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Abstract: 
The objective of this article is to analyse the marketing practice of Hungarian 
companies. On the one hand, the role of marketing function in the company 
has been revealed, and on the other hand the relationship between 
marketing efforts and market performance has been investigated. In frame of 
the Hungarian Competitiveness Studies, 300 marketing executives were 
surveyed to rate the marketing practice of their companies, concentrating on 
branding, pricing policy, applied marketing channels and promotional 
activities. The results confirm that sophisticated marketing practice leads to 
higher business performance. 
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1. Introduction 
A great many conditions can be 

identified in an economy that can have 
effects on the practice and the 
standards of marketing. Besides these 
there are several development 
indicators, cultural and societal factors, 
which exhibit a significant dispersion on 
an international scale and can have an 
impact on marketing. These external 
factors are constantly changing and 
along with them the role of marketing 
activity alters, as well. 

In our research program called ‘In 
Global Competition’ we had the 
possibility to track these changes and 
(based on the present snapshot) to 
examine what the current situation of 
marketing practice at Hungarian 
companies was.  

Primary data for testing our 
hypotheses were collected via 
questionnaire survey among 300 

companies and within in each company 
four managers responsible for different 
functions were asked to participate. As 
far as it was possible, the company’s 
general manager, its marketing 
manager, financial manager and 
production manager administrated 
distinct questionnaires concerning their 
special field. This study focuses on data 
regarding marketing function. 

First of all, the objective of this 
article is to explore the role of marketing 
at a firm and its connections to other 
functions. Secondly, this study focuses 
on marketing tools that companies use, 
and explores the relationships between 
them and the performance of 
companies. Our focus in this research is 
the question whether the marketing 
practice of leading companies differs 
from those of laggards or not? We will 
analyse the contribution of branding, 
pricing, distribution strategy and 
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advertising policies to the performance 
of the companies involved. Throughout 
the analysis, results of the present study 
will be contrasted with the ones of the 
same research from 2004, making it 
possible to compare and to assess the 
development of marketing practice of 
Hungarian firms. 

 
2. Competitiveness Research 
The Hungarian Competitiveness 

Research Center conducted its first 
research in 1996 and since then it is the 
fourth time that similar method and 
questionnaire have been used to 
assess the competitiveness of 
Hungarian companies. The main goal of 
these research projects is to investigate 
how strategies and operations of 
companies contribute to their 
competitiveness in the global economy. 

As we are dealing with 
competitiveness research in case of 
companies, the need for an integrated 
understanding of the concept is rather 
important. The definition that we 
accepted states as follows: “Firm 
competitiveness is offering products to 
consumers in a way that consumers be 
willing to pay a price for those products 
which ensures higher profitability for 
them than competitors enjoy, while 
observing social norms” (Chikán and 
Czakó, 2009, p. 78.) However, in the 
literature there are some attempts to 
integrate the antecedents of this 
concept into the definition. Because of 
its complex modes of action, these 
attempts had been less fortunate. The 
factors influencing each other and their 
contribution to competitiveness cannot 
be commonly defined. On the other 
hand, because of the dynamic nature of 
this system, it is difficult to mark on 
which of the corporate processes we 
should focus on with our analysis. The 
investigation of the Competitiveness 
Research Center therefore concentrates 
on the wide variety of corporate 
processes, which enable us to analyse 

the impact on the performance in 
separate and parallel ways. 

Data collection was carried out 
between May and November 2009 and 
a 13% response rate was achieved. In 
frame of our research, questionnaire-
based interviews were conducted with 
300 companies and within each 
company managers responsible for four 
organizational areas (the CEO, 
marketing, financial and production 
executives) answered separate 
standardized questionnaires. Two thirds 
of the sample consisted of companies 
with more than 50 employees since 
some of the research questions were 
only relevant for them. 

As the data collection in 2009 was 
the fourth phase of the research series, 
we had the opportunity to compare the 
current results to the previous ones. For 
this comparison we used primarily data 
from 2004 however it is worth noting 
that the two samples of companies in 
frame of the multiple-cross sectional 
research slightly differ in terms of 
composition as firms with less than 50 
employees were measured only in the 
last research phase in 2009. 

The questionnaire used in the 
research also included questions 
regarding general characteristics of 
companies besides the ones inquiring 
their marketing practices. In our 
analysis we concentrated on size, 
ownership, export orientation, market 
concentration and ability of reacting to 
market changes. Table 1 describes the 
firms investigated and summarizes the 
distribution of these attributes. 

In our investigation we 
characterize the corporate performance 
with an artificially created variable which 
has three levels: laggards, average 
performers and leaders. We formed this 
variable based on characterizations 
given by senior managers of their own 
company. In this characterization they 
determined the performance of the 
company compared to the industry, 
based on profit, return of investment, 
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market share, technology level, 
management and aspects of product 
quality. Using cluster analysis the three 
groups mentioned above were found in 
the following distribution: 24%, 41% and 
35% (Appendix 2 provides more 
details). The questionnaires contained 

mainly 5-point Likert-scales and 
relationships were explored by applying 
ANOVA tests comparing means of the 
evaluations. Our main dependent 
variable throughout the analysis was the 
generated performance variable 
mentioned above. 

 

Table 1 
The characteristics of companies in the sample 

  n %  

Companies lagging behind 65 24% 

Average performers  114 41% 

Performance 
groups 
(Appendix 2) 

Leaders 96 35% 

 Total 275 100,0% 

Small 210 70% 

Medium 69 23% 

Company Size 
(Appendix 1) 

Large 21 7% 

 Total 300 100,0% 

Majorly domestic state ownership 27 10% 

Majorly domestic private 
ownership 199 73% 

Ownership 

Majorly foreign ownership 46 17% 

 Total 272 100,0% 

No export activity at all 135 52% 

Low level of export 65 25% 

Medium level of export 36 14% 

Export 
orientation 

High level of export 25 9% 

 Total 261 100,0% 

Concentrated market 65 35% 

Moderately concentrated market 72 39% 

Market 
concentration 

Fragmented market 48 26% 

 Total 185 100,0% 
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3. The perceived role of 
marketing in corporate success 

The role of marketing function has 
been investigated since the emergence 
of the concept (Bund et al., 1957). This 
continuous interest has resulted in 
several researches that proved the 
importance of marketing function in 
company performance (Webster, 1992; 
Sarkees et al., 2010; Cespedes,1990; 
Conant et al., 1990; Harrison et al., 
2007; Homburg et al., 1999; Menon et 
al., 1996; Moorman and Rust, 1999). 
On the basis of these researches, it is 
rational to assume that the corporate 
function, which is the most closely 
related to the market, is also the most 
important one. Based on this 
assumption our first research question 
was whether the perception of the firms’ 
managers was consistent with this view, 
and whether there is a difference in the 
perception of the different areas? 

 
3.1. The overall assessment of 

the role of marketing 
According to the surveys 

conducted by the Competitiveness 
Research Center, commercial and 
marketing activity had always been 
considered one of the most important 
corporate functions by senior and 
marketing executives. In a survey 
performed five years before it was 
ranked 4th among the factors examined 
by marketing executives, just as it 
appeared in the survey conducted in 
2009 (Appendix 3.). It was an 
interesting result that senior executives 
(general managers, executive 
managers) considered the marketing 
function more important than marketing 
executives because they ranked it 3rd 
right before cost management. It is also 
worth mentioning that sales similarly to 
the results obtained 5 years before, was 
considered the second most important 
field after senior management. The 
sales function is closely related to the 
marketing activity of the company and in 
practice often providing the sales 

function is the most important task of 
marketing departments. These results 
are in accordance with the results of 
Homburg et al. (1999), who found that 
marketing and sales are relatively 
influential compared to other roles 
within the company. In particular 
marketing is the most influential function 
in terms of strategic direction. 

Compared to the situation five 
years ago, there also happened some 
small changes in the evaluation of 
functions regarding ranking, however 
the most important ones have not 
changed. Mostly the importance of the 
accounting field has risen by six 
positions. Payroll management and 
logistics have improved by three, 
finances and the handling/controlling of 
stored goods by two positions in the 
ranking. 

Compared to the situation from five 
years ago marketing executives now 
give less importance to research & 
development, which was rated fourth in 
the ranking. This function occupies the 
last position in the present ranking. 
Strategic planning, controlling and 
quality assurance have also dropped by 
three positions. 

In total we can summarize that the 
decreased importance of these areas is 
due to the appearance of the crisis 
because for at least some of the 
companies the survival is the main goal, 
therefore corporate functions with a long 
term impact gain relatively less priority. 

 
3.2. The relationship of 

commercial and marketing functions 
with other corporate areas  

According to the marketing 
concept in the coordination of corporate 
functions, market orientation has to 
prevail therefore marketing must have a 
greater impact on other corporate 
activities (Kotler and Keller, 2011). We 
examined how marketing executives 
see this to prevail within their own 
companies. 
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Among the results the most 
conspicuous one is that marketing 
function practically has the same impact 
on other corporate functions as these 
on the marketing function (Table 2). In 
practice this interdependence is 
reciprocal. 

Marketing is connected mostly with 
production and least with research & 

development (R&D). We might conclude 
that it is probably a Hungarian 
peculiarity that research & development 
activities of multinational companies are 
not carried out in Hungary therefore it is 
not development but production by 
which Hungarian marketing activity is 
affected the most. 

Table 2 
The reciprocal impact of marketing and other corporate functions according 

to marketing executives 

 
Impact of marketing 

function on other 
functions (mean) 

Other functions impact 
on the marketing 
function (mean) 

Differen
ce 

Production 3.84 3.84 0.00 
Finance 3.40 3.66 -0.26 
Logistics 3.29 3.38 -0.09 
Information-
management 3.27 3.32 -0.05 

Human resources 3.13 3.10 0.03 
R & D 2.98 2.93 0.05 

Scale: 1 – the effect is negligible; 5 – the effect has a determining nature 
 

Although the relationship between 
marketing and R&D seems to be poor in 
case of Hungarian companies, it is 
evident that leading companies’ 
marketing efforts have higher impact on 
R&D. This can imply that in the case of 
leading companies the 
commercial/marketing function 
influences the trend of R&D on a 

greater than average scale. This result 
confirms the commonly accepted 
principle that cooperation between 
commercial/marketing and R&D 
functions allows a higher level customer 
demand satisfaction thereby it can 
increase the market performance of the 
company (Table 3). 

 
Table 3 

The effect of the commercial and marketing function on the company’s R&D 
activity based on corporate performance 

Performance Impact of the marketing function on the 
company’s R&D activity (Mean) 

Laggards 2.85 
Average performers 2.69 
Leaders 3.39 
Total 2.98 

p < 0.05; Scale: 1 – the effect is negligible; 5 – the effect has a determining nature 
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4. The effect of marketing 
tools on competitiveness 

Having discussed the perceived 
role of marketing function within the 
organisation, we now go on to reveal 
the extent to which marketing tools 
influence their market success. The 
effects of the marketing mix elements 
on brand equity were explored by Yoo 
et al. (2000). The research investigated 
five marketing mix activities and proved 
that frequent price promotions have a 
negative effect on brand equity, while 
high advertising expenditure, high price 
and high distribution density are 
examples of brand building activities.  

From the items of the marketing 
mix we will highlight branding, pricing 
principles, the type of distribution 
channels used and advertising activity. 
These tools make an essential 
contribution to the efficiency of 
marketing work and based on our prior 
assumptions also to the corporate 
competitiveness. 

 
4.1. The branding practice of 

companies 
Brand management is a 

determining area of product policy, 

which also helps to make products 
distinctive. The extent to which the 
company uses the toolset of branding 
strongly influences its efficiency in 
competition (Simon and Sullivan, 1993). 
This is even more accurate in case of 
consumer markets however its effects 
can be detected also in case of 
business customers (Kotler and 
Pfoertsch, 2006). Contrary to our 
expectations, the situation which was 
found five years ago has not changed 
by the growing spread of branded 
products but exactly the opposite way. 
The proportion of companies which 
produce dominantly branded products 
(which distribute branded products in a 
proportion of 90-100%) has dropped 
from 35% to 21%, while the proportion 
of companies which distribute 
predominantly non-branded products 
(which distribute no-branded products in 
a proportion of 0-10%) has risen from 
34% to 43% (Figure 1). There can be 
more factors behind this drop, inter alia 
the tendency that companies produce 
private label products as suppliers, 
instead of producing their own branded 
products

 

43%

36%

21%

34%

31%

35%

0% 10% 20% 30% 40% 50%

0-10%

11-89%

90-100%

2004
2009

 
n (2004) = 185 ; n (2009) = 204   

Figure 1. Share of branded products on the most important market of the 
company 
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The practice of branding is most 

common in case of companies with 
foreign ownership, obviously because of 
the more sophisticated application of 
marketing. State-owned companies are 
profiting the least from the opportunities 
of branding. 

Not only the ownership, but also 
the sector can significantly influence 
branding practice. Based on common 
considerations (Kotler and Keller, 2011) 
we can assume that in those sectors 
where the amount of undifferentiated 
mass products is significant, branding 
gains less emphasis than on 
differentiated product markets. 
Accordingly the proportion of branded 
products has to be smaller in the 
agricultural and construction industries 
than in the manufacturing, engineering, 
commercial and services industries. 

Based on the data we can state that the 
extractive, energy, construction and the 
agricultural industries use the possibility 
of branding the least while commerce, 
chemical and engineering industries use 
it the most. When branding is used as 
kind of a marketing-benchmark, 
marketing gains a greater importance in 
these industries. 

From the point of view of our focus 
of analysis, it is important to examine 
the connections between branding 
practice and corporate competitiveness. 
Table 4 shows that „leaders” carry on a 
much significant branding policy, than 
“laggards” and “average performers”.  
Companies which pursue stronger 
branding can achieve better market 
positions in the course of competition 
(Table 4). 

 
Table 4 

The relationship between branding and market performance 

Performance 
 

Share of branded 
products in the product 

mix (%) 
Market share of the most 

important brand (%) 
Laggards 34.2 14.8 
Average 
performers 

35.6 19.1 

Leaders 46.9 24.6 
Total 38.8 20.0 
n = 194, 181; p<0.05 
 

The results indicate that 42% of 
the companies do not have any branded 
products while in our research 
conducted 5 years ago only 33.7% 
could not mention a branding strategy 
followed. Before discussing the analysis 
of brand types, we should take a look at 
which companies do not use branding 
at all. By sectors it is probably not 
surprising that these cases can be 
primarily found in the agricultural (72%), 
extractive (75%) and construction (71%) 
industries. It is a more interesting result 
that services use branding relatively 

seldom (55% of them do not brand). 
This is probably due to a fragmented 
supply structure, which is typical of the 
significant part of these companies, 
therefore branding would be a 
significant investment. The most 
powerful branding can be found in the 
commerce industry where only 22% of 
the companies declared that they do not 
use any kind of branding strategies. 
This obviously does not mean that they 
apply their own brand name, but the fact 
that in their product range branded 
products gain a major role. This 
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supports our assumption that it is typical 
of trade companies to distribute 
„branded products of other companies” 
to much greater extent (42%) than the 
total sample (20.8%). 

Concerning branding strategies, 
different types of branding can be 
followed. In our analysis based on 
literature (Keller et al., 2012) four types 
are differentiated: corporate branding, 
product branding, corporate and product 
branding, co-branding. 

In case we reduce our focus of 
analysis to branding strategies of those 
companies which apply any kind of 
branding, we can avoid bias produced 
by data of the companies which do not 
do branding. Therefore our sample size 

for the next part of the analysis will be 
138 companies.  

Based on this data we can state 
that more than 50% of the sample 
companies use their own company 
name as an independent brand (Table 
5), while the practice of independent 
product branding is typical for nearly 
third of the sample. The co-use of the 
corporate brand and the product brand 
is quite rare (18.8%), as well as 
common branding (11.6%). During our 
further analysis we are going to seek 
answers to the question whether 
different branding practices could differ 
along the companies’ characteristics, 
competitiveness and their market 
conditions. 

 
Table 5 

The distribution of branding strategy types of the analysed companies 
Branding strategy % 
Corporate branding 52.9 
Product branding 35.5 
Corporate and product branding 18.8 
Co-branding 11.6 

  n = 138 
 

As for the branding strategies, 
corporate brand usage is a preferred 
marketing tool primarily in case of food 
manufacturers and service providers 
while product branding is more common 
in the engineering, chemical and light 
industries. 

An important condition of applying 
marketing tools is measurement. There 
is a possible measuring point of 
branding efficiency which is brand 

value. In this respect, the questionnaire 
filled out by financial executives 
contains information. The number of 
companies which deal with measuring 
their own brand value consists 26% of 
the sample. Within the group companies 
which also use this information in the 
decision process can be separated. 
They already give only 13.6% of the 
sample (Table 6). 

 
Table 6 

The proportion of companies measuring brand value 
Brand value measurement % 
Do not measure it 73.6 
Do measure it 12.7 
Measure it and use it in decisions 13.6 
n = 220 

  
Having examined this part of the 

sample thoroughly, we observe that 
companies measuring brand value can 

be described mostly by their efficiency 
in competition, namely competition 
leaders use brand value measurement 
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to a much greater extent than average 
performers (Table 7). Very few laggards 
apply brand value measurement. On 
this basis it can be concluded that brand 
value measurement is an important step 

in ensuring competitiveness: companies 
which are able to create, consciously 
manage branded products and measure 
their efficiency, can gain significant 
competitive advantage. 

. 
Table 7 

Relationship between the existence of brand value measurement among 
branded product owner companies and the market performance 

Performance Measuring brand value 
(%) 

Laggards 16 
Average performers 42 
Leaders 46 
Total 38 
    n = 108, p < 0.05 

 
4.2. Pricing 
Company pricing is one of the 

most direct sources of corporate 
profitability, and thereby of 
competitiveness as well. In the 
interpretation of competitiveness not 
surprisingly price paid by consumers 
leading to profitability is an integral part 
of the concept (Chikán-Czakó, 2009). 
Colloquially speaking, by competitive 
prices we understand lower prices. But 
by our definition of competitiveness, 
regarding prices, concentrates on 
higher profitability. As it can be seen in 
Figure 8, the prices of leading 

companies are not lower, but they even 
have higher price ranges. These results 
reinforce the findings of Yoo et al. 
(2000) that higher prices lead to 
stronger brands which results higher 
profitability. 

On the one hand, this can mean 
that they have the quality and customer 
relations by which they can enforce their 
prices on the market. On the other 
hand, it can also mean that these 
companies have more room regarding 
pricing therefore they can react in a 
better way to market challenges.

 
Table 8 

Relationship between the market performance and the price level of its main 
product/service compared to competitor (%) 

 Price level (%) 
Performance Low  Medium High  
Laggards and average performers 15,3 76.4 8.3 
Leaders 7,8 70.1 22.1 
Total 12,7 13.3 14.0 
n = 236; p<0.05 
 

The simplest way of pricing is cost-
based pricing because companies 
usually have the appropriate data for it. 
Earlier results indicate however that 
corporate managers are aware of the 
importance of prices, but they still would 

not choose to use more complex, skill-
requiring pricing methods. Based on the 
pricing practice analysis of 77 industrial 
companies Ingelbleek et al. (2003) 
concluded that the success of new 
products can be facilitated if the 
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company forms the price of the product 
using the perceived value of the 
customers. This effect is particularly 
strong in a lowly competitive 
environment and greater product 

advantage. They advise that competitor-
based pricing should be used on 
markets where product differentiation 
prevails.

 
 

Table 9 
The average proportion of the usage of information during pricing at 

companies 
Pricing strategy % 
Costs 55.3 
Competitors’ price 23.2 
Customers’ reservation price 21.5 
n = 252 

 
Companies in our sample primarily 

rely on their costs when determining the 
prices (to an average extent of 55.3%), 
while they take the other two factors into 
account to a smaller extent (Table 9). 
According to our analysis, however, this 
does not influence corporate 
performance despite the fact that 
averagely higher proportion of laggards 
makes decisions on the basis of costs, 
although this difference is not 
statistically significant. 

In recession time it is price-based 
marketing tools which come into 
perspective, therefore the possibility of 
price war-like phenomenon increases. 
However it’s interesting to see that 
companies primarily react to such 
activities of their competitors not by 

price-based means (Table 10). The 
application of price campaigns and 
promotions come in the row only after 
communication and quality 
improvements of additional services. 

Among companies based on 
performance groups, only in one 
instance, in case of applying the above 
mentioned price promotions was 
possible to detect a significant 
difference. The laggard companies 
intend not to apply this tool the main 
cause of which could be the fact that 
among leading companies as we have 
already seen there are generally in a 
higher proportion those which sell their 
products in higher price categories 
therefore they can manoeuvre in 
discounts. 

 
Table 10 

The probability of answer given to possible price-related challenges of 
competitors 

Price related answers to competitors price cut Mean 

We try to strengthen the advantage/prestige of the 
product/brand, and – as a result – to defend it 3.57 

We defend by raising the standard of additional services 3.42 

We try to offset this effect with price-discounts and promotions 
until a certain level 3.36 

We try to reduce its effect with rapid product innovation 3.08 
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If necessary, we enter into an open „price war” 2.81 

We don’t react because thanks to our former activity our 
customers are not flexible to our competitors’ price discounts 2.33 

We don’t react, we tolerate the losses 2.12 
n = 252-256; Scale: 1 = not likely at all, 5 = very likely 
 

4.3. Distribution channels 
It is an important part of a 

company’s marketing activity where and 
on how many points it allows access to 
its products. Research results suggest 
the importance of this element of the 
marketing mix, also pointing out that in 
many cases the formation of distribution 
channels affects the performance of the 
marketing activity (Ataman et al., 2010; 
Bronenberg et al., 2000). 

During the competitiveness 
research the importance of distribution 
channels was analysed from different 
viewpoints from which we emphasize 
the role of distribution intensity. 
Distribution is intensive when products 
and services are placed in a large 
number of stores or in different access 
points. The distribution strategy of a 

company depends on several factors 
but we find probable that the more sales 
points it sells its products, the more 
consumer oriented it can be considered. 
At the same time we assume that it will 
perform better in the competition 
(Ataman et al., 2010). We tested this 
hypothesis in two ways: on the one 
hand we analysed the access points 
relative to competitors and on the other 
hand by the company’s own sales 
possibilities. Our respondents assessed 
whether their competitors could be 
characterized by a more powerful sales 
activity than the company surveyed. 
From the results we can state that in 
most cases the number of sales points 
is the same, but leading companies 
provide more access points to their 
products for their customers (Table 11).

 
 

Table 11 
How many access points does the company’s product/service have compared 

to its competitors (%) 
 Access points compared to the competitors (%) 
Performance Less  Same number  More  
Laggards 30.0 54.4 15.8 
Average performers 8.0 72.0 20.0 
Leaders 8.0 63.6 28.4 
Total 13.1 64.9 22.0 
n = 245; p<0.01 
 

If we also analyse what distribution 
channels they choose, it can be outlined 
that their own corporate sales have a 
crucial importance followed by 

wholesale and retail. The use of agents 
and other non-physical channels gains 
lower importance in the sales strategies 
of Hungarian companies (Table 12). 
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Table 12 
Specific distribution channels in the process of delivering products/services 

to end-users 
Distribution channel Mean 
Through own sales office 3.37 
Through wholesalers 2.91 
Directly through retailer 2.69 
Own agent network 2.31 
Through external agent 2.15 
Direct sales-DM 1.80 
Telemarketing 1.69 
E-commerce 1.94 
n = 244-254; Scale: 1-not typical at all, 5-very typical 

 
The type of the chosen distribution 

channel can be influenced by several 
factors (customer composition, sector, 
nature of product etc.)  However, the 
decision regarding the number of ways 
in which the company can reach out to 
the customers can be more likely the 
specific feature of marketing activity 
standards. Summarizing the different 
types, we get an aggregated value with 
the help of which we can characterize 

how many intermediaries the company 
uses in order to get to the final 
customers.  

Our preliminary assumption is that 
the more types are used, the more 
successful the company gets in the 
competition. This assumption has been 
confirmed as there is a significant 
relationship between the two variables 
(Table 13). 

 
 

Table 13 
The effect of the diversity of distribution channels on the company’s market 

performance 
Performance Diversity of distribution channels* 

Mean 
Laggards 17.0 
Average performers 18.8 
Leaders 19.8 
Total 18.7 

(*variable created by summarizing the values of distribution channels) 
n=178, p<0.05  

 
Bauer and Agárdi (2011) showed 

that regarding distribution channels 
companies can be characterized in four 
ways. Companies using:  

- their own sales office, 
- wholesalers and retailers, 
- agents or, 
- non-physical channels.  
We investigated weather 

companies vary in their market 
performance across these four channel 

types. We came to the conclusion that 
significant association can be identified 
only along the fourth one that is in case 
of usage of non-physical channels. In 
this context we can conclude that 
leading companies are those who 
strongly use these distribution channels 
(Table 14). This also can be an 
opportunity for companies because this 
way their competitiveness can increase.  
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Table 14 
The effect of the usage of non-physical channels on market performance 

Performance Non-physical channels* 
Mean 

Laggards 3.5 
Average performers 3.9 
Leaders 4.6 
Total 4.0 

(*average of DM, telemarketing & e-commerce) 
n = 180; p<0.05 

 
4.4. Advertising activity of 

companies 
The main function of advertising is 

to build brand equity through product 
differentiation (Boulding et al., 1994). 
There are several evidences that 
advertising does build brand equity 
(Villarejo-Ramos et al., 2005) and thus 
increases firms’ profitability.  

Advertising activity can be 
measured in several ways. In our 
research we analyse changes in the 
companies’ advertising expenditure, 
their applied principles behind 
determining advertising budgets and we 
also analyse how advertising costs are 
split between different cost-centres. 

Based on the results we can state 
that compared to our survey conducted 

five years ago, advertising budgets in 
terms of revenue increased significantly 
(Figure 2). This, of course, can be 
explained by the combined effect of two 
factors, namely the actual amounts 
spent on advertising and sales decline. 
Despite this growth of their advertising 
budget, companies participating in the 
research feel that proportionately they 
spend less on this field than their 
competitors. This obviously perceptual 
difference occurs in a significant way in 
all our prior competitiveness analyses; 
therefore we can state that the 
perception of corporate marketing 
professionals regarding competitor’s 
advertising expenditure is systematically 
distorted. 
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2004: n own = 238, n competitor = 142; 2009: n own = 215, n competitor = 148 

 
Figure 2. Advertising expenditure as a percentage of the revenue 
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The proportion of companies not 
spending at all on advertising is 9.3% 
and those stating the minimum amount 
(1% or less) account for 41% of the total 
sample. This indicates that in case of 
many companies advertising has not 
been incorporated in everyday practice, 
even if we define the term of advertising 
expenditure very broadly (advertising, 
sales promotion, direct marketing, 
sponsorship). So, not only do they not 
spend on TV or newspaper ads (which 
are not adequate tools for many 
companies) but they do not even try to 
communicate with their customers in 
any way (regardless whether they are 
active in the B2B or B2C markets). 

We investigated which companies 
are more active in terms of advertising 
and in conclusion we can state that 
bigger, more active and successful 
companies have a more significant 

advertising activity (Table 15). This 
confirms our prior assumption that the 
proper application of marketing practice 
is an important condition of remaining 
competitive and of achieving the leading 
position. 

We also made another interesting 
observation in the process of our data 
analysis: less competitive companies 
and those who are less able to keep up 
with market changes also perceive that 
they have smaller advertising 
expenditure than their competitors. As 
we have already highlighted, estimating 
the competitor’s advertising expenditure 
is purely perceptual therefore we can 
conclude that companies feel the 
problem of not spending on advertising 
and probably this is why they feel that 
their competitors with larger budget gain 
competitive advantage. 

 
 

Table 15 
 Relationship between performance and average advertising expenditure as a 

percentage of revenue 
 Advertising expenditure as a percentage of revenue (%) 
Performance Company’s expenditure Competitor’s expenditure 
Laggards 3.6 7.0 
Average 
performers 7.5 8.0 

Leaders 8.8 9.8 
Total 7.0 9.0 

n = 204; 142 
 

Online communication which was 
not measured last time probably had an 
effect on the decrease of advertising 
expenditure in traditional media. This 
effect was strengthened by the fact that 
media costs have decreased 
significantly during the last few years, 
and corporate appearance has become 

cheaper. Compared to the results of 
previous competitiveness researches, it 
was this research in which it appeared 
for the first time that production costs of 
advertisements exceeded advertising 
placement costs. Sums spent on sales 
promotion campaigns also have 
dropped by 5 per cent (Table 16).  
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Table 16 
Distribution of advertising budget by type of expenditure 

Type of expenditure 2004 2009 
Advertising production costs 23.2% 26.1% 
Media costs 27.0% 22.4% 
Sales promotion production costs 17.0% 15.8% 
Sales promotion costs  18.7% 13.3% 
Sponsorship 10.0% 9.6% 
Public service activities 4.2% 3.7% 
Online - 9.3% 
n (2004) = 239; n (2009) = 207 
 

In our sample we could identify 
210 companies using some kind of 
online communication tools. Their vast 

majority (92.9%) runs a website and 
almost half of them do not use any other 
online communication tool (Table 17). 

 
Table 17 

Usage of online tools 

On-line tools Uses it Uses only this 
Website 92.9% 41.4% 
Targeted emails 51.9% 3.3% 
Other online tools 22.4% 0.0% 

n = 210 
 

A relatively high proportion of the 
companies (51.9%) applies targeted 
emails and a smaller proportion of them 
(22.4%) uses other online tools, as well 
(e.g. online campaigns, blog, chat, web 
2.0 applications etc.). Today online 
presence has become widely accepted 
among companies, however, it primarily 
means the usage of websites 

 
5. Summary 
Marketing is considered by 

company executives as one of the key 
areas in achieving market success. 
Both senior managers and marketing 
managers attribute major importance to 
the company’s sales and marketing 
activity. The relationship of the 
marketing department with other 
departments can be mainly 
characterized mutual and the 
interdependence between them has 
been considered similarly by the 

companies. The interdependence 
measured by some of the functions can 
show some differences: the strongest 
relationship was measured in case of 
production, while R&D activity 
presented the weakest. In case of 
leading companies, however, their R&D 
activity is led by marketing to greater 
extent. 

When examining marketing tools 
we discussed the branding practice of 
the companies and based on the results 
we can state that the market share of 
branded products has decreased a bit in 
the last years. Nevertheless it can be 
observed that the best performing 
companies have a much more 
significant branding practice. In their 
case the product brand, the corporate 
brand and the two together appear in a 
higher proportion than in case of other 
companies. The application of an even 
more conscious brand management 
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carries an even bigger potential. It is an 
example of this that while almost half of 
somewhat successful companies follow 
the development of their brand value, in 
case of laggards only 1 out of 6 
proceeds the same way.  Regarding 
pricing, leading companies are typically 
present on the market with higher prices 
which can give them more room in 
using price-based tools in competition. It 
is an interesting result of our analysis 
that while distribution channels typically 
do not differ by performance groups, the 
number of used distribution channels 
already shows significant differences. 
Competition leader companies offer 
their products/services at much more 
sales points then the laggard ones. 

About the advertising activity of the 
companies we can say that average 
performers and leaders can be jointly 

characterized by a somewhat different 
approach to communications than the 
laggards.  The former group of 
companies perceives to smaller extent 
that they spend less on advertising than 
their competitors and they can be 
characterized by more complex 
controlling mechanisms. It can also be 
stated that regardless to market position 
the importance of online communication 
is stronger. 

Based on the analysis of the effect 
of companies’ marketing activity on 
competitiveness, we can conclude that 
leading companies are characterized by 
a much stronger activity regarding the 
usage of every marketing tool. 
Therefore, corresponding with our 
assumptions we can state that 
marketing really contributes to corporate 
competitiveness. 
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APPENDICES 
 

Appendix 1: Firm size characteristics – category boundaries 

Categories: Size by 
number of 
employees 

Size by asset value Size by revenue 

Small 
company 

 
0- 49 

employees 

< 10 million euros 
(< 2.65 billion HUF) 

< 10 million euros 
(< 2.65 billion HUF) 

Medium 
company 

 
50 – 249 

employees 

Between 10and 43 
million euros 
(between 2.65 and 
11.395 billion HUF) 

Between 10 and 50 
million euros 
(between 2.65 and 
13.25 billion HUF) 

Large 
company 

 
more than 

250 
employees 

≥ 43 million euros 
(≥ 11.395 billion HUF) 

≥ 50 million euros 
(≥ 13.25 billion HUF) 
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Appendix 2: Company performance 
 

Grouping by company performance was made by rating provided by the top 
management. In question below we requested top managers to rate their company 
in relation to their industry average, furthermore, (in case of multiple industries) to 
the performance of their most important industry. (1 – deeply under industry 
average; 2 – somewhat below industry average; 3 – similar to industry average; 4 – 
somewhat above industry average; 5 – leading the industry) based on the following 
aspects: 

a) Return on sales 
b) Return on investment 
c) Market share (based on sales revenue) 
d) Technological level 
e) Management performance 
f) Product/Service quality 

 
Based on the data collected, more than 90% of the companies could have been 
categorized. After cluster analysis the following three groups have been 
determined: 

Laggards: With a better-than-average level of product quality and management 
within the internal industry they can be characterized by a somewhat below the 
average technology level and below the average market share and financial 
performance. 

Average performers: This group is characterized by an above the average product 
quality, management and technology level, an average level of market share and an 
above the average profitability. 

Leaders: This group has an above the average performance in every examined 
performance trait. In the opinion of the managers mostly product quality, 
management and technology level are outstanding from the industry average. 
Regarding market share the advantage is less and regarding profitability it is felt 
even less by the responding managers. 

Table 15 summarizes the distribution of the sample and the traits of the 
performance clusters based on the given variables. 

Mean values across performance clusters 

Cluster Laggards Average 
performers Leaders Total 

Number of 
companies 65 114 96 275 

Distribution 
(enrolled %) 23.6% 41.5% 34.9% 100.0% 

 Mean values: 
Product quality 3.65 3.36 4.63 3.78 
Management 3.17 3.31 4.24 3.60 
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Technology level 2.89 3.4 4.13 3.53 
Market share 2.25 3.04 3.83 3.13 
Return on sales 2.26 3.11 3.53 3.06 
Profitability of capital 2.09 3.18 3.63 3.08 

Total  2.72 3.23 3.95 3.36 
 
We emphasize the fact that the rating of performance items was based not on 
objective factors but on the managers’ self-assessment. Previous experiences show 
that in case of financial factors, which are measurable in a simpler way, self-
assessment is more precise than in case of the more subjectively interpretable 
quality and resource level factors. Answers also could reflect the interdependence 
between different competition factors: the level of quality, management and 
technology can ground market efficiency and financial performance (however we 
cannot necessarily conclude it). 
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Appendix 3: The weight of the corporate areas from the perspective of 
company success according to the judgment of marketing executives. 

 
  2004   2009  

Activity area n Mean St. dev. n Mean St. dev. 

Top management 288 4.82 0.44 241 4.59 0.67 

Sales 283 4.43 0.84 235 4.34 0.86 

Cost management 284 4.21 0.92 236 4.23 0.79 

Commerce/Marketing 282 4.17 1.00 236 4.20 0.95 

Production 272 4.11 1.15 233 4.20 1.09 

Acquisition 285 3.88 0.97 232 4.08 0.92 

Finances 286 3.72 0.95 235 4.03 0.88 

Payroll management 284 3.63 0.98 235 4.02 0.87 

Quality assurance 284 3.89 1.03 232 3.89 1.03 

Accounting 284 3.43 1.04 236 3.86 1.01 

Strategic planning 279 3.80 1.12 234 3.84 1.04 

Inventory 
management 277 3.47 1.11 235 3.74 0.99 

Human resources 
management 282 3.61 1.04 235 3.71 0.99 

Logistics 278 3.42 1.06 230 3.67 1.05 

Information 
management 277 3.43 1.11 234 3.52 1.12 

Controlling 275 3.49 1.03 228 3.44 1.13 

Organizational 
development 276 3.14 1.03 228 3.09 1.21 

Research & 
development1 283 3.67 1.13 229 2.83 1.35 

 
n (2009) = 228-236; n (2004) = 275-288; Scale: 1 - less significant, 5 - crucial 
 
 
 


