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Building an IMPACT Budget for 2018

Building a B2B marketing budget is harder today than it's been in the past. It's even harder when trying to
reach a busy engineering/technical audience.

With the explosion in marketing technology tools, and the changing methods in how the technical buyer
learns about companies and products, it's no longer a simple task of taking last year's budget as a template
to continue forward.

For marketers seeking true impact on revenue, a variety of new questions need to be answered:
What's working in branding and lead generation for you today?
What's your cost/quote, cost/sample or cost/SQL (Sales Qualified Lead)? How can we reduce that?
How long does it take to move a prospect through your sales funnel, and how can we accelerate that?

It's beyond just publishing more blogs or pushing out more emails. When building your budget for 2018,
it's time to get more sophisticated, more strategic and more focused on the metrics that matter — revenue,
opportunities and quote generation, not just lead generation.

This ebook was created from a variety of sources, listed on page 17.
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Let’s Start at the End: What's a Budget Look Like?

Before we share some of the B2B marketing budget research for 2018, let's review a typical template for what a
company might allocate to marketing to the technical buyer or engineer.

Let's assume a 5% budget, to be conservative (see page 3 for more guidance). For a $25 million manufacturer,
then, that's a $1,250,000 marketing budget. Wed typically see that broken out in a variety of different ways, but
here's how it might start:

Content Marketing $200,000
Tradeshow Marketing $200,000
Advertising/Branding $150,000

Channel Support/Customer Events $100,000

Public Relations $100,000

Sales Tools/Collateral $100,000

Program Management $85,000
Search Marketing — Organic, Paid $80,000

Website Development $80,000 Total Budget

Video $40,000 $1,250,000
List Acquisition/Database Segmentation $40,000

Social Media Marketing $30,000
Market Research/Voice of Customer $25,000
Marketing Technology Tools $20,000

0 10k 20k 30k 40k 50k 60k 70k 8k 90k 100k 110k 120k 130k 140k 150k 160k 170k 180k 190k 200k
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And For That, What ROl Should | See?

So, will that pay off? What ROI should you expect for your 5% marketing investment? That ties back to lead flow
and closing ratios. That may surprise some people, who equate marketing more with the color of their ads or
website home page. In fact, marketing is math. It's a defined discipline just like the accounting, manufacturing or

engineering departments are at your company. And as a discipline governed by a set process, you can calculate
what you should expect.

As you begin your calculations, a few thoughts:

The best marketing outcomes come as part of a collaborative process between marketing and sales.
When they agree on what to expect and how to organize, the ROl will always be higher and more predictable.

There's a difference between leads, Marketing Qualified Leads (MQL) and Sales Quialified Leads (SQL). For
marketers today, in truth, it’s less about generating leads. It's easy to do that today, and the methods for doing
that (search, webcasts, emails, etc.) are proven and predictable. So rather than pointing to web traffic or clicks

as ROl metrics (so-called “vanity” metrics), we prefer looking at Sales Qualified Leads as the true measure of the
success of a marketing program.

While marketers don't always have total control of the sales process through to customer close, they do
control the sales funnel down through the Sales Qualified Lead, or opportunity. In that case, we encourage
companies to both measure and drive down their cost/SQL and days to SQL (the time it takes to travel from
initial lead to becoming an SQL). Those “uber-metrics”are a true indication of marketing impact.
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If you are in fact able to connect via CRM the total lead-to-sale pipeline, here’s a typical
ROI formula as an example:

$1,250,000
6000

3000

1000

20%
$30,000
100

$6 million
480%

vvVvVvvVVVvVVVYV

Of course, every company’s ROl is different, because every ratio in the step outlined above is different.

You may close more than 20% of your SQLs, or more of your early-stage leads may become SQLs that what
we have in this outline. But, regardless of your numbers, it's important to fill in the formula so you have a
roadmap of what to expect.
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How Much Should | Budget for Marketing?

With those formulas in hand, then it's time to start
building your own marketing budget for 2018.
The first question every CEO asks is how much
they should allocate for marketing. Typically, that's
calculated as a percentage of sales, and there are a
variety of different studies that point to the proper
number for B2B and B2C.

The CMO Survey has published the most consistent
numbers on this question, with current spending
for B2B manufacturing/product companies at

6.4% of revenues and B2B service companies

at 6.8%. These numbers have dipped slightly in

the last survey in August 2017 compared to earlier
in the year, which is somewhat surprising. Most
companies are doing well, which is not typically
when we see them reducing marketing programs.

Marketing spend is 6.9% of company TthMO%urvcy
revenues EORSNEY e

0
Figure 3.9. Marketing spending as percent of company revenues*
=@—% Marketing Spend

Feb-12  Aug-12 Feb-13  Aug-13 Feb-14  Aug-14 Feb-15  Aug-15 Feb-16  Aug-16 Feb-17  Aug-17

[} *Question asked in Feb-12 for the first time.
| |
© Crvistne Moorman

While the survey doesn't stipulate it, this number may very well include salaries for the marketing department.
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What Areas of Digital Marketing
Will See the Most Spending?

Are marketers dOﬂe Shlftlﬂg their ad dO”arS fFOI’ﬂ ’[radltIOﬂa| Digital marketing spending in the United States from 2014 to 2019 (in billion U.S.

dollars)

to digital? It appears so, at least according to forecasters at
Forrester. The tech analyst firm points to continued growth
through 2019 in digital marketing spend levels, although it
predicts that growth rate will slow from levels earlier in the
decade. Gartner Group, another analyst firm, predicts the
same, with both warning marketers that the time for simply
throwing more money at digital to achieve gains will start
to give way to adding more sophistication in their efforts —
outthinking competition, not outspending them, as
Forrester says. We see that as well at GGC, with declining
response rates for email most notable. Our application of
advanced marketing automation software and other technology tools will be increasingly important as we move
through 2018 and 2019. Engineers in particular are becoming used to the email-to-landing page form practice,
so it's time to apply more targeting and other approaches that will be more powerful and fresh.

Search marketing, online video and email marketing will continue to be budget priorities for digital marketers,
predicted Forrester.
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Market Penetration Continues To Top Efforts to
Grow Over Adding New Products or Markets

The CMO and a study from Sirius both show that marketers are focused most on a traditional approach—selling
more of the products they have to the markets they target. That's not surprising, since it's the simpler approach to
growth:“let’s just sell more of what we have in more effective ways."So market penetration remains a key goal for
most companies this coming year.

It's a consistent group. Responses mirrored the same pattern in 2016.

A SiriusDecisions study shows same priority,

W matketsianc okBrings con'iiNgg ‘h:@f.éugmfijrvefv with a little less variation: penetrating existing

dominate growth spendlng

.. T gy 1131KELS (0 get new buyers s the top strategy,

rather than finding new sandboxes to play in.

Types of growth strategies Table 2.1. Spending on growth in past 12 months*
Question: Rank the following growth strategies in terms of

Existing New : : A
Products/ Products/ Growth Strategy Feb-2017 Aug-2017 importance to your organization over the next two years.
Services Services
- Product/Service (&
Markets Strategy .
D learket Diversification Product/Service
evelopment Strategy Development 24.2% 22.3%
Strategy Strategy
@ New Offerings (21.7)
Market
15.0% 15.0% :

Development
Strategy

Diversification 9.7% 9.5%
Strategy

* % of spending for each growth strategy
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Online Sales Remain Modest

For all the emphasis on building eStores

, Company sales through Internet remain U
and Amazon presence, a strategy we're Ty . 9 The CMO Survey
) : X modest at 11.8% IRAE R
actively and aggiesstiEERESISIE QOB o | o | swatess |t || O | o | s |
several manufacturing clients, the amount
: : Figure 2.2. Percent of company sales through the Internet
of Tevenue companies are r%pomr;g from
online continues to appear flat, at least in | BCPodct | 142
p p —8—Percent of sales through the Internet
the CMO survey.

Regardless, most of our clients are just
entering the world of eStores and Amazon
commerce, with exciting results. In fact, in
the not too distant future, we expect these
initiatives to convert marketing in the om  sew o M 4% g mm g M8 18
Account Department as an income source - -
in companies, rather than as an expense.

Feb-12 Aug-13 Feb-14 Aug-14 Feb-15 Aug-15 Feb-16 Aug-16 Feb-17 Aug-17
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Traditional Marketing Budget Items Decline

It's no surprise to us that the proportion of marketing spending going to traditional methods,
such as shows or print advertising, is declining. We haven't seen much value in print advertising
programs for a while, even though some publisher research continues to point to its impact.
The engineering or technical buyer seems to clearly favor online sources for their information,
as we've published in other ebooks.

i : . How digital and traditional advertising spend T CMO. ‘
While spending on tradeshows remains the largest ~  have changed over time Lcro T

p a r t O ]C a C O m p a nyIS bu d g et, Ju St b e C au S e Of th e Marketplace Growth Spending Performance | Social Media Mobile Jobs Organization | Leadership Analytics
S h eer COSt for th e m’ we do see va | ue | N th at Figure 3.5. Percent change in traditional advertising* vs. digital marketing spend in next 12 months
tra d itio n a | ta Ctic CO nti n U i n g to receive fU n d i n g —o—Traditional Advertising Spend =4~ Digital Marketing Spend
from marketing departments. We see the quality
14.7% 14.6%
B 5 o 15% e —~ —~
of trade show attendees - at the right shows - at a o e w N T,

A\A/

8.2%

rather high level, so going to those shows is worth
the high cost. Engineers and decision-makers are
only attending shows today to answer a specific ~
question, or learn how to solve a particular problem. | AR
They're no longer attending to find out what's newy, o el

because they can do that simply by going online. While a trade show lead cost is steep — at about
$300/name compared to $25/name for other marketing programs — the quality of the visitor at a
show is typically worth the cost.

5%

-0.1%
0%
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The SoDA Report also detects a decline in traditional marketing spending, with 2/3 reporting
spending on those items will either decrease or remain flat. Video, paid social and online advertising
line items will get the lion’s share of budget increases, it says.

% OF MARKETERS PLANNING BUDGET INCREASES SPENDING ON TRADITIONAL ADVERTISING
IS A MIXED PICTURE
Video Advertising (excluding social)

33% of marketers plan to increase
traditional ad budgets
Paid Social
33% of marketers plan to keep
traditional ad budgets flat
Online Display (excluding social) 34% of marketers plan to decrease
traditional ad budgets

Paid Search

Traditional Advertising
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What Are the Top Five?

As we moved through 2016 and into

201 7, we began investing more heavily Which engagement tactics were most successful
. . . . for you in 2016 in terms of generating qualified
in webinars as part of our advertising leads at the top of the funnel?

(Choose top five)

programs. A variety of surveys indicate

that's money well spent, particularly for
the engineering audience that needs 699% 629% 60% 499 439,
to learn about complex topics.

The DemandGen 201 7 StUdy |dent|ﬁes Events Webinars Legglg;git;;isng White Papers E-books
five key items that have the most
impact for programs going forward.
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Marketers Move Away From
Lead Flow As Key Metric

As mentioned on page 3, generating leads, while not trivial, is giving way for many marketing
decision-makers to a focus on programs that create opportunities and SQLs. As digital and
content programs become more routine for marketers (send an email, push to a landing page),
we're seeing response rates starting to decline. So it's more important to run digital marketing
campaigns with more advanced tools, more sophistication, than the commonplace marketers
who aren’t applying the very latest best practices to lead generation and lead nurturing.

The DemandGen survey reflects
- e A o i Rank your organization’'s demand generation
this shifting priority, as “lead quality ek iy

Ove r | ea d q U a ntlty" e m e rg eS a S th e (Ranked on a scale of 1-5 with 5 being most important)
m OSt | m po rta nt p rl O rlty fo [ th | S yea r. Generating increased lead volume

Focusing on lead quality over lead quantity

Improving the depth and accuracy of our database

Improving conversion rates/campaign results

Expanding our content library to drive campaigns

Improving our ability to measure and analyze marketing impact

Improving sales-marketing alignment

13
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Don’t Forget To Market to Millennials

Millennial engineering decision-makers are well established today,
so it's particularly important to determine the average age of your
database, and take steps to lower it. It's common for manufacturers
to see an average age in the 50s for their prospect and customer
base; leaving it there is a going-out-of-business strategy, as those
engineers will continue to retire and turn decisions over to youn s

buyers who may not be familiar with your company —
companies in different ways online.

- .
et

Marketers not only need to reach millennial buyer
in different vehicles, but they need to do so in differe
ways, with different messaging. It's not just abodt -

sending out more emails or publishing more white

papers. These buyers are seeking greater CUS’[O%‘
engagement and a deeper experience with B—r
companies they choose. In fact, customer .
engagement communities ranked in a Sirius )
Decisions study as the #3 marketing trend s ‘ e

companies are pursuing.

=g § S g

JE S A S e =
Cesror g 20 e
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Don’t Forget To Market to Millennials (continued)

Some companies are going a step further to become a“purpose-driven” organization, and sharing
that mission with their customers since research indicates Millennials prefer working with those
types of companies. Of course, younger employees find themselves more at home working for a

purpose-driven employer:

Question: What marketing trends do you plan
to implement over the next two years?

#1

Interactive content/
visual storytelling

Customer communities #2
to drive customer
Marketing for

ngagemen
engagement & mobile devices

G CoRienToR e
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Even More Numbers

Not had your fill yet of marketing stats and studies? Here are a few other key figures the B2B marketer
must keep handy:

> 0.06%

> 70% more likely to convert

> 3.5 times
more traffic

> 9x more leads

> 70% of people

> more than four times higher than other marketing formats
> sends and receives 121 emails a day

> 14.32% higher

> 18.8%, as compared to

13.1% without any personalization

16
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We are grateful to a variety of companies for supplying good work and data to help guide
the B2B marketer. These are the studies cited in this report:
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About Goldstein Group Communications

Goldstein Group Communications (GGC) creates
high impact branding and lead generation
programs for B2B companies that are seeking
more powerful ways to find and keep customers.
The agency brings an unusual combination of
corporate communications management and
engineer-level writing capability to its client
roster. With deep experience in electronics,
healthcare and industrial markets, the agency is
able to draw on its skills to articulate with impact
and clarity the technical advantages its clients
offer their customers.

GGC was founded in 1992 as a public relations
agency and today represents both entrepreneurial
and billion-dollar multi-national firms throughout
the country, with 60% of revenues coming from
clients outside Ohio. GGC combines both left-
brain analytics with right-brain creativity to
provide a powerful marketing approach that
leads to “Measurably Better Marketing!”
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