MARKETING ANALYTICS MARKETING MIX MODELING

Introduction to Marketing Mix Modeling
Definition:

Marketing Mix Modeling (MMM) is a statistical approach used to measure the impact of marketing
activities on sales and other key performance metrics, while accounting for external factors like seasonality,
competition, and economic trends.

Purpose:
« Quantify the contribution of each marketing channel (TV, digital, radio, social media, email, etc.) to
overall sales.
* Optimize marketing budget allocation across channels.
Importance:
 Helps marketers make data-driven decisions about channel investment.
» |dentifies underperforming channels and high-impact initiatives.
Example: A FMCG brand uses MMM to determine how TV ads, social media campaigns, and in-store

promotions contribute to monthly sales.
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Key Components of MMM

» Dependent Variable:

« Sales, revenue, or other performance metrics the model aims to explain.
» Independent Variables:

« Marketing spend across channels (TV, digital, print, promotions).

« External factors like seasonality, holidays, weather, and competitor actions.

» Modeling Approach:
« Regression-based analysis (linear or non-linear).

« Advanced models may include machine learning (random forests, XGBoost) for better accuracy.

» Output Metrics:

« Channel ROI, elasticity, incremental sales contribution, and diminishing returns.
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Steps in conducting MMM

Data Collection: Aggregate historical data on sales, marketing spend, pricing, promotions, and external
factors.

Data Cleaning & Preprocessing: Handle missing values, normalize variables, and align time periods.
Model Building: Use regression techniques to link sales to marketing and non-marketing drivers.
Validation: Test the model with holdout periods to ensure accuracy.

Insights Generation: Calculate incremental sales, ROl per channel, and optimal spend levels.
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Channel Effectiveness Analysis

Elasticity Measurement:

* Quantifies how a 1% change in channel spend affects sales.

* Helps identify channels with the highest impact on revenue.
Incremental Contribution:

 Determines how much of sales growth is attributable to each marketing channel.
Budget Optimization:

* Allocate more resources to high-ROI channels.

 Reduce spend on channels with low or diminishing returns.

Example:

« MMM reveals that digital ads generate 3x ROl compared to print, suggesting a reallocation of marketing

budgets.
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Benefits of MMM:

« Data-driven optimization of marketing spend.

« Ability to simulate “what-if"” scenarios for future campaigns.Improves accountability and transparency
in marketing decisions.
Strategic Applications:
 ldentify synergies between channels (e.g., TV driving online search).
« Plan seasonal campaigns effectively.
« Justify budget allocation to senior management with quantitative evidence.
Takeaway: Marketing Mix Modeling enables organizations to maximize channel effectiveness, boost ROIl, and

support strategic, data-driven marketing decisions.
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