
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on technologically oriented solutions (Griffin and
Hauser 1996). An influential marketing department
may ensure that market information is also incorporated
into new product development, which increases the like-
lihood of the success of new products driving company
performance (Stock and Reifenscheid 2014). We thus
hypothesize the following:

H1: The marketing department’s influence has a positive
effect on firm performance.

Does an influential sales department contribute to firm
performance?

There are convincing arguments that an influential sales
department contributes to firm performance. Most im-
portantly, the sales department possesses important cus-
tomer knowledge. Compared with the marketing depart-
ment, which connects more formally and less frequently
with customers, the sales department is likely to accu-
mulate deeper explicit and implicit customer knowledge
due to regular interactions (Menguc et al. 2011). Thus,
unsurprisingly, the sales department is widely character-
ized as customer oriented (Homburg and Jensen 2007).
Hence, comparable to the marketing department, an
influential sales department may contribute market
knowledge to new product development. However, due
to its deeper knowledge, an influential sales department
can deliver more detailed and valuable customer infor-
mation (Ernst et al. 2010), which creates higher custom-
er value driving company performance.

To the best of our knowledge, prior research has only
focused on the marketing department’s role in a
company’s market orientation, but conceptual consider-
ations also support the sales department’s contribution
to a company’s market orientation. Customer orientation
represents a focal element of a company’s market ori-
entation (Jaworski and Kohli 1993), which directly
matches the sales department’s orientation (Homburg
and Jensen 2007). Hence, an influential sales depart-
ment may use its power to improve a company’s market
orientation, which improves firm performance (Kirca
et al. 2005).

Finally, the sales department is the primary function
that generates revenues. To close sales, the sales repre-
sentatives interact and negotiate with customers. To
address customers’ desires, the sales department may
need to integrate other departments, such as marketing
and R&D, which leads to cross-departmental coordina-
tion. An influential sales department can hasten these
processes and react more quickly to customer demand.
We therefore expect the following:

H2: The sales department’s influence has a positive effect on
firm performance.

Method of the performance study

Measure development

To develop our scales, we followed standard psychometric
procedures (Gerbing and Anderson 1988). In particular, all
scales in this study were based on existing and partially
adjusted items from prior research. With the exception of
the departments’ influence and firm size, we measured all
construct items on a seven-point rating scale. A complete
list of all the items used in this study is presented in the
Appendix.

Main variables of the model We used a multi-issue mea-
sure to gauge the influences of the marketing, sales,
R&D, operations, and finance departments. We
followed the procedure of Homburg et al. (1999) to
calculate the respective scores. First, we multiplied each
of the 11 decision areas (Table 2) by the importance of
these 11 decision areas for the success of the business
unit. Importance was assessed by each respondent on a
scale ranging from 1 (“relatively low importance”) to 7
(“extremely high importance”). Second, to correct for
missing data, this figure was divided by the number
for which answers were given. One property of these
calculated multi-issue influence scores is that each influence
measure contributes unique variance to the empirical analysis.
Hence, we can include all the influence scores in the empirical
model, and multicollinearity does not present a serious
concern.

We captured firm performance through two reflective con-
structs: customer relationship performance and firm financial
performance (e.g., Moorman and Rust 1999; Ramani and
Kumar 2008). Customer relationship performance captures
nonmonetary product-market outcomes, such as the achieve-
ment of customer satisfaction, and is measured by five items.
We used four items to gauge firm financial performance,
which pertains to the achievement of monetary objectives,
such as profits.

Control variables of the model We also included firm- and
industry-level variables that have been shown to influence
firm performance as control variables. Following Verhoef
and Leeflang (2009), we controlled for innovativeness and
firm size. We used five items that reflectively measure inno-
vativeness. Furthermore, we included firm size, measured as
the natural logarithm of a firm’s number of employees (Datta
et al. 2005).
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At the industry level, we controlled for market-
related complexity and industry turbulence. Based on
Homburg et al. (1999), we used three items to forma-
tively measure the market-related complexity construct.
Finally, we included industry turbulence in our model.
A turbulent market is characterized by uncertainty and
lack of control within a firm’s marketplace (Jaworski
and Kohli 1993). Industry turbulence is measured re-
flectively with three items. Table 3 depicts the descrip-
tive statistics and correlations. In addition, we included
industry dummies to capture industry fixed effects.

Measure assessment

To assess the reliability and validity of our reflective
construct measures, we performed confirmatory factor
analyses for each factor. Overall, the measures exhibit
good psychometric properties. All constructs exceed the
recommended threshold value of .70 for Cronbach’s
alpha and .60 for composite reliability (Bagozzi and
Yi 1988; Nunnally 1978). Furthermore, all indicator
reliabilities are above the recommended value of .40
(Bagozzi and Yi 1988; see Appendix). Additionally, all
constructs exceed the recommended value of .50
(Bagozzi and Yi 1988; Appendix) for average variance
extracted.

Finally, we assessed discriminant validity. Following
Fornell and Larcker (1981), discriminant validity is
demonstrated if the average variance extracted through
one construct is greater than its shared variance with the
other constructs (measured by their squared correlation).
In a confirmatory factor analysis with all the latent
constructs, we find that in all cases, the average

variance extracted for each construct exceeds the highest
shared variance meeting the Fornell-Larcker criterion.
Additionally, the fit of the confirmatory factor model
containing all reflective constructs is satisfactory (χ2/d.f.
= 1.71, comparative fit index= .91, and root mean
square error of approximation=.07).

Common method variance

Because we measured both the departments’ influences
and firm performance using managers’ self-reports, com-
mon method bias might present a threat to our analyses
(Podsakoff et al. 2003). To avoid potential common
method bias, we followed the procedural suggestions
from Podsakoff et al. (2003). Furthermore, we conduct-
ed two statistical tests to rule out the possibility of
common method bias.

First, consistent with Ramani and Kumar (2008), we
employed a Harman single factor test to analyze whether a
single factor accounts for a large part of the variance of all the
manifest variables. The emergence of such a single factor
would pose a serious threat to the validity of our results. The
single factor model yields a chi-square value of 1,126.73 (d.f.
= 299), and a model in which we specify all the constructs
individually leads to a significant improvement in fit (Δχ2=
734.17, Δd.f. = 49, p<.01). This improvement suggests that
common method variance is not a serious problem.

Second, we followed the procedure that Lindell and
Whitney (2001) propose and that Ramani and Kumar
(2008) and Grayson (2007), among others, adopt to fur-
ther investigate potential common method bias. Lindell
and Whitney (2001) argue that the lowest positive
pairwise correlation represents a valid indicator of

Table 3 Descriptive statistics and correlations

Mean SD 1 2 3 4 5 6 7 8 9 10 11

1 Financial performance 4.79 .86 1.00

2 Customer relationship performance 5.05 .83 .59 1.00

3 Innovativeness 5.10 1.30 .32 .18 1.00

4 Firm size (log) 6.87 1.87 .13 -.03 .26 1.00

5 Market-related complexity 4.41 1.23 .16 .10 .21 .02 1.00

6 Industry turbulence 3.48 1.21 -.10 -.10 -.05 -.04 .24 1.00

7 Operations department’s influence 29.36 27.10 .03 -.01 .15 .11 .08 .01 1.00

8 Finance department’s influence 49.40 42.52 -.01 -.07 -.01 -.04 .10 -.08 -.04 1.00

9 R&D department’s influence 42.41 41.24 -.06 .01 .19 .24 .14 .02 -.03 -.03 1.00

10 Marketing department’s influence 149.64 82.96 .17 .19 .16 .10 .01 -.02 -.15 -.14 -.17 1.00

11 Sales department’s influence 213.42 77.77 .03 .06 -.03 -.18 -.04 .13 -.09 -.30 -.16 -.38 1.00

All correlations with absolute value greater than .15 are significant at the p<.05 level
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common method variance. Therefore, we adjusted our
correlation matrix by the lowest positive pairwise corre-
lation value. The resulting adjusted correlation matrix
demonstrates that no pairwise correlation has lost signif-
icance. Therefore, this test also indicates that common
method bias is unlikely to affect the results of our study.

Results of the performance study

To test our hypotheses, we estimated two regression models.
Customer relationship performance is the dependent variable

of the first regression model, and financial performance is the
dependent variable of the second regression model. We rely
on seemingly unrelated regression (SUR) because it allows us
to jointly estimate both models as one regression system. A
significant Breusch-Pagan test justifies our choice because it
demonstrates that the error terms between both regression
models are strongly correlated (χ2(d.f. = 1)=51.947; p<.01).

Table 4 displays the results of the empirical analysis.
We report two regression systems. In the first system,
we include only our control variables. In the second
system, we add the department’s influence variables.
The increase in R2 clearly indicates that compared with
the control variable model, the departments’ influence

Table 4 SUR results of depart-
ments’ influence on firm
performance

* p<.10; ** p<.05; *** p<.01;
Standardized coefficients with
standard errors in parentheses

System 1 System 2

Customer
relationship
performance

Financial
performance

Customer
relationship
performance

Financial
performance

Constant 4.999*** 4.849*** 5.042*** 4.887***

(.100) (.100) (.102) (.102)

Controls

Innovativeness .140** .242*** .092* .225***

(.067) (.067) (.069) (.069)

Firm size (log) -.061 .046 -.069 .063

(.067) (.067) (.069) (.069)

Market-related
complexity

.091* .106* .090* .112*

(.069) (.069) (.069) (.069)

Industry turbulence -.097* -.093* -.118** -.103*

(.066) (.066) (.065) (.065)

Departments’
influence
Operations
department’s

influence

.025 .014

(.068) (.068)

Finance
department’s

influence

.002 .023

(.071) (.071)

R&D department’s
influence

.069 -.084

(.071) (.071)

Marketing
department’s

influence

H1 .222*** .150**

(.083) (.083)

Sales department’s
influence

H2 .158** .097

(.080) (.080)

Other controls

Industry fixed
effects

Included Included Included Included

R2 .05 .13 .11 .17

Breusch-Pagan test

H0: Residuals
between
regressions are
uncorrelated

χ2(1)=53.094***
(p=.000)

χ2(1)=51.947***
(p=.000)
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measures explain additional variance in both regression
systems.

Hypothesis 1 expects a positive effect of an influential
marketing department on firm performance. Consistent
with this hypothesis, the results of our empirical analyses
show that the marketing department’s influence contrib-
utes significantly to customer relationship performance
(β= .222; p< .01) and to firm financial performance
(β=.150; p<.05). Therefore, H1 is supported.

Hypothesis 2 expects that the sales department’s influence is
positively related to firm performance. The results of our em-
pirical analysis demonstrate that an influential sales department
increases customer relationship performance (β=.158; p<.05).
However, we do not observe a significant relationship to finan-
cial performance (β=.097; n.s.) Therefore, H2 receives partial
support. Additionally, a comparison of the standardized regres-
sion coefficients further reveals that an influential marketing
department has a stronger positive effect on customer relation-
ship performance than the sales department does.

Moreover, we explore the effects for the other de-
partments. We do not find a significant relationship
between customer relationship performance and the op-
erations (β=.025; n.s.), R&D (β=.069; n.s.), or finance
departments (β=.002; n.s.). Similarly, we do not find a
significant relationship between financial performance
and the operations (β=.014; n.s.), R&D (β=−.084;
n.s.), or finance departments (β=.023; n.s.). Hence, we
do not observe a significant relationship with firm per-
formance for any of the other departments.

Discussion

Our study seeks to answer the question of whether the
influence of the marketing department has declined, as
is frequently stated in the literature (e.g., Sheth and
Sisodia 2005; Webster 2005; Webster et al. 2005). In-
terestingly, previous research does not provide a clear
empirical indication of whether the influence of the
marketing department has changed. Furthermore, prior
investigators have studied the influence of the marketing
department in isolation and have not considered the
distribution of power among various departments. In
particular, to the best of our knowledge, prior research
has not analyzed which departments’ influences are
beneficial to firm performance. To address these issues,
we studied the influences of the marketing, sales, oper-
ations, R&D, and finance departments over time. Fur-
thermore, we linked the influence of each department to
firm performance. In the following sections, we summa-
rize and discuss the implications of our study for re-
search and offer important implications for managers.

Research implications

Our study’s findings advance research on the influence of the
marketing department in various ways. We observe that the
marketing department truly has lost influence over time. In
particular, our fine-grained analysis of 11 important decision
areas reveals that themarketing department has lost significant
influence on those decisions that our respondents assessed to
be most important for the success of the strategic business
unit. In particular, the marketing department has lost influence
on pricing decisions, new product development, and strategic
decisions, strengthening its influence only in advertising de-
cisions. However, our respondents considered advertising one
of the least important decision areas for the success of the
business unit. Our results confirm Lehmann’s (1996) concern
that the marketing department could devolve into a depart-
ment of “ad-copy and cent-off coupons” (p. 135).

Marketing’s frequently noted inability to communicate the
contribution of its investments to firm performance may ex-
plain this finding (e.g., Rust et al. 2004b). First, an inability to
communicate its value relevance may have led to cuts in
marketing departments’ budgets (Kumar and Shah 2009;
Tavassoli et al. 2014; Webster et al. 2005). These cuts have
likely reduced marketing departments’ potential scope of ac-
tion and undermined their influence within the firm. Second, a
lack of marketing accountability reduces CEOs’ satisfaction
with marketing departments (O'Sullivan and Abela 2007).
Therefore, less top management support may have further
limited the influence of the marketing department.

Moreover, the simultaneous examination of various depart-
ments allows us to identify to which department the marketing
department has lost its influence. We observe that the sales
department has profited most from the declining influence of
the marketing department. Whereas the marketing department
lost its influence on strategic decisions, the sales department
expanded its influence in this area. The sales department is
also the dominant department with respect to pricing
decisions.

This shift of influence from the marketing department to
the sales department represents an interesting result. Both the
marketing and the sales departments foster a company’s mar-
ket orientation and align new product development to custom-
er demand. However, despite these similarities, the sales de-
partment has been able to strongly enhance its influence at the
expense of the marketing department. One reason that might
explain the increasing influence of the sales department could
be that the sales department exhibits higher accountability.
Lehmann (2004), for example, argues that the marketing
department will lose its influence to departments that are better
able to demonstrate their performance impact. Because the
sales department is the primary function that generates reve-
nues, the results of its activities are readily visible in short-
term performance metrics, such as sales growth. Therefore,
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the sales department is in a better position to communicate its
value relevance. Consequently, compared with the marketing
department, the sales department may more easily defend its
budgets and may receive more top management support,
which increases its influence.

These developments are alarming when we view them in
light of the results of our performance study. We observe that
the marketing department’s influence has the strongest effect
on firm performance. In particular, the marketing department’s
influence has the strongest effect on customer relationship
performance, and it is the only department that exerts a pos-
itive effect on financial performance. For the sales department,
we observe a significant effect on customer relationship but
not on financial performance. The decline of the influence of
the marketing department is thus likely to negatively affect
firm performance. As our findings indicate, a shift of influence
from the marketing department to the sales department can
hardly counterbalance this effect.

Naturally, these results lead to the question ofwhat research can
do to reverse this trend. First, researchers must ensure that findings
from marketing research find their way into marketing practice.
Apparently, as the discussion of marketing accountability demon-
strates, this process does not occur automatically. In marketing
practice, a lack of accountability is still viewed as one of the central
reasons for the loss of influence of marketing departments within
the firm (Tavassoli et al. 2014; Verhoef and Leeflang 2009). In
marketing research, however, investigators have published a vast
amount of articles that demonstrate marketing’s impact on firm
performance. Researchers have developed tools to help marketers
increase their accountability (e.g., Gupta et al. 2004; Kumar and
Shah 2009; Mizik 2014; Mizik and Jacobson 2009). However,
because the number of practitioners who contribute to or read
academic journals is in decline (e.g., Bauerly et al. 2005), market-
ing scholars must seek ways to ensure the flow of these new tools
to company practice (Brown 2005).

Second, academic marketing education may be an essential
lever of the marketing department’s influence. Obviously,
marketing education should nurture future marketers’ knowl-
edge and skills that they can use to strengthen the influence of
the marketing department. This suggestion, however, implic-
itly assumes that the focus of marketing education is similar to
what is important in company practice.

Unfortunately, we note that current marketing education
does not live up to this expectation. As the results of our study
indicate, pricing decisions are considered most important for
the success of a strategic business unit. Therefore, we exam-
ined whether marketing education puts adequate emphasis on
teaching price management. In particular, we drew a random
sample (n=22) of Germany’s 96 universities and examined
the courses that they offered. We found that only four univer-
sities offered specific courses on price management. Typically
(n=16), pricing was addressed only as one of several issues in
“Introduction to Marketing” courses. At two universities,

pricing was not addressed at all. In contrast, we found that
12 universities (55%) offered at least one course with a central
focus on communication. This area ranked low among our
respondents on importance for the strategic business unit’s
success, and so we observe a clear mismatch between mar-
keting education and company practice.

This mismatch is not only a German phenomenon. We also
drew a random sample (n=23) of the tier-one ranked U.S.
universities (U.S. News and World Report 2014). We found
that nine offered specific courses on price management. Again,
most universities (n=13) addressed pricing only in “Introduc-
tion to Marketing” courses, and at one university, pricing was
not addressed at all. Although the number of specialized pricing
courses was higher than in our German sample, even in the
U.S., marketing education does not adequately address the
importance of pricing for company practice. This mismatch is
even more apparent given that all of the universities (n=23) in
our sample offered specialized communications courses. Even
the variety of courses differed between pricing and communi-
cation. On average, universities offered four different commu-
nications courses and only one pricing course.

Managerial implications

On the one hand, the results of our analyses demonstrate that
the marketing department has lost influence within the firm.
On the other hand, we find that marketing is the department
whose influence has the strongest effect on firm performance.
Therefore, the major implication of our study is that managers
should increase the influence of the marketing department.
One approach to expand the influence of the marketing de-
partment might be to staff this department with people who
have competence in strategic decisions and pricing issues. Our
study shows that the marketing department has lost influence
in these areas, which are pivotal for company success.

Furthermore, the marketing department may revitalize its
standingwithin the organization if it can demonstrate the “value
of marketing programs” (Sheth and Sisodia 2005, p. 12; see
also Rust et al. 2004a; Gruca and Rego 2005). Our study may
help marketers in this regard. Our results can be used to com-
municate the strong contribution of the marketing department
to customer relationship and financial performance.

Finally, stronger top management support may enhance the
influence of the marketing department (Webster 2005). For
example, the marketing department has more influence in
companies whose CEOs have a background in marketing
(Homburg et al. 1999). However, the number of CEOs with
a background in marketing has decreased (Verhoef and
Leeflang 2009). Therefore, the marketing department must
seek ways to ensure top management support. In this regard,
increasing marketing accountability may be fruitful (O'Sulli-
van and Abela 2007).
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Appendix

Table 5 Measures, items, measurement, item reliabilities (IR), composite reliability (CR), average variance extracted (AVE), and Cronbach’s alpha
(CA)

Measures Measurement IR CR AVE CA

Firm financial performance
(adapted from Moorman and Rust 1999)

Reflective Measurement .82 .53 .82

Relative to your competitors, how did your business unit perform in
the following areas within the last three years?

• Growth in sales .63

• Realization of profits .57

• Achievement of the target market share .50

• Realization of return on investment .43

Customer relationship performance (adapted from Moorman and Rust 1999) Reflective Measurement .84 .51 .83

Relative to your competitors, how did your business unit perform in
the following areas within the last three years?

• Achievement of customer satisfaction .56

• Retaining present customers .68

• Winning new customers .42

• Customer structure (e.g., stable customer relationships) .45

• Quality of the products and services (e.g., greater customer benefit) .43

Departments’ Influence
(based on Homburg et al. 1999)

Index n/a

Calculated for each department (marketing, sales, R&D, operations, and
finance) as the sum of the department’s influence on eleven decision areas
multiplied by the importance of the decision area. This score is divided by
number of answers given.

Decision areas: (1) pricing, (2) distribution strategy, (3) strategic direction of
the business unit, (4) major capital expenditures, (5) advertising messages,
(6) expansions into new geographic markets, (7) choices of strategic business
partners, (8) new product development, (9) procedures for measurement of
customer satisfaction, (10) programs for improving customer satisfaction, and
(11) design of customer service and support

Innovativeness
(inspired by Covin and Slevin 1989 and Hurley and Hult 1998)

Reflective
Measurement

.89 .62 .89

• Management emphasizes research and development. .60

• Innovations represent a central aspect in business units. .74

• Management actively seeks innovative ideas. .81

• Innovation is readily accepted in my strategic business unit. .52

• Our business unit provides sufficient resources to realize innovative ideas. .42

Firm size
(based on Datta et al. 2005)

Single Item n/a

• Natural logarithm of a firm’s number of employees

Market-related complexity
(based on Homburg et al. 1999)

Formative Index n/a

• Customer requirements vary greatly across different customer segments.

• There is great variety in products for sale.

• The number of people/organizations involved in the distribution process is
very high.

Industry turbulence
(based on Sethi and Iqbal 2008)

Reflective Measurement .79 .57 .78

To what extent do the following statements reflect your market?

• It is difficult to predict how customers’ needs and requirements will evolve
in our markets.

.44

• Generally, it is difficult to understand how the market will change. .87

• There is a great deal of uncertainty in our markets. .40
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