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a guide to planning and preparing
a high-growth marketing budget







BUILD ABETTER
B2B MARKETING BUDGET

Follow our proven planning process and budgeting best practices
to figure out how much to spend on marketing, where to allocate your marketing budget
and how to build a strong business case for budget approval.
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allocate investments
across the entire marketing mix

present a business case
for marketing budget approval

optimize spending
on a monthly and quarterly basis



As budgeting season approaches, it's time to begin thinking about how marketing will contribute to
next year's operating plan. But if your budget isn't built to support your company’s growth objectives,
your core marketing investments could be seen as irrelevant and unnecessary expenses.
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Depending on company size, the budgeting process typically begins in the fall, often in October
and November, in order to present to the Board of Directors for approval by the end of the year.
While a small startup might wait until December, larger tech companies might begin the process
as early as September to allow time for revisions to the plan if the Board has different priorities.

The first place to start is by reviewing last year's budget. It's good practice to establish a baseline
of what marketing investments have already been made — if any. But resist the temptation to simply
adjust previous line items up or down. Last year’s budget probably won't be sufficient, if you're
preparing to launch new products, build brand awareness or expand distribution channels.



LOOK AT BUDGET RATIOS FROM THE TOP DOWN
The most common “top down” formula for creating a marketing budget is percentage of revenue.
While established tech companies in mature markets typically spend 5-10% or less on marketing,
according to IDC, smaller, fast-growing companies might budget 10-20% of revenue or more,
depending on industry, competition, amount of capital raised and how aggressive their plans are.

BUILD A BUSINESS CASE FROM THE BOTTOM UP

You'll also need to build a “bottom up” business case to support your marketing plan and
budget allocations. Whether the financial operating plan calls for 30% or 300% growth, you'll
need to demonstrate how each marketing investment translates into more leads and pipeline
opportunities, based on incremental revenue targets, average deal size and lead-to-close rates.

PREPARE BEST & WORST-CASE SCENARIOS

It's not enough to put together one set of numbers. Few early-stage tech companies hit their
revenue targets or budget estimates, so set expectations carefully for your management team
by planning for a variety of outcomes. Be prepared to create “best case,” “worst case,” and
“expected” budget scenarios so you're ready to take action if —and when — your plans change.

While some budgets are handed down by the CFO with little input,
the best way to build support for your marketing plan is to compile a
comprehensive set of numbers that look at the budget from all sides.

The first step in
budgeting is to
review the key
business metrics
and lock them
down based on
what is realistic
for the next year.

Be very realistic.

A good budget
IS a conservative
budget. "

Fred Wilson,

Managing Partner,
Union Square Ventures;
Blogger, AVC




PRIORITIZE MARKETING OBJECTIVES
BASED ON INTERNAL STAKEHOLDER NEEDS

Now that you know what to expect in the planning process, what should you do to get started?
Building internal stakeholder support for your marketing efforts is essential if you are to succeed.
So begin by making sure you have a clear understanding of your company's expectations.

SET YOURSELF UP FOR SUCCESS

Your marketing budget isn't put together in a vacuum. Make it your mission to confirm your
company’s top goals and objectives, understand your customer’s wants and needs and identify
your competitor’s strengths and weaknesses. Reach out to your fellow executives as early as
possible to gain the critical input needed to inform your plan and shape your marketing strategy.

INVOLVE YOUR SALES TEAM

If sales is your department’s biggest customer, then it's important to involve your sales team in your
marketing planning efforts. Before knowing how marketing can best help sales, you need to have an

understanding of their biggest challenges, whether that's a compelling value proposition, attracting
and educating prospects or generating enough qualified leads to support this year's revenue plan.




WORK WITH PRODUCT DEVELOPMENT

The product roadmap drives a number of marketing milestones throughout the year, so you'll want
to work closely with your product development and engineering teams to know when new versions,
features and upgrades are scheduled for release. Not only does this impact product launch budgets
and timing, but how you'll successfully position and differentiate your products from the competition.

CONFIRM C-LEVEL EXPECTATIONS

Make an effort to learn what key performance indicators matter most to your CEO and CFO, whether
it's lead volume, customer acquisition costs or marketing's contribution to pipeline and revenue.
Without transparency in the metrics used to evaluate your performance, it will be difficult, if not
impossible, to build credibility with the Board and demonstrate your department’s effectiveness.

PICK YOUR TOP MARKETING PRIORITIES

With these conversations out of the way, you'll know which sales, marketing and product challenges
you need to budget for first. Whether you need to improve customer perceptions by re-branding,
expand into new markets with a product launch or increase pipeline opportunities with demand
generation campaigns, you'll be able to build the foundation for your overall marketing strategy.

Your marketing plan determines the cost of your marketing budget.

until you know what your company expects of your department,
you can't figure out how much you need to budget for investment.

Because the
purpose of
business is to
create a customer,
the business
enterprise has two
—and only two —
basic functions:
marketing and
innovation.

Marketing and
innovation
produce results; all

the rest are costs. n

Peter Drucker,
Management Consultant,
Author, Educator




ESTIMATE COSTS
° FOR ALL SPENDING PRIORITIES
Now that your goals and objectives are clear and your sales and marketing priorities are in place,

it's time to figure out how much it's going to cost to fund your strategic marketing plan. Get cost
estimates now, so you're not caught off guard later by last-minute budget surprises.

LOOK UP SALARY RANGES FOR EXTRA HEADCOUNT
As the CMO or VP of Marketing, building out your internal marketing department will be one of your
key decisions. Beyond the typical marketing manager or event coordinator, many tech companies
are budgeting for salaries to hire in-house specialists, particularly with skillsets in digital marketing,
content creation and demand generation, as well as marketing automation, analytics and operations.

MEET WITH POTENTIAL AGENCIES AND VENDORS
Not all revenue plans support heavy internal hiring, so outsourcing may be part of the equation.

It takes time to meet with several marketing firms, PR agencies, web developers, SEO/SEM experts
and designers, so start the process early. Choose the most qualified firms and gather detailed
estimates, campaign costs and monthly retainer fees, well before your preliminary budget is due.




NEGOTIATE ANNUAL SOFTWARE LICENSE FEES

Modern marketing departments run a variety of software, from affordable monthly subscriptions,
such as e-mail marketing (Constant Contact, MailChimp), webinars (GoToWebinar, WebEx) and video
hosting (Vimeo, Wistia), to costly annual licenses for CRM (SalesForce.com, Microsoft Dynamics) and
marketing automation (Marketo, Pardot, Hubspot), so negotiate firmly for end-of-year pricing.

RESEARCH AD RATES AND SYNDICATION OPTIONS

Request media kits and online ad rate sheets from key industry publications with web properties,

S0 you know what it might cost to generate demand from the right community of prospective buyers.

Content syndication partners (TechTarget, eMedia, Spiceworks) can also promote your offers to
their networks based on specific lead qualification criteria, cost per lead and target lead quantity.

ESTIMATE TRAVEL AND TRADE SHOW COSTS

Although trade show spending is declining, sales usually requires marketing support at a few key

industry events each year. But those costs can kill your budget if you're not prepared. From exhibit
space, booth design, setup and labor to premiums, printing, sponsorships and shipping, as well as
travel, hotel rooms and hospitality suites, be sure to have a contingency plan for unexpected costs.

Now that you've taken the time to pull together cost estimates for
all of the marketing programs you'd like to consider funding, it will
be far easier to evaluate the activities that will make the final cut.

The best
marketing
metrics look at
the total cost
of marketing,
including
program spend,
team salaries,
and overhead,
and relate that
cost to the
results you care
about — revenue
and customer
acquisition. N

Mike Volpe,
Chief Marketing Officer,
Hubspot




After several years of sluggish growth, tech company marketing budgets are expected to increase
an average of 3.5% this year across the board, according to IDC. Budgets at “third platform”
tech companies, such as cloud, mobility, social business and analytics, are expected to increase
significantly more, at 10-20%, following recent increases in sector-specific revenue growth.

When making initial budget allocations, keep the 70/20/10 rule in mind for new marketing spend.
Under this investment scenario, 70% of your budget is earmarked for “tried and true” programs,
another 20% is set aside for a few “safe bets” and 10% is reserved for riskier “experiments.”

The key is to balance traditional spending with new opportunities that could deliver a strong upside.




INCREASE YOUR DIGITAL MARKETING SPEND

Technology marketers are expected to spend between 39-50% of their budgets on digital by 2016,
according to IDC's CMO Advisory Service. Within digital, display ads (22%) and search ads (20.2%)
claim the most spend, with marketing automation (14%), responsive websites (13.3%) and e-mail
marketing (13.3%) about equal, leaving less for social (5.8%), SEO (3.8%) and mobile (3.1%).

PRIORITIZE YOUR CONTENT MARKETING EFFORTS
Some tech marketers dedicate up to 28% of their budget to content marketing, according to the
Content Marketing Institute, with 57% outsourcing content creation duties like writing and design.
Webinars (70%), videos (68%) and case studies (66%) are most effective, with blogs (61%),

eBooks (58%) and infographics (56%) lower in the top 10 and lead generation the top objective.

PRESERVE TRADITIONAL MARKETING BUDGET

Despite the newfound focus on digital and content marketing, in-person trade shows, industry
conferences and local events still represent 10-20% of B2B marketing budgets, according to
Forrester Research. Lastly, don't forget to preserve budget for branding, public relations, analyst
relations, marketing support and sales collateral with the remaining 15-20% of your budget.

Budget allocations are an exercise in tradeoffs, so its important to
evaluate the potential impact of different tactics to build a portfolio
of marketing assets that supports your overall growth strategy.

Marketing execs
should oversee
the marketing
mix like a Wall
Street hedge
fund manager.

Treat marketing
programs like

a collection of
investments
where the overall
portfolio pays off
despite market
twists and turns. "’

Laura Ramos,
VP & Principal Analyst,
Forrester Research




PRESENT A BUSINESS CASE
FOR MARKETING BUDGET APPROVAL

Now that your allocations have been made, the tough part finally begins: getting final budget approval.
But it doesn't have to be an overly stressful process full of push back from your CEO and CFQ, as long as
vou can justify how vour marketing plan and budget priorities will impact revenue goals for the year.

ASSESS THE CURRENT STATE OF MARKETING

One of the first steps in preparing your budget presentation is to take stock of where this year's
marketing efforts have been successful and where they have not performed as expected. Put
together an assessment of marketing’s biggest wins for the year, along with its losses. Being
candid about your current challenges establishes a baseline to justify new spending priorities.

SHOW HOW YOUR PLAN WILL SUPPORT SALES

Your marketing plan and supporting budget should be built around the same assumptions used to
form the basis of the sales plan. Using those underlying numbers for average deal size, length of

sales cycle and conversion rates throughout the pipeline, you should be able to make calculations
for how each major marketing budget initiative supports both company and sales objectives.




MAKE CALCULATIONS FOR EACH MAJOR INITIATIVE
For example, if marketing is responsible for sourcing $1 million in new revenue and average deal size
is $10,000, sales will need to close 100 deals. If sales closes 25% of all Sales Qualified Leads (SQL's),
sales will need 400 SQU's. If 2.5% of all leads become SQL's, marketing will need to generate 16,000
leads. Assuming a $20 average cost per lead, marketing will need to invest $320,000 for a 212.5% ROI.

DEMONSTRATE MARKETING ROl WHERE POSSIBLE
While these calculations are easier to make for demand generation activities than they are for
more long-term initiatives like brand development and public relations, it's still important to frame
the budget discussion around your CEO and CFO’s preferred key performance indicators, whether
that's overall sales growth, cost reduction or marketing’s return on investment.

PREPARE FINAL REVISIONS FOR BUDGET APPROVAL

Most likely you will be asked to revise or reduce your initial budget to meet management requests.
Do your homework ahead of time so you understand what kind of impact a 10-20% reduction
would have on your budget. It's much better to have a fallback plan in place so you know what
tradeoffs you would prefer to make to wrap up budget discussions and finalize your spending plan.

Now that your marketing budget has been approved, it's time to begin
executing your strategy and delivering on the plan. But that doesn't
mean your spreadsheet work is done. In fact, it has only just begun.

At most
companies,

any significant
investment must
be supported by
a business case
that shows it will
deliver a ‘hurdle
rate,’ or minimum

rate of return.

If you can make
that case, the
CFO generally
approves it. N

Jon Miller,
Chief Marketing Officer,
Marketo




Just because your marketing plan has been approved, it doesn't mean your budget is ever truly “final.”
It's always in a state of flux, based on whether revenue is coming in as projected. So be sure to
evaluate results each month, revisit the numbers each quarter and make adjustments where needed.

You'll want to keep a close eye on your metrics every month, from cost per lead and conversion
rates to qualified leads and closing ratios. Avoid over-indulging in vanity metrics like pageviews,
visitors, fans and followers that make you feel good, but don’t provide true insight. Instead, focus on
actionable analytics that tie your strategic marketing investments to pipeline, revenue and profit.

NS

Without consistently monitoring your metrics, you'll have no way of knowing what activities are
contributing to the bottom line. Revisit your numbers each quarter to see what campaigns are
working, eliminate those that are underperforming and re-prioritize your budget accordingly.
Don't be afraid to turn the dials up or down on spending to continuously optimize performance.




DELIVER RELIABLE FORECASTS

It's important to have visibility into where your budget is producing the most qualified leads,
along with where your dollars are needed to support the sales cycle. Being able to demonstrate
reliable forecasts, accurate spending and measurable results will earn ongoing trust with your
executive team and ultimately influence your ability to protect your marketing budget.

DEFEND YOUR PRECIOUS BUDGET

Just because your original budget was approved, doesn't mean you won't get pushback after a
difficult fiscal quarter. Be prepared to constantly remind your colleagues of the value of marketing
by highlighting ongoing successes. It's essential for you to know what programs aren’t working, so
you can trim the fat, scale back spending and refocus your spending on those programs that deliver.

REMAIN FLEXIBLE AND ADAPT QUICKLY

Be prepared for change. Nothing goes as planned. Make quarterly commitments where possible, so
you can ramp up your budget if it's paying off or wind it down if it's not. Despite all your hard work
and assumptions, your Q3 budget will never look the same as it did in Q1. So keep it flexible, fluid
and easy to adjust if you need to suddenly shift spending from one program to another.

Keep track of your budget the way you keep track of small children.
Always know where it is at all times — where it's been, where it's going
and what it's doing — or you'll never know when it just might run out.

No plan of battle
ever survives
first contact with
the enemy. N

Helmuth von Moltke,
Chief of Staff,
Prussian Army

No business plan
survives first
contact with
customers. !

Steve Blank,

Serial Entrepreneur;
Assaciate Professor of
Entrepreneurship,
Stanford University
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v, HIGH-GROWTH MARKETING
FOR VENTURE-BACKED TECH COMPANIES

eve rC| ed r It takes clarity and focus to capture a growing market. Everclear Marketing® translates

TECHNOLOGY MARKETING complex technology into enterprise value so venture-backed companies grow faster.
When your company is ready to invest in high-growth marketing to accelerate sales and

drive revenue, the choice is Everclear.

301.483.0750
info(@everclearmarketing.com Get your story straight at everclearmarketing.com



