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Market Share Analysis 

Market Share 

• Market share – the % of a market (units or rev) accounted for by a specific entity 

• Unit market share/Volume share (%) = 
Unit sales (#)

Total market unit sales (#)
 

• Rev market share/Value share (%) = 
SR ($)

Total market rev ($)
 

• Marketers need to be able to translate sales targets into market share because this will 

demonstrate whether forecasts are to be attained by growing with the market, or capturing 

share from competitors. 

Purpose 

• Market share is an indicator of how well a firm is doing against its competitors. 

• This helps managers evaluate demand; that is, it enables them to judge not only total market 

growth or decline, but also trends in customers’ selections among competitors. 

• Generally, sales growth resulting from total market growth is less costly and more profitable 

than that achieved by capturing share from competitors. Conversely, losses in market share 

can signal serious long-term problems that require strategic adjustments. 

Data sources, complications and cautions 

• If a firm defines it market too broadly, it may dilute its focus and lead to unrealistic goals. If 

it does so too narrowly, it will miss ops and allow threats to emerge unseen. 

• Managers are advised to define the market in term of unit sales or revs for a specific list of 

competitors, products, sales channels, geo areas, customers and time periods. 

• The market definition should specify the category (or sub-category), and be relevant to your 

objectives as well as the comp enviro of your brand. 

• In analysing short-term market dynamics, managers may find it useful to measure market 

share over a brief period. However, short-term data generally carries a low signal-to-noise 

ratio. 

• Data covering a longer time span will be more stable, but may obscure important, recent 

changes in the market. 

• In a dynamic market, market share is more useful than sales. However, market share alone 

could be misleading. This is where relative market share comes in. 

• Too much focus on market share can lead firms to lose sight of profitability, which is the 

fundamental objective of the firm. Market share is important, but not at the cost of 

profitability. 

 

Relative Market Share And Market Concentration 

• Relative market share indexes a firm’s or brand’s market share against that of its leading 

competitor. You also have to look at the category as a whole to determine whether it is 

increasing or decreasing. 



• Relative market share (I) = 
Brand’s market share (%)

Largest competitor’s market share (%)
 

• Relative price index (I) = 
Brand’s price ($)

Average price ($)
 

• This indicates the extent to which the brand charges a premium price for its products/services. 

• Market concentration – the degree to which a small number of firms accounts for a large 

proportion of the market 

Purpose 

• These metrics are useful in comparing relative position across different markets, and in 

evaluating the type and degree of comp. 

• Relative market share offers a way to benchmark a firm’s or brand’s share against that of its 

largest competitor. 
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• In the BCG matrix, one axis represents relative market share (comp strength), while the other 

represents market growth (potential). 

o Products with high relative market shares in growing markets are deemed stars, 

suggesting they should be supported with vigorous investment. 

o The cash for that investment may be generated by cash cow products. 

o Problem child products may have potential for future growth but hold weak comp 

positions. 

o Dog products have neither strong comp position nor growth potential. 

Related metrics and concepts 

• n firm concentration ratio (%) – the sum of market shares held by the leading n competitors 

in a market 

• Herfindahl index – the sum of squares of the individual market shares of all firms in a market 

• Herfindahl index = Market share 12 + Market share 22 + Market share 32 etc 

• This tends to rise in markets dominated by large players (meaning the market is more 

concentrated and less competitive). 

 

Penetration 

• Penetration – the proportion of people (households) who bought (at least once in the period) 

a specific brand or category of goods 

• Market penetration (%) = 
Customers who purchased a product in the category (#)

Total pop (#)
 

• Brand penetration (%) = 
Customers who purchased the brand (#)

Total pop (#)
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• Penetration share (%) = 
Brand penetration (%)

Market penetration (%)
 = 

Customers who purchased the brand (#)

Customers who purchased a product in the category (#)
 

• Often, managers must decide whether to seek sales growth by acquiring existing category 

users from competitors, or expanding the total pop of category users, attracting new 

customers. Penetration metrics help indicate which would be most appropriate and help 

managers monitor their success. 

• Whereas market share focuses on the sales of a product, penetration focuses on the number 

of buyers. As such, it is a measure of popularity. 

• Penetration share is the share of households that bought the brand. Thus, a brand’s 

penetration share can never be > 1. When households buy multiple brands however, 

penetration shares will sum to > 1. 

Decomposing market share 

• Market Share (%) = Penetration Share (%) x SOW (%) x HUI (I) 

• Penetration share (%) = 
Market Share (%)

HUI (I) ∗ SOW (%)
 

• Decomposition of market share enables marketers to understand the underlying causes for 

any changes in market share. 

o Penetration share: increase awareness and promo, increase distribution, change product 

dev 

o SOW: cross-sell to existing customers (sell more), lower price, change product dev 

o HUI: target customers with bulk discounts, change product dev, price promos (discounts) 

Data sources, complications and cautions 

• As the time period used to define penetration becomes shorter, brand penetration declines. 

Although penetration share will be more volatile for shorter periods, it will not necessarily be 

lower. 

 

Share Of Wallet (SOW) 

• SOW is calculated solely among buyers of a specific brand. It represents the % of purchases 

within the category accounted for by the brand (how much of the customer’s wallet is spent 

on the brand). 

• Unit SOW (%) = 
Brand purchases (#)

Total category purchases by brand buyers (#)
 

• Rev SOW (%) = 
Brand purchases ($)

Total category purchases by brand buyers ($)
 

• Many marketers view SOW as a measure of loyalty. This can guide decisions on whether to 

allocate resources toward efforts to expand a category, take customers from competitors, or 

increase SOW among established customers. 

• Unit and rev SOW can also be used to calculate the relative price index for SOW (rev SOW = 

unit SOW x relative price index). This indicates the extent to which the brand offers a premium 

price. 



• SOW is the market share a brand enjoys within the people who have purchased that brand. 

Therefore, the difference between these two metrics is the definition of the market used as 

the denominator. 

• Purpose: to understand the source of market share in terms of breadth and depth of 

consumer franchise, as well as the extent of relative category usage (heavy users/larger 

customers vs light users/smaller customers) 

• SOW (%) = 
Market Share (%)

Penetration Share (%) x HUI (I)
 

Related metrics and concepts 

• Heavy usage index (I) = 
Average purchase in category by brand’s customers (#,$)

Average purchase in category (#,$)
 

• HUI – the ratio of the average category usage for the customers of a brand to that of all 

customers. This yields insight into the source of volume and the nature of a brand’s customer 

base. 

• HUI > 1 implies that customers of the brand purchase more from the category than customers 

of other brands. It doesn’t necessarily mean they buy more of the brand or are loyal to it. You 

may have multiple brands with HUI > 1. 

Purpose: to define and measure whether a firm’s consumers are ‘heavy users’ 

• HUI = 
Market Share (%)

Penetration Share (%) X SOW (%)
 

• Comparing a brand’s $ HUI to its unit HUI, marketers can determine whether the brand 

purchasers pay more (or less) per category unit. 

Data sources, complications and cautions 

• The HUI does not indicate how heavily customers use a specific brand, only how heavily they 

use the category. A brand can have a high HUI, (its customers are heavy category users) even 

if those customers use the brand to meet only a small share of their needs. 

 

Awareness, Attitudes And Usage (AAU)  

• Studies of AAU enable marketers to quantify levels and trends in customer knowledge, 

perceptions, beliefs, intentions and behaviours. In some companies, the results of these 

studies are ‘tracking’ data, because they are used to track long-term changes in customer 

awareness, attitudes and behaviours. 

• They also enable managers to take action before the results from ad etc are shown in sales. 

• AAU studies are most useful when their results are set against a clear comparator. This 

benchmark may comprise data from prior periods, different markets, or competitors. 

Purpose: to track trends in customer attitudes and behaviours 

• AAU studies may track ‘who’ uses a brand or product; customers are defined by category 

usage, demographics, media usage, and whether they purchase other products. 

• Hierarchy of effects – the sequence of stages through which customers pass in developing 

their brand association 



• The AAU process/hierarchy of effects: 

o Awareness: customers must first become aware of a product 

o Attitudes: they develop attitudes and beliefs about that product 

o Usage: customers purchase and exp the product 

• Info about attitudes and beliefs offers insight into the q of why specific users do or do not 

favour certain brands. Typically, marketers conduct surveys of large samples of households 

or business customers to gather this data, and then compare this to a benchmark. 

Construction 

Type Measures Typical qs 

Awareness Awareness and 

knowledge 

Have you heard of Brand X? 

What brand comes to mind when you think of this item? 

Attitudes Beliefs and intentions Is Brand X for me? 

What are the strengths and weaknesses of each brand? 

Usage Purchase habits and 

loyalty 

Did you use Brand X this week? 

What brand did you last buy? 

• Underlying this data, various diagnostic metrics help marketers understand why consumers 

think/behave in certain ways. 

Awareness and knowledge 

• Awareness – the % of potential customers who recognise or name a given brand. Marketers 

may research brand recog ‘prompted’ or ‘unprompted’. 

• Top of mind brand recall within stated category – the first brand that comes to mind when a 

customer is asked an unprompted q about a category 

• Total unprompted brand recall – all brands that come to mind when a customer is asked an 

unprompted q about a category 

• Top of mind brand recall is more strict than total unprompted brand recall, because it restricts 

the number of options respondents are able to give, thereby decreasing the likelihood of the 

brand being mentioned. 

• Unprompted brand recall – whether customers can recall the brand name for a particular ad 

• Prompted brand recog – whether customers have heard of a particular brand 

• For dominant brands, top of mind recall is much more useful than prompted brand recog, as 

it is likely that most if not all respondents have heard of the brand. Therefore, top of mind 

recall allows these brands to better assess their popularity and likelihood of being recalled 

first. For small, new or niche brands, the opposite is true. 

Attitudes 

• Measures of attitude concern consumer response to a brand or product. 

• Attitude – a combination of what consumers believe and how strongly they feel about it 

• Attitudes/liking/image (relevance to customer) – a rating given (often on a scale of 1 – 5 or 

7) when respondents are asked their level of agreement with propositions regarding 

relevance to the customer 



• Perceived value for money (perceived value rating) – a rating given (often on a scale of 1 – 5 

or 7) when respondents are asked for their level of agreement with propositions regarding 

value for money 

• Perceived quality/esteem (quality perception rating) – a rating given (often on a scale of 1 – 

5 or 7) of a given brand’s product when compared with others in its category or market 

• Intentions – a measure of customers’ stated willingness to behave in a certain way 

• Purchase intentions (likelihood of purchase) – a specific measure or rating of consumers’ 

stated purchase intentions 

Usage 

• Measures of usage concern purchase frequency and units per purchase. They highlight not 

only what was purchased, but also when and where it was purchased. 

• Marketers also seek to determine how many people have tried a brand. They further seek to 

determine how many have ‘rejected’ the brand, and how many have ‘adopted’ it into their 

regular brands. 

• Usage – a self-reported measure of behaviour 

• Purchase frequency – how often consumers purchase a brand or product 

• Volume purchased on a shopping occasion – the quantity of a brand or product purchased 

on a particular occasion or the proportion of the total purchase that constituted this brand 

or product 

• Brands held – the brands consumers have in their home 

• Loyalty programs allow for large businesses to track what their customers are buying without 

the need for self-reported surveys. 

• AAU metrics provide managers with insight into customers’ overall relationships with a given 

brand or product. 

 

Customer Satisfaction And Willingness To Recommend 

• Satisfaction = Performance – Expectation 

• Sales and market share indicate current firm performance 

• A satisfied customer tells a friend; an unhappy customer tells multiple people (either in 

person, online etc) 

• Research has shown a strong link between customer satisfaction and profitability. 

• Within orgs, customer satisfaction ratings focus employees on the importance of fulfilling 

customers’ expectations. When these ratings dip, they warn of problems that can affect sales 

and profitability. 

Purpose 

• Customer satisfaction is a leading indicator of consumer purchase intentions and loyalty. 

• The principal use of customer satisfaction data is twofold: 

o Within orgs, the collection, analysis and dissemination of this data sends a message 

about the importance of tending to customers and ensuring they have a positive exp 

with the company’s goods and services. 



o Satisfaction is perhaps the best indicator of how likely customers will make future 

purchases. 

Construction 

• Customer satisfaction – the number (%) of customers whose exp exceeds specified 

satisfaction goals 

• This can be simply measured using a Likert scale, or sophisticated approaches like the 

American customer satisfaction index. 

• Willingness to recommend – the % of customers who indicate they would recommend a 

brand to friends 

• This is a ‘soft’ loyalty metric, but is more precise than satisfaction. 

• When a brand has loyal customers, it gains positive WOM marketing, which is both free and 

highly effective. 

• Satisfaction levels are usually reported as either ‘top box’ or more likely ‘top two boxes’. 

Marketers convert these expressions into single numbers that show the % of respondents 

who checked either a ‘4’ or a ‘5’. 

• Expectations are a key factor behind satisfaction. When customers have high expectations 

and the reality falls short, they will be disappointed and will likely rate their exp as less than 

satisfying. 

Data sources, complications and cautions 

• Disappointed or angry customers often welcome a means to vent their opinions (response 

bias). Content customers often do not. 

• By reviewing survey data over time however, marketers may discover important trends or 

changes. If complaints suddenly rise, that may constitute early warning of a decline in quality 

or service. 

• Because only current customers are surveyed for customer satisfaction, a firm’s ratings may 

rise artificially as deeply dissatisfied customers take their business elsewhere. 

• In analysing data, a firm might interpret differences as a sign that one market is receiving 

better service than another, when the true difference lies only in the standards customers 

apply. To correct for this issue, marketers are advised to review satisfaction measures over 

time within the same market. 

• Because many firms define customer satisfaction as ‘meeting or exceeding expectations’, this 

metric may fall simply because expectations have risen. 

• A firm may boost satisfaction by lowering expectations. However it may suffer a decline in 

sales as its product or service comes to appear unattractive. 

• Satisfaction is correlated with other perceptual metrics such as loyalty, service quality and 

retention. 

 

Net Promoter Score (NPS) 

• NPS – the degree to which current customers will recommend a product, service or company 

• NPS (I) = % of Promoters – % of Detractors 



Purpose: to measure how well the brand/company is creating satisfied, loyal customers 

• Customers are asked (on a 10-point scale) how likely they are to recommend the company 

or brand to a friend or colleague. Based on their answers, customers are divided into: 

o Promoters – customers who are willing to recommend the company to others (9 – 10 

rating) 

o Passives – satisfied but unenthusiastic customers (7 – 8 rating) 

o Detractors – customers who are unwilling to recommend the company to others (0 – 6 

rating) 

 
• High NPSs generally mean that a company is doing a good job of securing their customers’ 

loyalty and active evangelism. Low and negative NPSs are warning signals for the firm. 

Data sources, complications and cautions 

• The same NPS score can indicate different business circumstances. As it is an average of 

current customers’ responses, managers must drill down to the data to understand the 

precise situation their business faces. 

• This score in specific circumstances can generate results that could mislead a manager who 

is not careful e.g. where detractors leave to a competitor, thereby increasing the NPS. 

• One way to overcome this is to keep a consistent group of respondents (i.e. asking the same 

people). We remove those who left from the original NPS calculation and then compare. 

• A high NPS, while generally desirable, does beg the q whether the company is properly 

monetising the value they are providing to the consumer. 

 

Willingness To Search (WTS) 

• WTS – the likelihood that customers will settle for a second-choice product if their first choice 

is not avail 

• WTS (%) = % of customers willing to delay purchases, change stores, or reduce purchase 

quantities to avoid switching brands 

• This is a ‘hard’ loyalty metric, and is the most precise measure of satisfaction. 

• This metric can tell a company much about the attitudes of its customers and whether its 

position in the market is likely to be defensible against sustained pressure from a competitor. 


