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UNlT_l THE PRODUCT MANAGEMENT_-
PROCESS |

Objemves
After going through this unit you should be able to:

# Discuss the rature and scope of pmduct management
Describe what is meant by a product portfolio :
Explain the process of developing an optimum product mix using the product
portiolio appreach

e Differentiate between types of pmduct'managemem s_vstcms

¢ Develop a suitable product management system for an organisation

Structure

[.1 Introduction

1.2 The Product Management Function

1.3 Product Management Decisions

1.4 What is a Product Portfolio?.

1.5 Ovcrall Strategy to Balance the' Pmdur:l Portfollo
1.6 Drawbacks of the Product Portlolic’ Appreach
1.7 Product Manager’s Management Syblcm - Scope
1.8  Responsibility and Authority -

1.9  The nced for a Product Managcmcm S}'stem

1.0 Swmmary '

A1 Self-assessment Test

.12 Further Readings

1. INTRODUCTION

7

Product forms the maost tangihle expression ¢ wring of a business endeavour.
Products also represent the means throngh w hi¢ Nhe organisation seeks te satisly
consumer needs and wants and genery sumee satisfaction. Produet policy and
strategy therefore become kev dercemind suceessful marketing sieatepy.

Product management decisicns encompass atl decision incidental to crez;l'ing.
maintaining and presenting the optimam hundie of need satisliers that the
uri,ani\'.u'inn ix capithle of offering. This unil discusses the seope of the produet
mafagement tunetion and du.uih:.“. the ways in \nlmh different pmducl zmmgcmcnl
SVStems gre organised. .

1. 2 THE PRQDL('I MA'\A(.LME‘NT FUNCT!ON

Produc(.managcmcnl encompsses o vty of functions. An organisaliuns bread
and butter comes from the salkes of its produets, The organisation may have several -
products in various sizes packs, colours: shapes ete, The suceess of the organisation
will largely depend on having winners in this product range,

Planning the produet mix is the basic functions of product management. This wibl

involve setting of eriteria for imroducing a praduct continuing a product and

dropping a product. Ideally, from the poini of view ol the economic health of an .~
organisation, it should promow products that vield the Wghest rate of return on
investment. But this may not be the only consideration. A compuny may decide 1o
produce some low profit o1 po profit products in the public interest. At times. the

sales ol & product with low retuims on investmem may be promoled as it maiy help

to promete the sales of other Bigh profit carning products to complete a Tull product
range, The function of product s decisions ta achieve overall sales ptrl’nmdna can

he illuslr.nu] as nnder: - . . e Ty
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Besides planning the existing product max, the product miunagainent fuscion|mus
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Achieving the desired product mix for the organisalion is not vnough. Fhe products
in the mix need (o be positioned approprately. Product Positioning o the nexy
important aspect of product management. [he product must have ubnicundny
which distinguishes it {rom competing bramds. The uniueness of the bonefin
‘deserved from the product needs to he stressed. To know more abgut this consamey
perceptions regarding the product are studied. The siecess of prodiicn munagenent
essentially depends upon the posttioning of the products, :

Last but not the lcast, the product manager must always be i search of new
pastures — introduction of new product i the present range may pot be enough. A
diversification in totally different and untried areas may be needed Sirategic product
management decisions would thus imvelve product diversificution afs well,

From the abave reading it foltows that the scope ol product management is very
wide. You may wonder how can the product manuger handle so many functions’
Actually depending on the size of the company and the number of|products it hias
there may be more than one product manager handling one or mofe than o
product. '




spduet irtrpdaciion diverficaton may

n senior e

ng unids

ad the scops of product masaziment Jet us now ke a preak for an

activity 10 &Npiy ihe s2me,

k3

b gaven twa dilferens types of or
i wh

b preodi

segneats
ool

The Produel Manageaent Process




Product Management = . Exhibit-1 The Produst Managers - The Product Munsges
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The product management decisions, as you must have gathered from he previous:  The Product Management Process
section include: .

1) Product Mix Decisions o _ _
The product mix concept refers to the total products offered by an organisation .-
whiie a product line is a group of products within the product mix that can be =~
classified together on account of criteria like customer needs markets served, "
channel used or technelogy employed. In order to decide upon -the product mix
the product manager also has take decision regarding width, length, depth and
consistency of the produet line. Deciding upon the optimality of product mix
requires in depth analysis of the profitability, marketability, market share. long
term prospects of the product, amoang other things. Several approaches, inciuding
the product portfolio approach have been developed to decide upon optinium
product mix. These have been discussed in the next section.

2) Product Modiﬁ'_cationf Muodernisation Decision

Modification and or modernisation of the existing product line is another key
concern of the product managers. In some cases the product line length may be
adequate but some ol the praducts may have lost competitive edge because of
1echrological or fashion or feative obsolescence. Which in turn would be reflected in
the overall product returns. The product line would then reed to be modernised or
substantially modilicd. One important issue is, whether to overhaul the complete line
all at once or go product by praduct. The latter approach provides for guaging of
consumer and dealer reactions belare the entire modernisation programme is put
into operation. The disadvantage on the other hand is competitar reaction who may
retailiate by copying the madilication or comming oul with better feative
improvements.

3) Preduct Line Pruning/Product Elimination Decision

In many organisation weuk products are allowed 1o b conting
simply hecause of emotional or sentimental.reasons. These pr ccome drains
on managerial line and other resources, A number ol costs the continuance
of these products are never [ully estimated. These costy - include costs associated
with varying inventory levels, {requent price reductions, nomic production
runs and the opportunity cost of the investing in products because of resoureey’
being Licd up in the retention of weak prod aets line pruning or product
climination decisiens therefore have to be tuken t revent unproductive use of
resoOUrces. . :

he product line

WNew Pruduct Decision/Diversification De &

One of the most common product poticy prublems relates to the addition ol new
praducts (o the existing product. line. A ralienal tor the divensification introdoction
of new products may emerge out of marketing néeds. company’s resources and
competences, marketing. production or financial considerations, and the contribution
that the new product can make to the corparate objective. Even Lhough the '
development of new products is a decision frought with very High risks. continuous
innovations are the most relable key to sustained grawth, The addition of new
products to the firm's product line can be dane cither by internal development ar
external acquisition. Black 2 of this course is devoted to the management ol new
products. :

Branding and Packaging Decision .

Rranding is one-of the ways of imparting product distinctiveness and helping the
product ta attain a specific dentity in the consumer™s mind. lt increases.consumer
awitreness, improves chanees of repeal purchases. facilitates the inculcation ot a
praduct tmage and helps adoption of new products. Fhe issues it aidlmare
whether to use a famiby bramd or individual brands manufacturers brands or
distributors brands or separine [amily names for the dilferent product lines in case al
i bighty diversificd [irm. lmportant markehing and vost consideration dictate the
choiee of the above sliernatives s vou will study 10 unit of this course.

Yackaging. defined as the activity af designing and producing the cantainer or the
wrapper for a product, can pliy a minor or & major role in product policy dcpcnditlg
upon the product nature and market requirements. In reeent times packaping has
hecome an effcctive markeling tool. Developing an effective package for product
requires a number of steps like deciding upon the packaging concept, developing the

7
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package designs and package testing. These steps and the considerations involved in
packaging are discussed in detail in unit 7 of this conrse.

Having had an overview of the products managemen: function we shall aow examine
each of its sub function in greater detail: Let us first stady the product |mix decision.

.Produ'ct Mix Decisions

First of all, let us imake it clear that product mix decisions are of greater importance
to diversified companies and the theory presented here is mare relevant to such
companies. The approach snggested for product mix decisions is the product
portfolio approach whu.h wi will s:udy in detail.

1.4 WHAT IS A PROGDUCT PORTFOLIO?

Each product may be classified by rate of present or forcasted market growth and is

a measure of market share dominance. When the share and prowth rate of each of
1lie products sold by the firm are jointly considered, a wew basis lor strategy
evaluation emerges. While there are many possible combinatiens. an arrnilrary
classification of products, into four share growth strategies (as shown in the figure)is
sufficient to tllustrate the strategy implications. :

Exhibit 111 _
The cash goadrant approach to deseribe to product porifolio,

R_cscarch & ) . Star Problem (_:hiid
Development _
Hish Cashpenerated ++ Cash genefated +
§ Casifuse Coshuse | -+
Net. = 7O | Net ===
. od
Marke Casn Cow fa

Growth Rate Cash gencrated «.++7/ Cash generated +

{annuat rate Cash use - Cash use  «
in constant dg : Net ———
relalive to G Net e L
1
. High 1.0x L
! S Market Share

Low Growth/Dominant Share (Cash {ows) . :

These profitable products esually generate more cash than is required lo maintain
share. All stratogics should be direcied toward maintaing market dom'-i}-nance——
including investments in technological leadership. Pricing decisions must be reviewed
to maintain price leadership. Excess cash would be used to support research activities
and gmwth area praducts elsewhere in the company,

ngh Fro“th;’Dommant Share (Stars)
Products that are market leaders, but also growing fast, m]l have substantial
reported profits but need a lot of cash ta enhance the rate of growth. The
appropriate stratepies are designed: primarily to protect the existing shfre level

by/ re-investing earnings in the form of price reductions. product improvement wider
marker.coverge ete, The market share should be further increased by geumg new
Users or suggesting nower appllcauom for the product,

Low Growth/Subordinate Share (Dogs)
Such of the products who are not market jeaders and arc in a mature market fall
into this category. They have few oppertunities to grow at a reasonabie cost. The
competiions aic all lighting for small market shares in 2 crowded market. The

strategy inidhin case would be:

iy Focus on a specialised segments which ¢an be dominaicd (e.g. promise/ Vieco
Vajradanii too hipaste m the crowded and mature toothpaeu market have
secured a piace for tliesmseives by catering to a specialized sepment and
dominating it).




i) Harvesting which is a conscious outback of all supj:»ort costs Lo some minimuim The Producs Mansgeraend Proces

tevel which will minimize the cash flow over a foresecable lifietime.
i) Abandonment or deletion from the praduct line.

High Growth/Subordinate Share (Problem Chitdren) :

The combination of rapid growth and poor margins ereates a demand for cash. The
strategy options would be either to invest heavily to get a disproportionate share of
the new sales or buy existing sharés by acquiring competitors and thus move the
product toward the ‘star” categoty or get out of the business using the above
alternatives. : '

{5 OVERALL STRATEGY TO BALANCE
THE PRODUCT PORTFOLIO

The long run health of the firm depends of having some products that gencrate cash,
and others that use cash to support growth. Particuiar attention must be paid to
those products with large cash appetites. The sharei growth matrix in Exhibit shows
how one company might follow the strategic implications of the product portfolio
approach 10 achieve a hetter balance of sources and uses of casti. Matrix suggests the

following:

1} Aggressively su'pport the newly introduced product A, to ensure dominance.

2) Continue present strategies of products B & C to ensurc maintenance of market
share. .

1) Guin share of market for preducts by investing in acyuisitions.

4) Narrow down the range of modeis of product and to focus on onc t,

5y Divest products F & G.

Exhibit IV

Balancing the product portfolio

Diameter of Cirele is propurtions! to products ¢ tribulion to Total Sales Volume

New product
ntroducty

Market gmm-h rate
[in constemt dollam.
relative 10 GNP wrowth )

Present position [* ‘Diveatment

- Lo Divestment
Erpecast position af product

Market Share Dominance
{Share relative Lo azgest competilr

1.6 DRAWBACKS OF THE PRODUCT
PORTFOLIO APPROACH

¥

There may be a number of factors bevond share ang market growth with a much
areater bearing on the anructivencss of a product market or business including:
& The contribuiton rate ' :
» Barriers to entry

- » Cyclicality of sales
& The rate of capacity utilization
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# Sensitivity of sales to change in prices, promotmnal activities, service levels etc.
o The extent of ‘captive’ business

-® The nature of technology (maturity, volatility and compiexlty) ‘
“# Availability of production and process opportunitics :

* Social. legal. governmental and union preserves and opportunities. ‘ '

These factors being particular 10 an organisation their ranking cannot be generalised.
However, the preduct-portfolio approach does provide a guide to strategic thinking
although complications stem {rom urcertainties in the definitions of product
markets. the extent and timing of competitive actions, market growth rate, and
dommant suberdinate mdrkct share. :

Let us now consider the pracncal application of the product portfolio appreach.
Consider a multi-product company as described in the Activity 2.

-An-Example: Case Study on Hindustan Lever Ltd. (HLL) ‘

As you would be aware that HLL is a muluwpmduct company having a dlversrﬁed
product portfolio. 1ts product range includes raw products like chemicals,
agriproducts te branded personal products to exports. The turnaver ﬁg,‘ures for the

three broad product categories are given as under:

(Rs. lakhs)

Product Categories ) 198K 1947 -
Processed Trighycerides. soa ps and I)Eiérgculs' . i  SER. 64 54412
Chemicals énd. Agriproducts : . 130,45 K452
Expdﬂs( Personal Products ele. . ) - 136,27 1X.1

L - was4l 795,37
Exports :
Expoits achieved a spectacular turn-ov8gof K§. 104 crores during 1988, This is-a
new high for the company and is indeed f the highest in the private sector.

e prestigious National Export _A ard. The
ts to Japan which commenced in 1987 have
¥ export portfelio. Hindustan Lever exparts
oducts and markets and provide a stable base {or
¢ uppers have been added to the produict jange and a
t Pondicherry to manufacture these products. The
nt growth in export of branded Basmati Rice under the
trade mark 5 ey'. The growth of fair and lovely cream continn :d and

in cdible fats under the brand name *Dalda’ was slrurgIhem.c[ in },ulf

During 1988, the company recej
company’s exparts of consumeryg
grown further, adding strgogth to
are now large with divers
futurc growth. Shoes and 8

markets, th¥ughPa trademark licence agreement with a local processor in arder to
overcome tarilf barriers. As of today, the company hds nine faciories across the

country dedicated for expart manufacture, : . . ‘

Select details on some prnduct groups of HLL
A) Soaps and Detergentst The key event of 1988 was the successful national
extension of the low cost dctergcnts powder and bir under the brand name
“WHEEL". This was done in responsc to the progressively increasing demand for
these types of preducts in the markel place. Bath the products have rapidly gained
market shares from majar players in the segment. The companies premium products
Surfl and Rin are gaining the premium end of the market, '

The company’s major soap brand Lux, Rexona, Liril and 1. nfcbuoy maintained )
market strength and lmprow_d substantially following the good monsoon, In addition
and as a consequence of a4 mujor wehnology break through and quuck adapmtmn of
innovations, the company successfully Taunched 1wo toilet soaps. *Breezd” and
‘Lifebuoy Personai®in order to capture market share in the mediuen price range. The
other notable success was the launch of ‘International Lux® which guickly gained
market jeadership in the 1est market and is expected to Jead p,rowth in market share
armnoagst premium brands. ‘

" B) Chemicals: Chemicals are emerging as a majer growth and profit contributor in
the product portfolio. The ‘Paras’ DAP fertilizer recorded an excellent growth durmg

the current flnanc'dl VEUT.

C) Personal Producis: [hewe ll.L.uHIt.d impresine growth in valume and‘prof[ts asa
result of & number of steps tih.n o modernise hith produet and packailng. The

B

in
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relaunch of *Clinic Plus’ shdmpoo was very successful and the mmal lndacatlons of
the new ‘Close Up test market are exoeedmgly encouraging.

D} Agﬂbusmess A demand recession in the hybrld seeds business was ex'perienced' o

as a result of drought conditions. However tht: plani growlh Nutrient performed
satisfactorily. : : :

New Product Groups )

Besides expanding on the existing facilities for the mnufacturc of syntheuc _
detergents, toitet soaps, processing of oils, the company has completed preparation
to set up a new facility of manufactire Functionalised palymers at Pondicherry.
Functionalised Biopolymers are products ol modern chemical technology. Another
praject for the manufacture of cracking catalyst for use in petroleum refineries is
being set up at Haldiz. The company has also applicd for permission to set up a
Tissue culture facility at Hyderabad, a third garment unit in Madras acuaculture and
prawn farming project in West Bengal, - '

Research and Developmenl
R & D has given the soaps and deterpents business a compelltwc edge in terms of
tower costs and improved performance. The-companies chemicals business has been
strengthened and has improved its profitability as a result of business led Research
and Development. The profitability of regional products is also partly attributable 1o
excelient Research and Development support and its focussed priorities of business
needs. Bio-technology and agriculiure research provide the foundation for the

: nasoent hybrid seeds.and acuaculiure business.

Ilustzative Questions
1) On the basis of description of thc company’s product portfolio draw up a market
share/ growth mamx for-its major product groups.

2) Indicate the d:rcct_lon taken by the company for the product groups
ol t_hc quadrants of the product portfolio matrix,
Activity 2 . S ' _ Q -
Comment on the company s strategy in’ pl.tnnulg its prodpct por . Does it
adhere to the strategies suggested by the product paortfoli h? if sa, how? if
" not, why" Carr) oul & duhuk.d analysis on the ba‘il\ of st

1 7 PRODUCT MANAGER’S MANAGEMENT
" SYSTEM = SCOPE

.. Product is central to lhe success of the firm, With rapid changes taking piace in

technology nature of. competition and consumer perceptions, product life cycles are
becoming shorter in duration. 1t has therefore become necessary for firms to review
ikeir product mix on a continuous basis in order to achieve their growth objectives.
_ As such pae notices not only the proliferation of brands but also the increasinig need
-to manage products by using specialists. Product management satisfies a genuine
need in large mulGproduct companies, divisions or other businesses where it is
otherwise impossible for- marketing managers to plan and coatrol closely the
pl‘oﬁllbllll)' of individual major products on a continuing basis.

Let us now proceed to answer the question, *“What should be the role of the producl
manager in the product management system?” Three commen conceptions that exist

. 11
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Praduct Masagement =

Basic Concepts

. i) 'Marketing Pecisions

- are that the pmduc( manager i8 (i) a 'little: general manager’ or. entrepteneur {iija.

eoordination ‘of activities performed by others, or (n) an aswstant for 1he product real -

_-. managers-top managemem

__The job of a product manager wlli vary wath respect to the. aumber aud type of

distribution channels used, the extent ta which gach manager influences his ‘products
marketmg budget, the number of product managm in the. organisation and other .

" . such factors. In addition, product management variations oceur from. mdnstry to -

industry with respect to the responsibility and authority in majorf decision. makmg

areas Let us; focus at these aspects of a producl manager ] jﬂb

13 RESPONSIBILITY A‘Nli AUTHORITY -

' Product mﬁnagei;s are involved in three major types of activities: i) significant

management tasks performed to somie degree by ali product managers. ii) marketmg

. decisions, ul)mﬂuenoe on marketmg budget

b Manngemem Tasks.-

These are associated with the admm:strame pma 55 — bega hning with the i
_ estabhshmem of objectives’and ending with the year-end report {o management
~and a ‘re-evaluation -of the effectlve news of the m.arkeung plan employed
" during the previous year. Exhibit | gives an overview of managcmcm tasks
performed by lhe Pmduct Manag,cr :

ision makers for strategic marketing
directors. The gredtést participation of

Product managers are not the real d
decisions. It is the job of the marketi
- the product manager-is with res number or timing of promations,
* -Exhibit-1f gives an overview of the deaifion making authority of the prodiuct
manager across a spectru irketing decisions. In a growing compa ny, '
" however, the product man €s over most ‘of these functions.

i) Budget & MarketingRlans ' ' o
- "Almost in af! t\pu, a of orgamsatmn the product manager has a defmltc__ N

tmg budget (or lhe produt that he manages. This is.
' is more involved. with the ddy-m-day 1mplemenlalmn of

good Io'ok at'the major aleas' of p'rodu't:t mah'.lgemem let us now
\ ut under what. condmons will a lormal pmducl management
- system b Jum!“ed -

| L9 THE NEED FOR A PRODUCT MANAGEMENT

SYSTEM

I} The product mana gemcnt concept of arga rusatlon is most appl:ca bie when a
multi-product company has different products whose individual annual volumes
© are neither so smali as to be insignificant nor so large that they begin to take on
life or death importance. Companies with.only one or two major products’ usually'
find the functional form of org.zmsauon more suited to their needs. :

For example, a large soft drink. manufacturer abandoned its _product management
* system when it realised that it was basically an ovganisation with one high
. voiume and a few low volume products, Since the lesser products were related to
" the major one, .all of them could be handled by a single product manager.

2). The product managgr k3 responsnblhty and authority depend on a number of

‘managemen levels involved. in the decision-making and plan approval proccss '
“These are Indlcated in Exhibit-[11. 1t can be seen that the product management
system will serve no purpose when lengthy communication channels are involved, _'
because it Wl]] unnecessanly delay the dec:s:on maklng process.

Changing Role of the Product’ Mmager

_Hom the dbow: analysis nt is clear that the product managemenl system should be

12




ﬁexiblc and the role and scope of a product manager should allow manouvering
although it should be well-defined..

Flexibility in the task asmgned to produu manager is rcqu:red under devetopmcnts
like: .

a} changes in the number and type of elements employed in the_ marketing mix,

b} changes in the number of product managers employed within the same
organisational unit and ¢} when changes occur in the resources or support services
required for the marketing ¢lements located internally or externally. Let us consudcr
each of these saparately,

i} -When the number and combination of elements emiployed in the marketing mix
change, the praduct managers job also changes. 1f & company starts de-
emphasising advertising in favour of a combination strategy of better margins
for the trade and more consumer promotion, the kind of people the product
manager will be working with and the skilis required for negotiation will differ.

ii) When a company expands its product-line some support service used by
different preducts will be the same. However, all preduct managerss may not
possess the technical skills to use the suppori services requtring thereby a team
of in-house specialists. Market research and advertising are two examples of in-
housz staff developments which can grow as the company becomes more

marketing oriented. The product managers being less involved in technical
aspects Can concen: rale more On sirategic areas. '

iii} A product manager’s role is also shaped by the suppon groups controlled by
him. if he uses an internal resource group it will be shared by other product
v nm'ugcrs akso redur*ing his overbl infloences fm il 2 sales forc is an

must be appcmom:d between individial prudv ts in accordance
- overall strategy of the company.

iv)  Lastlv, the product managers job content also changes as
through various stages of its life cycle or as shifts occur i

developing trade channel support simultanecusly wilffconsuiner awareness and
ire more of a
mauintenance efforl on the part of the pr :

The role of a product manager is th ry verSatile and subjest 1o changes
with the growth in size-of the orga or changes in environment or even
changes in the overall marketing sirat his section has hopeliully given you

a fair idea of the product management system and its constituents,

Activity 3

Swedy the product management systemn of a mulii-product company sndd-a singk
piaduct company with respect to the rofe of wthe product manager. Bring out the
differences und the reasens for the same.

116 SUMMARY

i this snil we have sssentially idenvified the role of the produci manager snd ihe
need for it to change from sitvation 10 sifuation, Froduct mix decisions form an

inteprai part of the proudct management functicn. The prodoct ponfolie upiproach is

a 100! 10 guide the proguct manages in deciding about the optimm product mix.

" The Product Management Process
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_product managers.

D Dgsci-ibe the product-portfolio approach in detail givi-ng diagrams.

' 3) What are the limitations of the 'p-p'apéroach?

Although it has its limitations it can serve a useful purpose if the parameters are

defined properly. Last but not the least, a detailed description of where

the product

manager fits into the product management system is given. This is necessary to
understand: the function of the product manager better and define his tasks in more
clear terms and let him work more effectively in the fast changing product; market
environment there should be no ambiguity with respect 1o the tasks. of individual.

1.11 SELF ASSESSMENT TEST

2) What are the strategies suggested to have a balanced portiolic?

4} Describe the rale space of a product manager in chénging 'product tarket

environrent.

1.12 FURTHER READINGS
India Pvt. Ltd., New Dethi.

Harvard Business Review V.oli 53 Januar Fébruar)r. 1975, Shifting Ro
Product Manager by Richard Crewegt & Ngnley Stasch.

Journal of Marketivg, April. 1977, Diagnsisf the Product Portfolio by

Day.

Q

Kotler, Philip, 1986, Markering Martagement, Chapters 11 & 12.Prentice Hall of

o uf the
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UNIT 2 THE PRODUCT PLANNING
"SYSTEM

Objectives

After reading through this unit you will be abte to:

s Explain the meamng of a product planning system;

Discuss the constituents of & product planning system;

Describe some major product planning models;

Use the product life cyele concept as an aid to product planning:
Develop a suitable product ptanning system for a given organisalien.

Structure

2.1 Introduction .

22 The Traditional Approaches ta Product Planning

2.3 A Matrix Approach te Product Planning '

24  Product Evaluation Matrix in a Nutshell

25 A Model te Add Clarity and System to the Judgements Involved in
Praduct Planning .

2,6 PLC as an aid Lo Product Planning

27 Operationalising the PLC

28 PLC as a Tool to Plan Market Share Strategies

29  Summary '

210 Self-assessment Test

2.1} Further Readings

2.1 INTRODUCTION

Development of a sirategic product planning system is on the most critical
elements of a company’s product management function. In ing such plans. the
management reguires adeguate information on the cysgent ald anticipated
perfarmance of its existing products. This inform; an again be broadly
ctassfied inte two dimensions: (i) the perceptual dimasion consisting of the
consimers perception about the product pe s weiPas in relation to the products
ot the competitors and (ii) the *objective’ d 0& consisting of actual raw
information about actual and anticipated per. aince an relevant criteria such as
sales, profits and market share.

As you can see [or yourself the information en both the dimensions needs to be seen
as 4 whaole to develop a proper product plasning system. However, most approaches
use the information obtained in isolation making the picture incomplete, We shall, in
this unit. discuss the different approaches to product pianning.

2.2 THE TRADITIONAL APPROACHES TO PRODUCT
PLANNING .

The product portfolia approach described in the earlier chapter is onc of the earlier
tools used for product planning. Then there is the concept of positioning the product
vis-a-vis its competitors. However, both these systems show little concern [ r the
measures like sales. market share and profitability taken together coumprehusivery.
An integrated approach to product planning was been suggested by Yoram Wind
and Henry ). Clayelamp in a paper presented in the Journal of Marketing. We shall
study the same in the next section.

2.3 A MATRIX APPROACH TO PRODUCT
PLANNING

The matrix approach consists of the lollowing phases.
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Phase A: This requires definition of the relevant universe in terms of the 1
strategic product/market area. What do we understand by this? It essentic
that '

i) The definition of the producl.should be clear and unambiguous incl
subcategories of the preduct; ' : '

relevant
1y means

usive of

i) The strategic markei should he a well focussed segment 1o iend spacliﬁcity to

the analysis;

i) The relevant measvrement instroments in terms of units of sale and
period of sales whether menthly or quarterly must be specified.

the fime

Phase B: This ¢ntails examination of the sales positon for the given produyet in the
strategic market ared. A graph of industrinl sales and company sales for & given
periad is plotted. Thereafter the product is assigned to the stage in the product life

cycle on the basis of certain criteria:
If the annual sales frend over the past years is:
i} negative, assign to the Decline category
wy  0%-10% increase, assign to the stable category:

i)  Over 10% increase, assign to the growth category.

"

Phase C: The market share of the company’s given product in the strateg

¢ product

rarket area is then determined using certain criteria 1o assign inito categories.

The iliustration given below for two producis A and B will enable you to

understand

the process of assignment to categorics and determination of the products strategic

position. _ _
Dlustration: Assign product to one of the follOggng caiegories.
Sxlex - Industry Company |
D Decline ...
% Swable ..o . W, . e
3} Growth '~ ........ " ..... T

Fiarket Shsre !
1} Marzinal MarkeRNB&SWen . ............... et aiaraaeraan can

2} Average ;é gt PosHIon .. it i i e
3} Lending Mk Positi : ses
Profitebitity -
DBelowT. et ..., .ol e teeeeitaieinanaaaaeaias
2) About Target ..... ............................ P

A past trend of the preduct is also pietied to facilitate the assignment precess

described above: _
Fig [ A product-evalustion martnis having fwi hypothieticat products A snd B over ik

vee YEars

Compgey saies = Dactine Stabie o Lrrowik

Profiakiliny
industr™ Ealow Abuve | Below Abgve | Relow
Eales \\\ target  Target targev | terget Taiget tecgel ptarget Targei

Marz-, .
Aap eliars

Above
et

Domiaant
Growih  Averege ATd
Marginal . ) A3 '

ATS

Daminant
Stable  lAverage
Marginal

Dominac:
Dhecline YAverage BT [ZRE
' ™ arginal B7S :




O the basis of the assignment done ahove a product evatuation matrix for two
kypothetical products would look somewhai as: .

Fig. 2 Incorporating Sales, Market Share, snd Profit Farecasts into the Produet
Eveluation Matrix

The l_’foduct Planning System

Current position (C) Unconditicoal proiectlon (P) Conditlonal forecust (CF)
Industcy .Company Market  Profita- | [ndustry Company Macket  Profite 'lndus-try Company Market  Profua-
Product sales = sales share mlity sales sales share bility sales sales share bility
T Deciing  Decline Av. Below Decline  Decline Av. Below Decline  Decline Marg. Target
: target | target o
) Decline  Stable Av, Below
. target
2 Stable Drecline Ay, Target Stable Stable EXR Target Stadle Stable © Dom. Target
Sowrce:- Adapied Trem Planoing Product e stratees A Mateiy approach by Yoiam Wikd and

H. C lm:mup “Srrnal of Marermg', Vol 40 January. 1976,
Here the two products A and B have been traced for three years. Product A which
showed a marginal market share in a growth+industry had stable but below 1arget
profitability in the {irst year, This lmprcvcd to growing profits and average market
- share in the nest vear to achieve targets. This was follewed by an above target
‘profits coupled with an average market share in a growine industry. The
performance of product A has thus steadily improved.

The product B on the other hand is in a declining industry with an average market
share and stable profits on target in the first year but in the next year &gecline in
profitability is seen. In the third ycar the decline in profits continuag witi\g drop in

the market share as well.

Faluation Matrix: The -
best course available for product A wilt be to move from av@gage gharket share-to
the leading position maintaining above target profits sacrifictig same profits for
the leading position to have targeted or even below ta fits.

Suggested Marketing Strategy on the basis of the Product E

to ilprove market share
stability in profits aithough

For prdduct- B the iction course available wa
pasition from marginal to average and also
they may be below target.

As you can very well discern from thi e that a product evaluation matrix
enables a-company to take into account parameters — industry sales; company
sales: market share and prefus at the same time. We caa make the follmung
inferences regarding a firms product planning exergise: :

Inferences: A firms major strategic product/market decision alternatives for its
existing product line and the component products of that time in a given strategic
product market srea are; . : '

1} Do not change the product or iis marketing strategy; ~

2) Do not change the product but do change its marketing strategy. This may
involve a change in the type and Ievel of advertising, distribution and prlcmg
strategies associated with a given positioning and given product attributes.

3) Change the product. This may involve product modifications either within the
parameters of the product’s current market positioning or within a new
posmomng In either case, a change in the associated marketing strategy is
required. :

4) Discontinue the product or the product line. This strategy may involve an interim
product or product line “run out™ strategy, gradual chopping of the product line,
ot the immediate phasing out of the product or the complete line.

-5) Introduce new products into the ling or add new product lines,

In keeping with the varying degree/intensity of changes required in the five
alternatives suggested above, we can identify different levels of analysis and
specificity of guidance pmvlded by the Product Evaluation Matrix. This is described
in the next section.
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- 2.4 PRODUCT EVALUATION MATRIX —

" i) Market-share of fhe product

IN A NUTSHELL

This approach requires five levels of analysis each with aa increasing S‘ipccificity of
guidance, for the firm's strategic marketing decisions, The first levet is|based upon
the evalvation of the product’ current position with regard to industry and company
sales, market share and profitability thus providing limited guidance. The fifth [evel
on the other hand, provides detailed and specific guidance based on projected
product position with regard to sa'es, market share and profitability under

“alternative marketing strategies, aw:icipated competitive actions and alternative

environmental conditions. The five levels are summarised in the following table.

Specificity «f Guidance Nature of Operstion

Lowest . 1} Curreni product position on industry sales, company [sales, tarket
" share and profitability,

|

2) Projected product position on sales, market share ang profitability
assuming no major changes in the firm's masketing activities,

competitive action and environmental vonditions,

3} Projected product position on sales, market share and profitability ©
under alternative marketing strategies, assuming no changes in
competitive action and envirenmental conditions,

4) The above plus diagnostic insights inta the competitive stracture and
the effectiveness of the firm's marketing activities, |

ition on sales, market share; and profitability
eting sivategies, anticipated competitive action
mental conditions (based on computer

Highest ' 5) Projected prod

This Tabie has been taken fro @ br presented by Yoram Wind and Henry J.,
Cray Camp on Produét Line Plalmiflg Strategy which appeared in J om]na! of
Marketing, Vol 40, (Jan 6) . :

Axctivity 1
Select a produc mpany or a company you know of Gather information
on past trends regiding: '

i) Indu

ii) Compa es

iv) Profitability

Prepare a product evalvation mairix on the basis of this data. Suggest an action plan
for the product. :

2.5 A MODEL TG ADD CLARITY AND
SYSTEM TO THE JUDGEMENTS
INVOLVED IN PRODUCT PLANNING

Different companies use different systems for product planning. These may range
fram a system whersin a single person attempls to assimilate the pertinest data,

- make a decision, and then explain his strategy to his associates. At the other end of

the scale is the Jarge company with a well-organised product planning department

where the required informatien is collected and compiled into a whole lot of charts,
profile graphs and estimate sheets far the consideration of those responsibie for the
final decision. : ' ' .

A model for product-planning with particular emphasic on new product introduction

~ in the product line hias been presented by John T.O.’Meara, in the Harward Business

Review. Let us examine this-approach in detail.
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The Model: It uses statistical and financial concepts like probability and pay-back
period. The exhibit below gives the criteria for awarding ratings to a gwen product.
Thus, ratinig the product on certain factors and subfactors is the first step in this
qmodel for product planning. This exercise is particularly useful in evaluating a new

* product. On the basis of ratings awarded in the evaluation exercise carried out-
above, the factor ratings on the four major factors viz. Marketability, Durablhty,
Productive Ability arid Growth Potential are obtained. These factors are also
assigned weights in accordance with their relative importance. In the same manner,
“each of the subfactors that comprise the four major factors are weighted, Let us
evaluate the subfactors of the factor Marketability. Therein each of the factor ratings
are assigned an estimated probability which essentially evaluates the chances of
Whether a factor will achieve the rating awarded to it. From the exhibit given below
it can be seen that there is at least a 50-50 chance that the merchandisability
characteristics of pmduct X will meet the definition of “very good“ that there. is less -
chance that it will meet the definition of ‘good’ and that there is even a smaller
chance that it will meet the definition of ‘average’. This method of precisely stating
onc’s best Judgement wit] result in a more efficient evaluatlon than would be posstble
using a less systematic procedure, :

After assigning probabilities to the subfactors, each probability figure is multiplied
by.the numerical value attached to the rating. This is termed as the expected value.
" The expected value of all the subfactors and 2 total of these expected values gives
the final evaluation of the factor comxmed The énd result i$ an index number
. which represents the factor.

The total expected values for each factor are then multiplied by thcu* weights to.
arrive at a final factor evaluation as follows:

. Table 1: Factor Rating for a Product

Proposed Product = - Product X Evaluated b " Jofn Smith

I 2 3 4
Factor Factor weight - Assngned Fact « Final Factor
-7 : . cot s aalue - e cvaluation

Marketability - T

)4 28.6
Durability R 03 © 2.6
Productive ability R (N 92
Growth Potential 0.2 2 [18 -
Final intangible factor - 1.0,

mdcx number
This final intangibk factor index uum’be amed is compared for dlfferenl

prodmts which are being evaluated as well as against a standard set by the company
: Exhﬂdt LH Fnttnr snd Suhhﬂor Ratings for 2 New Product -

“Very Good Good - Average Poor Very Poor
MARXETABILITY ~ o T
A. Kelation to pressnt {en reach major " Can reach major We have to distritute Will have to distri- ~ Will have to' distribute
Distribution chasnels sarket by markets by equally between new  bute mastly through  entively through new
o distribution Throvgh  disiributing mostly  and present channéls, new channels in - channels in ordes to
present channels through presemt  in order 1o reach order to reach reach major markets
) * channels, partiy major Market - major markets :
through new channels ’ )
B. Relation to present Complements a N Complemsants 2 Can be fitted into Can be fisted intoa  Does not fit in with
product lines . present line which  present line that " present line present line bot does -any present
' - npeeds more products  does not peed, b not fit catirely product line.
o fitit _can handle, ancther o '
. o ~ products _ ]
C. Gaslity/ price " " Priced below all ©  Priced below moest  Approximately the  Priced above many . Priced above all
- relaticnship o competing products  competing products  same price as - gompeting products  ccmpeting products
o . " of similar quety  of simitar quality/ - competing products  of similar quaiitv of similar guoality
) i "of simitar quality : o i
Tr Wumber of sizes CFew staple sizes -Several sizes and Several sizes and Several sizes and  Many sizes and grades
and grad angd grades grades, bul customers grades, but can grades, each ef which which will necessitate
will be satisfied satisfy custorer will have io be . heavy inventories
with few steples - wants with ymall pocked inequal
inventory of EMO NS,
nanstapies
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E

F.

{8
A,

C:

_ Mer:handisability

Effecis on sales of
present products

DURABILITY
Stabifity

Breadth of market

Resistance to
cyclical
flucteations

Resistance to
scasonal flectuzations

Exclusiveness
of design

PRODUCTIVE ABILITY

Equipment necessary

Production knowledge -
and personnel
DECESSATY

Raw matcrisl
availability

-Has product

characieristics aver
and above those of
competing products
that lend themselves
to the kind of
promotion,
adwertising, and
display that the given
compary doss best,

Should aid in sales
of present praoducts

Hias prommabie
characteristics that
will compare
favourably with the
characteristies of .

* competing preducts -

May help sules of
present products

. definitely will not

Basic product which
can always expecl
to have uses -

A aanonal market, a
wide variety of
consumers, and &

- poténtial foreign.

" b¢ harmful to -

present sales

Product which witl
have been long

- enough to earn

beek initiel
investment, pius at

‘least 10 years of

additional profits

A national markei
and a wide variety
of consumers.

throughout the year

Can be protec
by a patent wit
no loopholes.

Can be produoced
with equipment
than is presently

" idle.

Present knowledge
and personnet will
be able to produce
mew product.

Company can-pur-

. chase raw materials

from its best
suppliens)
exclusively

. market,
Will sell readily Effects of cyclical
in inflation - changes will be
- or depression derate, and will
be felt after,
changes in economi
outlaok.
Steady sales Steady' sales

undet_unusua

n be patented, hut
‘patent nmight be
reumsvented.

Can be produced
with present -
equipment, but
production will
have to be scheduled
with other products.

With very few
miner exceplions
present knowledge
and personnel will
be abie to praduce
new product ’

Company can pur-
chase major
portion of raw
materials from its
hest suppliers (s),

- and reminder from

and anc of a number
of companies

20

Has promotable -
characteristics thar
are equal 10 those
of other products

Should have no
eifect on present

- sales

Product which will
have uses lang
enaugh to earn back
initial investment
plus several (From 5
ta 1) years of
additional profits

Either a national -
market or a wide
variety of consumers,

Sales rise
and fall

onomy

Seasonal fluctuations,

but inventory and
personal probb

‘Has a few

chacagteristics that
&re promotable, hut
generally dess not
BEAsuTe vp ta
characteriztics of
comnpeting producis.

My hinder nreseut
sales some;, definiely
will not aid
present saies

_Praduct which will

have uses lang
enpugh ta earm back
initial investment,
plus ! ta § yeurs of

 addiional profits

A regional market
and a restricted
variety of consunters.

Efiects of cyclical
changes will be
heavy, and will be
ielt before changes in

‘economic outlaek,

Heavy seasonal
fluctuations that will
cause considerable

.can be absorbed.

Cannot be paterced
hut has certain
salient characts-
ristics that cannot
be copied very witl

Can be produced
fargely with present
equipment, but the
conipany witll have
to purchase some
additiona! equipment

inventory and
personal problems.

Cannot be patented
and can be copied
by larger, more
knowledgeable
companies

Company -have to

buy a.good deal
of new eguipment,
but some present
eguipment.can
be. used,

With some exceptions A ratie of approxi-

preseal knowledge

©and personnel will -,

he able ta produce
aew product.

mately 50-50 will
prevatl between the
needs for new
knowledge and

" personnel and for

Coampany can pur-
chase approximately
half of raw
materials (rom

present knowledge
and personnel,

Cci-n_pany must pur-
chase most of raw
materials from any

.one of a number of

its best supplier {s),

and other half from

any anc of a number
of companies.

nies other than

its best supplier(s}). -

Hirs no characteristics

]
™

all that are equal .
competilors, of that
rd themselves to -
jaginative -

omolon |

ill reduce sajes
presently
fiiable proguets

Prioduct which wiil

pr
in

A
in

shably be complete
near future

spacialised snarket
a small

marketing area

Cyclical changes will

<a

1se extreme

fluctuations in
demand.

Sewere seasonal’
flurtoations that will

[11a

ressitiute layofl

angd heavy
intentorises. .

Cannot be patented
and can be copied
by|anyone,

Cam will have to buy -

M
an

all|new equipment

ostly new knowledge
d personnel are

neaded to produce
thz| new product,

Company must pur-
chase most or all of
raw materials from
a certain few’

co
its

mipanies other than
hest supplier(s),




situation-value addeg added so a8 to added so Lhat, added. so that, 50 as o allow, so that all companies
stibstandially restrict  unless productis unless other ' laror medium, and - can profitably.
number of extremely well suited companies are as " . some smaller enter market.
comppetitons . 10 other firms, they  strong in market companies to
wili not want to as this [irm, it will  compete,
invest in addi- " not he profitable for
Aional facilities them o compete.

C. ‘Enpecied availability “Number of end Number of end Number of end users Numiber of ead Number of end |
of end users users will increase users wiil increase will increase users will users will
substantially . moderately. slighily, i at all. decrease moderately  decrease substantizlly.

 Exhkibit 11: Exampie of the Use of an Fvsluslion Sheel

Proposad Produci: Product X o Evalusted by: John Smith

1 - o2 3 4 5 ) 7 8 9
Subfnctor " Gubfaclor Vervpood {10} CGood (By  Avemage (6} Poor (4)  Very Poor () Total  Subfacter
' Weight EP EV EF EY EP EV EP EY EF EY + gvaluation
) (Cal. 2
x Col. §)

.2 16 0.5 3ip 92 0.8 - - 6.4 6.4

Lrd

Reiative o present - 1O 0.1 i
distribution chaonels

Relative Lo prosent 1D 6. ) 02 e, 04 2.4 0. 3 0.1 0e - 60 6.0
product lines :

Guality ! price 30. 81 30 e4 32 02 12 W 04— —~ 15 B4

relatinnship .
Number of sizes 18 6.1 10 [ 16 0.5 o 02 0.8 — — 6.4 6.5

and grades

Merchandisabiity 2.0 5.5 5.4 0.4 12 oh - - —_ = — &8 176
Partson sale 20 ~- — 02 i B ¥ T/ S I - = 58 1.6
of present ’ ) i

proedusis [ JER—
(LNt ’ : Tenal  factor value: 7.4

fpd e DY Mg

tlote . BEF = Estimaiad prooaty

4 ¥ = Expected valued compreed by multipiying the vaiue by the estimated probability.

% CYCLE — AN AID TO

You are ajresrdy fainiline with the conespt of product e cycle. Simply stated the
consept zees the life'of a product ss analsgoues tothe iife of an organist,
‘progressing throvgh the slages of birth growth maturity decline and deiith.

The 3 chaped logistic vurve has baen widely aceepled as a representation of the life
eycie of & product, Raving four discrenibie stages; a jog phase (introduciion). an
rxpoucniial phase (growtn), & statiouary phase (maturity and saivration} and 2
dechine phase. Figure 3 below ghved o tvpical PLOC curve.

The empitiual uppast for she § shaped prodact life cyeic is rot universal and the
evidenes rmpnrding HS validiny is. therefore, not conclasive. The genera! paitern
showi abeve was Tound 1o ¢xist in coriain product classes Puazel and a0k in their
sin@y of 192 consemer products iy 1389 found that 33 per cett of he products
foilowed the ganerdipaitern of product kifs evele. A number of studies on ind astrial
products alse showed thet a fairly Jarge percentage of them approximate the PLE
rEpresHnialing., ' .

.\
et

GROWTH POTENTIAL ) ]

A, Plage in market New type of product Product that will Froduct that will Product that will Praduet similar 1o

. that will fill a substantially improve have ceriain new have minor improve- 1hose presently on
feed presentiyv on praducts presently characieristics that  menis over products  the market and .

) rat being MNited. on the market. will appeat to a presently on the’ which adds nothing
. _ : suhstantial segment  market. new, -

. of the market. ' . .

) B, Expected compelilive Yery tgh value Higk enough value  High enough value  Lowes valuz added  Very low value added
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Saies

Time

“Introduction Growth Maturity and Decline
o saturation .

Flg 3: The Typiul Pradoct Life Cycle

Sales of ‘mature’ products however, did not necessanly follow the predicted pattern.
Three variations in the maturity phase were observed — the expected sta le -
maturity, 4 growth maturity due to changes in the market vaiables, and an |
innovative maturity due to some innovations introduced in the. product. Similarly for
the decline stage, it has been shown that the stage is not 1nev1table for products hlcr
evaporated milk, bread -etc,

it must however, be clearly underétood that@roducts do not follow a natural and
inevitable cycle of birth, growth and deagh as nisms do. The praduct life cycle
that they follow is, to a large extent the réSylt afid not ihe cause of marketing
strategies. The sales and profit graphssdo respond to marketing inputs and a sales
decline does not necessarily mean p product has entered an irreversible decline-,
phase. As the life cycle stages do g¥e predictable duration and:inevitable
sequence, the product life ¢ concept can at best be used as a genieral ghideline for
planning future action. It hi supplemerited by a deep and thoroug study of
the market and compg ditions characterising a product in order ‘l. serve as .
productive or plans '@ The usefulness of PLC concept varies in diff¢rent
decision situation. ANg planning tool, it emphasises the type of main marketing

challenges a uct is kely to face in the different phases, and suggests ajor
alternative s that may be followed at each stage. As a.tool for codtrol, PLC
.concept enable parison of product performance against similar products in the

past. It has got a limited wtifity as a forecasting tool as sales histories of p oducts
differ widely and the hfe cycle stages exhibit varylng duration. Table¢ 2 gives a
representation of the varying marketing objective and the resultant stmegm that
may guide action at different stages of PLC

Table 2: Variation in Marketing Objectives &--smugm nt Different Stages of PTC

~ Stages in ~ Introduction Grawth - Maturity . Degline
Life Cycle : : .
[ 2 3 ) -4
| Marketing - " Inculcste - . Maximise Defend ana Reduee
- Ohbjective product market share maintain . expenditure
: awareness and ) market share,  and iry to gei " -
_ trial - o _maximise - wihat you can’
- : o ~profits from the brand
2 Praduct Sales: low " Rapidly rising  Salesat . Declining ™
- - " Peak,
Stabilising ]
Cost: - high/ © Average Low/Customer Low,Costomer
: _ .~ Customer Customer 3
Prafits: Negative Rising High ~ . Declining
" Customers; Innovation Early adopters  Late adopters
. Competition: il or few Rising . Number  Delining
et . o ‘number - stabilising them
e : . : declining
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Qifer

. Diversify

Eliminate

Product: Offer
Strategies basic product . product brands, weak
exlensions - models  products
Price: Cost Penetration Price to meet Reduce
plus pricing pricing or beat prices
) . _competition
Distribution:  Start with Build - Strengthen. Eliminate
: selective disiribution intensity of unprofitable
distribution i ~ distribution outlets, become
: more selective:
than growth
) phase
Promotion: Advertise 10 Advertisg 1o Build select- Roduce advert-
N build aware-  sustain aware-  ive demand by ising to the
. ness among ness and kighlighting level needed to
early adaptors _ interest in the differentiation.  maintain loyal

The Product Planning Systemm

and use heavy  mnass market Step up sales buyers reduce
sales promotion . and go easy on- promotion to sales promotion
to promote . - sales promotion promote 10 mitiral
-trial 7 10 exploit from . - level
Co " heavy con- competitors '
SILITIETS '
demand

(Adapted fram Philip Kotler “Marketing Manageme'm, Analysis planaing implementation, and control”,
Premtice Hall of India Pvi. Led., New Delhi, 1988). : )

V-

essary (o understand how -
the context of its life
ire following decisions to

2.7 OPERATIONALISING THE
PRODUCT LIFE CYCLE .~

in order to utilize the product life cycle effectively it i
one can unambiguously determine. the position of a pr
cycle. Putting the PLC concept into operation d re
be taken o

e acthgl shape of product life cycle curve
a individual product and a brand it is

a) Deciding upon the unit of annlysis: Aj
may differ for product form, product af&
important to decide which_particular un *‘09 alysis is being considered. The PLC
_analysis can be undertaken for each of theX units both at the firms and the industry
level. The importance of explicitly defining a unit of analysis will become apparent
to you when you consider an example of say TV Sets. Should all TV Sets be
' considered or the focus should be on either black and white or Colour sets, or
portable v/s non-portable ones — it is apparent that no set rules'can be prescribed,
at to the correct unit of analysis. Based oni their needs and intention of how to use
the PLC, management ehould define-and select the relevant unit of analysis.

Definition of relevant market _ :
Normally, the PLC approach assumes a single homogenous market, which is further
segmented by the difference in adoption behaviour of the consumers i.e. the early
- adoplers, late adopters and finally the laggards. Generally PLC studies focus on the
‘product sales at the total market level, it is sometimes useful to consider the PLC by
type of market (for example international v/s domestic market), distribution pattern
{direct v/s retail distribution) or market scgment (organisational buyers v{s

individual buyers).

Identification of the products stage in the PLC

In order to use the PLC concept one would need to answer two related guestions
(2)how to determine the stage of a product in the life cycle (b) how to determine
when the product moves from one stage to another. Since the shape of the FLC
curve varies widely for products as does the duration of the different stages, it is not.
possible to assess the stage of a product in the life cycle and its transition to another
stage merely by observing the historical sales graph of the product. Let us consider
the operational approach suggested by Polli and Cook as represented in figure
below: -

z3
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_number of variables like product char,

" Determining the time unit

} l/l[llllllllllllll

Fraquency

N

30, -20 -0 0 410 +20 +30s

. Percentage change in real per capita product aales .
The approach is based on the measurement of the percentage change in real sales
from one year to the nexi. These changes are plotted as a normal distributien change
in real sales from year to year is then measured, Products having a percentage
change less than —.5 are classified as being in the decline stage, those having
percentage change greater than .5 were classified as being in the growth stage whils
those in the range of +.5 were classified as being in the maturity stage, Which was
furttier divided into decaying maturity and stable (naturity, :

As far as the duration of a stage in the PLC of 2 preduct aad the exact point i

ne siage to another, no gengralised
of each PLC stage depends on a large
jon market acceptances and

time, of the transition of a product from
conclusions can be drawn. Since the durat

competitive action.

Defining the Unit of Measure . o
Though most analysis of PLC abesbfised on actual sales it is important to determine:
a) Whether to use L_mit rupee sales as un"it-af measurement.
b) Should actyy s fighres or adjusted sales figures be used.

¢} Should real Mcement prices be used as units of measurement.

d} Sigs be atlowed 10 function as the sole yardstick or other|eriteria like
arket share be used to estimate PLC curve, :

Annual data generally forms the basis of PLC analysis. As the Yife pefiods of
products are shortening and as some classes of products are prone to wids seasonal
fluctuations, it may sometimes be considered desirabie to use quartery or monthiy
data 10 develop PLC graphs. Depending upon its needs and the product -
characteristics, management must decide in advance wha! should be the unit of rime
chesen. : : ' '
Actlvity 2 .
Consider 3-4 products of your company. Identify the stage of PLC that they are in,
suggest implications for product planning using tise PLC. '
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7.8 PRODUCT LIFE CYCLE — AS A TOOL e preta T
TO PLAN MARKET SHARE STRATEGIES

Detertining the market share straiegy of a.product is also one of the key factors in
product development. When a product manager is faced with a number of prdducts
which are doing weli presently he has to come to'a decision regarding the long term
market share target for each of the products. Given-the market share to be obtained
the other elements of the marketing mix can then be decided upon. How do we go
about making decisions regarding the market share ohjectives? What criteria do we
use? A framework to evaluate a products’position vis-a-vis its long term growth
prospects has been developed by Bernard Catry and Michel Chevalicr, Let us try to
understand the proposed framework in the next section. ' :

Framework Suggested: The first market criterion used is the stage in-the product life
cycle the product is in. This gives a good indication of the trend in demand as well
as competitive patterns. The three phases of a product life cycle used here are
introduction; maturity and decline. s '

. The second criterion consists of placing the firm into three categories on the basis of
its market share.. A firm can therefore be placed in (i) small market share (ii)average .
position and{ili}dvminant position. :

On the basis of these two criteria thie firm can choose whether to (i) increase iis
position (ii) maintain its position at the same level; (iii) redncee its market share.

The table | given below indicates the different alternative positions that exist over
time in a product group. Each cell corresponds.to a different investment or a°
different expected gain. The term investment in this case means that a fgn deciding
to increase its position at the introductory stage must make produdy
marketing investments that will enable it to increase both its pra
market coverage and its production facilities. On the othef
maintain its position in a slow growth market may not reqt
in the table, the amount of investment necessary is SREg
pluses aid minuses following the letter I, while the a
indicated by pluses and minus following the lejig
obtained for each cell by computing the’ arig
expected cash returns in the short run. This f8
" a decision on the appropriate strategyy

of expected cash return is
h overall value can thus be
sum of cash investments and
2"basis for comparison to arrive at

Table I: Market Share Diagnosis

Product Life Cyele: Market Sharc Position of the Firm

Strategic Alternatives ) Imreduction . - ©- . 'Maturity ’ . Decline

Small . Average  Dominant Small Avernge  Dominsnt  Small Ayersge  Dominant

Increased _' 1++. l\++ f++ | E R I+++ l++4;+ I.-» [++ L+e
{ovestment E+++ E+49 E+«"  Ep# E @ B E-D E-- E...1®
Maintaining R T 1++ 1 1 P 1+ 1 I-
Position - E® . E® _ E+® E' E++¥  Fosed EX E+ E+#

Disinvestment - | S L~ 1-- I- [--- 1---- I- 1--- | IS
e’ g E E+ E++¢ Eresrsd E E+d E,t_o’

§ = Amount of investment required.
E = Expected Cash Return ’ Lo
Nnmb_’crs indicate the overall financial value for the cell (E-I)
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i) - In the introduction stage of the product life cycle the best snort term

The action implications arising out of this table can be suMua..ised aé urder:

a weak brand is to irvest in market share, On the other hand, for th
firm the ¥ st strategy would be to harvest;

share at a very late phase of development uf- the market.

Activity 3

strategy for
dominant

i) Firms with a small market position are advised not to invest for more market

Consider a very mature market, say that of reﬁned vegetable oil as'a. cooking
med:um You are aware of the competitors and their approximate market position

* for this product. On the basis of the PL.C/market share pesition — if a competitor

has a small market share in this market what should be the marketing strategy in

terms of investing in more market share or disinvesting?

Hint: Draw the PLC of proundnut oil {refined) as a cooklhg medium,

2.9 SUMMARY . -
In this section we h n sZe' tools available for product planning and

These may not pro
‘guideline. Dependir'lg
company ma
number of p

d to the problem but they definitely serve as

on the data available and time available to take d

dapt oric or more of the above methods. 1t also depends u
the company has in its. product line.

analysis.

cisions a
pon the

2.10 SEL‘F-ASSESSMENT TEST

1) Draw compansons between the first approach suggested for Product P

nning

{bused on mdustry sales, company sales, market share of the product and
profitahility) and the Market-Share Approach Outlired for product planning

based on PLC.

. 2)..In what situations do you feel the PLC is an adequate tool for product'

planning?

3} Briefly enumerate the syslematlc approach to product planning wsing probablluy

estimaltes. .

2.11 FURTHER READINGS

Kotler, Philip, 1986, Marketing Mamgemem. Chapters 11 & 12,Prentice Hall

“of Indla Pvt. L.td., New Delhi.

l-hrvard Busnncss Review Vol. 53. January, February, 1975, Sh:frmg Role af the

FProduct Manager by Richard Crewett & Stanley Stasch

Joumaf of Marketing, April, I977 Dmgnos:ng the Product Portfolio by
" George Day
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UNIT 3 ORGANISING FOR NEW
PRODUCT DEVELOPMENT

(Objectives

After reading this unit you should be able to:

o Describe patterns of responsibility aliocation for new products;

¢ Discuss the organisational arrangements made to facilitute new product
development,

» Justify the setting up of new product development units; .

& Suggest alternative organisational patterns for new product development

Structure

3.1 Introduction
3.2 Seiting Responsibility for New Product Development
3.3 Structural Units for New Produet Development
3.4 Function of the New Product Develapmeni Units
3.5 Summary
3.6 Sclf-assessment Questions

3.7 Further Readings

3.1 INTRODUCTION

Since planning and coordinating new product development activities igyolveNgimost
gvery area in an orgaaization to ensure that new product development rt -
properly coordinated, it is essential that special organisational agpamgemenis-arc .
developed around the day-to-day chores needed 10 keep the opf & moving
smaoothiy and successfully. Managers in each functional area such arketing,
manufacturing, and finance, thercfore concentrate on m g immediate objectives
and solving current problems. Despite the fact that every ws that the future is
impartant, current problems easily blot the future jrugn viey. But, the long-range
survival of the firm requires that new producis b @ : '

The Booz, Allen, and Hamilton sindy of n rodudy introductions suggests that the
organizations which encounter the greats s in new product introductions are
the ones that have given the greatest care t nizing {or developing those
products.*

Setiing up an arganizational form for new product development involves the
following related questions: '

[} Whe iz to be responsibie for new product development?
2) What are tasks 1o bz accomplished?
3) How are the tasks 10 be accomplished?

fn other words, organizing for new praduct development implies establishing
respoasibility for varrying out new product development, and, also, creating spetial
structure(s) to handle such an aclivity — along with the functions to be performed
by new product umiis. o

3.2 SETTING RESPONSIBILITY FOR NEW
PRODUCT DEVE_L{_)FMENT

Respansibility for developing new product can be set at the corporair level, the
divisiona! level, or the operating level.

*New Praducts Managertent for the 19805, (NY: Booz, Allen, and amilton, Ine., 19823, op. 17-32,
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" New Produet Development at the Corporate Level

Involvement of the top management in new product deve]opmem d

'*pehds upon the

importance that has been assigned to new products in the overall plan. Corporate
level new product department is feasible and appropriate when the objective is to

develop markets or products that are not in the firm’s normal lines
when the outputs of various divisions have similar technelogies and
The nature of a company's business (and its future business) conditi
management suppon A eompany that is slow t¢ change has i innov

- a minor role in its performance and, therefore, delegates new produg
" to lower level executives. On the othér hand, a fast changing indust

example, electronics and chemicals, depends on innovation for com
advantages. and has high-léve] executives concerned with aew prode

Operating divisions normally neglect development into unfém_iliar Ti

of business and
markets.

lons the top”

tion playing only
t development -
ry's firm, for

petitive )
et development,

1ds for they fall

outside traditional spheres of business. Divisions seldom allocate {unds to venture
into brave new worlds. Unless the fask is assumed at the corporate level, such -

‘oppartunities would be missed.

Figure 1 is one of the possible ways to depict an organization® with
new product development lying at the corporate level.

Chief Executive

Fesponisibility for

Officer
———————)
- . . " New Praduct
tnit
Division . Division Division

Fig. 1
ath advantages and dlsadvantages of havmg new prodm
y set at the corporatc level.

Advan(ages : :
1) Greater effectiveness and cantrol of innovative actlwtles —- Cen
units are usually larger than the scattered, decentralized units at

ot development

ralized research -
tached to

" divisional operations, and the larger size permits hiring of a more spemahzed
. technical staff well eqmpped to handle a wider range of problems

2} Insulation from the dally pressures and crisis atmosphere — Re
the CEO, the new product .unit has a direct liné of comirinicat
manageinent and the benefit of status. Its closeness to the sourc!
power keeps it protected from the mutme burdens and crisis thg

“personnel.

Disadvantages

pnrting directly to
on to top

e of carporate

t infect operating

1) No response to the urgencws of the market palue ~- [ts isolatior,

from the

commotion and turbulence of operations makes the corporate level new product
unit unresponsive to the immediate needs of the market. A request for all
possible haste can eas:]y be shmgged off as frantic behavmur of nervous

salesmen.

2) Organizational and spatlal separation — The comparative |snlad|0n of the

corporate level new product unit from operationatl dmsnons mal
integrate dlﬂerennated structures.

New Product Development at the Diwsional Level

ces it necessary to

Divisicnal level résponsibility for new praduct development is most Ilkely when

operating units lave highlv dlfferemlawd product lines.
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Compared to the centralized approach, the divisional level effort makes new product
development more attuned 10 the exigencies of business. An organization with new
product develepment responsibility at the divisional Jevel is diagrammed in Figure 2.

CEQ
VIS L
Division D:{éi[i()}ﬂ Division
New Froduct -
‘Unit

Marketiog © R&D ' : Production

Fig- 2
As in Figure 1, here also the new product unit is conceived of as a staff furdgjon and
it normally reparis to the divistonal head. This arrangemient is deemed '
appropriate when new product development is likely 1o demand relatively
budgets with prolonged periods of development. '

A new product development unit at the divisienal level i many njo}{s the
pavallel probiems as the once at the corporate level. '

Advgatages: _ .
1} The new product deveiopment effort is sei ap i the day-to-day activities of
- operations. Yet iis connections with the tums chakges of current business
may be strongly intimate, )
2 The job iz only an arm’s lenzih away § managment which aids the
integraiive process and gives dirsction to divisien.
Disphvantages

1Y Separated from the operating level, the new roduct unit might be looked vpon

LI o P .

ax comprised of efitists and dreamers; which is likely 19 cause fricilon betwoen the
devsicpinental and functionz] levels, '

2} Anoiher Jifficuly pessible is the coptensicn that new product developoreni is
orly a pait of the firm’s 1ol product management dnd new products scoaunt for
only 2 portion of the som’s producis and markets; then, why elevate new produst
develrement 16 3 position of preciminzace? : '

Hew Product Deviiopment at the peiating Level
Besponsivility For pow prod

uet deveiopment todged anywhere below the givisional
level becomes associaie:sd with operational activity. A division usuaily contains many
gepartments capable of managing the development of new products, Therelore, the
rssigning of responsibitity. for new product gevelopmeal actually is the taskof
ing e of the departments for developing new peoguris. Thus, the placemant
couibiliny fow new prodact development tads to be dependen: upon e

existing cruanizational stracini.

a
s produces and distyibuies iis exisiing products for these are the basic jasxs of
a Grision and new oroGuCs mUst agjust o them. Therelore, thers e (%0 Opiions |
{1} assign responsibility for new sracluct developmant Lo one of the funciiral

_depriiments, sal, marketing, or (2) assign it to product roanager.

S Yhe nosw produck development at cperating level iz largely dependent upon 0w &
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Basic Cuncepts

‘Assume a firm with two producl lines having four items cach. What

frequently requires extensive servicing — installation, maintenance,

divisignal level for they don't have basic fl unctions that can acéomm
product development and new structures have to be created; wherea

" This is quite different from gving responsivimy o a umt at the corporate or

pdate new
5, at the

opcratmg level. the changes gccur only in the way an opcranonal unit 'functio_ﬁs.

Activity 1

are the

organisation alternatives a\at}able it in terms of locating the new prodi.lct

responsibility?

majority of cases, the assigning of ility for new prodict de

elopment is

The funt.tmnal type of_orgamzauon is tHg aldest and by far the mO}:common‘ In the

between marketing and researgland

@opment, with marketing
poputar choice — as in Figy - '

Chief Exevutive .

ing the most

Division .
Head - Dmsmn_

1

T _ . g
Markeling ) R&D Production
New Product
LFmit
Fig. 3 .
The greatest advantage in choosmg marketing for new product development

responsibility is that the marketing people are in a position te have

the best view of

trends in sales, prices, competitive actions, distribution, and services — all very

impertant in bringing a new product to commercnahzatmn It is the
determines the success or failure of a new product.

The choice of marketing department has other advantages also, for

marketplace that

a new product

“development program depends heavily on establishing long-term rejationships with

distributors and agents, especially when a rew product 15 meant for
serviced by the company s regu]ar distribution outlets

New product development in high technology fields is atso greatly

markets not

nfluenced by the

caomponents of a marketing program. Highiy complex or custom-made equipment

repair. This is also true of most of the industriat products.
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But, what is the greatest danger in putting marketing in charge of new product o Organising for
development. Its short-range outlook, perhaps. Because its primary concern is _' New Product Development
present sales, the largest sales volume, neither time nor inciination may augur weill

far future planning. The rush of current events tends to crowd out thinking about

future products. Since any new product usually starts out with low ‘sales figures, a

trade-off of current for future sales may tend to be perceived as a losing proposition._

Marketing personnel may run inte difficulty when confronted with new products
involving scientific coacepts and complicated technologies. They may be unable to
cope with and direct technological development and integrate advanced scientific
thinking. [f unable to keep up with the latest developments in research and technical
design, even their response to customers may be slow. This is why many industrial
marketers recruit marketing personnel and sales force from among those with
engineering and technical backgrounds. '

On the other hand, there is a widely held opinion that placing responsibility for new
product development in any department other than marketing - even in R&D —
deprives the program of a market-orientation. Personnel other than marketing tack
market sense and sensitivity to the needs of customers, Unless purchasing actions are
analyzed and understood well, the very basis for new product development may be
quietly forgotien.

Activity 2

Study two organisations which have a history of adding new products to their
product line. Let one of them be a consumer product manufacture and the other a
manufacturer of technically sophisticated industrial products. For a few of their past
new ventures, what has been the location of new product responsibility? &hat has
been the division of activitics; responsibility between marketing and R&D
department? What in your view are the reasons for the respective loca offnew
praduct responsibility? : . -

2} New product development responsibility on pmdéct'mannger _

This type of arrangement is usually made when a rapid proliferation of products
creates a burden too heavy for the chiel markeing executive and his staff.
Responsibility is assigned to brand manager directly, e.g., in ITC. in case of
cigaraties. 1t expresses a case of extreme decentralization. One such fr{rm _for a
cansumer goods division is shown in Figure 4. Such type of organization is called
“product management system.” As you have already studied in unit 1 of this course
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Basic Concepls ———
. Division
Division . Division
’ : Head : .
Marieting :
ar B R&D Production -
Head
Sales " MR Promotion ' - Group
© Product
Manager
Brand ’ Brand Brand New Product
Manager Manager Manager 1 Lnit
Fig. 4

In cases where neWiproducts are other than modification/extensions of existing lines
work may#fNiate elstwhere within the organization but, at some point in
develop ill be turned over to a product manager. i

_ The product Manager in a consumer goods company tends to handle fewer products
than his industrial counterpart. Companies with multiple brands have ¢ach brand
run by a separate product manager, called brand manager (as given carlicr, in case of
ITC's “Classic” cigaratte). The product managers may also be responsible for a
product category or a group of preducts rather than only a brand. For example, in
case of FSL (Food Specialities Ltd.), there are product manager {instant drinks —-
coffee, tea, ete.) and product manager (culinary products — noodles), With a slight
variation in the position — designation, in Cadbury India Ltd., we have vice-
president {(foods — biscuits and ice creams, and vice-president (confectionery —
chocolates with a marketing manager under him.

The greatest advantage of one brand — one manager is that a new praduct gets
individual who devotes his/her full time to planning and coordinating [the new

offering. She/he would work hard 1o obtain a satisfactory outcome, fgr his/her
success depends upaon the brand’s performance.

At the same time, the multiplication or prands and lines may force companies to hir
young, inexperienced persons as product managers and, unwilling to gamble
outcomes om.piovices, top management may de-emphasize the product manager’s
decision-making-function. The product manager’s job may become redefined as
gathering information, cemmunicating plans for approval, and monitering
petformance. N

In consumer goods, a product manager’s greatest concerns are distribytion and
promotion for they constitute the means of moving goods. Whereas, the product
manager for industrial goods cannol ignore technical and design featgres. He has to
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consult with engineers and technicians just as frequently as with marketing peeple.
That is to say, in new product developiment, the product manager (industrial goods)
is more likely to be in an intermediary position between technical and marketing
divisions, and, thus, can be more effective in intégrating diverse functions. This
integrative role is much more necessary in industrial than in consumer goods,

A matrix form of organization is another alternative puss:blhtv in scttmg
responszbihty for new product development. This form is the result of adding markst
managers to the product management system. The market manager concerns himself
with all products moving into the market “ver which his responsibility extends-
market such as industrial goods’, consiuiner goods’, or a geographic arca. The
product manager looks after the product distributed and promoted in all markets,
Such a matrix is shown in Figure 5.

PRODUCT MANAGER - o ) MARKET MANAGER
harket ! Markel 2 . Market 3
Product A
Product B
Product ©
Figure 5

New products, can be developed and introduced by either the product manager or
market manager. The matrix form is most effective when specific garticular products
or groups of products can be ilied to the different markets. Conse _sently, each
product mancrer, in effect, divides respousibility with each markee managgg in a
product-market scgmcnt

The matrix form of orgati.ation lends llbﬂlf Lo checks and bal, It seems to run
on the assumption that two hands are better than one, for on % watches the
ather. But, at the same time, the system contains duplicatic~ gt conflicts of

intercst, problems in communication, and other generai@Wgoultis of managing.

3.3 STRUCTURAL UNITS FOF
PRODUCT DEVELOP T

in smali companies, new product developmbgf s often handled by the existing units,

‘'here is not much change in the day-to-day functions except that the company may
have more personnel and more products. But. large firms regard new product
development a5 an on- going, activily and organize specially to carry it out.

Ta set up the o|g1nu.mon for new product development, the Iargc campam;s either
rely upan the existing fun ctional units or create entirely new structures.

'The most common organizational units, established specially for new product
development, are ‘new product departments’, ‘new product committees’, ‘ad hoe
commilttees’, “venture teams’, and ‘task forces’,

These five formations can be difterentiated on the bases of status-permanent © .
tempuerary - and responsibility leve! - corporate, division,.or opeLations.

Putting the five forms Yy permanency stavu, -ad the responsibility level, we can have

tleven possihle strictural units,

Only ‘new product depariments’ ¢t e product commitiees’ are permanent in
status. Also, the ‘new product depurtnica’s’ can be at all the three responsibility
levels — corporate, division and operations. But, the ‘new product commitiees’ are
generaily only at the corporate and division levels.

From among the ternporary structural units, the *ad hoc committees’ are possible at
all the three responsibility levels; the ‘task forces™at the division and operations
levels; and the ‘venture teams’ only at the corporate level. Figure 6 depicts all the
eleven passible new products development units.

33

- Orrganising for
New Product Development



Product Managem.ani -
Basic Concapls

- At the op

Status Structural Unit ) Responsibitity Level
. Corporale
Permanent New Product Dept.é - Division
T Operatichs
s e COTPIOTELE

New Product Comm vees——

witlee Division
. Carporaje
Ad hoc Committee ~emEs=—— — Division
————— .
. Qperatig
Temporary Task Farce Division

Yenture Team ~

Fig. 6

Each of these unit configurations is unique and can be identified by i
features. '

New Product Department

‘This is a unit at either the corporate, or divisional, or operational leve

At the corporate fevel, this unit is positi
company and reports to 1op managefgnt.
company dealing with new product dev
consisting of both technical a rechinical personnel. Firms that
of technology in their new pr
jaboratory to this unit.

At the divisional level, t initiates and coordinates new produc
for a division™s p ct lifkes, 1t may be a centralized unit reporting 1
manager {in ¢ he unit itself is of a division stature), or a n¢
may be attached ¥g each division. This unit is usually staffed with pe
tie ma

specific product group. It is usuaily a one-person department — a m
usually works alone. Such a unit is most desirable when a quick resp
needs of individual product lines is required. It is closer te operation
product manager depends upan the functional units of the division t
projects. ' '

New Product Committee
1t 1s usually at either the corporate or divisional level. Therefore, it b
status. 1t comprises of fnembers from different parts of the organizat
work full-time on new product development activity. Still, the comm

Qperatic

Caorporate

1s characteristic

d 10 serve all the divisiong within the
is often the largest, single unit in the
ent. 1t has a permanent, full-time staff,

need a vitaj role

velopment efforts may attach altechnical

development
p a divisional
w products unit
manent, full-

s who'may fall back upon the services provided by fundtional areas.

nai level, the new product departmert reports to the head of a

anager who
lonse to the
5 and the new
carry out all

as a permanent
ion who do not’
ittee has

continuity and, at times, has responsibilities similar tothose of a new product

department. But, its role is advisory.

Ad hoc Committee
Such units are set up to pursue specific tasks. They may exist at eve

y level -,

corporate, divisional and operations. They are composed of specialists needed to
manage certain aspects of new product development activity, such ag brainstorming
(to generate new product ideas), screening., coordinating test marketing, etc. The
committee operates on a part-time basis. After completion of the tagk, it is dissolved.

Thus, it is only temporary in status, and acks continuity.

Task Force ' ,

A task Torce is cstablished to perform both integrative and coordinating functions.
This is a special unit of sperialists which works directly with the functional areas. It
exists only till the life span of a project. Thus, this unit is also tempprary in status. Tt

is usually formed at the divisional or the operational level.
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Venture Team ; ) . Organising for
This structural unit, usually established at the corporate level, is a small New Product Development

interdisciplinary group which works full-time on a specific mission. It usually handles

projects different from that of current product lines. When ventures are completed,
they are a part of the operations either as new divisions or as parts of the existing

anes. The venture team is a temporary arrangement, discontinued on conglusion of
venture or failure of a project.” : '

3.4 FUNCTION OF THE NEW PRODUCT
DEVELOPMENT UNITS

Theoretically, when different types of structagal units participate and share
responsibility in new product devel;:pmen{‘ﬁgﬁp' may, look after a separate function.
But. in practice, ail types take® partin ﬁ?é evelaf m'&_'r;-lﬁ_i. spquengegyith varying
extents of involvement. Fpr-examﬁ]é, t_h&ffbllowing"labie shiows that the new product
department has a High invdlvernent in thé screening of new product ideas compared
to a task force ot veﬁtuf'a_tpa'rll,-__Whéreas,"in commercialization of new priduct, the

involvement of a venture teatn.1s as much s that. of a new product deparument.

“Tavle
New Praduct MNew Product Department : '
Development — - ! Task Venture
Srage Corporate Divisional Ogeratibnal | A '\'_ Force Team
.y . 1 L7 .
—— e S :

Screening H “H H: ' L
Scheduling/ H H M
Budgeting ’
Product M M L M
Testing
Test Marketing’ ..M. M L

L . -
Commercialization |~ 4 M M

N

H : E0% or more involvernie B
M : 50% 10 T0% invalvernent
L : Less than 504 involvement

Activity 3

(A) What types of industrial units are exisfing-in ym'ur_.--_tewnsh@:i:ﬁ?&indﬁstr_ial area
closest to your ;own's"hip? List them. Study where the responsibility __fof new
product development has been set in them — co:por'ate, divisidr]aj_,'; of
operational level. Then, complete the following matrix:

Industrial Neiw product develogrent at

Unit. _ Corporate . Division ) Operations
1
1




Product Mansgement —

Basic Conrepts

(B) Now, can you complete the following sentences?

a} In case of industrial products, new product development res bnsibility is set

ALIHE i e PR

....... level,

b} ln case of consumer non-durables, new product developmend responsibility

TRt 0 1 AR 1 1[N

¢) In case of consumer durables,new product development resp
atthe ........... P e a et

d) In case of scrvices, new product develepment responsibility i
level.

Activity 4

... level

pnsibility is set
..... voo level,

& set at the

Develop a table — as given in 3.4 - on the industrial units studied in activity JA.

3.5 SUMMARY

New products rarely get the attention they deserve without explicit onganisational
arrangement and proper planning. Though product ideas may occur gpontaneusly

and anywhere, within and outside the organisation, their conversion i
products needs-a champion and organisational support.

nto successfut

The location of respbnsihilily-for new product development may vary from

organisation to organisation both in terms of levels and units. This u

hit discusses the '

advantages and disadvamages of the different organisational arrangements for new

product development and also explains
an alternative to traditional organisgti

rrangements.

e concept of product develdpment units as

3.6"SELF'ASSES@ QUESTIONS

I Do small firms that cturc one or two products need to be
about developing andfnanaging new products? Why or why not?

2} boggappropriate to use a marketing manager than an

concerned

R&D manager

3) whills needed to manage a new product differ from thosg used to

3.7 FURTHER READINGS

Cardozo, R {1982), Product Policy : Cases and Coricepts, Reading, Mass : Addisian

" Westey

Yoram J. Wind, “Produci Policv"” Concepts, Methods, and Strafegy.
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BLOCK 2 NEW PRODUCT DEVELOP-
MENT AND PRODUCT
'MANAGEMENT

Development and marketing of new products. and services constitutes one of the
most important activity areas in Product Management. The successful generation,
evaluation -and implementation of new product ideas require using systematic
processes involving various concepts, strategies and methods.

The five units-in this block encompass the concepts underlying the new product
activities of an organisation, Unit 4 discusses the consumer adoption process and
the diffusion of innovation, explaining the different classes adopters and their
characteristics. Unit 3 underlines the importance of using an integrated approach
to the new product development process and describes the process of adopting
approach.

Unit 6 on Generation and Screening of new product ideas elaborates upon the
various techniques of idea generation, methods of screening them and connecting
viable ideas into product concepts. Unit 7 explains the need for economic analysis
of product concepts, and describes the various methods adopted for arriving at an
objective economic evaluation of the product idea.

The Final unit on the block discusses the need and procedure for test mar ing of

new product and the process of new product launch.
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UNIT 4 DIFFUSION OF INNOVATION

Chjectives

Afiter going through this unit you should be able to:

@ Give an overview of the consumer adoption precess for new products
& Describe the various classes of adopters a_iongwith their characteristics

& Discuss the process of diffusion of innovation for consumer and industrial
praducts.

- Structure

4.1 Iniroduction

4.2 The Adoption Process

4.3 Classification of Adopiers

4.4 Diffusion of Consumer Innovations

4.5 Difiusion of Industrial Innovations

4.5 Summary

4.7 Self-assessment Questions

4.3 Further Readings ' ;.

4.1 INTRODUCTION

The decision to adopt a new product may be made by an individugl, by
household, or by a buying centre within an organization. IndividualNgegifie
purchase of garments, shoes, cosmetics, personal care ilems ousehoids decide
purchase of a TV, car, etc; and buying centres decide purc @ commputers,
office equipments, et<. In each case, the decision of adoptioMigtr the buyer’s
hands, not the marketer’s hands. Therefore, the beh of the adopters of new
products has a strong impact on their success/failure, ides the characteristics of
the new products themselves.

As per Koder*, “‘Adoption is the decision of alindividual to become a regular
user of a product’”. The adoption pro gn the other hand, focuses on, “the
mental precess through which an indivig asses from first hearing about an
innovation to final adoption’.* Diffusiotyhere, refers to the spread of a new idea
from its source of jnvention or creation to its ultimate users or adopters. And, “an
innovation refers to any good, service or idea that is perceived by someone as
new'’ "' Innovation takes time to spread.

€

4.2 THE ADOPTION PROCESS

Both the individual and organizational buyers may pass through various mental
stages before deciding to adopt a new product. They may fove from no
awareness, (o awareness, to interest, to evaluation, to trial, and finally, to
adoption. These stages are very similar to what is known as the *‘buying decision

" process”. The adoption process is, actually, a special case of buying decision
making when the product is an innovation. Rogers and Shoemaker*? call it the
“innovaticn-decision process”. The original model for this process was as
follows**

S .
« Kotier, Philin, Marketing Management: Anulysis, Planning, Implementation, and Control, &b ed.
{New Delhi: Prentice Hall of India Private Limited, 1988), p, 439

*1 Koiler, M&rkering Menagement, p. 439,

*1 Rogers, EM and Sheémaker, FF, Communication of Innovation (New York: Frez Press,
1971}, . 99, ’ .

"1 See Everett M iiogers. Diffusion of innevations {New York: Free Press, 1962}
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New Prodocf : . & Awareness stage — The individual beoomes aware of the new product but lacks

Development and : information about it. .
Product Management :

[ Interest stage — The individual develops ‘an interest in the new product and
seeks mforrrratton abour it. :

® Evaluation stage — The individual considers his present and. future ne¢ds and
decides whether of not to try the new product,

=

@ Trial stage — The individua] tries the new product {on a sma]l scale) 1
determine its utility. .

. Adoption stage—'l‘he -individual uses the new product regularly.

This model suggests that the new product marketer should think about how to
facilitate consumer transmon through these stages.®

For any new product or service, little or no awareness exists at first Pot
a.doptcfs have to be informed about it through promotion —advertising,
public relations, etc. Successful introduction of a new product depends
its charactemttcs, benefits and the percerved nsk assomated Thercfore,

manufacturers aloné produced ovér 18 milli

" found in about half of all US homes. The chak ctenstlcs of the product ]so
allowed consumers to move qulckly to a i
communication,

‘Activity 1 A
"How has the concept of ad&on process affected the practice of markefing in
es

your firm ot any othér firm u are familiar with ? Discuss it with |respect to
2 of your recent pri o

B T Ty T T T e trrrrarriraarens e T L L LT T P

4.3 CLASSIFICATION OF ADOPTERS

From the marketer's standpoint, time is vital in the introduction of a new product.
If it is accepted by the largest number of potential customers in the shorfest

- possible time, it will give a distinct advantage to the innovating firm. Rogers* has
chserved that adoption, when plotted over time, approximates a bell-shaped curve.
{Refer Figure). This suggests that acceptance 'of a new product by buyers is
“normally" distributed in time.

-

People'differ markedly in their readiness to try new products. Rogers defines a
person's “‘innovativeness’ as “‘the degree to which an individual is relatively earlier
in adopting new ideas ..... »* And, he has classified adopters in- accordande with the
time they first began to use thé new product-mnovators (the first 212%)| of the .
buyers to adopt the new product}, early adopters (the next 13% %), early majority
(next 34%), late majority (34%3), and laggards (the last 169s).

* Kotler, M;met.p 440,
" * Rogers, D{ffuzion of Inrovaiions, pp. 159-|s4
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innovators
- Early Exrty : Late .
Adcpters Winjority Majarity
% %

13.5%
Diffusion of innovation

A popularly priced new product, e.g., Nirma or Promise, can persuade more
people to become innavators or early adopters. But, in case of TVs and VCRs,
people, adopted them as socn as they could afford them. Thus, these.categories of
adopters change greatly depending on the product and its affordability.

innovators

They are the first users of the new product. They seck out the new product even
before it is widely promoted or distributed mainly because of high interest or high
need. They are venturesome as they take risk with new products. But, such first
people 10 buy a new product are only a small proportion (2':%) of the total
market. The early adopters foliow their lead.

Early Adoplers

Although they don't adopt the new product as quickly as ip#ewgtors, still early-
adopters try the new product very early in its fife cycle bef @’- rge number of
people accepting it. This way they become opinion leaders Whgs€a

later adopters and, thus, affect the new product’s s /failure.-They are not as
venturesome as innovators for they adopt the new p: more carefully.
Marketers are keen to reach them to generat vouligble word-of-mouth
communication. Reaching them may not b For example, marketers of
female cosmetics know that their early adopteare likely to subscribe to a
magazine like Femina. 3o, they can & their first ads in that. Or, they would
know what types of retail outlets thes@geople frequent. So, they can place the new
product at those stores for display and/8¢sampling. The retailer has to be taken
into confidence, of course, '

The Early Majority

They, oue of the two biggest groups of adopters, adopt the new product only after
it has been accepted somewhat widely. Still, they are before the average person.
These people see mere risk in the new product than the innovators and the early
adopters. Because of its size (34% of the total market), this group can be a
deciding factor in whether the new product will serve a niche only or succeed in
general.

The Late Majo_rlly

They are sceptical and, therefore, addpt a new product only after a majority of
people have tried it. They see even more risk in the new product and wait for its
thorough acceptance. They adopt it only when they feel comfortable about using
it. For example, the older people adoptad jeans much later than the younger
buyers. In the life cycle of the new product, they become users in the late growth
or early maturity stage. '

Laggards

" Some new products may turn out to be too expensive or of no need for some
‘people. Or, some péople resist the new product, may be because of tradition, and
adopt it cnly when it becomes a tradition. For example, some people still believe
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‘New Product
Drevelopment and
Product Menrgement

that TV is bad for eyes; meem stick is better than ioothbrush and paste; cotton is
hygienic to wear; pure ghee is the best cooking medinm; synthetic drinks are bad
for health: shampoos cause hair falling; etc., etc. Laggards are not timid. They are
more likely to be disinterested, tradition bound or out of reach. Therefore, it
depends a lot on the new product’s characteristics also.

What does this classification suggest to the innovating firm? Seemns, that it can

‘benefit by studying the characteristics — demographic, psychographic and media— of

innovators and early adopters and targeting marketing commurpication at them.

But, are there clearly identified innovators and early adopters? Or, is there a
definite way of knowing who are innovators aad early adopters ? Or, iy ihere
something called innovativeness? Iz fact, an early adopter of new fashion wear
may be a laggard when it comes to an innovation like disposable camers, And,
even those who arc generally receptive to new products are not necessarily among
the early adopters. They may be conservative when it comes to spending money
and iaking risk. ' '

Therefore, the marketer should try to identify the characteristics of innovators and
early adopters in his product/customer class. For example, innovative housewives
are more pgregarious and usnally aigher in sociaf status than non-inmovative
housewives. Rogers has offered the following hypothesis about early adopters:
““The relatively earlier adopters in a social system tend to be younger in age, have
higher sacial stztus, a more favourable financial position, more specialized
operdtions, and a different type of mental ability from later adopters. Earlier
adopters utilize information sources that are more impersenal and cosmopolite
than later adopters and that are in cioser cgntact with the origin of new ideas.
Earlier adoprers utilize a grear number of diNgrent information sources than de
later adopters. The social relationships -adopters are more cosmpolite
than for later adopters, snd earlier adopte ve more opinion leadership’’*.

At the same time, personal influ plays en important role in the adoption
process, as an individual's attiude robability of purchase may be affected by
another individual’s statem rding the-new produgct. For example, women
may consult each other for dfinions on new products, about the guality of
different brands, e t, thi¥ seems 10 have greater importance during the
‘‘evaluation”’ doption process than in other stages. Also, it seems to
have more inflag late adopters than early ones, and it is more helpful in

Activity 2
Can you identify and describe the innovators and early adopters of your firm’s
products/services? Who are the opinion leaders ?

4.4 D_IFFUS!ON OF CONSUMER INNOVATIONS

The diffusion process describes how an innovation spreads among potential buyers
and users, Whether diffusion proceeds quickly or slowly is governed by patterns of
usage. Therefore, the diffusion of an innovation bears a strong affinity to the
product life cycle. '

*Rogers, Diffusion of Innovations, 1-p 134133
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‘Innovations in consumer producis can be both in goods as well as in services. -

“Their adoption usually refers to trial and continited usage by individual consumers.

However, their adoption is the result of the features of the mnovatmﬁ itsedf wh:ch
. may hasten or, rcmd the diffusion process.

Some products are almost immediately accepted, for example, ‘Magg? nroodies,
whereas others take a long time, for example, ‘Beyleream’ hair cream. Therefore,
it shows ihai the characteristics of the new produst affect its rate of adoption.
Rogers® suggests thai the following five charsp~=rislis are especially importani:

a) Relative advantage: The degree to which the new product appears superior to
existing products. For example, the greater the perceived relative advantage of
home computer, say, in making budgets, education of cluldrcn glc,, the fasrer
it will-be adopu:u

b} Compatibility: The degree to which the new product matches the values and
experiences of the individuals in the society. For exampie, high-tech audio
systems arc highly compatible with the life styles of the upper-income group
members, '

¢) Complexity: The degree to which the new preduct is relatively difficult to
understand or use. For example, home computers are difficult to follow and .
use and, thus, may take a longer iirm; to peneirate Indian homes.

d) Divisibility: The degree to which the new product-may be tried on a limited
basis. For exaruple, the a\'allabﬂity of computer sducation at reasggable prices
may increase the rate of adoption of home computers.

€) Communicébi]ily: The degree to which the resulis of new product e are
' ohservable or describable to others, For-example, the adffantafe that &
computer can be demonstrated and described has helped N in g lick acceptance,

Some other characteristics, like, initial price, technologiigl crédivility, and socie]
approval also influence the adoption rate of a :odiiet.

4.5 DIFFUSION OF IND TAY. INNOVATIONS

Industrial innovation is of iwo types: products and processes. These new products
and processes are quite sensitive to factors of price and quality, and potential
returns. Therefore, the rate of diffusion varies widely depending upon the industry
and particular innovation in question. However, in genetal, diffusion of industrial
innovations is a relativaly slow process. For exampie, studies reveal that
innovations like iron and steel, coal, petroleum, and railroad took twenty or more
years before they were adopted by all major firms. Old and new procesies exist
side by side for many years before the new takes over completely.

The perceived characteristics of the new product and the characteristics of the
buyer unit influence the rate of adoption of the induserial innovation.

. The speed with which a new industrial product, or process, is adopted, according '
to Mansficld*, 1s determined by the following four factors:

a) FEconcmic advestage: NMew products, or processes, that are perceived to be
more profitable will be adopted more rapidly than those with iower expected
returns.

b} Commitment; It is defined, here, as the amount of investment nesded to install
a new product, or service. The probability of adoption decreased with the
increase in commitmient. With more money involved, firms become more

~ conservaiive,

*Manafleld, Bdwin, Indusirie! Research and Technological Innovaiion (NY 1 W, W Morton & Co ,
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New Product ¢} Uncertainty: Li is the extent to which things can go wrong when a new
Developmeat and . ~ product, technique, of process is used. But, it may seem little when the initial
Product Mamagement investment is small, or when the returns are expected 10 be large.

dy Risk reduction: It involves diminishing initial uncertainty with respect to a new
product’s, or process’, performance. Supposediy, the amount of risk reduces
with time as experience grows.

Adoption of industrial innovations is also influenced by the buyer organization’s
characteristics, like, size, economic sirength; need to change, and age, education,
values, and attitudes of its administrators.

4.6 SUMMARY

Ome of the underlying concepts of the diffusion process is that different consumers
adopt an inncvation at different times after it becomes available. For analysis,
adopters are classified as innovatcrs, early adopters, early majority, late majority,
and laggards, according to when they adopt or their propessity to adopt.
Innovators and early adopters exert a word-of-mouth influence on others,
Adoption rate of an innovation depends upon its dwn characteristics as well as the
characteristics of the adopter unit. '

4.7 SELF-ASSESSMENT QUESTIONS

1) Do you see any difference bethoption” and ‘‘diffusion’’ in reality 7
Give reasons. '

2} Discuss the role and effe 5s of mass media in achieving adoption of a
newly introduced @i ’ -

3 What is the

4 W he bakic differcnce between diffusion in the consumer field and
di the induserial field 7 Why is- this difference?
Project Question .

Some writers have suggested that small firms tend to be most progressive and large
firms are most consérvative, tied in'red tape. Examine this hypothesis and bring
out how and why do these phenomena affect innovation adoption by small and -
targe firms. '

4.8 FURTHER READINGS
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UNIT 5 INTEGRATED APPROACH TO
NEW PRODUCT DEVELOPMENT

Objectives

After going through this unit.you should be abie to:

® Explain the need foi integrated management of new product development
#® Discuss the integrated approach io new prbduct de;reiopment _

¢ Elaborate upon the crossfunctional nature of' new product development

& Apply the mtegraied approach’ wuh the help of principles described and cases
given.

- Structure

5.1 Introduction
5.2 Weed for Inegraied Management of New Product Development
5.3 Integrated Management of New Products
5.4 The Case of Sintex Plastic Container

5.5 The Case of Lana Publishing Co. Ltd.
5.6 Summary

5.7 Self-assessment Questions

5.8 Further Readings

O

be quite different from

5.1 INTRCDUCTION

The marketing environment in the 1990s is most likely
that of the 1970s and-early 1980s. Increasing competiti g changes in
technology, shortapes in raw materials and energy gour and greater pressures
from consumer groups and g,oi,vﬁrwwni are amghy the sighificant differences.
Also, today’s markets are mdfe highly and prcc Iy segmented, and products are
experiencing shorter life cycles —the ' wiior !;vcd for 30 years; the
‘electro-mechanical’ rypewriter for 10 v
the ‘word processor’ has come in, The "g! cunm tube’ uved ‘or nearly 50
years from the turn of the century; the it,ansmor came in 1931, but, ii was taken
aver by the ‘semiconductor’ in 195% — just after § years. The ‘microprocessor’ was
born in 1971; and, in 1975, we had the ‘printed cirzuit board’; in 1976, we had the
‘super chip’. Next, aiready over the horizon, is the ‘256-K chip”.and the
“¥ Generation’ computer.

The trend toward shorter life cycles means that organizations have less time to
capture a markei for themselves. So, they have less time to recover their
investments, the risk of developing new products therefore is greater.
Increasing inflation alse has various infiuences on new product development. It
dramatically raises the costs of materials, componenis, labour, as well as the cost
of marketing new producis. Also, consumers defer purchases and even drop or
reject preducts, as prices go up. Faced with the thrcats of competition and price
and wage controls, the firm is preventéd from raising prices to cover higher costs.
Hence, trapped in a cost-price sqiteeze, firm realizes lower profits. '

The speed of competitive responses to new products is another factor to_be faced.
Therefore, the focus in aew product development, in today’s marketing
environment, should shifi from introducing a wide variety and should emphasize
basic new products that serve core markets, particularly products that offer clear-
cut advantages in price or benefits. Managers would be prudent to turn from
marketing 2 full line of preducis to offering onjy high profit items. '

In summary, the basis of new produci development for most firms, today, should .
be, “to mainiain core business with minimum reinvestment: in other words, to do
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everything possible 1o maintain the health of the basic products ... the first step in
new product development is .... {the} use of what you’ve already got’'” '

5.2 WEED FOR INTEGRATED MANAGEMENT OF
' NEW PRODUCT DEVELOPMENT '

The necessity and complexity of develeping and introducing new. produg:is means
that, to remain viable, firms need a concrete new product development process.

Close-up is the first and oniy gel tooth paste in the Indian market. Hindustan
Lever introduced it to appeal to the close-ups —mainly young people who are
concerned about their breath and the whiteness of their teeth. Till recently, it did
not enjoy a respectable market share (just 2-3.5%) in a Rs. 200 crore market.
Then, recently, afier the introduction of the biue close-up and a heavy emphasis
on the ‘mouthwash’ value of it, its market share has gone up to 4.5-5%, Also, as
“per the business reports, it is being considered as the 1oothpasic of the 1990s.

Encouraged by the success of gel toothpaste and frustraied with their flueride
toothpaste, Signal 2 (market share 3-4%)— (For a brand to break-even, It must
gencrate at least 3.3% market share. To make any money, the brand has to touch
$%) — Hindustan Lever nay develop and introduce a gei Loothpaste that contains
fluoride and broaden the market by persuading parents that their children would
enjoy it tastc and still Teceive protection from cavities,

S0, tomorrow, we may have a gel Loothpaste combined with mouthwas
toothpasie combined with fluoride, and a combined gel and iraditfNgal
joothpaste - a get war, ' '

In general, & new product cither implies a change in techndopy ¢
market. In Table I, we can distinguish nine different, ombind®éns of these two
, changs factors.

Technology or supply push {in other words, dustr¥) has been the major
* orientation in new product development, till Mwin India. But, latcly, it has
been more because of consumer of demgad pulNgn other wards, the consumer)
that the new nreducts have been devedpgliegnd introduced into the market, for
exampie, Kasna, INirma, Promite, Mal atc. Their success is based on the
consumer desire {or ecopomy, value for a¥oucy, low-price or
more-at-the-same-prics,

Table 1
TECHNOLOGY
Mo Change Tmpravement MWew
B 2 _ 3
= Froduct Produat Product
|5 n
- o re-launch re-formulation replacement .
i 2 .
w T
2 = 4 .- 5 . 6
% = ? Product Product Product
:;: @ re-merchandizing augmentation diversification
N 7 S 8 9
) New Extensive Extensive
usage . - differentiation diversification

Source ; Mascarenhas, $.j.. Oswald A, J., New Product Devetopment : Iis Marketing Research and
Management (Caleutta © Oxford and IBH Publshing Co. (P} Lid., 1987}, p. 9.

* Harper, Jr., Pau! C. “New Froduct Marketing The Cunting Edge of Corporate B, Journal of
Rfarketing, 40 {April 19741 oo 7T ) :

~ Imieprated Approach to
New Product Development
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-exactly whegagthey

Typ:cal examples of products corresponding to cells 1 to 9 are Wills Filter, Super
Rin, Electric Watch, Diners’ Club, Sulekha Executive Ink, Electronic Gas nghlers,

_ Dettol (as aftershave), Charminar Goid, and Electronic Calculators.

But, whether the strategy is technology push or consumer pull, there is always a
substantial risk associated with new product development. What is therefore
required is an integrated approach to the management of new product
development.

Activity 1
Using Table 1 classify the, foliowing products;

Portable colour TV, Atomized aftershaver, Jeans for older people, V]ck:. as a
balm, Liquid detergents, VCP with a recording head, North Star wears, Park
Avenue Shoes, Symhetlc Khadl Music systems.

5.3 INTEGRATED MANAGEMENT OF NEW

PRODUCT DEVELOPMENT

C.M. Crawford* suggests the followin prgach to an integrated managing of
new product development:

gement of new-products you ““want’ and you
where you want to go. The wanied should be
%odheis on the basis of comperition, risk, technology,
geography, and disggibuii ““How exactly to reach” and ““when to reach” where
intended should 3 ! . In othier words, the first and the most basic
requirement is a ¢ e averall stratcgy which tells the product innovation teams
ant to go, how cxactly to reach.there, and when they plan to

A carcfully developed and prec
**do not want'' can help §

reach the

Communicating this strategy is the second step toward an integrated management

" of new product\ievelopment Talk it out with the R&D personnel, MR personnet,

and others Telated 1o. 1nn0vatmns in the firm. This may help in creating interest in
the marketing, producuon and other personnel. The strategy should not be
overconfidentialized. New producl development is a team effort. Secrecy leads W
confusion among divisions and constant bickering. New product development

requires a delicate merging of efforts, cooperanon and w1111ngness 10 make

COIICBSSIOHS

Distinctly speiled out individual responsibilities down the line help reduce

- organiZational confusion. Organizational changes required for successful new

produci development should not resuli in interdivisional or inter-departmental
friction. For example, the friction between R&D and marketing departments may
result from choosing marketing department for new product responsibility and
putting the R&D department under its command. The difference in orientaticns
should also be kept in mind. R&D may come up with products that marketing
cannot sell, Or, marketing research may forecast products/designs that R&D may
render non-feasible. In any integrated effort, cost and time should not be wasteful.

Organizational confusion may cause losing delays.

*Crawford, C.M., "i’roducl Development : Foday's Most Comimon Mistakes”, University of Michigar
Business Development, pp. 1-6 : ’
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From the top management should also come support in terms of ideas, facilities,
4 New Product Development

resources, encouragement, manpower and fair evaluation of efforts. The support
from the lower rungs will be automatic, Unless and until the new produci
development activity gets a total company commitment, it is doomed to faiture.

Another aspect of an integrated approach to new product development is brain-
storming the entire firm for new product ideas. Good ideas do not come. easily,
And, they need not be geperated by only a few in and around the firm, Others
need not take a passive stance.

The new product development research budget should be related to the risk,
opportuuities, threats and strengths of the new product. Clearly specify the role of
the finunce area (as is done with R&D or MR areas) in this connection and '
indicate how it fits into the overall decision process.

Finally, the flow of information — vertically, horizontally, and diagonaily — as free
as possible and as honest as possible should help in managing the new product
development effort in an integrated manner. The information system should not
report only what others want to hear. For example, if a product needs to be .
phased out of the market, the marketing (research) department -should not hesitate
or delay in urging the top management to abanden it, even though this product
may be the ‘ego-product’ or the fondled ‘braid child” of the Managing Director.

Activiiy 2

Why is new product development a cross-functional activity within an
organization 7 Study an organisation which has receutly developed€g ne roduct
and deseribe the cross-functional aspects of the N.P.DD. Process. '

5.4 THE CASE OF SINT LASTIC CONTAINER

Today, the brand name Sintex has become synonymous with tanks, and it
commands somewhere between B3% and 90% of the market. :

There were & number of unusual inputs that went into the creation of Sintex and
its success. To begin wiih, Bharat Vijay Mills, Ltd. (in Kalol, near Ahmedabad)
was 2 conservative company owned by 1wo brothers, Arun and Dinesh Patel. 1t is
remarkable that they decided to trust their new project to a professional who had
barcly cul his tecth in the job markei. Their gamble en Satyanarayan Banwarilal
Dangayesh was aided by the fact thal the investment was only Rs. 50 lakh. It was
a small amount in the perspective of their texiile operations.

indeed, it was their textile business that had inspired the import of rotational
moulding {or ‘rotomoulkding’) technology. The original idea was to produce textile
card cans. It is this technoiogy that explains the brand names Sintex: ‘Sin’ for the
sintering process in plastics and “tex’ for the proposed textile application. Being in
the textile line, the management knew, ii seems, that sufficient potential existed.

Though apparently sound in theory, the exacution of the product concept was
buffeted by siormy market forces. The primary hurdle was the pricing. As things
siood, card cans were made by fabricators on-site at the textile mills which wanted

_them. But Sinfex.card cans had to be made at its premises and then delivered to
the buyer mill. Since the product was bulky, the additional freight cost would -price
Sintex out of the markei. : ' :

“Afier examining market needs and ¢osts, Dangayach decided that a more
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profitable ﬁse and the future for such technology lay in the bulk storage of liquids.

~-As a first step, he therefore, decided to enter the field of industrial containers used

mainly to store liquid chemicals.

The traditional methods of bulk liquid storage were two: a majority were metal
“tanks lined with either polyvinylchloride (P¥C), polypropylene {PP), fibre-
reinforced plastic (FRP) or rubber. The other method was fabricated plastic tanks.
But, both resulted in frequent leakages. Therefore, the maintenance costs were
-high and production was affected.

Since the major buyers would be from the chemical, eleciroplating, pharmaceutical
and food processing industries, the concept of a one-piece ready-made plastic tank
was exhibited, for the-first time in ChemTecih 75 in Bombay. The Company
‘backed this and other similar promotions by advertising in chemical magazines and
despatching 25,000 direct mailers.

By 1977, the chem:cal industry was beginning to buy the idea of Siniex tanks. And
Sintex began to move towards the second application in the same year —that of

material handling, Here, ugain, Sintex was able to provide readymade and custom-
made items ranging from stackable baskets to trays, and from troughs to trolleys.

By 1978, although there was a steady flow of orders, Dangayach was not happy.
The turncver was not growing as quickly as he would have liked and the division
was still not financially independent. :

There were two major limiting factors. For one, it was unlikely that the orders
would even rise dramatically. Moreover, sindgthe tanks were custom-built, each
sack required a great deal of leg work — ization wasn’t simply possible.

ere crunch in cement and steel
ation that would replace the use of these
ofit was decided that an answer might lie in

At the same time, the market was
supply. Could the company find 3
materials? After extended brainstolg
plastic water tanks.

Architects reacled'neg ively [@r they did not want to standardize on one single-
black shape for aes reasons. They also vicwed it as a dirty product. (Black
colour could not be ed &s it is essential to counter ultra-violet rays.)

But the seed e idea were sown in Dangayach’s head earlier. Originally froi
Bombay, he r ered that water supply failed at home because of inadeguate
storage in the ov@rheads tanks. Tanks, therefore, are required —bigger, better and
inore and more. He, intuitively, thus, knew that it was a golden idea ~ even though
markel research study said that the product would not sell.

His logic was simple and the rationale integrated. Where did an.urban Indian store
water? In overhead tanks, underground tanks and, inside the house, in buckets,
The tanks were of mild steel (MS) and reinforced cement ¢oncrete (RCC), The
drawback with MS tanks is that the water gets pollated with paint and rust. RCC
tanks, on the other hand, fend to make water on RCC tank develop cracks, algae -
forms. And if a person added another floor, he could simply dismantle a Sintex
tarik and instal it on the next floor.

Therefore, Sintex Plastic Containers went ahead with Sintex warer tanks—and the
rest is history. The division’s turnover in 1975 was just Rs. 3.16 Jakhs. In 1684,
after the.coming in of the Sintex water tanks; it rose to Rs. 4.2 crores. And, in
1988-89, it recorded a turnover of Rs. 34,2 crores. A perfect example of
integrating technology, production, finance and marketing to devebop a new..
product. ) ’

Activity 3

a) How does the preduct development process at Sintex make use of the
integrated approach.

b) What in your view are the reasons for this product concept being successful.
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5.5 THE CASE OF LANA P_UBLISHING CO. LTD.

Today, in India, publishing magazines can be a bruising business. The competition
is cut throat; reader loyalty is fickle; paper costs are killing; and the pay-off comes
only vears later. Casualties in ihe 1980s have been high and weli-known names
have cither gone under or barely manage to limp along — one-time success
‘Madhuri’ is no more there; youth magazines, ‘JS' and ‘Youth Times® were gone
even before that; “Tlusirated Weekly of India’ does not enjoy the same glory
today as in the past; ‘Cine Blitz’, ‘Movie’, ‘Star & Style’, etc,, €tc., are just
managing to limp along. The enly exception of the "80s is undoubtedly ‘India

Today’.

Through all this, Lana Publishing Co. Ltd., has prospered and grown. gfter the
taunch of ‘Stardust’ in 1972, an eight-year lull followed as Nari set ;ibout
establishing the infrastructure for his subsequent ventures, ‘gaay, th imed
combined circulation of all Lana Publications — Society (19 % vy and Show-
time {1984), Island (]987'), Parade (1988), Hindi and Gujar3 difions of
Stardust —is over 6.6 lakh copies. Lana turnover in according 1o Hira, was
Rs. 14 crore. - :

Al! this has been possible because within a § 5 of the Stardust launch, Nari
Hira realized that a one-magazine company outny hasic infrastructure would
fing it increasingly difficult to survive begamty in 1972, by depending on outside
agencies for distribution, space sellin for printing andl processing. He set-
up Lana's own sales network in 1978, ng that an outside distributor could
never be expected to push sales in smatler towns where ne did not have his owr!
infrastructure. And seiling in smaller towns was essenttal for a popular magazine.
(i was Stardust that began the Bombay tradition of hawkers selling magazines at

" traffic Yights. Today, this channel accounts for 206 of Stardust’s sales.)

Similarly, he gave up his reliance on space sellers 1o have his own full-time

advertising tepresentative because, understanding their psychology, he knew that

space sellers would find it more worthwhile to push ads for Stardust rather than
. any new magazine he might faunch. :

Aclivity 4

How has the integrated approach to product development helped: publishing face
competition effectively. Discuss :

5.6 SUMMARY

The unit intense the importance of new producis for survival and growth of an
organisation. Increasing competition and shrinking pioduct life cycles have made
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New Product : _ innovation a necessity of corporate life. What is even more important is|that the -
Development and ; organisation, in view of the cross-functional nature of the new product
Product Management development process, should adopt an integrated approach to it. The unjit discusses

) the approach and illustrates it with the help of two case studies.

5.7 SELF-ASSESSMENT QUESTIONS

1Y What are the reasons for sherter product fife cycles experienced today and
what implications does this trend have for the new product development.

2) What are the change factors or their combination that may re:ult in| the
development of 2 new product. Explain by giving examples of new
" products/services.

3} Why is it important to have an integrated approach to the new pro luct
" development procéss.”Can you give examples of new praduct failures that can
be attribuled to the lack of this approach. '

5.8 FURTHER READINGS

E.A. Pessemier, Product Management,. Strategy and Organisation (NY :f John
Wiley and Sons, 1977).

R.R. Rothberg, Corporate Strategy and@Pro Innovation {NY : The |Free Press,
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W.S5. Sachs and G. Benson, “Pr@fduct ¥lanning and Management (Oklghoma,
PennWell Publishing CompanW, 198F.}

G.L. Orban and F.R. Han esign of Marketing of New Products (N.J.
Prentice-Hall, Inc., 1980 :




UNIT 6 GENERATION, SCREENING AND
DEVELOPMENT OF NEW
PRODUCT IDEAS

Qbjectives
After reading this unit you shouid be able to:
& discuss the various techniques used for generation of new product ideas. -

- @ describe the sources of pow product ideas

@ cvolve and evaluate criteria for screening of new product ideas
® explain the different. methods of screening new product ideas

® explain the development of a new product idea into a product concept

Structure

6.1 Introduction :

6.2 innovalion and the new product development process
6.3 Generation of new product ideas '
6.4 Sources of new product ideas

6.5 Methods of generating new product idea.

6.6 Screening of new product ideas

6.7 Criteria for sereening new product ideas

6.8 Development of new product ideas

6.9 Summary _

6.10 Self-assessment Questions

6.11 “Further Readings

6.1 INTRODUCTION

“Have vou heard of zoom lenses? One of theNggat Mvantages of being new in &
company is that you are thoroughly un re at cannot be done, I thought a
zoom camera was something that you r football games. That way my
image — an extraordinarily expensive ob} ne day | was in the lab : nd there
was a zoom lens. | had never seen one in My life, and I put it up to my ¢yes,
and ~ well, it is a very dramatic thing. They explained to me that this was not
applicable to -onsumer products, because it would cost a fair amount of money
and so on. 1 asked, *What would it cost to make a camera for me—just one with
a zoom lens on it?”" They said, *'Just one? Do you mean a cruae modification? !
think we would probably spend § 500 on it.”’ I said, “*Well, suppose we do that;
because my rates come pretiy high, it will cost at least $.500 for us to continue
this discussion for another hour or two, so fet’s just do this.”’ I took this camera
home. At a dinner party that night, [ put mny zoom lens on the piano, and I asked
everybody coming in if they wouldn’t participate in a very sophisticated picce of
market research; namely, to put the camera to their eye. To the man, the reaction
was extraordinarily enthusiastic: **My, this is marvellous; "ve never seen anything
like this in my lifc.”” We did this for about § 500 .... if more industries would try
cut new ideas on a low-cost basis, perhaps their expeciatior.s of what the market
will bear would go up™* '

This story hy the former president of Bell and Howell (USA) telis how one
product idea was developed based on creative insight. Sometimes, creative thinking
and a crude prototype may influence new product development, as it did for the
Bell and Howell zoom lens. ' '

*P.G. Peterson, “Some Approaches to lonovation in Industry™, in The Creative Organization
{Chicago: University of Chicaze Pres, 19637 pp. 191-1%2,
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6.2 INNOVATION AND THE NEW PRODUCY

DEVELOPMENT PROCESS

Sometimes, innovations are by accident or luck, such as the vulcanization of the
rubber provess — discovered when a rubbery mixture was spilled on a hot stove.

The world’s first and, perhaps, the only floating soap, Ivory, was just

made when

a mechanical mixer was left on overnight and whipped up raw soap mj:;g“rials into

a llgl'tweight cleanser. Necesslty, it seems, was the mother of inventio

for the ice

cream seller who ran out of paper cups and rolled pancakes into serving cones —

the first ice cream cones.

However, these days, when inniovations require sizable financial invesiments and
other resources for support and commercialization, most innovations ¢ome from
serions tesearch and development efforts undertaken with the support jof formal
organizations. The hobbyist- inventor may still enjoy con51dcrable success but this

has become an increasingly rare occurrerice.

Therefore, in conclusion, there is ng ‘one answer to a question such as,

new product ideas generated?”’ The new product development process

rather guick, the result of a sudden flash of insight, But, in case of the

““How are
can be

development of highly technical preducts, say space-satellite, the procgss can take
years. Still, in some cases, the developmeil process can take long not so much.
because of technical complexities but because of market resistance o the new
product. Custorer acceptance can be found lacking even when the new product
has an advantage that will eventually suc , for example, instant cofiee.

The standard new product developmeriprocgss modei cemprises the following

stages: ldea gencration, Idea scrggping, ept development and test
Marketing-strategy developmeny ess analysis, Product developi

ng.

ent, Market

testing, and commercialization § Thighunit is concerned with only the firsi three
stages, i.e., Generation, S¢reening; and Developmieni of New Product|Ideas,
Activity 1
Study the few pro development function of two nrganisations that you are
familiar with one ®f them be a consumer products manufacturer and other a
service ind duct manufacturer. Analyse whether the new produgt
development 5 was started. '

a) in response to a consumer need
b) in response 1o a new scientific/technological discovery
¢} to utilize excess resources for each of the above cases.

*Kotler, Philip. Marketing Management : Anabms, Plarning, Impiememamn and Co-:rml, fith ed,

{MNew Delhi : Prentice-Hall of Ind:a. 1989),
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6.3 GENERATION OF NEW PRODUCT IDEAS ey e of

4 formidable array of idea-generation techniques are at the marketer's disposal.
Each technique has iis assets and liabilities, but no one tchnique is universally
beiter than the others. Although all firms should strive for an orderly, market-
directed approach, they are constrained by their individual situations. Management
-shonld then choose those idea-gencration techniques which are most compatible
with corporate gozals and circumstances, Corporate praduct objectives, financial *
status, persontel and plans for future growih may all affect this decision.

A manufacturer of canned soup might need some product modifications to deepen
his fine. To find ideas he might use morphological analysis to see new taste
combinations, or possibly benefit-struciure analysis 1o discover unmet gustatory
needs. Comversely, a manufacturer of aircraft, needing a new type of altimeter,
might find his best answer in synectics.

Large, weit-heeled firms with market research departments might find rigorous
benefit-structute analysis a viable alternative, and maximise their investment using

it. Smaller, poorer firms may have to make do with less elaborate research and
more individual creativity; perhaps through brainstorming or transfer analysis.

The individual psychologies of the firm's execuilves are also a constraining factor.
Arc executives imaginative? Can they work together with a minimum of
interpersonal friction? Not all firms possess the kind of -personnel w§lo can use
brainstorming or synectics effectively. Hence, the utility of rather meChanical
techniques like morphological analysis. '
Finally, one should note that some of these techniques % used effectively in
tandem. We can see how conjoint analysis complements Bég tructure analysis.
Might not the psychological freedom of brainstor enhance a technique like
attribute listing or transfer analysis? Synectics deals ds in broad terms, and
would be of use to the firm which defines itgpgoduciyin similarly broad Lerms.
Conjoint analysis might be of use in conve§ ague product idea into a-

product concept acceptable to the market. a creative approach is _nceded
for the creative process. -

Activity 27

Why are the following products emerging now and how far do you .think they are
likely to goO

ay  Milkfood Yogzburt
b) Ceasefire (fire extinguisher)
¢} The unfixed fixed jleposit
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" structured to unstructured procedures.

6.4 SOURCES OF NEW PRODUCT IDEAS

" likely and desirable areas in which to look for new product ideas. That is

Direct methods rely heavily upon the creativity of individuals as well as g

The research for ideas is not random. The Ico:rporation itself can serve as
for exploration. The organizational plan can be used to seek directions in

3 guide
the most
to say,

to begin with, there are a host of possible new product idea sources inside the

company, such as company sales people, scientists (employed in R&D), to
management, etc.

As such, all employees of a company are potential sources of new product

P

ideas.

But, some are more productive than others. For example, marketing, sales, and
technical research personnel are generally the prime originators of new prgduct

ideas.

Sources for new product ideas exist outside the company also.'Thes: exterEal

sources are numerous, such as customers, competitors, channel members,

and the extent to which external ideas are sought after and used.

Table 1. summarizes the major sources of tdeas both inside and out31de th
company. :

ut the

. firms differ greatly as to where they concentrate their efforts for outside dssistance

L

' ' . Tablel

. ~ _
Inside Company Sources ' @Cumpnny Sources
Sales personne) ) . . Custorners _
Ma_rkcting persannel ' ' Competitive products
Research and development . Foreign products
Top management mlteii:mives ’ ' I Consultants
Production depariment . . . Advenisiné agencies
Purcha.sg department ' o . _ Researchers/Inventors

Distribution channels

Public — unsolicited ideas

6.5 METHODS OF GENERAT!NG NEW PRODUCT >

IDEAS

New product ideas can be generated both directly and indirectly. Both apy
can be undertaken simultaneously and can vary from bighly structured, ar

the consumer survey data fof the techniques, eg., Forced Relationships, T|
Analysis, Brainstorming, Mouvatlo'l Research, Market-gap Analysis,
Multi- dlmensmnal Scaling, ete.

Indiréct methods refer to the ‘synthetic’ methods, methods that are used f
purposes but, with litile ingenuity, they can be emploved just as well in
exploration. For example, Quadrant Analysis and Magnitude Estimation &
used in product testing. Consumer Engineering integrates the processes ar
of exploratory conswmner studies, such as Focus Group Interviews (which

clues to consumer needs and problems, and their solutions) and technologlcal
- forecasting techniques, such’as Delphi. S
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Table 2 summarizes both the d;rect and indiregt rnethods of generalmg new

product ideas.

Table %

Direct Methods

Individual Techniques

" Group Techuiques

_Indirect Methudé

Transfer &nalys.is

Motivalion Research

Morphological Consumer Surveys
Analysis
Atiribute Listing Conjoint Analysis ] Brainstorming Consumer

’ - Engineering
Heuristic Ideation Multi-dimensional Facus Group Magnitude
Technique Scaling Inverviews Estimation
Forced Relatioﬁs‘hips Market-gap Analysis Synectics Quadrant Analysis

' Preblem Detection

Problem inventory
Anaiysis

User Solution Analysis

This is to say, in total, methods of generating new product ideas are numerous.
But, as suggested by Father Mascarenhas, only some of these are suited to Indian
conditions®. They are Bra.astorming, Focus Group Interviews, AttribWge Analysis,
Market-gap Analysis, and Heuristic Ideation Technigque. The restQf this$section
will detail on each of these.

Attribute &nal&sis

By decomposing existing products into combination specilic parts, qualities, or
attributes, Artribute Listing. (or Analysis) seeks to m e or more of these 1o
improve the whole product. ) )

A common screwdriver, for example, can be ow_n into the follo_winé'

® a round, steel shank

# a wooden handle, manually operat

@ wedged end 1o engage the slot in a screw

o torgue provided by twisting action

A group/individual can be asked to propose attribute modifications to improve
product appeal and/or performance. The round shank can be made hexagonal so

that the hand has a better and firm grip or a wrench could be applied to get the
increased torque; electric power could replace manual power; and so on.

So, say, in case of a coﬁlpany planning to bring out a toothpaste, it may want to
know a package of optimum level and combination of varigus attnbutes and
benefits, such as:

® whitening of teeth
@ breath freshening
® decay prevention
& tasie '

® price

“Mascarenhas, 5.j., Oswald A 1., New Praduct Development : Its Markm‘ng Re._smm‘l and
Management (Calcutta s Ouford & IBH Publishing Co., (P) Lid., 1987), p. 1.

*Arnold, John E., “Useful Creative Techniques™, in Source Book Jor Creative Thinking, eds. S. J
Parnes and H.F. Harding (NY : Scribner's, 1962), p. 255. .
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New Product If each of these attribute-benefits has 3 levels — High to Low —then ihere are as

Development and many as 243 combinations possible to choose from among.
Product Muagemem ’ ’

Osborn* has suggested that useful ideas can be stimulated bv putting the following
questions to an object and its attributes:

put to other uses ?
adapt ?

mé.gnify ?

minify ?
-substituie ?
- rearrange ?

reverse 7

e ce o0 ee

combing ?

Although Attribute_ Analysis may not produce major breakthroughs, it can
‘undoubtedly aid in “‘remarketing” — ‘““new’’ and '‘improved’’ productd—and
possibly in product differentiation.

Activity 3
On the basis of the section above, use attribute analysis 1o design the attributes of

a} An c¢lectric toothbrush for upper income class customers

b} Vc_ry low for content cigarettes

Heuristic 1deation Technique {(HIT)

In Attribute Analysis, alterntive combinations may practically run intg millions.
This may make the analysis very difficult, if not impossible. Thereforg, somehow,
the number of alternativts to be considered must be reduced.

There are some siatistical methods, such as Method of Fractional Fac‘oriai
Designs* which. may help in this task. But, can this be accomplished without
eliminating some very good ideas at the same time? One suggestion has been
heuristics — rules of thumb developed from the past experience.

In Heuristic ideation —one of the more publicised merphological techniques — eaci
dimension becomes an axis of a iwo-way grid. Vanations of the dimension are
placed at intervals along that dimension’s axis. For example, in the case of a
houschold cleaning agent; “*product ingredients’ is one of the many dimensions
(such as package, cleaning instrument, objects to be cleaned, texture, £1c.}. The
possible variations of this dimension are : alcohol, ammonia, pine oil, scenting
agent, deodorizing agent, disinfectant, ¢tc. Table 3 shows how these variations are
cross classified — in a matris form — with the variations of another di nsion,

. package.

*Osborm, Alex F., Appiied Imagination, 3rd ed. (NY : Scribner's, 1963), pp. 286-87.

“See B.J. Winer, Statistical Principles in Experimental Design, (NY 1 McGraw-Hill Book Co., 1962).
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Tahle 3* : . Generation, Screening
. and Development of

Product Package - - 7] New Product Idean
[ngredient Aerosol Bag Batile . Box Can Jar Tube '
Atcohol 1 2 3 4 5 6 7
Ammonia .8 9 w - 12 3 14
Pine Qil 15 16 17 15 - 19 20 2
Scenting Agent 22 x| 24 25 26 27 28
Deadorizing Agent 29 30 i . 32 Kkl 34 35
Disiulectant 36 37 38 39 40 al 2

If there are six dimensions of a household cleaner being considered, then, in all,
there will be thirteen such, two-way cross ciassifications, each cell of which is a
new product idea source. Certain cells can be eliminated as ‘technically Infeasible’,
e.g., in Table 3, alcohol and pine oil in tube and bag —cells 2, 7. 16, and 21.
Similarly, some cells can be eliminated as ‘cominercially infeasible’, e.g., cell 5.

After this feasibility screening, the remaining ideas can be checked for their
‘newness”. This will eliminate certain more celis. Experts, believe that the
‘feasibitity’ and ‘newness’ tests can help eliminate almost 70 to 90% of the cells.

The remaining cells can further be checked for ‘market potential’ and
manufacturing competence™ of the firm. The required competence can aiso be
developed if the idea is really new and potentially very rich,

A ‘cost-benefit analysis® will, finally, show the feasibility of the remaiging new
product ideas. . . )

To gencrate a composite new product ided through the interagiye <0 ation of
cross-classification cells, let us censider all the dimensions @ arlier stated
home cleaner again.

According to Alford and Mason®, the following six ions can be identified,
in case of a household cleansing agent’

e Type of cleaning instrument (1
o Product ingredients - _ {2)
e Objects to be cleaned C . (3)
» Package : 4
® Substances to be removed (5)
@& Product téxture : . ()

Thus, a vacuum cleaner (1), such as “Euroclean’, can be used to clean carpets 3
from dust (5) and, at the same time, may spray (4) into the carpet {Na
disinfectant and a cleaning shampoo (2) in a gaseous form (6} so that the carpet
(1) is not only clcan but also germ free (5). A sumilar apparatus (1), may be
designed to clean drapes and curtains and wall hangings (2). '

Another variation, the Mbrphologica} Box, auributed to Dr. F. Zwicky**, extends
this technigue of morphologfcal analysis, HIT, to more than two dimensions. The
mere dimensions one adds, the greater is the number of ideas generated.

[ ———

*Mascarenhas, $.0.0 Oswald ALJ., New Proguct Development. lis Marketing Research and Managemen|
{Calcuta ; Oaford and 184 Publishing ¢.o. {P) L_td.; 1987, p. 27.

+ alford, C.1.. and Mason, 5.B. “‘Generating New Product [deas’, Journal of Advertising Research,
Val. 15, No. 6,_(1)cc’embcr 1975), pp. 27-35. .

vs5ee 1.F. Arnold, “Useful Creative Thinking’ in A Source Book fur Creative Thinking {(NY :
Scribrer's, 1962}, pp- 256-57. .
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Benefit-Strocture Analysis

Another approach, similar to Attnbute Listing, is Benefit-Structure Analysm
proposed by Myers®. This analysis begins with 25 to 50 in-depth iadivitual or
group interviews wheréin the respondents are asked to recall all “occasipns’ when a
product class was used. The following quesnons are further asked for the desired
results:

® What was the actual operation?

For example, if the product is a household cIeansilig agent, then the ‘cccasion’ is
general cleaning, but, the -‘a.ctual operation’ ¢an be kitchien. floor cleaning.

® What products were used in this operation?

' For example, alcohol, ammonia, pine oil, or a dlsmfectant If posmble the brand
should also be mentioned, such as Finit, Colin, etc. : :

® What were the benefits sought from thjs operation? .
ine, or simple cleaning.
@ What were the attributes of thgeg oductt) used 7

.For example, strong pleasant/fo , quick drving, economical, abrasive,
antiseptic, non-staining, contains Weadorant, self-polishing, etc.

For example, removal of stains, disinfection,

® What were the cleanin Pruments used ?
Fc. example; broo; ush_, op, spongs, Or vacuusm cleangr.
® When was the Wik done 7

1, ning, afternoon, cvening or night. Also reqmred are the
‘duration of @ » and ‘persons worked with’,

Results obtained from this initial analysis can be used for a wider survey of
housekeepers in the cities/metros. The generated data can be arragned ina
multldmsmnal matrix, such as

Operations x Product atiributes desired x Product attriﬁ:utes received X
Benefits desired x Benefits received X Brands used x Occasions X Olher
- ambient ,characterlstrcs X Various supporting data.

Now, some mcre analyses are to be performed sequentially.

First, study the ‘Producl by-Use’ matnx product types' as rows "and ‘operations’

as columns. This matrix will show what products are used for what all (cleaning
operations, which may help the marketer see how the current products are being

used and what are their substitutes/complements; and how some of the| prodicts

are being converted from single-use to multi-use (or, the other way round). Best of
all, this matrix will give the relative frequency of various cleaning operations/tasks. -
If *quantity/amount wsed’ is also asked, a *volumetric analysis* can also be made,

A}l these pieces of inforination are actually new product ideas. Look far the gaps
for ‘which (cleaning) operation has no or a few products/brands available.

*Myers, James H., “Bcuef' t-Structure Analysis: & New Tool for Product Plannlng” Jolrnal of
. Murkefmg. Vol. 40, No. 4, (October 1976), p p 23-32.
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This matrix, in other words, gives on¢ form of ‘market structure’, and what we Generation, Screcniog

look for are ‘market gaps’. Therefore, this study is also known as ‘Market-gap and Development of
Analysis’. New Product ldeas

The second study to be made is for each ‘henefit’ across each ‘brand’ and each
‘accasion’ — ‘Benefit-Deficiency Matrix’ — for some benefits may be wanted but not
received, or received but not wanted. This matrix may provide average dcficiency
for each brand. Study the frequency with which benefits are not received across
cach brand in the market. Analyse which brands have failed to serve the desired
benefits the most and why. Siudy the brands which have delivered the desired
benafits the most. (You can develop your brand close to them.) Alse, consider

_ possible additional usages/applications for the existing producis.

All this can help you conceive new products that deliver the exact combinations of
benefits desited for o single operrtion/task, as well as for a group of related
operations/tasks.

Finally, cosiructing an “Occasion-by-Operation-by- Ambient characteristic Matrix’
may reveal demographic and sociograph patterns of product uses which may be
required for situating the product in the market segment correctly. 1t can help in
isolating those respondents who desire a particular berefit or & cluster of benefits.

Activity 5

Study the new products thal have emerged in the market in the last six months.
For what type of products.do you ihink benefit structure analysis can be used
most effectively, Apply-it to any one of them

. Brainstorming

Brainstorming is a rather popular creative technique with a tong track-record. It
was first developed by Alex F. Osborn in 1938, and gairied acceptance by the
business world in the 1950s. Brainstorming aids in idea generation by ENCOuTaging
the creativity Jatent in many of us. it originated as a management technique for
groups charged-with problem solving. Osborn feels that creativity is fostered in an
informal meeting where participants are free {o express any and alt ideas they
concoet. Criticism is guled out until the end of the meeting as this inhibits people
from contribuiing ideas that might prove usefu} or at least stimulating to others. In
this way, the participants should produce a greater number of ideas than if they
worked along. Actually, brainstorming sessions are held when a company needs a
lot many ideas. : ' :

The usual group consists of six 1o ten people. It is advised t0 avoid too many
experts in the group as they may tend to took at a problem in a rigid way. The
sessions should preferably be held in the morning and should last about an hour.
The problem should be specific.

- Briefly, the technique is executed as follows:

The chairperson of the brainstorming session notifies the participants that the
meeting is to be held, states the problem to be discussed, and gives them several
days for preparation. Individuals are generally chosen for their creative talents and
ability to work cooperatively and openly. In this régard, it is sometimes better to.
avoid using supervisors or 100 many specialists: these people could disrupt »nd/or
dominate a session thus stemming creativity.
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. as fatigue is seen as a catalyst in releasing ideas. Some believe that when

" ideas. It offers the potential of producing a great number of ideas in a.r

complained of participams not preparing for brainstorming sessions, Oth

loosen up. The chairperson addresses the problem at hand, and subtly
ensuing discussion on the toplc To ensuge creatmty, the following **gr
are suggestcd .

The discussion shonld take place In relaxing surroundings to help the p:Eicipmi_s
k

1) Do not peymii evalustion of idess; Osborn fecls that eriticism at this

makes the paniicipants more defensive and restrains their thinking.

eps the
d_ rules”’

stage only

2) Ercourage pavticlosnts to think ‘far out’: 1t is much eagier to tame fown wild
ideas than to beef up insipid ones. The central purpose of brainstorming is to
‘tap all of the participants’ thoughts and experiences, ‘far out’ ones not

excluded.
3 Put emphasis on cresting a farge quantity of idess: A large quaatity

of ideas

should evenivally produce & grester number of betier guality thoughts. Also,

the emphasis on guality damps the tendency to evaluation.

4) Encoursge participants to modily or build upon the idens of afhers:
hiybrids are often superior to their predeceszors as differant perspecti
focused on & conumon solufion,

Such
VES ATE

Osborn® has suggested the folivwing questions to further prod the brainstorming

group for generaiing feat-valwe naw product ideas;

1) Can yoﬁ iist some exisiing sttribages of this groduct class?

2} Can you, suggest new gtivibuies? — New u_ses? Mew waysT

3) Can these atiributes be adapted? - Does the past.offer a paraliel?

4y Can these attributes be modified wigh res to ‘meaning’, ‘colour’)
‘sound’, ‘cdour’, ‘forms’, ‘shape’, t&J

What to add?

5)‘ Can these attribuies be magnijfl
Greater frequency? Stronger Nl

vaiue? Better quality? Duplicar®™®ultipiv? Exaggerate?

6). Can these attributes be d? — What to delete?
Smatler? Conde ? LoWer? Shorter? Lighter? Cheaper? Tone dow
i lly. '

7 Can these be substituied? — Other mgmdlem';"
Other ? Other markets?

8) <Can these utes be rearranged? — Interchanged?
Qther patterns? Other layouts? Other sequences? Other schedules?

% Carn.these attributes be reversed? — Upside down?
- Backwards? Opposites?

10) Can these attribuies be combined? — A different blend?
Anoiher alloy? A new assortment? Different Combine appeals?
Combine objectives? Combine units? Combine uses?

In effect, it comes out o be an dppllcatlon of Attnbm.e Listing approac
Brainstorming.

‘motien’,

lighdk? Longer? Thicker? More durable? More

n?'.

i in

This procedure i5 continted wntil the group is drained of ideas. Some wiiters

emphasise the value of pressing on for a few minutes when this point is

drained of ideas, a synthesis of these thoughts can taie place.

The brainsterming techpique has much to recommend it in generating ne

reached,
minds are-

L brodu’ct
slatively

short time and at a very modest cost. However, not all companies have Iuccess

wjth brainstorming. Gfte1 failure resuits yimpiy from, the inability io cor
achere to the ground rules of the technique. Dissatisfied executives have

*Osborn, Alex F., Applied Imagination, %d ed. (NY : Scribner's 1963), bp. 2B6-87.
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problems with uéms tﬁember&_ of different organizational rank in the same sessions. - G::;n Dnel::l .
S . s : : . opment of
These failures cannot be blamed upon the technique itself. | - ‘ New Product Idess
Detractors of brainstorming feel the technique itself is invalid. Principally, many- '

doubt. the “‘synergistic benefits* attributed to these group sessions. For example,

“*You can't put three individuals with 100 IQs together and expect to get the

product of two persons with 150 IQs”* A
The essence of brainstorming is the attempt to produce ideas in quantity via the
freedom of expression which comes with the deferment of judgement. Thus
defined, “*brainstorming’” is an individual as well as a group technique.

In view of this, how shoild one handie Brainsforming? Can the talents of a group
be propesly harnessed by this techn_ique? o '

To salvage this potentially valuable tool from human foibles, several variations

have been created. Once such variation is the *Buzz Group’, created by Dr. L.
Donald Phillips. Phillips theorised that aggressive individuals will tend to dominate -
group sessions and thus cause their colleagues to hold back. To preveni this from
inhibiting the expression of ideas, he subdivided the group into clusters of six and
allowed ach group only six minutes to come up with anidea. This subdivision
isolated the *‘bullies’ somewhat, and the introduction of time pressure caused the
“timid”’ to be more vocal. ' : :

As with group ra®s o rming, the reaction to the Buzz Group is mixed. Critics
peint nos o av mianlis I8 often not enough time for effective ideation.

Activity ¢ - _
Conduct Brainstorming exercises to generate ideas rcgardino
: : . i .

a) A new approach to marketing of MBAs, and
b} A model of marketing for the Indian seiler.

Focus Groups

The conducting of focus group interviews is very much like that of brainstorming.

It is unstructured, to some extent, and it.relies on the spontaneous interaction of

the group. But the members of the group are cOnsumers (rather than employees of

the firm) and, usually, are decided on by a market research agency. That is to say, ’
- focus group interviews can be thought of as brainstorming with consumers/ '

potential consumers. ' : ' :

. As the riame of the technique conveys, this type of group discussion focuses on
some definite. marketing/product aspect, such as a product’s characteristics, a -
brand name, an advertising theme. The pivotal theme is necessary to keep the
discussion tevolving around the important guestions or the issues. This also helps

in cutting down the irrelevant and idle talk.

*McCGuire, E.P.. Generating New Product .fdeas_(NY: The Cenference Board, 1972, p. 15,
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- Another difficulty poésibie is related to i

. 1o be utilized in an evaluativi er,

. Screening criteria are €stablished as evaluative standards in new product

About eight to twelve potential and interested consumers can be invited to form a )
focus group. The group moderator’s role is to lead the participants throygh an
open and in-depih discussion on the subject area(s) in question in a non-directive
and non-judgmental inanner.

This technigue is widely used by advertising agencies for gﬁidanr‘e in credting
effective advertisements. It is often emploved in the testing stages of new| product

" development — both in concepl and product testing — also. But when foous groups

are used to generate new product ideas, they present some basic comceptual
difficulties. Mainly for, firstly, consumers can hardly be expected to invent
products —the need(s) may be latent and it may be difficult to conceive aroducts
which do not actually exist. If a typical consiume: were asked about his

-entertainment needs in the early forties, he might not have an idea of pidture

screen, with sound right, there in his bed room, i.e., a TV, Or, if, in the early
sixties, consumers were surveyed about their needs i handling numbers, who

would have suggested a hand calculator? In other words, at best, focus group
interviews can be used effectively for the existing products and their protjlems.

These groups should also be proiected from lack of representation and the poor

-quality of response. At times, samples are mainly composed of housewives easily

activity. The worse, if they are articulate too. They may try to impress the panel
with their smartness and tend to act like experts. Thus, the results may
exploratoryein nature and may not be generalized for rhe entire populatig

available and outgeing with lot of time and inclination to participate in t}:«:h an

H

tions, Even though
recorded — audio/video — when analyzing ‘a Siggi#fsion, there may be as many

interprétations as interpreters.

However, these points may not be hen it comes to generating new| product
ideas, because the focus gr interviews for generating new product idegs are not

6.6 SCREEN F NcW PRODUCT IDEAS

Screening is es y an ¢limination technique. If the purpose of idea generation
is to have a farge¥umber of ideas, the purpose of screening is to reduce ihis
number to profitably viable few.

‘Actual screening procedures vary from company (¢ company and range from
simple, yes—no checklists to elaborated scaling. ln large companies, the screening
process is usually a multistage procedure.

icreening of new product ideas is essential for costs and risk of developing new
products run very high. Each project needs to be evaluated before tunds are

" committed to its development. Once a product reaches the market place, what is

done cannot be easity undone. It stands or falls on its merits, Back-iracking can be
fatally costly for stakes gel progressively higher as the new product approaches
commercialization. Therefore, smart companies concentrate on appralsals very
early in the life of a new product idea.

The rationale for what is basically a rejection technique stems from the fact that
very few ideas end up as successful products; may be just 1% or 2%. But, as the
experis believe, typical screening operation may yield about 25% productive
concepts to work on for screening can check that good ideas are not discarded.

6.7 CRITER[A FOR SCREENING NEW FRODUCT
IDEAS

development. They make arbitrary decisions less likely. They provide a unity of
purpose. They provide a proper perspective for new product planners.
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Screening eriteria usually concern themselves’ with three factors - magkets, products. Grueratlon, Screvelng
and finances.” More frequcnt]y used market-criteria are market size, share; market ‘:&mmﬁ
“growih; market positioning; distribution features; etc. Thie *produst-crileria’ are - o
newness; technical feasibility; organizational support; servicing requivements; legal

considerations; atc. The ‘financizl-criteria’ are profitability; retura on mvcstmem
cash flow; cte.

Becaunse soms consideratiouns are of more mgmf’ cancs than o*hersv many firms have
mors than one set of screening <riteriz. The following sets of **Muat have’ and
“Would like' criteria ha\re been suggested for the planner of new preducts®:

“*Pel wst hmrc” erﬂes—!ﬂ

& Bl a perceived m‘:ed with z sufficiendy deuned group
of heavy usess for the product.

& Have unique pmduct charactenslics that offer
distinciive benefits to the user.

@ Have sufficieit trading profit contribution, €.8., 20%,
to 509, in case of grovery products.

& Be saleabla in targe, expaﬁding territories.

| ewould ke welteria
& e campati‘ble with and dbls to carry the mmpany ’s brand name. .

e P‘rw&de the besis for a continuing business, €.g., 8 minimum life span of three
to five years, in case of grocery product*‘

@ Lend itself to mass media advertising,

The existeace of a double standard - **must have’’ and *‘wou :
" griteris ~ suggests that screening be done in stages, It makes se y if an idea -
passes she first test of compulsories would it progress Gext level of
evaluative checls. Ideas that pass ihe preliminary stagehg an appraised further
+ for estimating their relative values, so that the bggt of th Mot can be sclected.

Whether & firm will adopt 2 multistage approach §epends upon the number of
‘idess fiowing from exploration to evalu A fTew ideas can easily be screened at
* g single session. But, for a continucus st OPideas, a more slaborate procedure
is recuired. Censequcmly, many s ) ‘_ edinm-size firms do not have &
multistage screening method, ford
_ actively pursued, and formal or
, deveiopment function does not ms:
" chmmon in ]arge campames

foi managing the new product
n the olher hand screenlng in stepa is qulte

ideas can a!su he screcned one-by one or in bmchcs Processmg several ideas

together, in one operation may offer certain economies. But, if this'is not a

significant consideration, the mdmduaiistlc approach should be” preferred to
SCTeenisng 1deas in groups. -

- Preliminary Screen'uimg

Preliminasy screemng is l;hr ﬁrst. rather rough, attempt-to judge the valuz of &
new product ides. Some basuc criteria are required for preliminary screening. For
example, in case of & consumer goods company, the following statcments can serve
as primary cntena 1o screen new product ideast: :

® Thc itém should be m ‘a l':eld of activity.in ‘which the -.:orporatmn is engaged

e I t‘\e 1dea involves a compamon produci to others already being
manufsciurrd it. @Rmuld be made from malerials 1o which lhe corporation is
. accustomed T - -

sMcGulie, BT, Evalusting New Product Proposats (N\f; 1 The Cnnfenn& Bomi 1979, p. j‘r
{Sachs, W.8, and George Season, Product Pfumng and Mcmgmzm (Dklahom Penit Well
Pub!mhms v‘.:ampmy. 1941), p. 23!
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'@ The market over the next fi\re years should be expected to grow atd

- For majority of such check statements, a yes or a no answer should be

Cm

- This chart shows a (new) product profile in graphic form. Such profiles
* . developed from all new product ideas and their comparisons can be made easily.

"t Sec Sachs, W.5. and George Benson, Prodizct Plonning and Management (Oklahéma ; F

@ The item should be capable of being produced on the type and kind
equipment that the corporatlon normally operaten.

through the established drstnbuuon _pattern.
® The potentinl market for the product should be at least Rs. ........

than GNP.

#® Return on investment, after taxi:s. must reach a r.ninimum tevel of .

forthcoming without spending much timie to reach the point in questron
questlons can be referred to the appropriate dcpartmrnts. _

Product Profile Ratlngs Ra.uked DataT

This technique basically callc for the ideas to be evatuated in terms of a

of

. @ The item should be’ easrly handled. by the corporation’s exrstmg sales force

faster rate

number of

key characteristics. One type of such a rating system is the simple ordinal measure

wherein each characteristic is scored on a five-point scale, For example,
can be rated on ten dlffcrent criteria from Very Good (A) to Very Poor
shown below: . .

each idea
(B), as

A) (B . © (D)

-

Criterion/Characteristic Very Good  Good Average Poor  Yery Poor _
: E)

These ratings can also be shown graphically (as presented below):

1o 3 4 s 6 7 8 9

10

N

L

A A

20

AN
N\

Pro_dlié( Profiles - Summated Data*

This method of screening new product ideas is very much like that of ras

Publishing Company, 1981), pp. 233-35.

*See Sachs, W.S. and George Benson, Product Planni ¥ une Management (Oklahoma : Pe
Publishing Company, 1981), pp. 235-39. : )
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but thct,e are some modifications:’ - : e ) - . Generation, Screealng
5 azd Developaiett of
® The ra.tings are in terms of numerical values. Scores by different people are - New Product Ideds

averaged.

- @ Each cntenon is given a weight in aooordance with its supposed importance to
the success of a new product. .

@ Scores and we:ghts are multiplied and thelr products added to obtain a single
overall rating for an ldea. This total score facllltates compansons of different
ideas.

. The overall ritjng is described as follows:

.oR .
= E W, §;
=1 S
where, '
‘Ris overan rating,
. Wi is weight of the ith cnlmon

8, is score of the idea on the ith criterion,
n is number of ideas used in screening.

To illustrate this method, we can use the data used in the previous method. Each
criterion is to be given a weight, and numbers 1 to § will replace letters A to E.

The total of all weights should come to 1.00 and, thus, the maximum score of any
idea possible is 5.0 (Very Good). For a ready accepiance, the swnmated rating of.
an idea should be 4.00 and above..An idea rated between 3.5 and 4 is pigeed .
between acceptance and rcjectmn Bul exact cut-off point is a judg entaNdecision -
arrived at by cxpcnencc '

The results of using this method are shown below:’

CrilerionfCharac:_:__ri_ﬁtic Weight |, Very Good . Averag 001 Very «| TOTAL
. : : Good . g :% Poor
(5) 4) (3 2) n
1 0.1%5 v 0.45
2 011 x 0.52
K IO pOo 0.2 X ’ : 0.60
A e e | e X - o 1 o
- TP 0.10 ! . X 0,30
B, eienrriinriirren S0 B . . X 0.10
0.09 X T 1 ‘63
- WU 0.9 X : 0:36
9. 0.68 : X . . 0.4
143 0.03 X 0.15
100 : : 3.63

" The basic reason why this method shoutd Le prcferred to the previous method of
rating product profiles is the advantage summated data have over’ the ranked data
In Product Profile Ratings, a Product profllc with mostly A ratings can be rather
easily distinguished from one with mainly B or C. But, 'when the patterns of
ratings are not gquite as distinct or when they take on irregular shapes, sorting of
best ideas fromn a large lot can become difficult. That is why methods using
mathematical manipulations are believed to give better picture of the product
profiles.

Finally, in screening the ideas, as Philip' Kotler* says, a company must avoid two .
types of ‘error —a DROP error and a GO error.

* Sec Phalnp Kotler, Markering Maﬂagemtm Anafysis, Planning, Implementation and Conrrol, , (New
Pethi : P‘rcnnce-l-hll of India annte Limited, 1588}, pp. 415-16.
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New Product " . A DROP error occurs when the company dismises an otherwise 00
g:::f::"m"m':“ et - easiest thing 1o do is to put down others’ ideas. If a company mak
. DROP errors, its standards are too conservative. .

A GO error occurs whea the company permits a poor idea to move jnto the stages
of produci development and commeicialization. As a result, three t -of failure
can ensure. An ‘ebsolute product failure’ (sales dom’t cover even vafiable cosis), 2
‘partial product failure” (sales cover all the variable costs and even some of the
fixed costs), and ‘relative product failure’ {yields a nrafit that is less| than the
conpany's normal or target raie of return}.

The purpose of screening should be to stop and drop poor ideas as garly as
possible. Otherwise, if the ideas reach later stages and get conv.arted|into ready-to-
launch products, management may feel that afier investing so much|in the
development of the product it is warth trying it in ihe markei. But, that may be
fatal. What happens when you let good soney chase bad money?

6.8 DEVELOPMENT OF NEW PRODUCT I EAS

For fusther progress in the progess of new product development, screened ideas
meed to be converted into product concepis. A product concepl is pn elaberaied
version of the idea sxpressed ia meaningful comsiumner terms'’, says Philip Kotler."

We can see the methed of idea development with the help of the following
enample”: . . :

ndia, gets the idea of producing a powder tc
] and taste, This is only ap idea.

zas. Therefore, this praduct idea needs
wd, any product idea can|be converted

Consumers, however, do not buy
- to be converted into a product conce,
ity several product concept

There is & need to ask some ons. First, “Who is to use this preduct?”” (The
powder can be aimed nis, children, teenagers, young or middie-aged aduits,
cr senicr citizens), Secogf, hat primary benefit should be built into this
product?” (Tag, Yutritbn, refreshment, energy?). Third, **What i§ the primary

occasion for f o "’ (Breakfast, midmorning, lunch, cvening,| dinner, late
aight?)

From t stions, the following concepts emerge :
a) A tasty midday snack drink for children.

_ b} An instant breakfast drink for adults.
¢) A health supplement for elderly people at night.

-For testing each of these concepts, claborated version of each concept can be
presented to sample consumers. For example, the elaborated version of product

concept (b) above can be like the following: _ :

A powdcred product that is added to milk to make an instant breakfast
that gives the person all the nutrition needed along with good taste and
high convenience. The product will be offered in three flayours ~ choc: '
vanilla, and strawberry —and will come in individual packs|-six in a
box-—at Rs. 20 a box.

Then, the consumers can be asked some questions like:

—~ Are the benefits clear to you?
~ Are the rewards beiicvable? _
— Do you see this péoduct as problem solving/need fiiling:
~ Arc there other products that meet the same need?

v Kodler, Phillp, Marketing Management : Analysis, Planning, Implemeniction and|Control (New Delhi:
Prentice-Hall of india Private Limited, 1988), p. 418. -
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— How do you rate it on satisfaciion when compared to them? Generation, Sereening
and Development af

— ls the price justified?
P } _ New Product Heas

— Would you buy the product?

Respondenis’ answers to these questions can lead to the conéep[‘s
‘communicability’ and ‘belicvability’, the ‘need level’, the *gap level’ (between the
new product and the existing products}, ‘perceived value’, and the ‘purchase
intention’ {definitety, probably, probably not, definitely not}. A summary of these
answers can tell if the concept has a strong and broad enough appeal. If the
concept looks good, the information also tells the planner what products this new
produci would replace, what consumers are the best targets, and so on.

Activity 7

Suppose you are hired as a consultant for Bata india Limited to help them with
the generation of new ideas for shoes (cven ahead of Power and North Star).

1y Which idea generation technique(s) you will use and why?
2)  CGenerate new ideas.
1) How will you screen the ideas generated?

4y  Develop the screcned ideas into product concepts.

5} Testing these concepts, arrive at the final/best new product idea.

6.9 SUMMARY

The unif’ discusses the generation, screening and devclopment of new product
ideas, as the [irst stages in the ‘development process of new products. With the
improvement i research and technology and the premium of innovativeness in
modern managsment, the marketer has at his disposal, an average of idea
generation technigues, each with its ments and dements. The unit discusses a
number of these techniques while idea generation techniques aim at muitiplication
of ideas for new product development, screening is basically an elimination
technique to reduce the number of new product ideas to a viable .few. The unit
discusses the erileria for screening as well as the screening methods. The
development of the idea into a product concept has also been discussed.

6.10 SELF-ASSESSMENT QUESTIONS

1) -What are the sources of new product/service ideas mtilised in your
organisation. any other organisation that you are’ familiar with. Evaluate. them
with respect.ta their potential as good sources of ideas.
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2) Compare and contrast the techniques of idea generation studied by you in ths
unit. Which method would you prefer for:
a) a consumer product
b} a service

3) How would vou use Beneflt Structure Analyses to generate new prpduct ideas
for: ¢
a) a health drink
b) a disinfectant
¢) a perfume.

4) What are the safeguards to ensure the effective use of brainstorming as a
technique. What are the limitations of this technique.

5) Describe the important criteria used to screen new product idear

6) How would you use product profile ratings to such a new product 1dea
Explain with the help of an example,

7} What are the steps involved in new product ]aunch Discuss with the help of a
suitable example, :

8) How would you select the right waiget marked for your new product. Discuss
the criteria for selection of a viable segment.

9} Describe the development of the components of product strategy for a new
product.

¥

' Mascarenha .. OO
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UNIT 7 ECONOMIC ANALYSIS - |
'~ EVALUATION OF NEW
PRODUCT IDEAS/CONCEPTS

Objecﬁws

After studying this unit you should be able to:-

@ Explaii the meaning and purpose of euonormc analysis for new product 1dcas
@ Discuss the variables used in eeonorruc aualysis

@ Elaborate upon the process of estimation of first- tlme sales and repeat sales

. @ Describe the sales forecastmg mcthodologles used for economlc analyms of new
products :

® Discuss the various types of analyses used for cvaluating'new product ideas

@ Utilize the Economic Analysis Suminary forms to arrive’at comprehensive
economic analysis of néw product ideas.

Structure R . _ :

7.1 Introduction :
1.2 Purpose of Economic Analyms
7.3 Markeét Potential
7.4 Market Démand

7.5 Estimating Sales . :

.7.6 Sales Forecasting Methodologies L _ _ O
7,7 Estimating Costs, Sales and Profits - N

7.8 Break-Even Analysis . o N
7.9 Return on Investment - : o
7.10 Economic Analysis Summary Form R

7.11 Summary .

7.12 Self-assessmient Questions _ L
7.13 Further Readings ' @ o

7.1 INTRODUCTION

Product managers are involved, directly or indirectly in the preparation and
_presentation of investment proposals for new facilities, mew markets, new products,
or new projects,-What are the financial calculations required to make the case?
Essentially, the product manager needs to present a financial logic that
demonstrates a financial return at least as attractive as olher ldenufled
opportumt:es before the top management

Economic anaiys:s is sales, cost profit. prmectsons of a product proposal It is only
after these projections satisfy the company’s objectives, that the product concept -
¢an move to the product — development §tage, as the incentive for new-product
development grows. These projections skould be made over a peried of five to ten .
years. In addition, market shares; relative prices, and relative costs also: deserve
attention, A measure of relative valug indicate how vulnerable the product or
product type is to possible substitutes.

The total economic analysis, or a complete new-product business plan should

“include eslhmates from marketing, production, and accounting personnel,
_Marketers can provide sales and market share projections, advertising and sales

promotion budgets, and pricing information. Engineering and production personnel

can est:m?:e research and manufacturing costs. And, accountants can project .
profit margins. Such thorough economic analysis is expensive and titne consummg _
but also prevents disasters
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7.2 PURPOSE OF ECONOMIC ANALYSIS

Economic analysis is only a continuation of the cvaluative process that began when
the new-product idea was first generated. Once the product concept is developed,
economic analysis can cvaluate the business attractiveness of the proposal.

The purpose of economic analysis is to provide a structure ol analysis [that will

require all the parties involved to recognize the full realities of the situht
idea is 10 give the persons (who will provide the money for the ultimate

ion. The

commercialisation process) a full and objective statement of what is supposed to
happen financially. And. it is also possible that this type of analysis exercise
motivates all the parties concerned to be more objective and thorough jo their

efforts.

The major purpose of economic analysis is to scrve as a basis for a degision as (o
whether the corporate resources should be committed to the developmelt of new

product. Fhe key question is, ‘“What will be earned from the amount df

money

spent to develop and market the new product?”” The issue is essentially|of cash

inflows compared to cash ouiflows,

As per Sachs and Benson*, the decisions of economic analysis hinge on the

_ following considerations: demand, profitability, and return on invesimen

t. Wil

market demand be sufficient to meet the company’s profit goals? And, lhow much

investment will be necessary?

They suggest that one way of reaching a soMgion is to evaluate demand|and supply

factors”, The demand side concerns its
Demand must be large enough to justifly ¢ utlays for bringing forth
marketing the necessary supply. A iLing for both factors implies cald
probable profits and return on ing

with¥§evenue, the supply side with cost.

and
ulations of

7.3 MARKET PONGRTIAL

A J
The starting point onomic analysis should be an estimate of g
potential. It is pot a
an entire in gt sell if its marketing cffort is the wmost. For exam
market poten
multiptied by (s
for books can be estimated by multiplying the ‘number of buyers of boo
‘number of books bought by an average buyer’ and the ‘price of an aver
book’. )

Bul, different companies might define and estimate the ‘number of buye

tal market

jection of actual sales, Rather, it is the maximutn gquantity

pie, Lhe

baby food logically should be ‘total number of infants'
¢ estimated) *number of feedings’. Or, the total markét potenual

ks' by the
age

s"ina

specific product/market differently, even when the product is identical. (One firm,
for example, might view the market for a fluoride toothpaste as composed

primarily of families with children and choose 10 ignore ‘all others ~ the s
childless, the retired. Another firm might include young adults also, Yet,

ngies, the
a third

firm might stretch its definition of potential customers to include senior gitizens .
also. Or, all the threc_'firms might decide on the same age groups but ass gn : |

different degrees of importance to each.

In case of industrial products, firms rather than people become the relevant units

of estimation.

Itrespective of the product type, consumer or industrial, market potential

estimation is casier when markets/industries are well defined. An indvstry with fow
manufacturers and products is an analyst’s dream. How Wrong can one be in
delineating the parameters of the auto industry? But, products flowing info
numerous channels of distribution create difficultics because each segment and

submarket may have jts own special characteristics and requirernents.

- .
" Sachs, W.S. and Benson, G » Prindenr Plannmy wnd AMinagement {Oklahoma : PenpWell
Company, 1981), p. M9,
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Actmly 1 . . .. ' ) . R S  Economit Aiailysis_-
o S Evaluation of New -
Examine the method adopted by your company to define and estunate the number Product Fdegs/Conceps

of buyers for its products/services. What are your reacnons"

7.4  MARKET DEMAND

**Market' demand for a preduct is the total volume that would be bought by a
defined customer group in a defined geographical area in a defined time perlod in
a defined marketmg env1ronmem under a defined markeung prograrn”‘

The ratio of company to industry sales gives a company’s market share, Esnmatmg
market demand involves two stens: projecting industry sales and pro;ectmg
company sales.

If the new product is similar to one alrcady in the market, estimates of market
demand become easy. But when the new product is very rnuch diff nt from

grossly underestimated demand for copymg eqmpment in the for
plain paper copler (Xerox)

A ucts, for
rate at-which it

If an innovative product serves the same uses as conventioRg
example, the shaving foam, its demand W|1I be goverped by
replaces the old.

In evaluating demand for a brand new prod ¢ pedetration patterns of an
older product can sometimes be used. For emand patterns of Black and
White TV in the sixties and seventies could haWgserved as.a modet for the colour
TV manufacturers, in the early eighti stimate sales. ' '

Modified, revised, or altered products the most predictable cases. The old
praduct provides a customer base, a sales history, and a current demand. But
products new to a company are less predictable as they have no past and no
recorded body of information. They offer great uncertainties. Market demand
depends on what a company does. But, the company’s marketing effort, in turn, is
affected by competition, customer preferences, and industrial growth rate. A new
"brand may have to spend relatively large sums of morey to gain customers when
brand loyalty tuns high, or when the market is dominated by strong, established
brands. On the othtr hand, rupee-per-new-customer expenditure may be relatively
low in a market undergoing rapid growth.

If the new product s introduced for pre-emptive reasons— {0 prevent a competitor
from making inroads — then the economic analysis 1akes on different dlmensmns
For example, Colgate planning to introduce the costliest, plaque fighting

" toothpasie (most probably, Appeal) to pre-empt the entry of Crest (by Procter and
Gamble) in ‘India. Or, Balsara Hygiene Products introducing Babool at Rs. 10 for
every 200 gm pack (when they already have Promise doing pretty well — about 13%
of the marker share, at the last count) to pre-empt the launch of Nirma
Toothpaste by Nirina Chemical Works. The new brand is expected to take away a
portion of the exlstmg brand's sales. At the same titae, some of that could go to
the competitors in the absence of the new brand. The net company gain, thus, is
the difference between *what would have been the sales without the new brand’

* Philip Kotler in Markelmg Management: Arnalysis, P i fmpi tation and Contrel, 6th ed.,

{Mew Dxelhi ; Prentice-Hall ok India Private Limited, 1988), p 259
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. . ] -
New Product - ‘and ‘what would happen with it’. Here, the markel demand estimatio: becomes

E:d":'t"‘m aud - very complicated, but a complete economic analysis myst address itseif to such
el ] e _ comple:unns

15 ES'IIMAT]NG SA-LES |

A firm needs to estimate the mrmmum and- max:mum of sales tg dete mine if the
sales will be profitable. In other words, to learn the vange of risk. The firm can .
benefit from exanumng the sales history of smular producis and also ¥ surveying
the market opinion. There is a rreed to set the mlmmnm sales level th t will cover =
‘the fixed selling expenses :

Sales can accrue [rom one-time purchase of a product, mfrequem purghases uf a
product or frequent purchases ‘of a produect. - : '

- In case of one-time. purchase, sales wont become zero so long as new buyers keep '
entering the product’s market. Sales will come to zero when all one-time _
purchasers have bought the product {once). This can happen wuh any product,
censumer of rndustnal ‘durable o non-durables. o

‘Sales from mfrequem purchases. of a product like an aulomoblle. or an industrial
cquipment, include sales from replacemem due to wearing out of the product or its’
obsolescene. Therefcre, both the first-time as well as replacement' sales sh'ould_be_
.-esuma!ed : : :

In cne of sales from frequem purchases of 2 consumer or mdusmal non- durable
‘repeat-purchase sales also contribute. Re urchases prove that the product is
satisfying to a per ‘cent of the custome

Estimating First-time Sales \ - S
Bass* has used an epidemic (so @ called contagion) equation to forecast sales
of appliances when they- were [irs bduced, including room air-condjtioners,
. refrigerators, black and w evision, ete. He used sales data for the first few
" years of product intruducti o estimate sales for the subsequent years until
' ie'® major factor. His sales projection for raom air- -
of actual sales with a coefficient of determination,
gd time of peak was 8.6 years as against an actugl time of 7 -
icted magmlude of peak was 1.9 m as agamst an a.tual peak

candin‘cners’j fit-th
R¥= 0.92. Th e

In this mode! the probab:]rty of purchase at ume T is:
PM.=p+ Q@ [Y(T)/ml.

“where: o :
o p = probablhty of first purchase at t—O or the coeflicient’ cnf
_innovation, . )
- q = coefficient of ;mnatron, )
m = totai number of polennal adopters,
Y(T) = the number of adOpuon purchases by T, and

Y(T)/m = the fracnon cf potential adopters who have purchaser‘ﬂ

. o Bass defines an “innovator” ds an’ “early adopter of a new product” and an
- o “imitator™ as a “late adopler of a product whose purchase decision is mfluenced

by earlier buyers and users®’

" The number of adopters at T 1s: . -t

(T = pm + '@-p) Y(T) (q/m) (Y{T))2
The maximum number of adopuons Wlll occur at T :

= {p+g)/m (@/pJ

* Bass, Frank M., A New Produtl Gmwth Mode] for Cunsumer Durables" Managemenr Scirnce,

-?'&I' _

January I969 pp. 215 17.




o m@+p?
S(T*) _~—-—4q

Foun and Woodlock® developed a first—ume sales modcl thal they tested wilb
several new consumer non-durable products. Their observation of new-product-
markct—penctrmon rates showed that (1) cumulative sales approached a limiting
peneteation level of less than 100% of all houscholds, and (2) ‘the successive’
increments of gain declined. The equanons ls

q (l - r)”

. 7
. whete,
@ = percen tageoftotalhouseholdsexpectedtolrylbel'md“ﬁmpmh

r = rate of penctration of untapped po!mual ..
—pementascoftotalhouscholdsexpectedtoevmuallytxythem :

.n_l

_prnductand
t = time period.

Say, it is estimated that 40% ofalfhmlscholdswillmnnwﬂytryampmdua
or g = 0.4. Also, in each time period, 30% of the remaining new-buyer potential
is penetrated, or r = 0.3. Therefore.thepemenuseofhouseholdsuymgthem
product in the ﬁrstdpmndsm‘r )

4= M - 30007 - 0120 N
‘@ = 1q (1I-0*" = (0.3) 0.4) 0.7)' = 0.084 . -
@ = 1 (10> = ©0.3) 049 .7 = 0.059 _' .
a, = g (1-N*"' =.(0.3) {0.4) (o'.»;3 = 0041. N

' That:smsay.asumemoveson,ﬂwnmncntaln asepem:ntascmovu
toward zero. To estimate rupec-sales ffom 3. any period, the estimated
triai rate for any period, q,, is multlphed by sal number households times the

pected first-purchase expenduure per _ of the product. .
: Eshmlling Heplacement Sales-

mﬁumatcofreplaamemsalsbemnswnhmulfmofpmdum hfe,ormwal
age. The first replacement sales can then be guessed. moie accurately. ‘But, when -
exauly:hereplamncntwillukeplaoensammeroraltemamesbcforeme
cusmmerandhlseconomccondmon,ononehand.andpmdudspnceandthe
oompanysselhngtfforls onl.heothcrhand

Practically, replacerncnt sales are difficult to estimate before the product is aauany

. -muse.Thatnswhymarketersmfcresumatcsofﬁmmnksforlauwhn;a
_ newpmduu - _ —

: Eslim:lugllcpmsdﬁ :
..Bmhtherm—umesahaswﬂlasupmnlammbecmmmraﬁequmﬂy

purchased new product. Sales, in the long run, result becanse of wpeat purchases

and also afier all first-time purchases have taken place. Repeat purchases also

shuwumomersansfauwnwuhdupmdm.ncpeapmchmmtobemedm .

different classes of repeat buyers: those who buy once, twice, thrice, four times,
and 50 on. Theprodnumybcboughtonlyafuummdw Usage rates
may differ from buyer to buyer. lnmaﬂy,thcpotenmlmarkafwmnm

produclshkcantomaucwashmgmachmcaril-d:ﬁmdandlhcuuﬁdhfeofa S

purdnscdpmdm/changcsmumc

Fuut.lmn.ndwmwn --mmdmmmmm
-. .. Producis™, qummnm.mu-n
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7.6 SALES FORECASTING METHODOLOGIES

Sales forecasts for new products can be made using different techniques. Th_e
output of the most new products forecasting systems is ‘sales® or *share of
market’. The systems also use variables that will determine the saleslor market

shares which demonstrale how purchasing units go through an

awareness — trial — repeat purchase sequence. And, the systems also inctude causal

forces that will determine sales.

Structura]iy, ‘causal forces’, like product, price, distribution, competition, ete.,
give ‘forecasting behaviour”, such as awareness, trial, and repeat puschase. And,

then, sales can be forecast from behaviour through projections.

Sales can also be forecast directly from the causal forces by using judgmental

estimates — judgment. by executives, sales force, or users,

Thus, new product’s sales forecasts can hc made in 1wo ways. First,
the causal forces to predict the awareness ~ trial — repeat factors, and
sales front those factors. Second, by going directly from causal foreg
forecasts.

Forecasting via Judgmental Estimates

by studying
calculating
$ to sales

In the past fifty years different methods of mechanically predicting sates have been
developed, c.g., time-series analysis, and regression analysis, But, singe there is a

lack of historical data in case of a new
‘Executive judgment’ is the most commo
products are principally executive ju
connectors or formulae, paraliels.infor
Jjudgments.

‘Sales force judgment’ is also U
can be asked 1o make ¢
forecasts can be 1otalled,
are close to the

for their respective market areas, and
is method is very reliable in case of new
t lin® or that will go to the current markets,

“Users” can also
FThis me1

esearched (o know their intentions or for their ju
etter in case of new industrial products.

Forecasting via Awareness-(rial- -repeal Purchase

roduct, judgment methods predominate.
90% of all sales forccasts
Executives may use dath, mechanical
on, opinions, etc., to arrive at their

On new

sales people, sales managers, or éven dealers

these
products that

dgments,

Say, lor example; a market consists of 3 million customers. The purdhasing rate
per customer is 13 units per year. Also, say, the firm has the following data from

controlled sales test:
Awareness = 40% of customers,
Trial = 30% of those who are aware.
Repeat’ purcl:asn: = 60% of those who tried.

The method suggests that the awareness trial and repeal data can be
the 1otal market availability to ger a forecast of sales.

3,000,000 customers x 40% x 30% x 60% =
216,000 customers who are repeal buyers:

216,006 x 15 units = 3,240,000 unit sales per year.

3,240,000
45,000,000

Therefore,

= 7.2% market share.

(45 m = 3m x [5 units per year = tolal unit market)

multiplied by

Necessarily, there are many awumptions in a calculation such as this for there have
been no actual free market sales as yet and the avoareness, trial and repreat data are

always partly suspect

/o




Forecasting via M_alhemalicral Maodels

Tl.e few simplistic mathematical models used 1o Jotecast new product sales are of
almost no help. One method translates ‘intent-to-buy’ percentages directly into
market shares. Another method does the same with ‘rank order preference data’.
A third method extrapolates from test market sales figures to national sales figures
by extending test area ‘share of market’ percentages. :

The more recent. developments in the use of mathematical models vary greatly and '

it is difficult to classify them in a way that clearly and auickly indicates their
differences. It is better to consult with experts in this field if you wish to try any -
of the models. However, it should be noted here that not all mathematical models
are complicated and advanced. Some are simple representations of common issue
in model form for ease of calculation and for consistency,

Activity 2 -

Which of the sales forecasting methodologies discussed in the section is/are used
by ycur company or a company that you are familiar with? Why? What do you

think, should ideally be used? .

7.7 ESTIMATING.COSTS, SALE A%norifrs

The next required estimates, after the sales forec will be the expected costs and
profits of the'new product project. Thesg @ mates ean be made by the finance,

manufacturing, marketing and R/D depar® @ The following table* shows a six-
year projection of a (hypothetical) new prodB€t

of rupees):.
YEAR

0 1 2 3 4 5
‘1. Sales revenue’ 0 118 153 %6 282 324
2. Cost of goods sold ¢ 39 51 6 % 108
3. Gross margin ) [H] 77 102 13 188 216
4, Devclopment costs C 33 1] o Q -0 a
5. Marketing costs : - 0 80 &4 82 118 136
6. Allocaied overheads . ] i1 15 . 19 28 a2
7. Gross contribution =35 -14 - 23 29 42 43
8. Supplementary contribution o "o 0. o -0 0
% Net contribution -3 - 14 2 2 7] - 48
10. ‘Discounted contribution (15%) - - -1 =12 17 19 24 24

11.

Sales revenue : The firm expects to earn about Rs. 120 lacs by selling about
500,000 units at Rs. 24 per unit. Sales are’ expected to grow by about 28% in the
second and the third year; by about 47% in the fourth year; and come down to

15% in the fifth year. These projections are based on assumptions about the ‘rate

of market growth’, the ‘firm's market share’, and ‘price’,

K

*Adapted from Philip Kotler's Marketing Management: Analysis, Planning, !mpkmentaﬁén and.'
Control, 6th ed.(New Delhi: Prentice-Hall of India Private Limited, 1988), p.425-28.
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. gales revenue in the first year, but come down to 42% ‘in the fifth.

"space. etc. R ,

. lso. helps the marketer decide better by telling the *payback period’,
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--the project.

Cost of goods sold: ‘This is arrived at by calculatms the ‘average

‘Development costs: These costs inchude the “produci development

{(researching, developing, and testing the physical product); ‘marketi
costs’ (brand name testing, package testing, test marketing, etc.); an
‘manufacturing development costs’ (new equipmerit, new plant and i

Mistketing costs; Thase costs cover advertising, sajes promotion, and

marketing costs are likely to be a high pef cent of sales. But, over t

* of ‘labour’,
‘raw materials/components’, and ‘packaging’ per unit: Here in tlns case, it works
out to, ‘be about. 33% of sales reveine.

- Gross nargln It is the dlfference between “‘sales revenue’ and. “cost f goods sold‘

ts’ -
' research
the
entory).
personal

¢ years, it

selling expenses, mainly, Marketing administration costs are-also inc'luded.- Iniﬁal_ly,_

would lower down. For example; here, in.this case, thesc are about

Aliocated overbead: Thls covers the cost of executive salaries, electn

T% of the

city, office

Gross eontrlbutlon lt is found by subtractmg the precedmg three costs from the

‘gross margin’.

Supplementary contribution: It is "used_-to include any change in inco

me from other -

company products caused by the introduction of the new product. Tpi_s.changq in
income may be a ‘reduced’ income on other company products (Cannibalized
income) or may be an ‘addmonal’ income on other company produois (Draga{ong

inoome)

supplememary contnbunon with ‘Ero contnbuuon

Nei enntrﬂmllon. It is the fi nal m arrwed at after adjustmg the

Dilcounml ml_m'lbut!on: 1t is
{discounted at 15% per annufy
until the fifth year, which mean
can earn 15% on its m '

by when the firm recovers all its investment, e. 8 the payback pcnoc
314 years, o

The marketer, 1herefore. has io decme whether he can expose the fir
Rs, 47 lacs and wait 34 years for payback, .

resent value'® of each future contribution
example, the firm will not receive Rs. 48 lacs
hat it is worth only Rs. 24 lacs today if the firm

- Cumulative cash flow: This is the cumulation of the annijal ‘discounted
_ contnbutions’, e marketer in deciding the fate of the new ' roduct -
project bysho he ‘maximum investment exposure’, or the highest loss that
the proj create, e.g,, in one year, the firm will be down a makimum of
Rs. 47 | s will be the firm’s loss if the project is dropped after one year. It

or the time .
1 here is about

m to a loég of

Marketers use other financisi measures aIso to evaluate the merit of
proposal. The simplest is Break-even Analysis, in which the marketer

no-loss) with the giveri pricé and cost structure. If the marketer beli

3 new-product
estimates

es that the

how many units of the product the firm will have to sell *o break-e\%n {no-profit,

firm can sell at least the break-even number of unns. he will like to

"The present value {V). of g ful.ure sum (I) to be received t years from today and discq
rate ls glven by

L
()
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“The break-even point, in terms of ritpeé-volume, can be derived from the formula Ecomomic Aualvsis —
: o : ’ Evaluntioe of New

- _ FC . ' - E Product kdens/Concepls .
T
L
SR
where, FC = Fixed Costs

¥C = Variable Costs
SR = Sales Revenue

Thus, if the total fixed cost of the project is'e’sii.mated to be Rs. 14 lacs, variable
costs Rs. 33 lacs, and the total revenue Rs. 118 lacs, the bréak-even point will

come to
14,00,000 14,0000
33,00,0000 072 -
" 118,00,000

or Break-even point = Rs. 19,44,444.40

" At a price of Ks. 24 per unit, the firm will have 16 sell about 81,019 units to be
- able to break-even

_ The unit volume at which the marginal contribution will just cover fixed costs can
~ also be caicula: zd by the formula, . :

_ . FC - FC
* Breas-cven point = —— = ———=
- MC  P-VC
Where, ' .
MC =Marginal contribution .
- P=sefling price per unit of the product

VC =variable cost per unit of the product

14,00,000  14,00,000
24 - 6.6 T 174

or

— Rs. 80,459.7

or, about 3,353 units’

The greatest value of break-evén analysis in new product plarining is its (indirect)
suggestion of risk, It is an indicator of danger. How low the sales of the firm can
go before it starts making any loss?

The analysis also indicates ‘leverage’ : the marginal contribution signifies the
incremental profits associated with incremental sales once the:break-even point is

- reached. Such estimates of profits for various sales levels are extremely helpful in
developing a marketing plan for a new product.

Aclivity 3

Develop/Find out a formula for calculating the break-even pbin{ when a target
profit is also te be covered.along with fixed costs by the contribution.

*Total number of units to be p-aducc& and scld is assumed to be 500,000, Therefore,
Rs. 33,00,000/500,000 ~ R, 8.6 per unit. ’ R
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.been maore in use. The present value (PV) of a future sum (I to be received n

7.9 RETURN ON INVESTMENT

Profit is important, but not the end of economic analysis. Equally important is the
capital expenditure as it may eventually be a sunken cost. Returns anticipated must
be seen in relating to the investment involved. Large prolits shown by a ne
product ma; be less attractive when compared with the capital outlays necessary in
the be_inning, :
Return-on-investment {RO) analysis involves four considerations: amount of
return, duration, timing, and risk, The amount of return must be sufficiently large
to justify the investment. Timing for a short-tite project is of litile consequenee.
But, for long-time projects, early inflows of cash are prefeérable, as early cash can
be re-invested, : :

The most common methods of assessing return on investment are ‘payback’, ‘rate
of return’, and ‘discounted cash tlow’.

Payback

It is mainly concerned with how long it will take the firm 1o get back its initial
investment, It adopts the commonsense rule that prajects with shorter payback
periods & e more valuable than those with longer. This, at the same time, may be
taken as a method that favours new product proposals with high short-term
profits, while discouraging others whose impact may eventually be greater and
more lasting, Howevet, in an environment where cash inflows are uncertain, e.g.,
cosmetics and health-care products, a quick invégnent recovery means [ower risk.
A payback period of one vear or even shortéis n uncommon in these industries

Rate of Return

It relates net earnings to the cost of ti tment. The average {annual) rate of
return can be calculated as

Average net annual inco

Average net in ent

To illustrate the calculat] in the simplest terms, suppose a Rs. 2 million

investment is proj to pfoduce a net annual income of Rs. 400,000, on an
average. The av stment is derived by dividing Rs. 8 million by 2, which
would roughly corr d to the midpoint of the life of the project. The average
rate of return, therefore, will be

_Re 400,000 o0 = 10w

Rs, 4,000,000

Discounted- Cash Flow

The discount method of handling cash inflow accourits. for ihe time value of
money. The idea is that the future value of an investment 'is ‘enhanced by the dash

accumulating at compound interest. Thus, the future value can be calenlated bly the
standard compound interest formula, '

(1+iy"

FY

L

where,

FV =Future value of an investment
I=1Initial sum invested
i=Interest rate for each period
_n=Number of_periods in which interest is paid.

However, the ‘present value’ method of evaluating an investment proposal has
years from today and discounted at | interest rate is given by the formuls

_ Iﬂ
{1+t
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The present value of an investment can also be an;wed at by conversion from
future value, PV=FV (I/1 +i)". The expected cash flow from the new project is
-discounted to the present time at a compound rate of interest and then compared
with today’s investment. Present worth tables are normally used to aid :
" calculations. ‘Fhe choice of interest rate t~ discount the annual cash inflow can be
.moade in two ways. A firm can take the prevailing interest rate in the money
market (ds its cost of capital), or it gan use the rate currently ea.med on its
nvested capltal {as an opportunity cost}.

-In the final assessment. the new-product proposal should be acceptable only if the
total of present values of annual earnings js equal to. greater than the present value
of the investment as, otherwise, the project does not meet the firm's capital cost
requirement {of a particular per cent).

7.10 ECONOMIC ANALYSiS SUMMARY FORM*

Table 1 contains the basu: preparation sheet which precedcs the financial summary

(Table 2) statement and permits calculations in whatever mode is preferred by the
firln. In actual use, ‘formats of the tables can be simplified to cover only what the
firm wants. The given. forms are comprchensive and. cover ail options

Talde 1

Date of this analysis @ cveerieens Cermmmeemiretnnie Previous analysis: .......coouviiassnesensd

1, Economic conditions prevalent: ) ) O\}

© 2. The market (l:ateso.ry) :
3, Product life @ ...l

o OTEN ISCOUALE errevmvemnnannsiss
W PIOMOtON £ wovereecriirarrensriiarersons

4. List price: RS ..o

Distributar dIsc.nums

Explanation of any unique costing procedures being used @

th to factory : Rs. Crrareren Quanmy RN
Averas: upﬂ:s per unit sold: Rs. s e e bR AT R e
5, Froduct costy; )
* Applicable rate for indirect ma.nu!'actunns QOBLES ©rveeesvaarsiorseesonsrus st rasrnamases ranessmssnmssanieeerani oo

.6, Future expenditures, other capilal invesiments, or eatraordinary expenditures:

7. WOrKing SApIAL @ ooviveeinnrnaerne e s ssiranr s ras s rr e e snassenneenneer 00 OF STS
B. Applicab_le..bverheads:

© . Carporate : % of sales
SDIVISIOR T vnveetsenesresersssesseesemsasssemssms st sstsssstsssmes s sane st siennssnrsssss 0 OF SaleS

* Se:sgrs:ford <. Merls, New Products. Monogement (\Mingis: Richard D. Ir\vm. Inc., 1933}. :
PP b
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hod

. : I
. Indirect benefits to be included in the caiculation, if any {¢.t., support to producy line) :

10. Indirect costs to be included in the caiculation, if any {e.g., early closing of plant being:

caused by cannibalization) :

11, Net foss on cannibalized sales, if any, expressed as a percentzge of the new product’s sales ;|

B P U U U UTTURUUL. .

12. Furure costs/revenues of project abandonment if that is done instead of mariceting the new

ls.. Tax crcdils. if any, on new assets or expenditures :

14, Applicable depreciation rate(s) on depreciable assets:

v Moo Moo, .. TR oD

15. Central/Brate income tax rate applicable: .....oveeeeereerarraen.. B
Comments: )

16. A;ip]icable cost of }.:apiral e e ean (]
+ Risk premivms or penallies :
Required rate of return :

17. Basic overall risk curve applicahle to PY :

R

18. Key elements to b fen sesitivity testing (e.g., sales, price cuts):

19. Sun costs ;

Expenses lla date D RS, oo

Capital investment to date : RS. .......ccoveemrenrens

20. Elements of new product strategy that are especially retevant on this proragal (e.g:,
divessification mandate ot cash risk):

21. :Basic sales and cost forecasts:

Year Upit sales Direct production ¢ost Marketing éxpenses
per unit :

22.. Other special assumptions or guidelines:
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The following terms used in Table 1 are intended to mean as given: - . Economic Anslysis —
i . - L ; . . Evaluation of New
Economic conditions = Differences {rom the on-going econoric forecasts, if any. - Product Ydéas/Cencepts

The market (category} = The defined market for the new product, the growth rate

-agsumption, and the total current market in unit as well as rupee volumes.

Product life = Number of years used for the economic analysis of the new
product. .

Pricing = The intended selling price of the new product.

Future expenditure = Every futur'é outflow of money. Any .cxpendi'ture that will
not be covered oy the regular Income Statument.

Working capital = An estimate of cash, inventories, and receivables that will be
needéd to support the sales volumes. .

Applicable overheads = Overheads causally related to the new product, e.'g., an
expanded sales force.

Indirect benefits or costs = Any special benefits or costs that are of significant -

- gize and are fairly easy to gquantify.

Tax credits = Any central or state incentives-for the new-product activity in the
public interest, : ‘

Basic overall risk curve = The curve of possibfe outcotnes around a profic mean.

Sensitivity testing = Effects of changés in the input element which require special
consideration in the analysis. ’

Elemenis of strategy = Strategy that prompts the new product proposa
. Fable 2

- Date..oeeennre o]

Proposal @ .ooooviveciiiiiiiiniennn et tietren—in—s araasrerrtasnnsns
“Q Years on the markét

v
1 P4 I B I

1.7 Unirt sales
2. Rupee sales

3. Productioas .0sts:
(a) Direct .
(b} lndirect '
() Toal

. Gross profit

. Direct marketing costs
. Profit contribution
. Overheads (exchuding R&D)

() Di\'isipn

[T AT O Y

(b} Corporate
) Total

8. Other expenses/incomes
9. Depreciation
. 10. Indirect benefits
11,. Indirect costs
12. Less un cannibalization
13. R&D {vet e be incurred)
14. Extraordinary expenses ’

15. Project abandonment costs/revenues
16. Salvage

17, Sunk’ costs

18. Total overheads and expenses

L 19. Income before taxes

contd.

33




New Produgt
Development and
Product Managemens

.l 20, Tax effect:

- {a) Taxss on income
(b Tax credits
it} Total

21 Income afler taxes
22 Cash inflow:

(a) Income after taxes
(b} Depreciation . . |
(¥ Produciion faciities

(d} Working capital : Im'.cmnr;.
(2} Working capital : Receivables
(f) Net cash inflows

23, Discounted cash inflows
T4, Net present-value : Rs, ...,
Z5. Internal rate of return & ............. g

26, Acéouming rate of retorn ¢ ... i ]

27, Payback 1. vears

Aciivily 4

ry to sclect a company that has a Ficancial Summary statement oﬁ

a new producl

‘project 7 Compare it wich Table 2/1 and see what are the similarities and
differences. Would you like to prepare it again?

Once the screening process has forwarded the seemingly viable new p

roduct ideas,

it becomes necessary t0. choose the best ones through a process of edonomic

analysis. The process of economic analysis enables the study of sales

costs and

profit projection of a new product proposal. Economic analysis therefore would
involve a study df the market potential and market demand as well as on
estimation of sales and costs for future periods. The unit discusses the methods of
estimating costs and forecasting sales analyses like the break-even analysis and
return of investment have also been discussed. Summary form of economic

analysis have also been discu:sed to enable an overall framework for|
analysis.

economic

7.12 SELF-ASSESSMENT QUESTIONS

1) It is said that economic analysis is a continuation of screening, A
some firms, it may be difficuli to determine when one ends and
starts. How, then, does economic analysis differ from sereening ¢
u seck 1 achigve?

s practiced by
he other
nd what does

2) Since market potential is a thenreucal concept more than an -actual forecast,

how 15 it useful for cconomic anajvsis?
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3) Examine *We difficulty of formulating an initial sales forecast ror:

(o . St markedly different from- the e)ustlng ones, and
f ' product.
4) - the sales history of existing products guide the new product’s sales
fi aer? )
5) Wh. - ihe purpose of doing break-even analysis in economic analysis?

Project Questions

13 Cumpare a consamer goods manufacturer’s approach to estimating market
potentials with that of an industrial goods manufacturer.

2) I the cconomic analysis stage ends with a ““‘go’* decision, a new product
project proposal will be prepared vide a report to top management. This repori
will provide pguidance for the firm'’s future efforts. Prepare a proposed outline
of such a report indicating the type of information to be included.
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UNIY § TEST MARKETING AND
NEW PRODUCT LAUNCH

Ohieetives

After studying this unit you should be able to:
- @ Define the purpose of the rationale of test marketing

@ Discuss the major test marketing strategics
& Explain the concept of. simulated test marketing

¢ Elaborate upon the procsss of new produci launch.

Structure

8.1 Introduction

8.2 Purposes of Test Market

8.3 Test Marketing or no Test Marketing?
8.4 Test Marketing Strategies
8.5 Simulated Test Marketing

8.6 ew Product Launch - the Marketing Plan
8.7 Defining and Selecting the Target Market
5.8 "Product Strategy and Product Positioning
8.9 Pricing the New Product

B.10° Advartising the New Product

8.11 Putting it all together

8.12 Summary

8.13 Self-assessment Qucstions

8.14 Further Readings

8.1 INTRODUC

Coming just beforeNgmmercialization or taunck, test marketing is the X!Lnal stage
of new pr evelopment process. This is also the final chance o evaluate the
new produ ts marketing plan before its Tull-scale distribution in frade
channels. A ITMffied supply of the new product is produced and distributed for sale
in ong or two markets with all prometional support given.. Sales measuserneni e
taken. In this way, rharke_mr can learn what might happen in actual marketing of
the new product and make an informed and linal decision about Taunching,

. Today, an increasing number of companies are (urning to test marketing s it can
indicate the best segments for the new product, the market polential, the produvis’
performance under actual operating conditions, the key buying influcnchs, how ihe
buying influences react 1o alternative prices and sales approaches, cte, Hxperis,
however, contend that test marketing’s real value is not in sales forecasting but in
knowing about unsuspected problems and opportunitics connected with the new
product. '

In the Indian context, test marketing is being used more and more and not only by
giant corporations. Earlier only Hindustan Lever and Taias went in for test
marketing, But, more recently, TTK group test narketed YVummies, (heir new
snack {ood, and Lipton test marketed a chocolate spread with the brand name
Covo. Yazir Sultan had 1est marketed Charms cigarettes before fuil Hedged
lavaching. McDaowell had test marketed Sprint in Bombay before going national,
as Pure Drinks had done with Campa Cola in Dethi and Parle had dene with

- Thums Up in Bombay., Metropolitan test markered their brand of shirts for 4
period of six months in Bangalore before goitng in tor full-scale production and
niarketing. And, most recently, sirmia Chentizl Works have test marketed their
tailet soap and toothpasie, am @ aneld i thefa the 22 ¢ moped| That is (o
say, more recendly, test marketing has become 3 popular marketing tech ijue in
India.
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8.2 PURPOSES OF TEST MARKETING o e Product Lanch

The obijective of test marketing may be .an investization of buyer characteristics,
trial and usage rates, purchase frequencics, product appiications, results of altering
marketing inputs, response from the trade, etc. But, the tajor purposes of it are:

1) To obtain reliable forecasts of sales volume. -

2) To obtain information thai can help correct any problems with the new product
or its marketing plan.

The first abicctive is far more important. The role of test marketing is in planning
4 national introduction and setting capital budgets. Therefore, projection of
national sales takes primacy. -

Al the same time, marketers need diagnostic information fo revise and refine the-
new product or the marketing strategy. The problems may be seemingly minor but
must be resolved. For example, an industrial firr. developed a very complex new
technology, gave it thorough technical testing, and went into a regional test
marketing. Only then did the firm discover tha! the new system could be blocked
by a group of consulting engineers who had not beer included in the matketing
plan. In another case, a camouflage cosmetic worked well in concealing scars, as
planned, but a much greater market opened up when women decided to use if for
concealing minor blemishes,

Thus, both the purposes are of critical importance to the test marketer.

Activity 1

Does your company lest market? Why? What is the experience? List the
products/services test marketed and the major experiences

$.3 TEST MARKETING OR NO TEST MARKETING?

Aul cxamination of both the advantages as well as disadvantages.can help us
angwor this dilenuna, ' '

Tha _ba.s'ic reasen why test macketing is flourishing is the belief thai vesults are
ablained apder realistic conditions and can, therefore, be generalized. There is also
a belief that test marketiog is the only 100l that comes close to predicting ROL

The most notable advantages of test marketing are:
a) marketers can pretest alteenative marketing strategies,

b) the firm may get valuable clues to various mnarket segments of the new product
and its distribution management, '

¢} besides identifying sales potential of a new produet, it highlights the sources of
sales,

d) it brings cut ali the unsuspected product faults, difficulties and problems in, .
time for them to be taken care of, and ' :

) it exposes tie ideas and concepts of marketing planners and developers to the
reality. )
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New Product At the same time, the most obvious disadvantages of test marketing are:
Development and ' . !
Product Management a) it is time consuming and delays the start,
. by it is costly and the value of additional information may be nil,
¢) competitors may deliberately disrupt and tangle the results,

d) ‘it may be exploited by the competition to strengthen their products and
position, and

¢) if not done properly or rushed through, the results may prove to be suicidal.

However, not all products are suitable for test marketing, The nature of product i
also a factor in testing decision. Modifications, for example, don’l require test .
marketing. Also, the products with expected low sales volume.

In India, test marketing may be wsed more frequently for consumer products than
for industrial ones, as most of the industrial products are highly customized and’
the firms can obtain new-product feedback by user-to-user sampling —a more
personalized and informal way.

The decision to test market or not also depends upon the degree of perceived risk |
and estimates of comparative costs. As a generalization, test marketing is desirable
when risk is hign and cosis of a new product introduction are large. When
opposite ¢onditions prevai], there is less reason to test market*. For exanple,
" industries such as autos and steel have high investment needs regardiess of
" production volume, then, what is to be gaiped from test marketing? Test
marketing is really useful when it can help &gfer substantial investments until sales P
can be forecast with greater assurance. : '

ison for test marketing should be risk
Ek. A national failure is very mugh capable
ering the motale of the sales force, and’

That is to say, the most compellig
reduction. But, not just the mon
of ruining the channel relationshi
reducing the confidence o OTS.

markefing should also identify ways to improve profit. A~
warketing can identify how to improve product,| price
kion. The channel relationships and production facilities can

At the same time, teg
carefully structure
placement and pro

be pit to acj st. Thihgs can go wrong, but test marketing helps them to be
~ corrected b I-scale launch.
Activity 2

State advantages and disadvaniages of test marketing the following produkis: a
hand calculator, a weck-end magazine, a high-priced cosmctic {night) cream, and
an information caiering service.

*Cadbury, ND, “When, Where and How to Test Market"', Harvard Business Review (Ma]r—June, 1575), .
Pp. 9698, . |
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8.4 TEST MARKETING STRATEGIES - S New Product Laanch

Before deciding on any procedure of test marketing, the issues -of ‘test markets’,
‘duration’, and ‘information’ are to be settled. '

Test markets

Selection of test markets becomes a critical factor, especially when the purpose is
10 derive a national sales estimate for the new product. The issue involves two
major concerns: of what type and how many markets should be selected for
testing. i

‘Test markets selected must be representative of the universe of the customers
envisioned in the marketing plan. They should typify target groups, sales outlets,
media patierns, and the competition. No outside influences should be. able to affect
sales within the test markets. ' '

It is possible that a new product fails in test marketing not because of itself or its
‘marketing program but because of the improper selection of the test market. For
example, long back, Hindustan Lever chose the eastern region of India. to test
market its “‘Pepsodent’’ brand of tocthpaste. The results were not of much
‘promise, and the firm decided to drop it. But, today, they have second thoughts.

*Pepsodent’” may be back.

(f it is difficuit to find a good representative city or region for test marketing, then
the most critical [actor to be aware of is by how _much does the city or region
selecied vary from the national format. With the help of this information,
behavioural factor specific to each ¢ity or region can he developgd whigh can be
used for extrapolating national sales.

The second comcern, in the selection of test markets, is £ dtg the number of
{est markets (o b chosen, Experts opine that much depefids ugn the objectives of
rest marketing ad it is largely a function of reliahility expectations, if, by test
marketing, the marketer wishes to predict the resul national launch, then

_ one or two representative cities or metropoliyag arcagcan suffice. But, if, from test
marketing, the marketer intends 10 assess Ao iive effectiveness of his plans, he
showld choose as many comparable test mar¥gts as the number of plans he has for
testing.

At Lhe sarme time, if the cifies are [ ry heterogeneous, or no single city is
found typical of the entire market, mo cities may be needed to predict results
accuraicly. Also, il the number of variables to he tested is large, it may be
necessary to increase the number ol test markets. But, the test marketing costs also
go higher with the increase in the number of test markets.

[ India, because of inadequate pation-wide transportation facilities, markets are
mainly local or regional, Therefore, most of the marketers are more interested in
regional launches. Hence, two or three comparable cities in the final-launch-region
should suffice for test marketing, For example, if the marketer wants 1o launch a
new product in the southérn region, then rwo/three cities from among Bangalore,

Hyderabad, Madras, and Trivandrum can be selected for test marketing.

Durition )

As such, there is no required (ime peried for an appropriate test market.
Markelers prefer to shorten the test period to minimize competitive reaction, but,
for consumer products, time may be required to build retail distribution, to
develop consumer inierest, and 1o provide opportunities for repeat purchase.

In case of certain products, such as with high purchase frequencies, carly sales may
be a poor indicator of eventual pecformance, for their iriers may build up rapidly
at first and then decrease exponentially in succeeding times. Hence, such products,
with short buying cycles, may often display “humped”’ sales curves. Therefore, -
such products shouid be test marketed for long enough time for the trial rate to
level off and for repeat purchase patterns 19 take effect, That is to say, if the new
product is a consurer non-durable, then test marketing should include at ieast two
or threevrepeat) purchase periods to study brand lovalty, '
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If the competition has resources and desire to launch the (new) produc itself, then
test marketing should be very short. The very first green signal should induce
fnational/full faunch. Also if the test marketing costs are high or increase with the
duration of testing, then cut sizort the igst time as seon as the value of an
additional unit of time in termiy of =xa/new information is low.

At the same time, sufficient time should be allowed to take care of the|deficiencies
discovered in the product or the program before the test marketing is calied off,

For example, if the packaging is ©uct as attractive or advertising is not as
commaunicative os desired, a new packeging or a new advertising copy should be
tried before the close of test. marketing. '

lnforma!mn

““What type of information is to be col!ected in test marketing?”’ is the next
major issue in the strategy of test marketing. The type of informaticn to be
collected is related to what constitutes as marketing program. If the test marketing
‘mix has. different levels of advertising, then reaction io advertising theme should be
elicited from each sample respondent, and their recall should be measured.

The new pruduct can be shown i‘o the respondents and their reactions 1o its
concept, design, size, price, etc., can “e sought. Then, the respondents should be
encouraged to buy the new pradr-.. Afier trial, once again reactions to'its )
concept, design, size, price, etc., should be elicited. After some repeat purchases
also, a further cross-checking should be done on the same attributes of the new
product,

To check the pérform'ance of the test marketing program at retail outlets, number
of outlets, their size, shelf spacc, display, <Mgs volume, stocks, prices, etc., should
be noted. .

Test marketing data ceilection shg#Minbegin after the new product has been there
in the market for some weeks. "@ ple, in case of the one month test
marketing programming of a newNeggélimer non-durable, the following
informarion may be collec ring 5-10 weeks: product awareness, product
usage/non-usage reactions, 't advertising recall — un/aided; frequency and
‘volume of purchase er' brignds used before and during test marketing, rating of
cach brand, repea pattern, product perception, etc.

Activity 3
Suppose the m; ting manager of your firm recommends that the new product be
test marketed before going national, But, the CEQ argues that fime should not be
wasted as “‘getting the Jump” on compennon was all importani. What would be
your argument?

8.5 SIMULATED TEST MARKETING

Simulated test marketing (STM} was introduced in the early 1970s as an slternative
1o traditional test marketiny and has been greatly refined during the 19805, ln a
s:mu]auon a few hundred consumers are exposed to ads for a new product - often

" at a shopping centre — and ar= given either free samples or an opperwunity to

purchase the product. The cnnsumcm are then questioned (over the tclephlcme)
regarding their reactions (o the ¢ codudt and then repurchase intentions, Using the
daty develeped through such freesscva the ros “ier's potential sales volume can

be predicted.
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Muny marketers use this fechnique in combination. with the more traditional
approach, especially in case of packaged goods. It is, pariially, becanse the
tradiional test marketing is viewed as very expensive, time consuming and open to
spying by competitors. The cost difference can be amazing: less than one-tenth. A
time pericd of three months is consjdered good encugh in the simulated technigue.
Seill, o is vet to win wids acceptance for the experts opine that simulations are able
to identify poteatial product faileres more than predicting the upside potential of
producis. ' '

8.6 NEW PRODUCT LAUNCH - THE MARKETING
PLAN

When © = test marketing resulis are positive, the new product is ready to enter the
final batterground — the market.. 1n this part of the unit we shall look at the factors
and steps Envolvcd in developing marketing plan for the launch of a new product.
The me -keting plan for launch is simply a statement of the course of action to be
foliowzd for the products introduction inte the market. 1t should clearly specify
the marketing objectives, strategies.and programmer. Though this section is placed
towards the efid of the product development process, it is not to imply that
marketing planning for launch can be left till the end to commence just prior to

. the launch. Marketing planning is & continucus activity in the new product

development process and informally may start at the time of idea development
itself. Formaily, it should commence as soon as the product development stage
beging. Like all importdnt plans, marketing planning for launch is an itchgive

Process.
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Setting objectives for new products: The statement of marketing objectives for new
products represents a decision criterion—a goal that the team strives to achieve, A
statement of clearly defined, measurable, time-bound objectives is critical, specially
if the new product.team is large apd diverse. Marketing objectives clearly written
down and communicated can have a synergising ¢ffect on the activities of the new
product team. Typical marketing objectives for the new product should contain:

® Unit or Rupee value sales of the product by the year
& Market share by the year .
) Prodm.t profitability in terms of percentage margins and payback.

In the early stages of the new product development process, the lnformatlon at the
disposal of the marketer may permit only rough estimates. As more information
starts coming in as a result of market studies and test marketing feedback, as well
internal cost data, the objectives can be refined and made more realistic.

Sitnation Analysis: An analysts of the enwronment surroundmg the new product
is critical to its success s1ahd usually is one of the carly steps in the development

process. It is here being discussed only as an ingredient of the marketing plan. The

situation analysis in this respect would comprise of the macroenvironmental
) analysis, the market analysis and the internal analysis
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The macroenvironmental analysis invoives the study of variabies that lie outside

the firm and may have imgplication on the prodiicts market and the

situation, the demographic and social trends as well as the technol

I company.

gical -

Specifically, it would include a study of the economic situgation, thg political-legal

developments, The analysis gives a useful framework for the mark¢ting plan io be

developed.

The market analysis is essenti;i.lly undertaken to provide an input i) designing a

successful marketing strategy It should inchade:

@ Market overview — An assessment of the guantitative and qual:tatwe aspects of

market size and growth. -
® Segment overview - What is the targer segment? How are the se
distinguished, and defined in terms of size and growth trends?

meits

@ Consumer overview — A definition of who are the buyers, the purchase

influencers? What, wheh and how do these target consumars bu
buy? What are their preferences, needs and wants?

y7 Why do they

# Competition overview — A definition of the competitors and their relative
strengths and weaknesses segmentwise. A critical assessment of dheir products
and comsumers’s perceptions of their products, Competitors, strategies for

pricing, advertising, disiribution; an assessment of their marketi

Time invested in market analysis Lssually gives rich dividend at the
the positioning strategies of the new product.

g position.

time of planning

The internal analysis pertains to an assessment of the comipany’s resources with

refercncc to the new praduct, In respget of the marketing plan one
specifically analyse:

® The sales force — MHow do you ass
capabilities of selling thg
inputs? Do you require §

& Promotional set-up - Do
promotional set-u

les force?

mtust

ie present sales force in terms of their
roduct? Would they require additional iraining

befequire significant changes in the atvertising and

¢ Disiribution sysiem¥rHow do you evaluate the service and distrirbution system

with relerg new product? Do you require significant modi
needs 10 assure dealer support to the new product?

ication? What

The ig >= assessment must also consider the strengths and wcaknesses of the
other N @ al areas that have a direct bearing on new product development. As
painted JW€in Unit 5, the iniegrated approach presupposes a critical assessment of

manufacturing, research and development, finance and marketing strengths, and

weaknesses,

8.7 DEFINING AND ‘%ELECT ING THE TARGE.T

MARKET

Market segmentation, the definition of clusters of consumers withiy
that there is relative’ homogeneity within cach group, can utilise sev
have already studied these in MS3-6. Perhaps the most prevalent me

a market such
eral bases. You
L.h(}r.i of

segmentation for new products is benefit segmentation. Benefit sepmeniation

recognises that peaple seck dilferent benefits from their purchases and have
different motivation (o purchase. Usmg this approach it is possible for the market
to define the benefits and. attributes that must be built into the new product and
comumunicated to the consumers, In facr, ihe positioning and communization
strategies are largely defined by the benefit segment selected.

Any segmentation analysts would yield a number of potential segments and present
alternative attribute packages that can bz built into the product io make it more
suited to a-segment. 1t is, therefore, imporfani ro identify criteria used to select an
appropriate market segment for the new product. Some commonly used criteria

. 1 .

are:
|

& Segment aitractiveness ig terms of market size, growth and future potential,
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@ Ease of access in terms of selling effort distribution channels etc. . Test Marketing and
# Degree of fil in terms of the closeness of match between needs and preferences New Product Launch
of each segment and the attributes and possibilities of the new product.
o Competitive siination in terms of where the competition is lowest, weakest or
most vulnerable. - o
# Relative advantage in terms of the differential advantage that you may have
relating to product features and benefits as vell as eniry strategy. Fit and ¢ase
of access only suggest adequacy of the segment. in order to be desirable a
segment must offer possibiiities of competitive edge. ]
@ Profitability in terms of offering you to the greatest possibility of meeling your
profit and sales targets. :

8.8 PRODUCT STRATEGY Aﬁll) POSITIONING

Product strategy 1akes shape side by side with the definition of target markets. -
Product strategy in the context of new products would mean finalisation of the -
product benefits features and artributes and developing growth strategy.

The product benefit distinct from a feature, which forms part of the physical
design of the product, is a character that is of some value to the consumer. It
helps to list your product benefits as they begome important determinants of your
positioning. For cxample, a benefit of a new lawn-mower may be that it can be
casily operated by elderly people. This benefif may be translated into a product
feature in the form of rotorwheels o give easy manenverability and relatively
lighter weight. material used. Feature and altribute definition in detail may bring
you very close to the delining the product specification but it does help toWging
the product profile into a sharp focus,

intN\oow the

Po statement
ed. For
vehicle could be
sicle designed for fast

Product Positioning: Positioning in the market-place means de
product will be perceived by potential customers. A product po
should clearly show the end-use, and the benefit songht tg be de
example, a possible positioning siatement for a light com i
‘3 toiigh, long lasting, durable, reliable, premium-pric. d
and easy loading and maintenance”. The specifi @ enefit offer by a
product is an integral part of the preducts positig/0Mpcsition is a more
comprehensive concept. Positioning reflectsilie fusitg of product class, product
preposition and distance from competing to enable the best possible
approach to the target consumers. Percept pping and other marketing
research inputs are used to map positions in cOnsutmer perceptions and products
are targeted at these. A statement of product positionit g should define how the
product will be placed in the market and in consumer perceptions relative to the
competitor’s pro.ducts. Consider the following example for the positioning of
Eveready .Super, Union Carbide’s premium brand. In order to meet the demand
for a battery less prone to leakage, for cassetie tape- recorders, cameras,.
calculators and battery-operaied toys, Union Carbide. developed a battery in 1985
using Zinc chloride technology. The product was priced at 20% higher than Red
Eveready after considering value to the consumer and price elasticity.

The company considered the following positioning options:

a) The most leakproof battery available in tndia: This position would force
comparison against Unien Carbide's own “Red Evercady’’ and may eat into
~its sales. Again, 100% leakproof performance could not be guaranteed.

b) The Superior Medern Technelogy position: A valid positioning, but it would-
again force comparison with Red Everéady and the competitive edge will be
lost once competitors like Novino and Nippo follow suit.

. ¢} Performance Positioning: This positioning more than any other would hurt
Union Carbide more than its competitors as it would have implied inferiority
for the entire standard range (red, white, blue) of Eveready batteries which
comprise 45% of the total batiery market.

-d) End-Use Pbsitiuning:.Mar_kclt.resefi"r_ch'f;-ti,-dies conducted for batteries had -
‘clearlv 4ndicated that consumers had a’definite hierarchical perception of
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New Product goality relative to the end-use for baitery. Since a transistor is perceived to be

Developimest and _ a superior equipment as compared to a torch, a battery designed specifically

Product Management ' for a transistor is perceived to be superior to that made for torches. Research
elso showed the hierarchy order of guality equipments to be photoflash
equipment, CTR’s motorised gadgets, transistor and torches in that order. It
was therefore, decided that positioning Bveready Super as the product for
modern machines i.e. photoflash equipment, Cassette tape-recorder and other
motorised equipment would make consunier beliefs regarding the equipment
hierarchy to rub off on to the new product and would ensure a top-of-the-line
battery positioning without harming. Eveready Standards market share. It was
also felt that communication of the product positioning should contain some
reference to the reason why consumers should believe the ¢laim — the Zing
chioride technology would give the reason. The positioning statement for
Eveready Super ultimately emerged as ‘No other Battery can deliver such
exceptionally high power and life for your power hungry high drain devices
because it is made with Lhe breakthrough, first time in India, Zinc chloride
technology’.

8.9 PRICING THE NEW PRODUCT

There are two basic approaches to pricing a new product, the cost plus pricing and
the market oriented pricing. The former involves estimation of all cost elements
and adding of the targeted rate of return to arrive at the price. Market oriented
approach on the other hand centres og éstimation of consumer’s valuation of the
product, Some basic guidelines could b

a} Use the products target market an tioning strategy: If the product .s
arrived at a niche market, opf WNg specialised nieeds and if the positioning is 4
highly differentiated one, in & you have a mini monopoly situation. A
premium price strategy wouldWwe good route 1o follow, Conversely if the product
is not well differentia competitive products and if the target market is also
served by others, a confidetitive pricing policy would be more appropriate.

asagod weapon to apply when you have a real and sustainable
1y, a low price sirategy makes sense when it is a part of a long-

skimming pricing policy the product is aimed at the market segment for which the
preduct has most value and which will pay a premium for it. Profit per unit will
therefore be high but volume, lower, The strategy makes good sense when the
product is something of a novelly and those who are aware of the product are
~willing 10 pay a high price for it. Skimming is also used when the firm expects
potential competition and wants to build ug brand perference,

A rapid penetralion strategy aims at launching the product at a low price and,
spending heavily on promotion to lower buyer resistance, and bring about a Fast
penetration. The sirategy may lead to a readily growing market share especially
when the market is large with a fair reaction of the target market being price
sensitive and the company is expecting growing potential competition. The
underlying assumption of the penetration strategy is that units costs fall with the
scale of preduction. The aim in this case is to attain market dominance and high
market shares as a key to profitability.

A combination of the two strategics over time is also possible. Initiaily a skimming
stralegy, attracting the high value markets can be adopted, keeping the initial risk
low. As the product gains acceptance and when the investment is partly paid back
then production is increased, prices are lowered and 2 dominant share of the entire
market is- sought. In such cases timing is the critical factor, thie shifi should be
timed before the competitors have had a chance to develop similar offerings.

¢) The product pricing needs te be in line with the corporate strategy as no new
product is a stand-by itself item, it i< a part of the larger gameplan. In keeping
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with the long-term corporate plans, high profits and high margins may be - Test Marksting snd
sacrificed in return for the effective corporate market development. R Now Froduct Lenach =
d) Promotional priciag: 'When there is a certain degree of perceived buyer-
resistance, an introductory promotional pricing may be used to induce first sales,
This generally takes the form of coupons offering money off deal. In case of
industrial goods it simply takes the shape of an introductory low price offer. The
advantage of promotional pricing s that it allows the normal price to be retained
* ag the consumer is fully aware that the low price is only introductory in naturg.

3.10 ADVERTISING FOR THE NEW PRODUCT

Advertising usually represents the thrust of communication efforts in case of a new
product, The new product management is a new line of venture for the company
and may involve approaching different markets. A very close interaction with the
advertising agency therefore, is the norm in casc of new product advertising.
Developing the advertising plan in case of new products involves the following
decisions. '

@ Deciding upon the advertising objective ~ The firm should clearly define what
the advertising for the new product would/should focus on: )
generating awareness, interest, or favourable attitude?
establishing a unique image?
promoting trial S .
promoting repurchase (trial having been accomplish=d through free sampling)?

e Determining the advertising budget - In the absence of precise informatgn
about market definition, determination of advertising budget is a di¥{icultask.
Normatly the objective and task method is utilized, in conjungtion wi
estimates of expected expenditures on the new product.

¢ Deciding on the advertising strategy — Advertising strategy ns closely
follow the positioning decision end are designed to ish the :
communication components of positioning. _

Jre-communication research is used to provide i onthe positioning by

' ae'gmer!l'i:lecis_ion. and also to provide guideljnes forNgopy development. The

* generation of a number of messages insie @ just one has now become the rule -

: rather than the exception in the developme! ew product campaigns, alt
focussing on the same theme/positioning. Exafples are the Maggie noodle and

. Milkmade ads, featuring varying messages on the same theme.

-

Media Selection— Done in the light of, the definiticn of target market segmenl,'
media selection should enable the enhancement of communication effort ther 1gh '
_specific media characteristics like media image and editorial content. A relats
decision is that of media scheduling, for n.w products the media schedule shouiu
take into account the time response function o the introductory advertising

as well as the likely competitive reactions.

8.11 PUTTING IT ALL TOGETHER

~ To weave together all hat you have read of the new product launch " «s -onsider
two new product launch examples, Co

New Priduct Launch— Binnie’s Potato Chips .

Jagatjit [ndustries an established manufacturer of alcohol and malted foods, Lad
decided to make a foray into food processing in 1986 and work on the Bintue's
project had commenced then. Following is the story of the Binnie’s launch as told
in *‘Advertising and Marketing’ (August- 1950).

The 1:_'roduct w:iihl,s"which the company chose to make its entry into the food
processing sector was the potato chips. The reason seemed obvious, The market
gppeared 10 be 8 very promising one. The few brands that were around at that
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New Product ' ' time — Gold *n’ Krisp and Unclc Chips matnly had sccded thc market and weren’t
ml'_';“'“"'!‘ o doing too badly. Also, it was generally felt that the business was a profitable one.
_ uct Management’ N Said Vice-President, Sanjiv Bhakat, ‘It looked like & good proposition. Wc only
wanted to make sure that our project planmng was perfect’, -

But when the planners at Jagat;tt put pen to paper, a.slightly dtffcrcnt picture
emerged. From a long-term point of view, the company would have to take into -
account the plethora of brands that were bound to appear on the shelves. Also,
there was the major threat of a renowned manufacturer, Pepsi, entering the
market Bclng just anothcr ch:p wouldn't do the brand would need a definite USP

| ) ) - What could it be? ‘Bclng a relnuvely new concept the scllmg of branded chtps, :
: . involved re-defining the eating habits of families, and to find a specia! position fo1’

the product one had to look at this dspect very closely’. The company knew that _
being a high-priced product {consumers are bound to compare its price with that .
of potatoes), the brand had to offer something more than chips made.either by the
local halwai or the housewife. The competition ‘afier all, wasn’t with just other
branded chips. In fact, today one guesstimate says that the marketfor unbranded .

" chips is— at 2,000. tonnes per month - ten times the branded variety. -

‘Research provided a clue to thc problem. It was found that neither the halwai nor
the housewife could season the chip. In other words, they could provide only plain .
_salted potato chips. If the company could provide a range of chips with different
Mavours, it wonld give it an edge over all chtps— branded or unbranded.

' Besides, Indlans are known to favour spicy flavours, And the clwcrsc cultures that
exist across the country have only créat multitude of tastes Ifl agat_ut could
capture these tastes in its products, if\couldYhave a winner.

“Food is like a religion in mo dian homes’, ““If we could give the housewife
enough variety in terms of tas @ hance of our product entering homes was
much higher than that of our cagp#titors’’. Plus, the taste strategy looked a very,

effective way of blocking 5i as the ‘Yanks would take some ‘times to. f1gure out
Indian tastes’’. :

d in different regions to idemtify the most popular tastes _
ays Bhakat : “Once we'had a shortlist of flavours, our
simulatc them in the l'orrn of edible flavours’’

Surveys were ¢
~ specific in each .
scientists : told X

-"After deci on thc ﬂavounng aspect, the company $ attcnnon, wrned to
packaging. HEre too, the company aimed to differentiate its product. *‘In this case,

_ we had to strike a balance between economy and flavour.-The packaging had to
prevent the flavours from flying away, and at the samde time it had to be cheap”, }

After considerable deliberations, the company chose 10-opt for & two-layered

- biaxially oriented polypropylene packaging with reverse printing on the outer layer,
Other manufacturers were using an outer layer of metallised polvester and either a .
high-density or low-density polypropylene film for the inner layer. Moreover, the
“pufer tayer was surface printed leaving the possibility ofthe printing wearing off,

There was a certain logic behind the design of the pack too. '*We used a white
base since it is the most reflective on the shelves. The pack is fully covered except
for a small window so that a consumer cin see what he or she is buying”, says
Bhakat He explains that consumers still tend to be suspicious of anythmg ma:
comes in a c[osed pack

- The guestion now was of finding the right communication platform. Says Account
Managcr, Srinivas Balram of Mudra, the agency handling the account, “since the

- product wis a me-too .one, the parameters of the brief were simiply based on
budget and targefs that the company had set for itself”, The agency was told that,
Jagatjit initially- ‘wanted to introduce the product in the horth and was offering
four flavours — Regular Salted Pudma Punch, Masala Munch and Tomato
Tickler. . .

The initial choicc for thé launch stratqu lay in ctther htghltghtmg the product .
range or the brand itself. The fi rst option, it was felt was bcttcr left alone smoe
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© customers would take their pick of the flavours only over time. “The second route
of projecting the chip. as crispier, tastier and better-than-the competitor, the agency
felt, was suspect as a consumer may not be persuaded that the new brand was -
indeed substantially bétter. ““We had to.clearly establish a brand image that would
become a permarent point of difference and none of these attributes served that-
purpose”’. Permanent because brand loyalty is notoriously low. A

So where did the communication answer lie? Research revealed that around 50 per

cent of éonsuﬁiption was accounted for by youngsiers in the 18 to 25 years age
" group. Another major. segment was young housewives. Says Balram: “We,
. therefore, had to coin a phrase that had to identify with the language of youth”.

Additionally, this phrase had to be sustainable if it was to create long-term loyalty. '

All this logic culminated in the spectacularly popular line, ‘Humko Binnie’s
Mangta’. : : ' R :

There is little doﬂbting' that the advertising has been able to capitalise on the effort

that has gone into product development. Today Binnie's claims to be number one
with sales of between 45 and 60 tonnes per month. The total offtake of branded
chips has been estimated at around 150 to 200 tonnes per month which in value-
terms is between Rs. 1.5 crore and Rs. 2 crore. The initial success has also spurred
* the company to enter markets in the west and east (the launch in the south-is due
in the near future). And the company is continuing with its strategy of offering a
wide choice. It has already launched six more flavours. ' '

But there is also a downside t6 this rush of flavours. While it has succeeded in
pulling in buyers, the company found that its regular salted version's share was a
mere § per cent of total sales. And since the range offers the highest profitability
(because flavouring costs are not involved), the eompany has tried to4ggctify the

situations. A few months ago, it introduced indirect flavouring in \
imfi dip. The company hopes this measure will raise its share of pl

to a higher level. Q

Lehar Pepsi Lannch— End of May 1990, Pep'si_, '_t_he niake‘r" wo_rld‘s most
popular soft drink entered the Rs. 800 crore Indian ink market despite
protracted delays and intense opposition by competitoRarle.

Moving cautiously in the: face of tough com P epsi launched its product
selectively in Rajasthan, Punjab, Haryana, Maharashtra and the South. Two
- months after the entry, it launched it & ond television advertisement on the
.- pational network, the longest among IR ommercials. While Pepsi is framing
aggréssive marketing strategies 0 take omMfs glant competitor Parle, the latter is

" reacting by bringing out new products and improving dealer terms.

Pepsi is treading cautiously in a competitive market, says Ravi Dhariwal, Vice-

President of the company: “‘we would be happy with a 3 per cent market share -
- this year. We plan to build our shares slowly. It is too early to be anywhere ) J

remotely near Parle’”. Pepsi is now busy finalising its plans for an Qctober launch =

in major markets like Delhi, Bombay and Calcutia which constitate 40 per cen_lt'pf
.” the tountry’s soft drinks market, By the year-end they plan to be all over the. _
. country. We are planoning to come out with Indian flavours and with plastic -~

" pottles, an orange flavoured drink too and even cans”’. S

Yet that does not mean that everything is hunky-dory for Pepsi. It is setting np
merely 10 bottling plants which is no match for Parle’s 60. Due 10 a n' ie-month
delay in getting clearance, Pepsi was forced to enter the market only by end-May —
when the peak soft drinks season {nearly 70 per cent of soft drink sales are - '
between March and June) was about ta be over. According to a conservative:
" estimate the company has already lost Rs. 8.crore, as a result of the delay, on an
‘investment of Rs. 50 crore. T : o .

That obviously bothers Pepsi, fiowever, It is now irying to overcome bottlenecks by
attacking the market. Asserts Ravi Dhariwal: ““Our first task was to get people to-
try a new product n an innovative way, secondly to provide better services to the
retailer and also build loyalty to the product™, ‘Backed, of course, by a media-
coverage whose budget is a closely guarded secret. : :
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Pepsi has tried all stratagemis from the markenng Iexrcon. Cc ANETS were

" prodded 10 cut the newspapsr advertisement of the Pepsi' Launch in their city and.' -

exchange it for a free bottle from any shop. The company Claimé the offer wasa .

_ resounding success and reached as much as 25 per cent of the households in each -
_of these cities. At least 1 lakh consumers drank Pepst free in Madras. In crder tc- )

" woo the dealer Pépsi has inttoduced plastic crates instead of
‘Bangalore and i5 ~offering specially designed plastic icé-chests:
-Rajasthan, Pepsi adopted Amer V:llagc nicar the historical fort

i the we Tt

) T‘:' ﬂ_ TS :
Syl rctallcr would be given ene crate of cola freei if on

. company has already spent Rs. 20 lakhs on hoardmgs in thc

the ice costs by as much as 30 per cent for the retailer. In M
serviced twice daliy in order to keep retailer mvestments on ste

wooden ong in
hich will cut down
ras retail outlets are
rage low. In

by painting the

entire markef with Pepsi hoardmgs and stockmg the product in v1rtually every shop

colid unnk by name. he would recommend Pepsi. Thc compatty

-,I'f_" 10 pus:; Pepsn in Pumab thc company mtroduced 4 schemc

being asked fora-

sent mystery buyers o

to various shops to check up on this. In order o mop up margins td the retailer in -
Rajasthan, the’ company launched a refill scheme for csrery crate, soid, two bottlés

:would be given free.of cost virtually giving ihe retailer an ext

‘Says N. K. Gupta, Dlrector of Jai Dhinks, & Pepm bottler in

8 per cent margin.

ext seasci, “The

t two months®..

] promononal stralegy have also been explamed

8.13- _SELF_-_ASSESSMENT' ?QUEsrlows_ 3

Acmlty 4 - : co : S
. Describe thc procedure mr test marketmg and Iaunchmg a wafhing maching:

¥? How long will be-
t other -~

~ Which cities would you “select for test marketing 'and how ma
the test run? What type, ef inforgation will bc collecicd’? Wh
facmrs/dec:s:ons m!l ‘be cons'der t -

8.12 SUMMARY

The unit encompasses the final stages of the new product development process,
namely test faking and product Jaunch. The section o test rﬁ '

rationale for -test mark&(mg and discusses the strategies used. o test market. The '
seetion on product launch’ gives a detailed description of the marketing plan for
‘REW product launch and the steps needed for defining and selecting the target -
markét, The product-strategies including product posmcnmg, pricing and

. test markefing is not need/desirable.
" 2 How woultl you evaluate test markelmg mu!ts for ‘use
. planning: :
3 - Describe the steps mvolved m new pmducl launch - .
4 Diszuss the concept o‘ product posmonmg with rcspcct to a new consumer -
: prof*uct and A service o

9.8 p

o .1 What is the rauona]e for test markeuns Dlscuss srtuat:Ins wl_rc;"c you think

s inputs in marketing

arketing expiains the o




Test Marketing and
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BLOCK 3 BRANDING AND PACKAGING

DECISIONS
anding and paék:iging from imborlaal aspef:ls of .the pro-.:luct.polit:y.

- This Block Branding and Packaging decisions consists of two units covering these two
aspects. Packaging daics back ¢ primitive times when it was used essentially as a protective
~ measure. As the concept of marketing has shifted from a selling orientation to a marketing
" orientation packaging has also come 10 occupy an important place as a tool of market
cultivation. Unit.9 discusses the basic principles associated with packaging as. well as
marketing uses of this tooh. ' C '

Branding represents at effective way to impart product identification. It also leads to
creation of a distinct product image ofien Jeading to cultivation of brand loyalty.

Unit 10 discusses the rationale for branding, gives a model for brand name selection -
and explores the concept of brand positioning in detail. : o

o
\g
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UNIT 9 PACKAGING _DECIS_EGNS |

Objectives

M:ergomgthmughthh ot youshouldbeabieto :

o Rgiate the importaace of packaging in the present dsy mmpeuuve enwronmem '
© Comment upon the functions of packaging : _

® Describe the different packeging strategies

‘& Discuss the fogal and social aspects of packaging.

Structure

0.1 Imtroduction

9.2 Importance of Packaging in Marketmg
93  Packaging as an Art

94  Packaging Concept

95  Packaging.and Product Differentiation

. 96 . Scisnce and Technology of Packaging

9.7  Packing Notes and Packing Lists
98  Trends in Packaging Machinery

9.9  Functions of Packaging

9.10 Packaging Straiegics

911 Legal Aspects of Packaging

9,12 ° Cost Effectiveness of Packaging

913 Social Aspects of Packaging

914 Summary ' ‘
9:15 Self-assessment Questions - ' :
9.16 Further Readings e ) -

9.1 lNTRODUCTION_ o O .
" The Websters compact dictionary describes “package” 10 be Agss Bundled togethei and
packagmg 10 mean the aciwuy of enclosmg ina p is the sunplest way of
defining packaging. _ . _
The fortune executive encyclopeadis defin aging th be planmng and Fashioning the
complete form and structure of a products’ D A products package generally includes

aspects like size and shape, calour, closure, ou appearance protection and economy,
convenience, labeling and the packaging materials deﬂgned to safeguard the product from .
the effects of the environment,

Another definition available on packaging dwmbes it as the art, ‘science and technology of
preparing goods for tramport and sale. This can be highlighted through the following -
dnagram

FIgun?.l:DMndPachglng
ART . SCIENCE - TECHNOLOGY

Behavioural aspects including size, " Fessibility of " Infraseructure to manufacture proposed
shape, cotour, outside appearance of proposed pmh;ms " packaging design including maching
the package. dmgn : techpical man

PACKAGING

We shall lakc up each of the above menuoned aspects of packggmg in the followmg
sections.

© 92 IMPORTANCE OF.PACK'AGING IN MARKETING

H:siuncally packagmg was a production oriented activity in most compames, performed

: mamly to obmm ihc beneﬁts of nrotect:on and convenience, Today, however, marketing
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Branding asd Peckaging Declslons

: Teliing the ingredients of the product
. ® Offering customer convenience.

93 PACKAGING A§ AN ART

outlet. Most retailers are mclmed to cater to producers that bave used effecti packaging.

In addition, the mcreased use of brandmg and the public’s rising standards in kealth and
sanitation have contributed to the importance of packaging. Safety in packagmg has become
@ especialiy i mponant markemg and social issue in recent years.

New developmenis in packagiag, occurring rapidly and in s seemingly endless ﬂow required
meaagement's constant attention b packaging design. We see new packaging materials
replacing the traditional ones, new shapes, new closures, and other new featiures {measured |
portions, metered flow). These all make for incteased convenience for consumers and

_ additional selling points for marketers; One new deveiopment in packaging that will be
.particularly interesting to watch in the coming years is the aseptic container-—a “paper

perishables fresh for 5 mounths without refrigeration, and it costs about one-balf as much as
cans and 30 per cent as much a5 bottles. Specifically both packaging and labelling are vseful
for: ' : .

® Creating customer satisfaction-

Protecting the contents inside

Communicating the product ateributes

Helping in product handling

Identifying brand name and seller

Promotihg the product with attractive design and colouss
Keeping costs down '

bottle” made of laminations of paper, aluminium foil, and plastic. Its aiﬁigtngealure keeps

_ Packages go all the way the primitive imes when people used animal skin and grass

baskets as containers to ca i berries and other fruits from forests to caves. Materials

like earth and glass usefto design containers to store and transport liqlids, Leter :
‘newer materials @ng were discovered and as of today packaging has er erged asa

potent marketing to8[ it is this aspect of packaging which constitutes its artistic parameter.

. JPac'kag'iQ@ come to be defined as the fifth P of marketing. It gives an enlianced

value to th ct per se. At this siage, it is important io undmtand that & package may

include three ¥vels of material : . -

) A primary package which is the products immediate conlainer; _

ii) A secondary package which refers to additional Iayérs of material that protect the
primary package and which are discarded when the product is about to|be used;

ili) The transpertation package which refers to packeging necessary for storage and
identification of the packaged products. This can be illustrated as :

: Figure 9.2 : Levels of Packaging

o s e  r mm AR ey ww S wm Em e A

TRANSPORTATION .

SECONDARY
I_ _ PRIMARY PACKAGE ]

PACKAGE

ko D e s e Es om e

PACKAGE

w-----q-— ----—--q.----
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Let us take a simple product like a toothpaste to understand the levels involved in° ' - Puckaging Decitions -
packaging. The extruded aluminium tube which holds the toothpaste is its immediate - -~ S
primary package. The cardbord container which holds the:ube is the secondary package.

The carton/box which consisis of 8 number of cardboard containers will be transportation -
package used for distribution purposes. : : : .

:ocfxzyp:_qﬂucts given below i&_cnf.ify the primary pcckxﬁc, secondary pacimge d o o
lranspomtiou_paqkage. : .

 Product. - © Primarypacksge  Sccoadary package Transportation package

I, Biscuits . .
2. Coul

‘3. Shampoo

* 4, Ol for Cooking
5. Panca Machinery

Ii is evident from the above exercise (hat the importance of packaging largely depends upon
the type of product. The differene levels of packaging, type snd importance would

vary with the type of product whether consumer product/industrial product/buliy
product/light product/solid product/liquid product. It would also vary with the distance’
over which il has to be'transported, Let us take each type of product separately and scody
the imponiance of different levels of packaging for each. : '

Consumer Packaged Goods - : o
Thesc are defined as consumer products packaged by manufactusers and g¥ough retail
outlets, Food, tobacco, toilefries, health and beauty aids and hougsitelgd products are )
typically involved in this product classification. Thus, goods av @ a typical provision
store like tea (Brooke Bond, Lipton eic.): coffee {Nescafe. Gold SgfejLnips (Gold "N’ chip.
Ruffies, Aloos); spaps {Cinthol, Lux, Pears);, detergents (Wma);. medicines included
&

in the OTS (Over The Shelf} category like Vicks, Burnok id. Dettol, lndex Spray.
and other bousehold products like pressure cookegigon, ga§stoves, all constitute consumer

packaged goods. :

Mast of these products belong to the " " categry i.e., there exists véry litile
diffierentiation as far as the sctuat physi 1 and its properties like colour, size,
texture, and taste are considered. Conside of refined groundnut oil used as &

cooking medium, Several brands like Postman, Dalda etc, exist which are similar inthe
chemical properties. Earlier these were available in aluminium tin packs of different sizes.
However, market research conducted by the respective-companies reveated that the - -
consurrier was finding pouring oil lrom aluminium tin a messy job. At the same time the
1in pack also resulted in problems with respect to lifting it and wastage due to spiltage.
Another drawback of the pack was that it was nol reusable as it tended to rust or dent

- and hence was more ofien-than not disposed off as scrap. A new packaging in the form
of mouided plastic jars with handles and conveniently designed nozzles to facilitaie
pouring was introduced. These containers aiso lend themselves to be reusable for storing . - -
liyuids like kerosene. petrol and other such liquid products. They are leakproof and N
oduourless. Yet another packaging design introduced for refined cooking oil are the Pearl PE
botles, These are transparent unlike opayue moulded plastic jars. they are odourfree, can
be reused for storing water in the refrigerator and other such muitipurpose uses; ™
convenient tu be placed near the gas stove as they require less standing place and can he
used directly 1o our oil while cooking. The consumer of today who is more inzlined
towards. hygienis: products avaitable in small eco_nom:{r packs is very much influenced by
such innovative packaging offering multiple benefits. The introduction of refined grouad
nit oil in PET bottles by POSTMAN has largely contributed to its higher sales and
market leadership. - .

9.4 PACKAGING CONCEPT-

The above example clearly ilhustrates motivation research and the ert of packaging.
* Packaging is largely used as a potent tool for differentiating products which are essentially
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Bracding and Packaging Decislons

" For the two products given be

smsiaz Developing a package requires primasily to esiablish a packagiog | ncept, The
packaging concept is 2 definition of what the package sirould basicaily be or do for the
particular product. Other component elements Like size, shape, materials codour, text and
brand- mark alse need to be tested for varinus aliernatives and cemb-nallc,crs To nederstand
ihie sesting of a packaging concept let us consider the packaging of “CHARMS™ brand of
cigarettes, Cigareties 2lse belong to the “me-too™ calégory with 2 namber EJT%"]E!& Lampef.ng

i the market piace. They are all similar with respect to ail the four s of ar.armelmw vin,

product, price, place and promotion, They ail cateT 1w a variety of conzumess incleding

working mea, colleee shidents and execntives. At 1his paint of ims a cigarsite fargaied
“towards the younger college gomg Consumer was 1o be introduced, Oher th

hiags being
essentialiy the same, it was the 6% P viz. packaging which could match the sroduct with
the taiget consuimer. The bekavieural sspect of the consumer was studied. |4 sackape which
would symbolise youth and fresdom, which would be egsy i carry 2roong and rensonably
priced to purchase needed fo be creased, This was the packaging concept. [The package
which emerged finally was blue in colour, depicting the u:xture of the deram jeans, A red
brand in the centre conained the brand name “CHARBMS”. The packet was of smooth and
soft blue, paper, insiead of the thick carton like package available in genergl. The
correspondence baiween the packaging design and benefits of the consumer car- be diawn
out as under :

Packinge Design Bem-.ﬂls

1. COLOUR DENIM BLUE Matihes with the fres liie style of youii: Jeuns are &
symbol of youth.

2. TEXTUREL SMOOTH BLUE PAPER Egonomic as well a5 g!dss)r lmk.

3. PACKET SCFT Can e conveniently placed in the pockets of e
shiri/jeans/csc.

4. DRSIGN Two white birds flying is symboises & reiease from the tendicus for the young

towards the sky gengation.

Activity 2

@ iify the packaging concepts and the need” benalits

offered by the new packaging o

earlier packaging.

i)

Fruit Drinks : (F

inirodoced in Tetra Pack

Earlicr P, i e e aieaarraraee ittt

Nev zing Concept

Benefits offered by new packaging ... ...

1) Paints : Jutroduced in Acrosol Spray cans

Exrhier Packagi_ng

MNew Packisging Concept e e e aiiinees

Becelits offer=d by new packaging

106




3.5 PACKAGING AND PRODUCT DIFFERENTIATION

Anothes aspect of comumer packaged goods category is the use of gsacks.gmgto brand a
hisherto generic protict A case which aptly Hllstrates this is the phencmenal success of
SR ART FOODY-—a brasd of chicese popodrm. o

Popoort which was otherwise gvailabic in conventional sec through polyetbylene bags in
regulsr and spiced flayours ad markeied Hrough super markets, groceries and other retail
outiets was branded and puchuged diffesenty. R '
The product per se was prsmimn quality whits popeorn seazonsd with aged cheddar cheese!
it was wholesome and aaturai with no artificiz} prescrvaiives or colouring. This was packed
in-a beg which festured 2 cosl black bockgrousd with » bright green comstelk and neon- ©
yellow Kernels spilling out of the top—a piece of truz pop art. To this was later added a
pote on the back froim fie foundess “uniite sasghtly junk-food companies who ‘do mean
and nasty things to ikeir, popeorn we ireai our kespels witk: the love and rerpect thas real
food deserves.” .

The zan¥ packeging resiiy stood apart—fos shopkeepers who stocksd the product it was the
disappearing Biack Bag Syndrome. Packegifg is its wriistic form can be understood through
this product success. Super market chaios fell i tove with the shiny bleck bag. Sman foods
thus insovated the obivious sdvantage using packaging CONCEPIS. '

Asiother Jistinguishaile feature of the black popowid bag was that it was resealzble. It was
in the form of 2 Tug-M-Tie bag which couid be reciosable was cheap to produce aed easily

_ adapabls 1o existing technology. The popeort scied as a mere filler to this innovative
packaging ides of a rescalable bag. The berefit it offered to the consumers was that evern i
the conients of the bag could not-be devoured in 8 singlz sitting &t could be sled zud
used again without the papeora gelting SORSY. - ' :

Of course, since then, many other snack-food companiss hive i e on 10 the bank-
" wagoa with similar Hlack bags of popcorn but sinazt food stitt @ one of the largest
selting snack-foods in the US. '

Activity 3 . _
Can you think of u waditionat Indian snack, wh

the copsumer? What would be the factorsreq

nh cﬁgged‘shimh!y to appeat o
ke it & suocess?

95 SCIENCE AND TECHNOLOGY OF PACKAGING

T nuw we have bees tWking mainly sbout non-pericaabldconsaines packaged gopds with
loager shell lives, Let i now ura to packaging of perishable procucts tike frash Fruite eivd
vegelahles, which are sransported over long disiancss. '

Trassport packages 212 smployed in"order ic facilitate manuel handling and collect and
cantain facd guaniisis of praduce. Horinelly more than one irsasport package is used
devic.z she total gistribution of 3 petticulay iter—one package iy be uscd for coliecting of
the produce {Tom ihe S 0 the zacking house, oo for the transit from the producing
cousry §0 140 IRPHITING CORNLLTY {in case of expont ordert and one for anspait fram: a
peepaciing CEAITE 1o 1he resit outiet.

i} Prepacking of fresh fnills and vegetabics is gerosally parried O usiny | _
¢ wrans of plsaic fifm such as polysthyiens or BVC, oiten in ihe forw of shriwk wrag.
secich G or cling Fie. .
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Braudiiig and Peckaging Decisions

B) 1) Sacks

® bags made of paper, perforated polyethylene or polyprepylene filnp plasnc net or
cotton;

® shaflow trays of moulded pulp, cardboard, thermofonned pla.st'c or expanded’ -
polystyrene covered with plastic film; .

® baskets with handles, made of wood vencer, moulded pulp, cardboard,
thermoformed plastic or injection moulded plastic, covered with plastic film or other
types of closure.

ify Traosport packaging for fmh fruits 2ad vegetablﬁ is dominated by :
A) Closed boxes made of wood and comxgated ot solid fibreboard; |-
B) <iacl-cs made of plamc or paper.

A) 1) Wooden Boxes
Materials used for manufacture of wooden boxes include natural wooed and industriaily
peanufactured wood-based sheet materials. These are plywood, hardboard and partice
board. Whatever wooden materials are employed, the componenis have 1o be
assembléd into a box. Woeoden packages need to be fastened securely| using nailing,
stapling or wire stitching. Wooden packages also require lining with paper or
corrugated fibreboard when used for produces having delicate skin.

2) Corrugaled Fibreboard Boxes

Boxes and trays of corrugated fibreboard are made from a wide range of paper
materials. The selection of raw matérials to be used for corrugated baxes is extremeiy
important. Unbleached, virgin coaiferous krafl is most appropriate fo7 liner materials. [t
has a high tearing resistance and stiffness and a low rate of moisture lb‘sorplion from
the air. The quality of the fluting mategial is crucial to the performance of the
corrugated board. The most aPﬁ"@iﬁeﬁal for fluting is semi-chemical deciducus

paper which combines good produt functioaal properties.

To permit the ventilation y for most distribution modes, ventilation holes are
usually provided in fruit ble hoxes. Careful attention must be given to the

number, size, shapzapd positidn of these holes to ensure that the box retains sufficient
strength while the %gntilstion is provided. .

itionatly made of jute fibre or similar natural materials] These have been
s made of synthetic materizls and paper, due 10 cost factors,
. mechanival properties and risk of mlestation and spreading of insects. -

Sacks are t

Thus artideal packing is ong whach ensures safe arrnal of goods al de¢stination. It must
be strong enough Lo protect its comtents against hazards like dzmpness, rough handling.

© stacking, improper storage and pilferage. However, packing should not be such as 1o
ddd unnecessarily to freighl expenses br to import duties in countries where these are
levied on the hasis of weight of goods.

9.7 PACKING NOTES AND PACKING LISTS

While a pack note refers to contents of one individual pack, the packing listisa
consolidated statement of contcnts for a number of cases or pacis. These|are prepared in the
followmg manner

Puacking Note

. Packing Noge Mo, =+ .=

2. Datz of Packing

3. 'Namc and address of cxponcr

4, MName and sddress of i mpcmcr

5. Order No.

6. Date B

7. Shipped per S/S of Air Fn:lght by Flight No.
8. B/L or Air Way Bill No. znd Date
9. Marking numbers say 1/10 o 10/10
10. Case No. Lo which this Note retatcs
11. Conients
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Goods Quanthy Weight Packed Checked
T e Net by by
Gross  Net
Packing List
1. Packing List No.
2. Daic of Packing
3. Name and address ol exporter
4. Name and address of imporier
5. Order Mo
6. Date
7. Total Mo of Cases
8. Marking (say 1/10to 10/10)
9, Shipped per 575 or Flight No.
10. B/L or AWB No. and Daie

In this section we have covered the technical feasibility of an an proposed Tag pacBaging. It
is important to determine whether or not the proposed material would be ada ¢ to pack
the product witether it could be produced economicaily or a scale gequirt for the product,
whether there exist enough souarces of suppliers for the product pach
packaging machinery needs to be instalied by the company. 4 order 1 ake such decisions
it is necessary 10-know about the recent trends in packaging ,‘@. wgery which will attempt
to trace in the next section.

MACHINERY

9.8 TRENDS IN PACKAG

Te datz, 120 packaging functions have been identified and 4000 differeat packaging
machines which accurmulate, band, cartonise, inspect, fill and seal have been innovated.

Let us take 2 jook at few basic functions performed by packaging machines :
A) Bag Making, Loading and Closing

Bag making : The types of bags which can be made sutomatically are:
1} Side Weld Film Bags - i
2y Sandwich Bags

3} Bread Bags

4) Bottom Seat Bags

5) S-0-5 Bags

6) Satchel Bottom Bags

7) Flat and Square Bags

Bag Filling .

1) Filiing Powders and Grapulated Products by Volume;

2} Filliug Powders and Granulsted Producis by Weight;

3 Filiug by Count '

Bag Ciosing

B) Batile Closing - :
Dhifferent machine eperations are involved in closing boittes with various iypes of caps,
filments, phugs and carks. This includes techniques iike:
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" Braoding and Packegeg Decisions

D)

" 3) Suamping

E)

F)

P

" Gas Flushing and Vaccum Seahng

o Accumulators
Form—Fill—-Seuh E
1) Vertica illow Pouches

2) Tetrahedrlig Shaped Pouches and Flat Botiom Bags

-3) Pressure Sensitive Labeling
~4) Steeve Labeling |

Pneamatic Check Screw Capping
Mechanical Chuck Screw Capping
Roller Screw Capping

Press-ont Capping

Plugging

Roll-0n Capping

Hezi Seal Capping

Cap Feeding

Coating and hmhaﬂng Mad:m perform the l’uliawing flmclions

1) Flexogmphtc Coating -

2) Rotogravure Coating

3} Extrusion Costing Processes

4) Laminating with Water Borne and Solveat Borne Adhesives
5) Laminating with 109% Solid Adhesives

Codiug Marking and Imprinting ; The techmques available on dlﬂ'eren! machines are:

n Flexograph:c Imprinting
2) Offset [mprinting - .

4) Non-Contact lmprinting
5} Embossing, Perfomung and Nolchmg Mamtenance Requ:remems

Conveylng, Aeclmulsung and Unmmbling operations performed tITrough
machmes like :

1) .Belt Conveyors o '
2) Roller Conveyors :
-3) Chain Conveyors Nt '

4) Air Codveyors
5) Elevaling Conveyors
6)

nmll ormed Pillow Pouches
d Semi-Viscons Product Flllmg
5) D oducl Fitling

Labeling : The_ techniques included here are :

1) Spot l.abeling. with Water Soluble Glue
2) Wrip-Around Labeling =~ -

5) Bag Labeling

9.9 FUNCTIONS OF PACKAGING

i
L

On the basis of the readings, so far, we can draw out a list of functions performed by
packaging : ' ' '

i)

ii)

Proteclion . ' .
The primary function of packaging from times unmemorial has been protection of the
product from being destroyed or spoiled through environmental hazards, These
include breakage/damage due to rough handling, protection from extry me climatic’
conditions such as heat, cold, monsoons; prolecticn [rom conlamination or absorpuon
of moisture etc.

Diﬂerenmtm/ Positioning

1n recent times when more and more products bclong to the “me-too™ | category it is
packaglug which lends a different positioning to the product. It offers gonsumers
newer benelits ensbling differentiation af the product
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iiiy Packaging for Promotion : g : Packaging Decisions
Packaginy is largely used as a promotional toal. Several schemes like offering of

discourt on purchase of certain number of packages, offering accessories for the product

along'with the package are introduced by the marketer to make the product more

appealing for e.g., children’s products like chocolaie offer cortpin gifis like games, tOys

etc. on collection of a certain number of wrappers. Smail samples of new products are

often offered along with existing product of the company ©.8., offer of Lux Supreme

premium soap with a large pack of Surf by Hiadustan Lever. Aiso at times the

package is made attractive by making it reusable e.g., jugs cifered by Cadburys for

drinking chocolates etc. - E

iv) Packaging for Pricing _
" When a company plans to lauach & product in the premium moarkat it can do so by
giving it in a premium package. The package enhances the vatue of the peoduct which
if placed in an ordinary package would not be as appealing 1o the target consamer.
Aiso, at times, a package smaller than the regular size and shaped oddly may be priced
higher and yet achieve the desired effect e.g., selling of Ketchup by Maggi in 400 gm.
bottles compared o the usual 500 gms.

v) Packaging for Convenience _
The package is designed keeping in mind the distribution channe! it has 1o pass
through. it tends convenience to the producer, wholesaler, reiailer as well as the final
end-user wilh respect 10 stocking, displaying, occupancy of shelf space, reusability and
disposal. :

Packaging has thus emerged one of the most potem markesing tools in recent times.
Product successes hiave come 10 be closely related with new packaging succe rather
than new product innovations. :

9.10 PACKAGING STRATEGIES { >

Changing the Package )
In general. management has [wo reasons for considering 3
decrease in sales and to expangd a market by attracling
Mure specifically, u firm may want to take advantage ol Mew materials. Some comparnies
‘hange their containers o aid in promotional pg mes. N new package may be used asa
major appeal in advertising copy or because th tainer may not show up well in
adverlisements. - : '

ckag8changz—to combat a
of customers.

Packaging the Product Line . :

A company must decide whether 1 develop a family resemblance In the packaging of its
severa! products, Family packaging involves the use of identical packages for alf products or
the use of packages with some common featurt. Shahnaz Herbal, for exampte, uses virtally
identical packaging on its famous ling of beauty products. Management's philosophy
concerning family packaging generally paratlels its feelings about familv branding. When new
products are added 1o u ling, promotionai values associated with old products extend to the
sew ones. On the other hand, family packaging should be used only when the products are
related in use and arc of similar quality.

B

Reuse Packaging .
Another strategy 1o be considered is reuse packaging. Should the company design.nd -
promote a package that can serve other purposes aiter the oniginal contents uave toen S
comsumed? Glasses containing coffec can later be used 10 serve fruit juice. Buby food jars
make great containers for small parts like auts, bolts and screws, Reuse packaging also
shoutd stimulate repeat purchases as the consumer attempls o acquire a matching set of

COMAINGTS.

Multiple Packaging

For many years there fias been a trend toward multiple pachagiog or the praclice of placing
several units in gne container, Dehydrated soups, custa rd packs, golf ball building hardware,
chacolate, towels, and countless other products are puckaged in multiple units, Test after
test has proved that multiple packaging iscreases tola! sale of a product.
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Brandiag and Packaging Decisions

" 6) Name of manufacturer

. between competitions. Both, Cinthol (

- who has copied whom has net yet

i) Bther to flave an ordinary packagmg oOr an expensive one;

9 11. LEGAL ASPECTS OF PACKAGING

The labeling laws require safe packaging and wnmmg abels on hmrdous matcnalssuch as
person and other substances. A pamge must necessarily gwc mmplele information about :

1} Date of mamufacture

2) Date of expiry

3 Goarantec period

4) Batch No.

5) Volume/Weight of conlents

7) Instructions how to open.it
8) Trademark of manufacturer

9) Price o o
-aslhecasemaybe. - ' _ Ch

For certain edible products a standard size of package is to be used. In.1 ldia food products
are often compared to AGMARK standards and. if 8 product conforms tn one it should be
‘notified on the package. Other products are compared to IS! standards which should again
be mentioned on the pai.kage .

It is illegal 10 copy the packaging design of the eampemor but tha‘e are several unstanm of
similar Iookmg designs of a successful product bemg copied by competitions. The recent
HTA V/S Lintas war for Cinthol {Lime) V/S Lir clearly brings out ing wars

unc) Soap and Liril (Lime} Soap have been

ith identical pictures of lime. The case about

introduced in similar light green wrapper?

912 COST EFFé@ENESS OF PACKAGING

While packaging is e)%aor a pfodum it should not become an unnebessary evil, It is
. important to and cBmpare the cosis involved in packaging against the beneﬁls

» The various aliernatives to be considered are:

‘@ to package goods oneself ©or give an outside contract;
iif} Wheaher to purchase packaging machinery or package mammlly, i ceriain cases;

iv) Whether the benefits. availabie (o the: consumer through the packagmg are reaily
tangible or not i.e., whether or not lhey would be ready to pay additionally for the
benefits. - .

v)  Agcording to the masginal curve there exists an inverse relationshig) betweer
packaging costs and increase in sales. After eertain point it is no | beneficial to
incur more packaging costs. It is necessary for the marketer to determine this limit.

9.13 SOCIAL ASPECTS OF PACKAGING

) [n an econcmy like ouss which requireés every rupee for its development unnecessary
packaging to atizact consumers can be considered a waste of resources. Fancy
expensive packaging not cnly raises the cost of the product to the consumer but also at
‘times the cost of the package is higher than the cost of the coatents. [Packaging should
be imited to funciioas of protection and holding rather than a tocl for advertisement.
Another stream of thought, however, is that ordinary packaging would necessarily
diminish the edge of competitiveness and the drive for intiovation would no longer ©
exist. Thus, paciiaging up to a cerisin fimét can be used as a marketing too] but iis
excessive st wobld be self-Hefeating. :

2) Pelmtion : ’ . : _
_ Disposal of consumer packaged goods after they have been unilised resulis in piling up
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of solid waste. This creates \mecessary poliution in the environment resulting in o Packaging Decisions
ccological imbalance. Certain type of packaging material is difficult 1o destroy and 1s ' -

pot reusable also. Ta the present day situation when each drop of water is precious and

every space of land is important it is & crime to pile up unnecessary scrap of tins, cans,

and boxes. ' o g : :

Some socio-economic criticisms of packaging are : : .

e Packaging depletes our natural resources: This criticism is offset to some extent if
packagers increasingly make use of recycled materials. Another offsetting point th/at'(
effective packaging reduces spoilage (another form of resource waste). i _

& Packaging is excessively expensive. Cosmetic packaging is often cited as an example
here. But even in seemingly simple packaging-t_i'nned fruit for example—half the
production cost goes for the container. On the ofher hand, effective packaging reduces
transportation costs and losses from product spoilage. ;

e Health hazards occur from some forms of plastic packaging and some aerasol cans.

. .

Government regulations have banned the ise of several of these suspect packaging

materials.™ _ .

¢ Packaging is deceptive. Government regulation plus improvement in business ptgclioes
regarding packiging have reduced the intensity of this criticism, although it still is heard
on occasion. . . o Lo

9.14 SUMMARY _ T
Dating back 10 pri:ﬁitive times w_hen--it was used primarily 2s a Mive device, packaging
fas evolved as the fifth P of marketing. The unit discusses the basic concept of packaging,

the functions and the strategies of packagiog. Legai and social aspects of have -
also been discussed. ' . '

915 SELF-ASSESSMENT QUESTIONS )

}  Discuss the importance of packaging as a too! of market Guitivtion.

2 Packaging has becn criticised as being expensi 1o additional value and ofien
deceptive. How would you justify marketers use ackaging. - - . .

916 FURTHER READINGS Y

Roben G Cbupcr. I-V:‘nm'ng ar Néw;- Products, Kogan, Page 120 Pentoville Road, London, -
1989. : R o T '
G.L; Urben and J.R. Hauge, Design and Marketing of New Products, Englewood CUfT,
~ IN. Prentice Hall, 1980, o
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UNIT 10 BRANDING AND BRAND
) _POSITIONING

Objecﬁves

After going through this usit you should be able 1o

®  Discuss the rationale for branding '

®  Evolve 2 framework for hrund name selection |

®  Describe the concrpt of brand positioning

9  Explain the positioning sirzic, fes for market leaders and followers,

Structure

101 Introduction

102 Branding - :

10.3  Brand Name Selection Process

10.4  Positioning of 4 Brand ,

105 What do you do when you are fisst
106 The Mind Eliminates vs. the Mind Ranks
10.7 Positioning : Product Differentiation
10.8  Some Classic Pesitioning Exampies
109 Ingredients of a Leaderskip Position
1310 Posiioning of a Follower

10.11 Repositioning the Competition

10.12 Symmary

10.13 Self-assessment Questions '
10.14 Further Readings _ 0
10. INTRODUCTIONY -

In the last unit, we have you ibe role that packaging plays in the marketing of &
pioduct. Let us now discuss¢hy we need to brand a product? How can one|go about
selecting 2 suiiab hd nathe for a product? Whai positioning of g brand #5 all abow?
How can we ap cept of positioning to a brand in practice to establish a

" meagingful commumigation for our brand with the target audicnce—the brasd is intending
to target and & actually targetting. ;

16.2 BRANDING

Before we reaily start talking on this subject passe for a moment, to recall the process that
your mind went through before you chose to becoime 8 student of this university vis-a-vis -
other institutes which offer distance learning programmes. Cbvisusly the first thing that
must have struck you is the NAME of the programme, thereafter the NAME)of the
university-—followed by the irnzge that you associated with each of them. O viously the
image would have been influenced by what you would liave seen and heard about these
NAMES. Well, the process of any image creation in the mind starts with the NAME and
cimes back and ends at the NAME. Weil, the progess and success of an image cresiion task
+ s what poritioning is all about. What arz we hinting at? — That communication,
identification, diftercoilation, distinction and pesitioning (this is & name given 10 a powerful
systematic and scientific apgroach to communication) all start at the same,

There was a time in USSR, when all the producis being produced by different units did not
carry 4 name (an identification). Consumers were . ~wted to pick upa product {(produced
from any unit) and be happy about it

Soon experignce taught the consumers thut the same product purchased at different poinis
-of time, differed in their guality. Soweiimes these differences were so sharp, that consumer
decided 1o go withoul a product rather than bear with a substnndard product, This

suppressed demand and the connomisis were forced 1w recommend the L of
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*Production Marks’, Each product, froma different produclmn unii ﬁalh"a gifferent matk — -

50 that consumers could identify, distinguish one from the other. What were ‘producuon
marks’ in true sense? They were “brand names’,

.-Agnodbrmdnammmtdmmmndmmgmmnbldhrmdmmfom
.youloaddmmmoneylaymradwmsﬁmformesamempmgmmmgﬂmaum
variables are maintained at same levels in both snzuaum ' _

The marketing, researchers have studied the pychoiogy o! brendiog a product. They bave
discovered the qualities & narie should possess for greater effectiveness. They include :

1) Ass Associationz] vaiue of 2 same : (2) The extent to which the consumer associates the

-namew:thmequahty,(b)?‘heemmmwhwhhefeelsfromthemethsttheproducl '

will satisfy :mwtusl mad, {c) The eatcntaf,nwhschhc wtes the pame with pleasant
things.
2 Memonmtmnalvalwofaname (a)'rhuxmt towhmhthennmmseasy 10 spell;

'_(b)me;wntmwhwhthemmem&*emwdwuhwm&mmmcn nse, so that

_ memhenng that aame gets easy; {c) The exient to whxch it 2ttracts attention. -

3) Descriptional value of a neoe : (a) The extent to which it tells about the product;
(b) The extent to which it lays stress 6 those constituents or characteristics of the
product whnch are to, hc nmpmwd on the buyer.

4) Repurchase value of & name : A consemer gm in for repurchase only whea the

product justifies the. cxpectation raised in his mind. Usjustified expectations would lead’-

to disappointment wilh the pun:hase of even 3 sense of having been cheated.

§) Motivations!/Promotional value of a name : (a) Degree of relinbility it creates;

(b} Degree of excimvmeg it connotes; {¢) Degree of dc.slrabihty it dgvejops for the -
product, \ >

Ideally; the nzme should possess ail the above quslitiss. In practice bo
heve to rely only on a single or a few of the above qualities. f'sucig case, one should be
. content with confining the search for names which contain thge quahitics.

" However, the Repurchase Yahue of 2 name is aa i/mwuty; which every name has

to contain. We cannot affoid at any cost to ignors this -, We cannot gei away with
raising an expectation ia the aiind of & prospeghfory yer, which the product canpot
five upi to. There cau be cases, when the expétiatibivaised by a brand name sre not :
inteaded to be sxtisficd or met through physidy] qualities of the product, The marketer .
probably intends o seiify these use of advertisiag. If that be the case, we
med to take this iste socount, wihile braud.

Aciwiiy 1 . T
a) - Select 15 nopalar brand axmes. Rate lhan on 2 scaie of 0-5 on fl the. vaiuts given
abwive. :

b) Whick alue froin araoug those demmed above oanmbului thc greatest in making 2
" brand mame effrctive. How would }nur personally rate thesc valum in order of '
impuriagce.

D T T L L L T T e T R
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B L T LR T R R R A R
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Branding and Packaging Declsions

asseciations of name is to be sought

10.3 BRAND NAME SELECTION PROCESS |

We will now artempl to give you reahsnc and’ opaatnonal basis for the art of brand

naming, Presented below is an approach for the formulation of a name for a product and

the selection of the most suitable from amoogst the various alternatives at hand. You have
seen that a brand name should be checked for certain qualities, The task of sys: lzmg the
choice of a brand name cails for more than a knowledge of ‘these qualities. W
is. to develop a systematic base for useful and realistic evatuation of different s
adaptation. For a rational decision in this regard a mathematical approach has limited

- application. Therefore we suggest an ‘audit’ cugn ‘mathematical” approach. The major steps

in this process are presented here,

Step {— Preparing checkpoints for the different values to be contained in the nome.

A markenng executive should first lay out the objectives he wants to. fulfil through the name
that he is trying to design. For this he should prepare lists of checkpomts using the Jackson
Martindelt's method. It may be broadly classified on the basis of certain recognized values.

: Assocmrmna{ Value: (a) Pick upon the qualities of the product, the association| of the name

to which, are likely to increase the saies; (b} List the satisfactions that the conspmer wanté

to achieve through the product. Caution : the product is meant to serve a tar audience ol
potential consumer; thus only those ‘satisfactions should be listed which are desired by the-
target audience. The satisfactions should be listed in order of pnormm, (cj Now prepare a =
combined list of the desirable gualities and sausfacncns and list them in order jof priorities .
for example

Qualities and satisfactions 1o whick ' Impact in terms o, rbﬁr and/or
market share _ .
(% of potential consumers

. O desiring an attribute)
Attribute A : ' '

‘Attribute B L
Attrribute C X
Attribute D o

Atribute E _
Tt should bered that consumers with a preference for, say, attribute A can overlap
the consum ing attribute B, This means that the combined. market share of attribute

A and attribute™ will not be the cumulative of the market shares of both but. mething

less. The attributes should be listed in a descending manner so that as one goes down (he
{ist, the cumulative market share of the attributes increases. Also, the overtapping of the set
of consumers of attribute A with that of attribute B should be less than that of the set of
consumers of attribute C with that of attribuie' B or A, The same thing should be true with
consumers of attribute D (as that of attribute C) in regard to consumers of attribute A, B
and C and 5o on. h '

Memorization Value ; List the words to which the name can be made to resempble in rhyme,

meaning etc. and which are in common use by the target audience of potential consumers.

Descriptionu! Valué : Follow the same procedure as laid down under the heading
associational value. List the product qualities that need to be described according to
consumer preferences. Also, inctude those qualities which are preferred by the|target
audience and are present in the product but are missing in competitive products. Prepare a
list of checkpoints.on the following design :

Descriptions ) ) fmpact on the profits and/or.
. markel share _
(% of potential consumer desiring
) an autribute) ’
Attribute A
Atiribute B

Motivational Value : Follow the same procedure as above and list the product qualities that
would motivate the consumers to make the purchase. Against each product quality indicate
the proportion of potential consumers that are motivated by it. Also list the fagtors which, if
developed in the product, would motivate purchase. ' :
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Purchase moifvators Impact on_the profits and/or Hranding and Brand Positloniag
' ' market Share
(% of potential consumer
motivated to make puschase)
Quality X
Quality Y

Repurchase Value : I the name is checked ageinst the checkpoints prepared for
associational value, memorizational value, descriptional valoe, and motivation value, it will
by itself contain the required repurchase vatue. Hence no separate list of checkpoints is
required. For the same reason the foregoing procedure will tzke into account only the first
four values.

Step II-—Making a search for names -

The next step is to search for possible names that can be given to the product. Such names
are listed that fulfil the objectives laid down in Step 1, i.c., they contain the réquired values.
A great desl of crestive imagination is required for this job. An asternpl has to be made 10
formulate such emphasis is on the required qualities. At this stage, primary emphasis is on
the required values thé name has to contain; the objective evaluation comes later.

Step ITI—Assigning differential ratings to the names formulated
A proforma of the rating scales for all the four values can now be drawn.

' Associarional Value :

T R M @, o %y % o,
Very un- " Unamo- Don't kpow Associated Highly
associated ciaved neutral associated

Memarizational Value

L - - )
T 1. H 1 T T H 1

4 w20 3 2 S0 € g !so % 100
L!—J- L_l_J H | L I

Yery difli- Difficult Dont't know Easily : Very
cult 10 0 nevtral memo- easily
memaornize  memodize o wed memo-

Diescriptional Value ©

L ) —
T T ' T T T T T T T
i U] 0 .

- 2 Ls_lr]__‘ 40 &0 3_0 . 80 . %0 100
Dres not Dues 0t Don't kaow Does " Absolutely
al all . desirche neuiral ' ~ des- describes
describe _ il
1 - ]

o 10 % ) 40 56 o ) % 9 100
LI__.J - Lo . (e ML L’.._._T__ . L
Eoen ot {Joes not Thom™t Snors Does Highly -
at all OL VELT neutrel mati- ) motivates
sHivate ' vate )

Im . B —

Now a represeriative sample of the potential consumers is picked up and is given a series of
{esla. ' ;

Associaticnal value iests : The names formulated in Step 1 are naphazardly arranged and
listed on one side and the quatities or attributes laid dows in the list of checkpoints for
associational value in Step | along with other product atiributes are listed in & random
masmer o the other side. The puiticipants are then asked t assoCiate names with
aitzibuies. ’

In this sunner the cxtent of relativnship of & name with the attributes of the zssociaionsl
alue can be determined, Ratings are then allotted to these names on the associational velue
scule. The judgement is based on the contparison of the resulls of the asseciational test, with
the Tist of checkpoints preparad in Siep [ under the head associasiona) valoe, If the st
indicates that a pame has been exactly associated witis the attributes of checkpoinis, it
would represent the highest degiee of association the name has with these attribuwtes. This

117




Branding and Packaging Da:lsium

" The marketing potency of a name in 1N

particular name would then be allotted a rating in between 80 and 100. 1t should be noted
that the ratings allotted to d:fferent anames have to be reiative in nature.

Memorizational vaie tests ; Brand names listed in Sacp II after being properly shuffled with
such similar names ang rzlated names (shuffling is done to reduce the exvor that might creep
i because of the association of the names with cach other) are listed and then jriven to the
participants for a specific time. They are asked to read them over, zgain and aghin, say 5 to
10 times. Then another list of names containing the names for the produci in the first list
shuffled along with other similar mames i.e. similar in spelling and thyme etc. is given to the
participants. They are then asked to locate the sames of the first Inst [n ihis way the names
can be ailotled rating om the memonzatmnal value scale.

) Descrrpﬂomf value tests - The list of names is gwen to the participants. Exch participeat is

then asked to list under each name 2 few aitributes that he thinks the product with that
name may contain. The astributes listed by the participants are then checked against the
checkpoints prepared under the heading Descriptional Value in Step 1. Ratings ore thew -
allotted to the different names on the descriptional value scale in a similar manner as they
are done for associational values.

Motivational valiee rests ; Names, formuiawrl n Slep 11 are listed on one sidie alter shufﬂu!g
thern with a few other names that 1z¢ not being considered. Purchase motlivators ihat are
listed under checkpoints prepared under the heading motivationat value in Step I, are
shuffled up with non-motivators and listed on the other side. The participanis ate then
asked to associate the names with the purchase motivatdrs. There being no restiiction on the
number of purchase motivators that may be linked with a name and the number of times a
purchase motivator may be used. After having done this on the besis of the resqlts oblained
and with the help of checkpoints for motivatiofa value, ratings can be allotted to the names
on the motivational value scale, : [

Step IV—Quadrivalent analysis for sgpaggiing undesivable names from desirable ones and
measuring the marketing @ nf the different names Co

Dst ideal sense depends on all the Four values that
have been discussed above in' ceding step. Howevér, in practice you may need to

rely on a Few of the Above ities. If is also possible that you just can’t find a name
which can strongly r these Qualities. It that be the case, you will have to bd context .
with a hard choice p something for something betier. If vou are compelled to do
this -- look atyour to arketing programme and find a solution to what you have lost in
somc other g @ of the mix at your command. We can express the macketing potency by
a simple matf @ al expression as under :-

MP = (An) (Mm) (Dp) (M)

MP -—Ma‘rkéling potency of a name, An-—Associational value. Mm—Memorizational
value, Dp - Descriptional value, Mt---Motivational vatue.

The marketing potency of a name or the eawnt 1o which the name helps in capturing the
market is assumed 10 be a funclion of multiplicative relationship among the four; variable
multiplicative because theoretically reduction of any of the four variables io zere would

sharply bring down the marketing potency of the name. In this general formalael vou will
also nolice that we have assigned equal weighs to all the four values.

In practice, the scenario may be totally different. You may not be Intendmg to describe the
product at all through your name in view of the marketing strategy you have in mind. What -
do vou do in this kind of a situation, how would you deal with the mathematica expression.
stated above? You will need to do some transformaticn of the expression or assign some
arbitrary value (o the descriptional value. We suggest that you assign this deserigtional value
a value equivalent 1o unity. Agan it is quite possible that the associational value of the
product is two Limes more importani than the descriptional value of the product.' Again you
waould need to transferm your expression. You will need 1o assign weights and we suggest
that you assign a weight ef two units to associational value in relation to descriptional

value. At the time of daermmmg the marketing potency the ratings for this valuc will have
to be divided by two 1o give it the desired weightage.

The graphic rcprcsentation shown in Fig. 1 consists of 3 axis all perpendicular toeach other.
two lying in the horizomal scale and one in the vertical scale. The two variables,
assaciational value and memorizational are represented on the horizonsal axis and
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descriptional value is represented on the vertical axis. After ratings for a name have beer . .- Branding and Brand Positioning
plotted on the associational and memorizational value axis (scales), its rating on the T . :
descriptional value axis helps in assigning the name 2 position in-the spacé. The rating for

the motivational vafue of the name is indicated in parenthesis, Positions are located for all

the names on this three Jimensional graph. o o -

Three planes are then made 1o divide this three dimensional brick resulting into 8

quadrants. A hotizontal plane is drawn so-that half the names tie above the plane and hal{
“pelow the plane. A 2nd plane, which is vertical and parailel to the associational value axis is -
~ drawn so that half names lie on one side of the plane and half on the other side. A 3rd

plane, vertical but paralle] to the memorizatioral value axis is drawn in a similar fashion.

This processgives rise 1o 8 quadrants. The upper right hand quadrant farthest from the

memorization value axis (Quadrant [} will have those names which are more desirable than

those in other quadrants. Figure 1 shows that brand names A & B lie in quadrant 1 and

hence they are more desirable than those in other quadrans. B

The 4th rating on the motivational value scale should be indicated in parenthesis. This is
indicated in parenthesis because if the name has the otier three desired values it would
contain some motivationial value too; however, this is not true of the other values. Names

" falling in the apper right hand quadrant farthest from the memorizationzl value axis can be
compared with each other, their ratings for motivational value too can be compared.

DESCRIPTIONAL |

, o - MOTIVATIONAL
VALUE o [ . VALUE

— GUADRANTI

1
|
]
vy, , ., _
Moo "'
- —gm -l ——- » -
s ] :
Noe MEMOT ZATIONAL
' : vALUE
ASSOCIATIONAL, R . T
VALURE . . .
Fig. §-=The three di ioral graphic repre ion shows the exteni ﬁ[ different volues ench name. 1t also

depicts the elimination of wndesirable nomes from the desirable ones by inserting theee axis at right
angles to each other in the praphic representation. The three planes divide the 3 dimension brick into
* vight quadrants. quadrani | has The desivable brand names—brand names A & B. .
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If there are a large number of names ljfing in quadtant {, further elimination| of undesirabie

. names can be done. Divide quadrant one into still small quadrants. This is done by using

the same procetture. This means that quadrant | is divided by 3 pianes to give rise to 8

~ miniquadrants. The inception of planes to bring about division of quadrant [ is done in a

similar manner as that followed for dividing the whole graph. This would give rise to
another quadrant I’ which would contain e still smaiter number of names. Thus it would be
easy to make choice from among these names.

Conirolied experimeéntation can also heip in determining the marketing po ncy of the few
names that emerge from the above method (say 2 to-3 names) from which the final choice
has to be made. Redetermination of the marketing potency can be done aot|only by taking

. into consideration the resuits of t:is controlled experiinentation but also by résubjecting
. them to the tests designed in Step II and checking them: up with the help of checkpoinis in.

Step L.

Step V—The final choice - - '

We can afford to go a step further. The 2 or 3 names that we have are listed on sepame
cards. On each card the total market share generated by each of the four values is
determined. We shall take as examplé the associational value. Check the name against the
checkpoints listed under associational value in Step L List those attribues to which the

" name has been associated by the sample of potential: consumers at the time they were gwer

association tests in Step TH.
Attflbu_tas to w}pch CA&B
name was associated

Now look inte the number of potential consumers who associated the name to autiibute A.
Find the ratio of the number of these potential consumers to-the whole sample. This ratio
gives the market share that is being generated by this attribute. Similarly, determine the

associated the name both to attributes £ xt step is 1o determine the following ratio -

* market share generated by attribute B, l@mhe number of potential consumers who Iwuc
& B

No. of potential consumers

‘wha asociated the name . S .

10.both the attributes ) i Proportion of consumers
A&B : for anribute A associating
No. of potential consumers ) ) "i':::lrc ]l;'

who associuted the namge to ) attrifse 2

atribute A. : .

Similarly deterni the proportion of consumers for attribute B associating the name o
attribute ith tie help of market shares for the two attributes and the above ratios. a
venn d n. be constructed. The total market is represented by the universal set, on it
are dra arket share generated by aitribute A {set of consumers who associate the

name to-atiribute A)-and the market share generated by aitribute B. The imersection of two
subséis A & B is shown. The union of the two subsets A & B shall represent the acivat
associational value of the name (Figure 2). Next, determine the market shares generated for

" each of the four values, Now construct a venn: diagram for each name in which the

universal set is represented by the total market of the product. On this universal set is
shown the union of the set of consumers, fot associational value, memorizational value.
descriptional value and motivational value. The interlaps among these sets is determined by
the same type of procedure as ontlined for determining the imersection fos|market shares of
«different attributes for their asscx:muonal value in (Fig. 1}. Figure 3 shows uch type of a
venn diagram.’

ATTRIBUTE

. TOTAL MARKET




A comparison of the vena diagram comstructed for the different names will help in picking Brandiog and Brand Positioning
on the right name—the falls in line with your marketing sirategy. This depends on two - '

.things (I} the total area cavered by the union of the four s¢ts viz, set of consumers for

‘associational valve, memonzanonal value elc. (II) the interlaps or the intersections of these

sets’

Today, a few marketing research specmllsts have deveioped a variety of mathemaucal
techniques to help in brand name selection. This should not baffle you, because the logic
does not change. These mathematical technigues are only tools to help marketers give .
expression to their logic and to assist them in applymg thelr logic in more prcc:lsc terms.

. Logm obwously remains supreme and reigns.

The various steps and tests involved in “brand name selecuon process” as described above

. needs an exercise on the pattern discussed. Thus, 2 proper brand name chosen for the
product, kecping consumers’ point of view in forefront would make marketing effort easy
and rewarding as it introduces the element of muonahty in an otherwise wholly subjective
decision.

Activity 2

Assume that you are deve!_oping

a) A new perfume

bl A new remote co'nlm[led by car
"¢} An automobilg servicing station

How would you find an appropnatc tirand name for your product using thc maodel
described above.

104 POSITIONING OF A BRAND

You have just learnt, why we need to brand a product and how we go about selectmg a
suitable brand name for a product.

There is anoth<r very important decision which a marketer has to take in regard toa
product — the way you will like your product/brand to be perceived by your consumers.

In order to be successful a marketer has to effectively communicate his product o his
prospects. You have 10 make sure that through your commaunication, your product is Seen,
Heard and Accepied by your consumers. . '

The art and science of making your message seen, heard and accepted by a zoih\.r Juman
mind is what positioning is all about. When you apply this concept to your commummlfpﬁ
messages for your brand/product so that your brand/product is Seen, Heard and Accepted
by the human mind of your prospect, you are actually Poshioning your product/brand.
Naturally if your message about your product/brand has been seen, heard and accepted by
your prospect, you have succeeded in building the desired perceptions about your product
in the mind of your prospect which has led him to accept your product/brand.

While you have already been exposed to the concept of positioning in Unit 8, let us study in
detail about the concept of brand positioning o hmld and the importance of this concept in
prodret and advertising management.
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Positioning is a powerful approach to communication. B is a concept which is as old as
product differentiation and market segmentation. However, it was only in 1972, when two

- advertising practitioners Al Ries and Jack Trout paid attestion to this phenomenon of

positioning. They tried to highlight its importanee in communication and attempted to give
it a conceptuai base. Therefore researchiers and praclitionars alike have probed inio this
subject 1o develop it further and o give it a more comprehensive conceptuall base,

~ Positioning is a way of drier.mmng and achieving a place in the pemephons of the

cotsumer, relative to the competitors.

In fact, you will not be abis to appreciate the Importance of this approach of the
Advantages of using this aporoach till you are able to understand what is the natuce and
degree of problem that you are faced with, when you wish (o communicate with another
fhuman mind, to influence with another human mind abeut your product so that yaus
produci is hot only seen, heard bul accepted by this other homan mind.

Today what we have is an over communicated society, If vou were 10 switch om your
tlevision set before the famous serial “The Sword of Tipu Sultan” you have anywhere
from 25-35 minutes of advertising built out of 10 seconds to 20 seconds commercials. We
had on an average about 3¢ minutes of acdvertising before the seriul "\!AHA BHARAT &
few years ago this was not the case. As time progresses, the amount of com anication, we
have to receive, continues to. grow.

With such a leavy usage of advertising, some of us might even tumn down the volnme of
our T.V. set, during the commercials and wait for the actual serial to start,

il

wnctions-—when attacked indiscriminately

Well, anyway this is how tke Human Min
with the stimuli from outside, it shuis i1}l off (ercepiuzi Blocking). The human misd
could prabably be compared to a dripping = which cannot absorb any morc and if it
must, it has to be at the cost of widt*gircady there. We suggest you go back to Block 3
{Understanding Consumers) of (.-6 {Marketing for Managers) on page | |. As you
knew, mind selects only a tiny ira®uigaflinatly geis in (Selective Exposure and Selective
Reteniion). Mind distons w.ion that is not consistent with their needs, values and

beliefs {Selective Distortio od see what you expect to see — Take two suil lengths from

aymonds’, On both put the same price’ — let one of them
e ‘Raymond’ on the other imvent and pul 2 name. Ask your
{ thert — you know whai he will choose!

carry the famou
fricnd to choose on

Mind g impressions, by recommendations (Opinion Leaders). People fike 16
jamp to contigéicns.

if you are presented with an incomplete idea, your mind has an urge to compleie it
according 1o your beliefs, values and motives (see the latesi Hindi commetcisl of Cibaca
Tooth Paste — “Disddy Aadha Kya Hai?"... Aagha...; and the commercial ends-—
cbviously conswners wilt complete it, some might say that the tcoth paste bas the guality
elerment where as othed might say it works out cheaper?

When a number of stinuhi atiack the mind —- how dogs the mind cope up with it? It will
group them and pérceive them as unified wholes, Say you kave been on 2 holiday for 4 few
days to a hilt station. When you come back and semeone asks you how was he holiday---
pat comes the reply *very exciting’ — ‘good or merely alright’. There may have been a §- .?
exciting days, when you say ‘alright’. Thus, mind goes by generalitics.

To understand ihe problem of communication further, just sit dowa and think for a moment
the number of media opiions, we had in India sbow & decade ago 2nd what we have today.
A few years sge, we hao only enc channel on TV today we kave two and tomorrow....
Media Qpiions sre Mubtiplying. The nember of manufacturers and products offered by
them ars mufuplying, Crinputers is relatively & new fiedd in India, 1oday we have
appicximetély 200 computer companics offering & variety of software and Kardwarc. There
is virtually a Product Explosion. To cope with this skuation what we get ik mord and
more of Advertising inpuy, lronically as the use of advertising goes up, its effectivencys
goes dows. How Jo vou cope with this virtual Media, Pt’odw'l i Advertising
Explosion? -

Bow do we make » lzsting impression on such & mind?
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The best approach to take agains! this back drop in order to commuinicate effectively is to Branding sod Brend Postiloniig
Over Simplify Your Message, Make your 1message oore and more clear, remove the’ '

confusion from them. “Don’t use Greek end Germam, whiea you want to talk to an Englist:

Man.” Use Simple Words. Talk in the language of people you want to communicate o —

if it is @ COMMON MAN, USE COMITON MEN'S IABFUAZE and so on. Den’t hide your idea in

words, be ciear ghout i, To highlight this statement, we driw your attention o two

watch/clock advertisements which have sppeared in RINDUSTAN TIMES DAILY in the

beginning of October 199G, end of September 1940,

The Titmn Guértz advertisement's headline which is set oul i simple type reads as :
“Next fime he offers o huy yoo 2 Saree, Suggest Titan Quasiz Instead”

While Jayco Quuriz waich advertisement reads _

“A heauiiful Puja snd Diwali Gilt for someone you Love Jayco Guarlz Watches,
Alarms and Clocks™, _ :

.

It shows an alarm clock in the advertisement and @ man with suitcase in the hand, The copy
which is sei in opt (very small) starts with. : :

“The Jayco 1515 is ideally suited for travefless 28 it is tiny, light and compact with a
faminous dial and sweet alarm.” - L

The mannfacturer JAYNA TIME INDUSTRIES LTD., has the travetler in mind, 1t wishes
{0 position its clock for Lravellers, ironically i1 says nothing about this in the headline.
Chances are tie travedlers may not read"the widvertisegnent. Again while the headline says it .
is'a beautiful Puja and Diwali Gift, the copy does uot at all touch this point. At least
partislly, Gpportuaity is Jost in both segments. if nin completely.
You have just 2 few seconds R N
As a marketer, vou couid probably wiite 2 book on your produc goy consumer. Don’t
worry, you will not need 10 90 50, yORY CUEIOMIE is in 2 hovry. THE afl, you also need
to bie quick if you want 1 create an impact. On the television, youhggbably will have a

shot of 10 seconds or may be 20 seconds 1© talk to yoar © oy, whitle going through the
met.

print madia may be just split of & second to be seen, a few s 1o be heartt and may
be 2 few moce seconds 1o be secepbed or rejected © CO

You therefore in order 1o effectively place your braffavedic conmunicate cavefully —
chipose {he message which hus best chancitg get v your prospects sined — which
YOUr Prospect can pngerstand, which beh tention, gives Fim & weason 10 read. It
should also provoke a {ioughl process i Isis and should create 2 distinct image, 2
position for your brand in his mifed. '

The mesiage Can Sreate 4n sniavourable position or g favourable posttion. A favourable
postiion i oae which changes his ativde toweacds your brand teading him to accept it. Say
Al Rics acd Snek Trout, when you Siart viewing your commuRIcaGion 1ask i 1his way, you
tend io get valeable beads. : '

To communicais sazcosfully we nesd to touch fee base with reniisin abi what is
alvendy fhete b ihe mind of the prospect. What matlers is what really gets in and what
pmprension i Duikds in your rospaets wind, Thesefore what yon should do is, pour get o
yunr presperia’s wind and Short CONCETIERNIME ON whas is really getting in inte his mind
rathze thas wha you e actaally seoding. To effectively commuicate you Jook for the
solution o your pioblem not inside the product, ot £ven inside your mind. “You lovk for
the solusion t yous gblen inside prospects mind, in other words, sinoe su Hute of yous
message 1 poug 10 pet througi snyvay, you ignore the sending side and coprenirait on §he
receiving and—You concenizae on.the prospect.

You try o understand the percoplions i the mind of the prospect 2howt your product,
shont the compeling Woduct or msy be eves the prospects geners! porceptions about life,
other gusons sad other obiects and the perceptions e hes about himmeslf as 2 person. You
iereaiter see the possibitity of vanonr persnitations and coumbinatinns of these perceptions
wiieh whea inoiged and enhanced throegh your catfrinunication can result into distinct,
sherp images for yoay progdust in the prospecis mind {hus making a favourable position for
your producs, ‘Thus veou sealfirn the counections thet already exisi in the toind but akue
enalile your message 1C Siey 10 Your prospects mind, creating 8 posigon for your brzad. To
adverise eFectively of (o cofamunicate efieativaly, -
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‘mind (figure 1). Fach hrand could be imagined placed on a rung. The one wrtich is

Easy way to get info the mind and the hard way to get into the mind.
The easy way to get inko the mind is when you ave first. If asked to recall youy first day to .
college, you will be ablé to do it. Actually when something is first, it leaves an imprint
in your mind— (he experience is something like the first encounter between a new born

. baby and its najural mother. First impression have a way of staying. The hard way to get

into the mind is when you are next. And if your brand is not the first brand in a product
category, only by using the concept of positioning can it successfully get into your prospect’s
brand choice set. : : o -

“‘MAGGI NOQDLES' was first to get into the mind, the easy way. The hard way was for it's

competitor 'FAVY NOODLES',

10.5 WHAT DO YOU DO WHEN YOU ARE FIRST?

_The first thing you do, when j(ou are. first is, you shbljld be prepared to el others, about it.

The next thing you should do is to communicate the fact to others. Only whe]n you dq these .
two things will you be First 1o enter your prospect’s mind. We would like you 1o recall the
story of Amnerigo & Christopher Columbaus — As you would know Christopher

Columbus was first to discover America but he kept his mouth shut because §ie wanted 10
hunt for gold. Amerigo was the second person.to discover America, but he was quick 1o do
two things ;

i) He called his new discovery of land as a Separate Continent — This is équivalent to.

your getting prepared to tell others, how4ou are first. _ : : _

i} He advertised about his new discove@ting a lot about it. [n fact his writings -
about this got translated ino 494mgguages — This is equivalent to your commurnicating
your message of being first g @ . : 3 _ _

Coping with the product : o :
You have learnt, how our o simplified mind functions and how. it would ¢ope with the -
assaules from the stimili. How does such a mind cope with the virtual product

ke place?Earlier, we have mentioned for instante that in 4™
computers, in [ndia, we have about 200 companies operating each

gt range. How would a consumer go about choosing a brand of Television
pfions on land? _ T ' -

The process is simple — he will group, he will eliminate, and he wili ‘rank - tili he can
narrow down options to his final choice. Let us try to understand this process through two
Figures 4 and 5.

P

If you intend deciding to buy a television. The focus of your mind will move on to
televisions and nol washing machines and televisions. In this sense your mind has grouped
televisions into ONE CATEGORY. Brands you have not heard about get eliminated on
their own (1). i

Your mind vaguely moves over the brands you have heard of and are shown | those that
your mind cannot recall get eliminated further (2). :

The process continues and you send a few brands into a penalty box ~ those that are not
acceptable to you on the prima facie (3). The mind narrows down vn & few trands, how:
would it deal with them? ' :

Typically the human computer ranks the brands, il we were 1o imaginé a ladder inside the

acceptable on the 10p most runyg 4 nd ethérs follow the order in which the human mind has
RANKED. THEM. We have eaclier said that the human rmnd cannot deal with more than
7-8 units al a time, :
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Arriving at an evoked set rom all brands i & product stegory . : . Branding and Brand Pasitioning

All brands — in 3 product
cargory  ©

. Brands you do not know
- Brands . u de
nds you know about

Y

Brands Actepiable 1o ' Brands not Acceptab | "Brands which you are not
s ble 10 you | toyou . 4y able1o recollect. .
o _ 3 3
Prand parchased by you ) " Brands lgw 0
| K _3.. .. . - - o
" THE MEDIA EXPLOSION-THE Al IN

EXPLOSION THE PRODUCT EXPL .
ADDERS iN ¥OUR HEAD

" Get ito the mind of the prospect -
+oveo. H yOU Want yOUr message :
L 1o get accepted.

Seven ruegs, mind cannot deal with

. SCYEN UNHS At & Lime, 1his is why, we

say mind cancxA rank more then
seven hrands in & product category

A eew prodioct

catepory into the mind
brieg youw new: product cotegery o
an old preduct in yout mibd
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Astume that the mind cannot deal with more than seven units at a time. If you have __
fourteen brands io choose from and you are consciously made aware of them, how wouild -
your mind react? Oae simple way is to eliminate the brands —may be your mind witl

- permit seven brands i0 enter, The other way is group them on some basis, You may fand up '

with groups of (wo brands each. The process will pot stop —between the two brands in
each group you will land up havmg ist choice and the 2nd choice. .

. Therefore we say thc mind groups, the mind elnmmat&s and l.he mmd ranks

10.6 T_HE MIND ELI{MINATES vs._m@:‘ MIND RANKS

We think, you. w1ll ageee with us. that fm a brand te get. Ehmmated is a riskier situation than

its fafling into your mind ranxmg If the brand is in box 4 of Figure 11, it has 2 better chance

to get o box 6.

Now, if your brand is in box' l we thmk it has the heﬁ Chdnce togo 16 box 6 prowded you :
" have the resources skill to Pesmon il.

The poiat that we are trying (o dmre home is - “Thnt once yuur nund is set it is very.

 difficult to change it”.

People in communication businiess and adverﬁsing busihess Ioek ai this statement with
respect and humility. When finding a way to communicate i.e., when :hcy are trying to

- *position’ their brand they are careful. They recognise that there are some images and some -

perceptions they probably will not be able to change, and there are some ‘positions’ they
reaily cannot capture or let us there are some ‘positions’ which are difficult to capture. It is
this logic that makes advertising peopie.not g\ Head on” with competition and if they
must, they know that it is an uphill task. ' ' : . :

~— and applying the logic stated above, we say
hrone the leader ie., it is difficult 10 dislodge the.
af when it is possible it is not worthwhile because of
ng b]ast requmed or the risk m\rolved

Getting back to imagined iadders figm
that sometimes it is nearly imposs
brand which is on No. 4 rung, So
the enormous amoum of

10_.7 POS ING : PRODUCT DIFFERENTIATION :
- MARRKT EGMENTATION o

' Before we ¢ to build the (':cnc'ep{ proc&gs of p'\ositioning with yoh‘ let us spend

sometime Lo undersiand the degree to which the three concepts : Positioning, Product
Differenliation and Ma:ket Seg‘mentalion relate with edch other?

' N Pnstlmmng Creates Producl Dil'ferenllation

Pos:tlomng creates a ‘Position’ a place for your brand in the mind of your prospect Your :

prospect is going to recognise your brand in the basis of the position you create for it in his .
_mind. He is going 1o distingnish your brand ‘on the basis of this position. Your prospectis .

going to distinguish your hrand from the other competing brands on the basis of the .

“Positions’ each one of them has in.his mind. [n other words your prospect is differentiating

brands on the basis of positions, We therelore say, Positioning Creates Differentiation.

Mext time you fune your lelevlsmn se1, watch out for the ‘Salora’ (:ommerma[ An Angel

answers your quesuons “Sound as clear as Salora TV" “*Picture as Sharp as Salora
VY™, .

The pbsftioning strategy for.Salora TY is creating a position on the basis of sound and

- picwure, If the.position & secured § in yaur mind ~- you will differentiate this brand of TV on

the basis of positions.

Now a word with you over 'herc —Is Salora TV the only TV that has a clear sound and d
sharp picturc? Of course the answer is No. Bul prohably Salom TVis lhé first TV to
Forcefully build :hat position. -

What shouid be undcmood is that W hile the mdnuf.;uurue’lhe Agency's has identified that
position should be built on the basts of Sound & Picture. The Crenllve People have
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sdded Immense Creativity to the positioning ided to _maké'ihe commercial standoui. As
has been said earlier, don't hide your positioning concept in words, be clear.

2} Preduct Differentistion Helps Positioning

Product differentiation can be created in a research development laboratory. You can have
a well differentiated product from the works, but if communication does not work for it,
you can have an “wadifferentiated position™ or may be no position at all in the mind of
your prospects. David Ogilvy the wortd known celcbrity in advertising has said “The more
you kpow about it {your product), the moze likely you are to come up with a big idea for
selling it”. He goes on o say that “when I got the Rolls Royee account, I spent three weeks
reading about the car and came across a staternent that “at sixty miles an hour, the loudest
ncise cotnes frem the electric clock®. This became the headline, and it was followed by 607
words of factual copy.” ’

In effect Da:vid Ogilvy, the advertising practitioner is telling s that product differentiation
helps in positioning the product. He is also hinting that positioning relies on grie or two
perceptions, the strong perceptions, as marketers we must search then in the mind of your
prospect. -

1) When you (alk to a group - it becohes 2 segment

Through onr course material, we are talking to you. We are communicating with a group of -

“ghout seven thousand students, this becomes a Segment. Every communication/ advertising
has 1o address 2 Segment. Naturally when you have to communicate with a group of
prospects —a segment, you have to get into their minds to know how they perceive you,
your competition and your messzges. Segment is not a component of positioning, segment is
what you are communicating with using the powerful and scientific positioning approach.

Men and Women for a product you have 10 be éareful to atleast
something for women which can put your ‘men’ customers off.

What we fearn from above is that as you narrow down yqur targeBMS you continue to
segment the audience you continue to increase the intenst T messages. In a very
campetitive situation, the only way to win perhaps would B to narrow down your focus
which shail afford to create a ‘distinct position” arate position
narrowed down 1arget.

! for SOLIDAIRE TV —they show the

You may have seen the recent commerc'
@ Ihey have not only a rural secting in mind

television being used ik a raral kind of a s\
bul alse the ‘middle class’. They have narrov

cen actually suggestive, not permitting the urban customer to be lost. However the
emphasis is on 2 ‘rural middie ctass’ customer. :

" If your competition has a big pie i.e., big market share —the way 1o grab the share is to
Fragment his pic by identifyirig a subsegment in his segment and increasing the intensity of
your messages through targets. )

5y Same product can be positiened differensly for diﬂerenl segments

‘Milkmaid’ the condenscd mitk from Nestle was been targeted at different segments at
different times. The point to note is that PRODUCT and THE PACKAGING have
remained unchanged. Without changing the product and the pack an advertisers have
established communication with different segments by using the positioning concept.

They have created ‘Different Positions’ in the mind of prospects for their product through
positioning and repositioning the product.

i) MILKMAID at one point of time was positioned as creamer for tea and coffee. They
" managed 1o creatc discrete image a position in the mind of prospects by using the
following headling : .

‘Rich and creamy’
makes the tasty difference
MILKMAID

They have shown a ‘cup, of tea’ and a “mug of coffec” in the advertisement.
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What have they dage in effect through this advertisement?

They have created a ‘distinct image’ for this product as a creamer. They ave created 2
“POSITION’ for milkmaid in the mind of prospects that of a CREAMER.
i) . “Milkmaid” was at another point of time positioned as a substitute for. milk.

ii) It was also positioned as a “Topper on froits and puddings’. The advertisement shows'
sweet dishes with condensed milk poured on them. The teadtine reads “Top it with
“Milkmaid”. At the boftom of the advertisement they write :

“RICH and Creamy
Milk-maid”

and below this ifs smaller type they mention the words “makes the tasty difference™

v in the advertisements that fdllowed the above, they pronounce the use of milikmaid in

with Milkmaid, but actually milkmaid gets into, the sweet dish: Also-the copy “Rich
and Creamy™ are dropped and the copy *“Make the tasty difference™ gets replaced with .
“You can do wonders with Milk-Maid”, N .

sweet dishes. They show *Souffle’ a sweet dish in a bowl which is not jl}tn’fépping'

Through this advertisement the advertisers are aiming at enhancing the perception in
the mind of prospects for milkmaid as 2 product to be used in making syeet dishes

© they are building a perception that milkmaid can do Jot more in sweei dishes than just
using it as a topper. They are énhancing the “Position’ of milkmaid in the mind of
prospect from a ‘Toppes’ 1o a ‘Position’ of a swect dish ingredient. They have thus
successfully Repositioned the brand. :

6) Rematching Product ¢ position .

Supposing you are about to.favnch-a nevNgrandBf bath soap and your research reveais that -
you can comfortably carve oul a niche amol e middle class urban women in the age
group of 25-30 years, who are vefy semitive about their skin. You want to position the soay
as “which keeps the skin young™ ight like to turn back to your R & I team asking
them to add something in the soap WHICh can reinforce your position. You may also ask

" your packaging people to ¢ packaging to match your position. Rem tching proguct

to a position is g rketifig.

We have a classi from US A in cigarettes ‘The campaign of the century” as it has
been calledthe catypaign for MARLBORO CIGARETTES. In 1954, with six filter
cigarette ountry, the share for filter cigarettes added up to 10%. Filter cigarettes were

“not in vog JMARLBORCO a filter brand of cigarette was perceived asja brand for

women. The Mier of the cigarette evenhad a red tip, so that lipstick marks may not be .
noticed. The package looked pink and had a feminine look.

Phillip Mortis, the company who owned ihe brand wanted 1o explore the male segment
market with this cigareite. The agency now wanted Lo reposition the brand 4nd wanted it to-
be perceived it as a VicBe Mascnline Brand. They deveioped an advertisement with a
‘cowboy’ smoking the cigaretie. To match this positioning change they changed the pack
10 red colour and used a more Aromatic Biend of Tobacco. In effect they rematched
the product to position. The ‘cowboy’ advertisement said “you get a'lot to flike in
Martboro — Filter, flavour, slip-tap box™. The cowboy in the advertiseinent projected and
suggested the virile, rugged masculinity. Incidently from 4% market share i 1954 in the ~
USA today Marlboro is the largest selling cigarette in the world. -

7} You Need 2 New Position —when you invade inte another product category to
expand your market - o

We would like'you 10 take a took at the new advertisement of Lakme Winter Care
Lotion. The headline of the advertisement reads —“Read thus 2d and discover why you-
will never use Cold Cream again®™ . .

It carries on 1o say- : '

. New Winter Care Lotion

" The non-greasy way to fight winter dryness’ and it ends saymg *s0 much more than cold

cream’.

They show a yourg gir in the advertisernent with a look of concem. They show thc. pack '
also and next to pack the copy reads “Costs no more thas the Cold: Cream”, In the body
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copy they say “It is a cold cream moisturiser in one”. In the copy they _réaéon out how it is Pranding md Brand Positioning
_superior to a cold cream. What are they doing through this advertisement, through this '
communication? They are trying to reposition the Lakhme winter care lotion as a better

alternative to cold cream. They are invading into the cold eream to expand their markel.

8§) Matching Position to Segment _
Sometimes your product does well in a segment for which it was orginaily not meant or not
conceived for. Well if this happens, you need to reinforce this through good positioning.
You will like to create or strengthen the position in the mind of the prospect. We will iike
you 10 recall the iaunch of MARUTI VAN (as'it was initially positioned). This wvehicle was
initially positioned and advertised as 2 “'VAN'. It was a product developed to compete with
{he vans. The Standard and the Bajaj, However, it was found that it was being bought ass a
* substitute for a car and thus it was actuaily competing with the Ambassador and the Fiat.
Maruti Udyog responded to the position customers gave in their mind to their Van. They
renamed the product as *OMNT and repositioned it as the most spacious car on the Indian
roads. : ' '
The Horseless Carviage —The car - : S
Wien you want to move in on a new idea, you need to relate it with something thatis . ,
already in the mind. Creating something attogether new in the human is very difficoly, if not ’
* possible, When the (irst car was developed it was called “The Horseless Carriage”. By -
calling it as “The Horseless Carriage” the car was related to a carriage, by calling it
‘horseless” the inventors of the name succeeded in telling the prospect that it did not require
a *HORSE' 10 pull. ' ' :

_Could they have not simply called it ‘car'? Well the answer is they could have. But then
imagine the effort that must have gone in explaining as to what a car is. In advertising terms
it would have required a heavy budget. Pause for a moment to think over thg.confusion it
wouid have created. They would have had to beat around the bush andégrould¥pave again -
gone back 1o relate it to a carriage. _ s : '

When you want to move something new in the Human Min @ forget to relate it,
to something__lhat is already there. - - _ .

Please go back 1o Figure L We have shown as the left si der being moved into the-
mind, the base of this ladder is standing on the bagengf anolger ladder show that when you

are moving in a new product category altogethe erms of ladders, it is like moving ina °
Jadder which on the base of another ladder. The it brand which moves in atongwith a

niew product category obviously has a g%vanta_ Pe.

10.8 SOME CLASSIC POSITIONING EXAMPLES

Let us take alook at some classic positioning examples. This will help you to develop a
decper understanding of how positioning works. S

- The “UNCOLA" Position . . '
Tt is being named as the uncola position, this kind of a positioning strategy first used in the
USA by 7-UP, which was not a Cola Drink. ' .

Originally 7-UP was used as a mixer with hard drinks. However the market for mixers is
much smaller than the soft drink market. In the soft drink category Coke and Pepsi put
together commanded a 70% market share. Obviously for any soft drink & dent ‘nto this T0%
share of Colas could give enormous boost in sales. 7-UP was positiones as un Jncola drink
ie.. as an alternative to Colas. Thus if you have tried a cola and you want 10 break the
montony try an ‘uncols’, try a 7-UP. :

:W‘hat are you trying o do, if you were fo imagine the above in terms of ladders?
{Figure 111}, You are actually jumping from the ladder of mixers on lo the ladder of Colas.

How are you doing this? . :
You are linking your product to what is already in the mind of the prospect. In this case by
© saying'that 7.UP is an Uncola Drink, you are making it to be perceived as an alternative to ©
a cola drink. : o _ o
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Where is 7-UP today?
Today 7-UP ranks third in soft drink sales in the world.

CITIBANK'S unfixed deposit scheme
We have an Indian example of this strategy ‘Citibank’s Unfixed Deposit’ Scheme,
Citibunk keeps advertising this scheme quite regulariy, we believe you have secn the
wdvertisement (for a guick Yook at the advertisement, you rizay refer Hmduslan Times

newspaper ont page 15 of 17th September 1990).

The headline reads “¥on’t fed the Mouey Lie Laxzy in 2 savings or Currcnt |Account”
The subheadline reads “Earn higher interest and the freedom to withdraw with Citibank’s’
Unfixed Deposit.” The copy says “CTiibank’s unfixed deposit doesn't let you money laze

- around. It eamns interest as high as a fixed deposit. While you continue to opelate it like

YOUr savings or current account.”

- Now by linking the “Usnfixed Deposit™ schéme td the ‘Fixed Deposit’ schemie. you are

actually jumping from the ‘Current Account and Saving’s Account ladder (dategory) to
the ‘Fixed Depesit” tadder (category). Your original product is a saving's account wiich is

- now going {0 be perceived as a “Deposit’ s a bexter alternative to the ‘Fixed Mepasit’,

The “Against™ position

Sometimes in the terms of imagined ladders, you are on a botiem Tung. The gap between
you and the next brand above you is enormous. You would wish to reach right on the first
rung of the ladder, but then this may reguire a leavy budget. it is also possible |that even
when backed up by a léavy budget, the chance of distodging the brand above are dleak. The
brand above has & very strong positiod.

Let us say you aré & poor third or a poor nit Wpd the gap between you, ‘the poos

second” and ‘the rich first’ is enormous say 20% market share and (he, leader
commands 80% mavket share. Closi gap is a big a.plmtlon for you. How, do you do
it?

Clirebing up 1ke kadder to the ween you aud the nexi brand above you —— by
meving the rung Heelf e, © * Morket in the U S.

There can be a num
‘Rent i Cars WMar
imagination for appt

way$§ of closing this gap. Let us discuss classic example from the
§". We sincerely hope that this will enhance your
posmonmg tc real life marketing situations.

was the heginning of usmg mmpansans with compeuiion in advertising.

The headling of the & uwrmnmcnl read “Aws ] cniy No. 2 in vent a Cars. 82 why go
with VS The first tine of the copy said “we try harder™ and then they went pn 1o explain
how they iried harder and then they ended the copy by saying “the line at one gounter is
shorter

Mow what are the important elements of this positioning strategy?

i) © We call this as against position, because Avis has recoguised the strength of Hertz '
position and has not gone ahead with 2 “Head on™ attack with Hentz,

it} *Heriz’ the Mo. 1 brand has & very strong position aud an enormous market share,

iii} Awvis has *Refaved jtself to Hertz'. Related itself 10 something whal is already there.
The mind has not going accepi something which is absolutely new, The mind is more
receptive, if what you sy is related to 2 previous experience, s selated to 3 belizfl inside
the prospect’s mind, is to a motive of an expectation inside the prospects hezd.

iv) “The line is shoyeer at our counter’. Tnening your weak poiat into # sonrce of Strengiis,
. Qbviously, if you are not Ne. 1 and pat No, 2, the line has to be shorter at your _
counier is the common man’s logic, This is what he expects. After all, the mind gives
by genaralitios, .

Mow can Hertz tern around and sy that the Tine 18 a’so shorter &t their coiinter? In
- may ba—but who entered it in your mind with this ides-~ohvionsly Awls.

Weli if Hertz urna around and suys him is shorter af ovr countes slso.— ~how does the
oves simplified react back —on Herty Ime.mg busingss.
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vy Itis a difficult task 10 dispute this statement of Avis by"the communication specialist of
Hertz, not that you cannot dispute it, but you do not know in which direction the
water will nltimately flow. Avis has dore something which Hertz cannot Easily React
Back to. '

vi) Was Avis realiy trying hagder? Dror't make vs laugh—Even if they were trying it
would not have helped them. What heltped them was that they built that perception,
that image and that position, What matters is not objectively reality, what matiers are
the perceptions of your prospect. o

16.9 INGREDIENTS OF A LEADERSHIP POSIT T1ON

How de you get 10 be g Leeder?

Firstest with the nostest - S

Al least nine lcaders out of ten, became leaders in their product category because they were
the ‘Brstest with ihe mostest”. They were st 10 enter the prospects mind. With their leavy
pesources at hand and clear communication sitaiegy, they not only mapaged to enter the
pmind Firat but 50 boilt the First Strong Positicn iz the mind. When you first, recall what
we toid you earlier:

i be prepared to tell others, how you ae fisst;

i) commsmicale 1o oihess how you are first, be clear have an over simplified message;

tiy don't forget to selate it t0 something what is already there in the mind;

iv) to onzupy the first position’ i oue thing to make it a 'tirst sirong position’
fer this you need msources and the skill 10 use thege sesource—this is ghat
by the term ‘MOSTEST. '

The instalifity of ¢quaity _
1 you are first to launch a groduct and if very chose to vour heels, §gre 197 otlfer brand

being launched—it is a different kind of markeling situti
The situation could be catled as ‘fluid’. While you are the ﬁ%ﬁwh the product, close -

meéan

1o your heels is another brand. This brand could st march from you. Sperry Rand
was the first company (o launch a compuier, chose ir heels was JBM. TBM

managed to sieal the march. How? They put jga litileNgxira effort, wheu the situation was
tiuid, before Sperry Rand could actuslly 54 \ﬁ" en their First Fosition. History tells us
(hat in such a situation the brand which pa!s Me extra effort, the brand which juns a
livtle aster, wilt get aheadl. History also telis us THat when you steal the masch, in this kind
ot a fhiid sizuation you have gn exormous advaniage.

VWhen two brands ars close, one or thi officl 50088 OF will get ghead and the gap between
the 1wo widen and the brand which got ahead could remain the King for years. Therefors
we say (hul amongst equals, the sisuation is instable. ' '

Haw do you mpistain yoar lesdership? )
Recently Plejlips india bas made & strong effort e tainta their leadership, The agthar
thinks  is a classic exanmple of risitaining yuur Jeadership. Philips ndix fasaruma

special canipaign #or this and have released a series of advertisements in the dadlies regently. -

For your benefit we Quote some dates aud page aumbers on which these at_:l\rtniscm'e'liis
have appesred in Hindustan Tiines. ' ’ '

Hindnstan Times Dmity

iV 17th September 1990 (page YL

iy 2h September 1990 (page 17) and
iy 21si September 1990 (puge 19).

Philips india talks through cach advertisement, shoul one of their significant achievemenis.
i scverisement No. (i} the head line reads “Ryvery Body Knows Who Gave The World
Tise Xorny, Hight? --they give you a few choices, mind you ali mtemational names, cailing
yoeu to guess the cight mame, They and the advertisement, with & very briof copy exploding
the aiyth for you-—than it was Philips who invented the X-Ray twbe. They end the copy
with 2 sub-headline “Jor years, we've heen inventing the futwre.”

. !

They continue 10 Tsstegtgehen i your enind the leadership position, through 2 wmbet of
-advertisemests, each fume 1alking ahout 8 new invention by them fullowed by G same
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" React Rapidly ;

© India in

hold that position.

pattern of copy. Finally they released 2 full page advertisement in Hindustan Times on 24th
September, 1990 (page 13), summing up their significant achievements. In this ad, it is
interesting 10 note that the last subheadline of their copy “For years, we’ve been inventing o
the Future™ becomes the headline: The copy ends with a subheadline *1 am Philips. [ am
omorrow.” - o : ' -

Hindustan Times Daily . :

i}  25th September, 1990 (page 17);
il 26th September, 1990 (page 16);

iii} 27th September, 1990 (page 5Y;

iv) 28th September, 1990 (page 17} and
v)  20th September, 1990 (page 16)

Philips India to reinforce their leadership position, release_'d the above five advertisement—
all different but with the same concept. It is interesting o note that in these deertisemcms,

%I am Philips. 1 am Tomorrow” becomes the headiine—this was a subheagline of the fult

page advertisement in which they summed up their significant achievements.

In each advertisement, lﬁcy- bring a spokesperson to talk to you is what Phill

- how the future lies in Philips. The copy is brief. Four cut of five spokesperspns are their '

employees and the fifth is one of their dedicated dealers. The first advertisement shows the’
Chairman and President of their parent company at Netherlands—in the next ad the
Chairman of the Indian compaiy talks to you.

We have taken you with us through a part of the-compaign being run by Pﬁilips_ India w0~
maintain their leadership—the undoubted leader in quite 4 few product catggories.

We now come back to our originél questiog as to how do you maimain your leadership
position, When we discuss this with yoy, we Sigcerely hope. you will refate the concepl to
the Philips campaign already-discussed yop.

When you are 2 leader— ;
You Rub it in : See how Philips bing their leadership position into yopr mind.

Indirectly by saying we ple who invent the future, They do not say they are No.
1, they just rub it in. .

s Indfa is reacting rapidly as the other campaigns atlf:mp_l..to close the

gap. They don’t react.

d. So what they do they cover the bets—they bring in the human element,
they start he chairman of their parent company tatking to you and then the people
behind Philips India in India talk to you, A definite attempt to make you associate them
with their parent company. '

Cover %You might say that what Philips invented was not invented by Phitips

Do not disturb the enormous mental space already occupied .
Nirma is a name associated with detergent. Nirma bath soap, the recent Iat¥h is bold

move, it can disturb the mental space that Nirma occupies your mind as a ergent. Some
gquestions that are bound to be asked by the consumer in his mind and if they go

.unanswered convincingly, the mental space shall get disturbed. How can a soap, ‘Nirma’

bath soap be a good detergent? -

A dangerous propasition. It is safe (o avoid such a game for a marketing man, if he has 2

" choice. :

Enhance Your Product Category

If you are a leader, cutting into a very poor second will not really give you growth. Growth
will come if you consciously atterpt for the growth of the market as a whole. We suggest
that you ponder of over the ‘Lakme Winter Care Lotion’ example quoted earlier. Think
over what Maggi is doing in the noodles category and you would get to un rstand this idea
“a lintle better. L ' ' .

Change can Dethrone the Leader . | :
How did *Nirma' managed 10 get into the detergents market against the gian Surl?

. Nirma responded to the changing needs while Sur€ slept. Before Surf could think of acting,

it was too late, Nirma had already captured the position and build the strength around it to
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The market was growing at the low price end. There were consumers who wanted 10 use a Branding and Brand Positioming
detergent instead of a scep but could not afford. The market was chonging, Surf could have

jzunched a low price detergent and obviously it would have succeeded—Nirma would have

been nowhere : '

. -Strength of a Brand — Size of Market Share _ :
The strength of a brand lies in its market share and nat its size. Noodles is a small market
_compared to biscuits. Britania may have a longer turnover than Magei but Maggi s a bran
is stronger than Britania—it s the leader. _ S .

-

10.10 POSITIONING OF A FOLLOWER

If you are not a leader, nine chances out of ters, it would be a better strategy to build the
‘No. 2 position for yourself FIRST. - ' .

Well, if you are also not the No. 2 brand, scmeone else has already cocupied that position,
then what do you do? Nine out of ten chances, it would be a betier sirategy to fragment you
leader’s pie or find 2 *hole’ in a ‘crencaw’ which the leadt_’.r has left and has not covered it up.

There is no point going head on with the leader antil you have 2 strong reason, a very _
strong reason in your product to meke the consumer switch-over. Even if you have a strong
reason behind your product—there is ro point going head on with the leader until unless

you a big reasource of money and talent to back you up. Even if you had all this, we still

say there is no point going head on with the leader until uniess you have the guts io take s
defeat because the element of luck will probably favour the giant. Do not get disappointed,
you can go head on with the leader. I you have all 2nd 2 great Positioning idea, we will
discuss this a little later with you. Let us discuss what you can do when you arc 2 follower.

~ Do you copy the leader? " \
If you de, you are aot making a mistake, you are pot falling into 2 trap, you pro ly are
meking a Fatal Mistake —Ninetynine out of hundred times the conseq ili B fatal.

. for the benefit of the teader.

Can you afford 16 copy a leader? . . ' _ :

Yes, when the situation is fluid. When the battle is between, When the consumer has
still not awarded that No. 1 position to anyone. You have the §gfacy snd puts to pour in
far greater than your competition and your competitig Gynnct 8r does not react back. But
then, if you are equals, in ali probability yoar comg react back and with
probably equal noise it not more. Therelore it 33ill be strategy o do something
betier, differently faster and sironger and to take the bead. There is no point
geiting inlo a betling gare. : . : :

You marketing noise, your advertising Hangams will probably be r_z@:red

If you are a follower a better sirategy as we said 1S to find fora creneaw, whick your leader’

has left uncovered. You wili have (o Scan the Brand wlready there in the market. You will -
have to Scan the Consumers Mind. You will liave to get ifto the mil dof the consumer, know
his perceptions and Find a weak point, where you build » Strong Smali Foriviss for yoursell.

Figure IV shows a few ways te find such holes, it also gives some examples, siudy these.
Do not close your mind. thers can be many mote ways: ’ :

Figure IV
SIZE ' HMGM PRICE
Amul advertiszment o CAIVAS REGAL
for & small bar of chocodate ) :
s SMM‘U\
CLASS “SOME WAYS - LOWPRICE
“NIRMA BATH — TOFIND A =——————— "N{KMA -

- SOAP” : o CRENEAU_ - _ DETERGENT”
g 7 o S
FAREX"  “Ms FILTERS"
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UNIT 11 PROMOTIONAL SCENE IN
INDIA—THE MEDIA

Objectives :

Afier having goge through this unit, yo shoutd be able to :

Give a compiete averview of media scene in Indiz

® Discuss the rationale and inputs for the media selection decisions
® Give a comparaiive evatuation of media in India

@ Describe the media habits of Indian consumers

& Evaluate the marketing implications of these media habits.

Structure

11.§  Introduciion

11.2  Media Selection

11.3 iMedia Status in India

114 The Press Medium in India
11.5 Television in India

116 Radio

i1.7 Cinema

113 Video

119 Acrial Advertising
§1.10  Railways Advertisiag
11.11  Oft-the-Wall Media

1112 Summary
11.13  Scif-assessment Questions 0

11.1  INTRODUCTION

Thus far, you had been exposed to th jlity, design and usage of promoticnal medis
in terins of conceriua! strengths and wea - This wikl have heiped you in identifying
jour media options and siretegic directions For your product(s) or scrvices, company and
the industry that you beiong to. ' '

Nevestheless, vou reod to know something else too — ie., an introduction to the world of
realitizs of media scene in a countey that you are working. Thus, the mediz manager of
Hindusian Lever Lid. (HLL) will kave 1o be familiat with what are the major characteristics
of promxions vehicles i India because the company even though multinational in
characier, connol expect 10 implement all jts media ptans in India in view of inherent
Himnitations atd peeeliarities of media scene in [ndiz. The same is true for a new

company/ praduct entoring the Tadian market for the first time, o0 know media availshility
through facts and figure. :

The aim of this usit is to provide substence to megia planners ‘dreams’ and ‘expectations’ as
1o what they cas do and what they caanot possibly do. '

117 MEDIA SELECTION

From the user's pr':im.\'gf view let us first iry 1o assess the sequirements that 4 media manager
aould have of a suitable medium. Table 1 provides & checkiist of question neaded to be
ssked for a media seloction. A good media manager decides on how he/she expects the
tmedia 10 WOIk, by measuring & given medivm on somé evaluative criteria. The following

i, .

S

tabls pivzs one such guide. N

\
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Decislons

Tnb&'l : Checklist for Media Selection

. Considerstions

Ohjectives

Resch  Frequeacy

Contiruity Pukiug

L Mmgeneéds

#. New or highly complex message, strive for

« Dogmatic message, surge ai beginning, then

® Reason-why messages, high frequency at first, then
» Emotionally criented messages )
.

When message is so creative or product so newsworthy, they

force attention

2. Consumer pun:llase patterns

To influence brand choice of regularl}r purchused products
As purchase cycle lengthens, use

To influénce érvatic purchase cycle, strive for

To influence consumer attitudes toward impulse purchases
For products requiring great deliberation, alternate

To reinforce consumer loyalty, concentrate on

1. Budget levels
® Low budgets, use
# Higher budgets, sirive for

4. Competitive activity _
® Heavy competitive advertising, concentraie on
® When competitive budgets are larger, use

.S, Marketing objectives

& New product introductions o mass marl
‘@ Toexpand share of marker with ney uses for ol
#. Ta stimulate direct response frog i
o To create awareness and recogn! i

 When message is doll or produc! md:sungmshablc, strive for i3

WoEE W™ A A

iz

To influence seasonal purchases, anticipate peak periods with - # #

=

Source “Media Planning &

Besides checklist, media se
approach is alw wed

ion is often a creative art in which imagination and unigueness of
ith respect and admiration.

Table 2 prgvides cheative advantages and disadvantages in selecting a certain medium.

Table 2 : Media Selection : From Creativity Perspective

Creative disadvantages

Creative advantages '

" Newspapers : Loss of identity, especially in reproduciion of

halfiene illusteation. Too many ad-format

varialions amang newspapers. Yariance in

column widths. Difficulty in controlting ad
position On page.

Maguzines : Size not as large as those of newspapers or
: posters. Long ciosing dates, limiting fexibilicy.
Lack of imediacy. Tendency to cluster ads.
Possibie difficulties in securu:g favaurable spot
iR an issue.

Televislon @ No time 10 convey a Jot of information. Air
clutter {almost 25 percent of broad casting is
* nonprograming material). Intrusiveness (TV
tops Jist of consumers” complaints in this
respect), Capricous station censorship.

Radio - - 1 Lack of visual excitement. Mavering attention

) span (manyj.ggﬂ_un tune oul commercials).
[nadequate data on listening habits {when is
She. ‘l:sr.ener" reaily listening?). l'-'leetmg natire
of nmsage

Direct mail  : Damper of state, federal, 'and postal repulativns

on creative experimentabons. ersordip ofien
unpredictable. Formula thirk:re snoruraged
by “proven™ direct-mail tract revesds

140°

‘Almost am)..r ad size available. Impaét of black

against white (stith ¢ ae of the most powerflt
color combinations), Sense of imediacy. Quick

respaiise; easy acocunish
Chnngos possible at shon

High-qua]ity reprod uctic
Accurate demographic ir
Graphic opportunitiss (i
benday screen, Teverse Ty

Combination of sight an

ility. Local emphasis.
t notice.

n. Prestige factor.
pformation available.
se of white space,
pe). Color.

i sound. Movement, A

single message at a time. Viewer's empathy.
Opportunity to demonstrate the product.
Believability : “What you see is whal you get™

Oppertunity 10 explore d. Favourable 1o
humaor. Intimacy. Loyal Jollowing (the average

person listen's regularly tp on about two

slations). Ah_ilily to change message quickly.

Graphic and prodiction

of three -dimensional effe
pop-ups). Measurable. A

Pexibility, such as use

ct (klding, dig-cuts,
s scientific as any .

ather form of advertising.

Highly personal. .




Posters : Essentially a one-ling medivm with only & Griphic opportuities. Color. Large size. -

hmile:! Ppponunity 10 expand oh the. Highfidelity reproduction. Simpie, direct
advertising message. Insdequate andiznce ppproach. Posstbility 'of en exticely visual
research, especially in transit advertising. message. ' '
Point of sle : Difficulty in pinpoiating audicnce. Failure of  Opportunities for three-dimensions] effects,
©resadbers o make proper use of materisl movement, sound, and wew production
| . submitted fo them. : tochnigues. ’ .
Soumrce : Advertising Media in p. 478

Activity 1
a) What creative disadyantage: and advantages can you suggest to add to the list?

b) Select one leading advertiser and explain why the primary medium they use is
specifically advantageous for their product from a creative point of view.

“Activity 2 :
Identifv one ad each & & Sunday supplement of 2 newspaper and a weekly magazine and

review if they have the same differences as brought out by Table 3.

of the relative attsactiveness of differak{ media on ihese

Togeta degree of understanding i )
dia. rase ouimportarit media consideration. Table 3

criteria, et us see how different me
provides a comparative evalustion of media in Endia.
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Promotional Scene in India—

113 MEDIASTATUSININDIA — ! Ll vl

Factors and Forces T _ . _ .

Beyond facts and figures, there has been a substantial qualitative improvement in media '
status in the country. Both the demand and the usage of mediz has been on the rise. Several
faciors have been accountable for this rise : : = C

. @ Economic libe_ralizaﬁon commenced by the Rajiv Gandhi government, both in the

consumer-and industriat markets, necessitated a different approach to markets. No longer
did the industrial policies and rules impede the expansion and diversification. ' :
Competition was the ‘new name of the game’. Naturally, media was treated as an ‘ally”

in meeting competition. - '

& The markets were flooded with innovaiive, new and improved products. The traditional _
placid markets came suddenty to life. Media provided a significant vehicle for these
products. : i - . :

® There was an urgency in the efforts to defend market shartes by the traditiomil leaders of
both consurer durables, non-durables and business products. Thus, Bajaj Scooter, .
feeling anxious about the new entrants, was compelled o defend its market ieadership
and use media in the process in a perceptibly bigger way. :

® There has been a marked departure in-anaouncing financial securities and shares as if
they could also be marketed Jike soaps and toothpastes. As in these products, every
company entering the capital market with mini or mega issues, felt the need of media in-
popularizing them. Relianceand L & T are the more recent illustrations of this trend.

® - There is now a greater intimacy between media suppliefé and media users in
Media suppliers provide latest data about their reach and frequency 10 ni

advertisement, more effective. ‘Value for money’ is the new slogan of media ers.
@ Marketing research i being increasingly used by both media suppk wsers. This
marketing research is used for both positioning the advertisement 28 tive use of

reach and frequency in getting messages across 1o the consufh public.
& The public préferemxs, knowledge and attitude towagd medifto ‘has substantially

changed. The awareness and appreciation of peo

‘the Ihcrease as to what media
can or cannot do. ' :

® ‘Realizing fully the monetary gains and impéridnge of media selling, media suppliers too
‘have modernized the media services. ThereNghowa marketing depq;t_m:nt/section/celll
execulive in every major newspapet, magazindfnd journal to look after this business
exclusively. More personal or indirect contact points have been set up for the purpose of
seliing media 1o the advertisers and the agencies.. S :

Activity 3 ' . R
Evaluate the above trends of changing media scene in fndia and add two more trends that
you may have observed : - . '




Trend 2 -

Media scene in India is illustrated by Table 4, which attempts to show co l.[Izusu:lt:rati-:‘.;ns of

exposure, habits, income and other tnedia—features in the context of de

lographic variabies

like age and income. Table 5 gives s very general view of Metro medm habll& espec:ally

useful to those media planners targetting at metro markets.

Table 4 : All india Media Scene
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Particulars Press : Cinema - Rudio Others -
Exposure by Sex g, _ ' ' ' .
Men . 678 ) 670 ) 415 . |B58 .
Wemen 4040 . 554 L 354 T4
Habits by Sex o
Men' 586 : 506 3_4.1
Wamen 6 . X B { I
~ Habits by Income . S
Up to Rs. 750 4530194y - - 47 28.5 (23.2)*
- Between Rs. 750- - ) -
500 75.2(491)* 5.2 (39.4) 42.2 (429
.~ Rs. 1500 + 885 (714 \ 6.4 (46,0 “44.7 (55.1)
Hahits by Populations ' : '
Strata/Sex
Below | lakh 49.8 (32.7p 658 (2.7
"1-5 lakhs L 5540375 48.8 (34.5)
_ 5 lakhs + S 27321 49.1 {49.99*
Habits by ) i
Below 542 (415 86.8 (80.5)* 96.3 (91.8)y
Graduate - 485(403)* - 618 (838y 60.2 (55.7)
Graduation and - ) N .
above 32.9(36.9)* 48.1 (53.0) 451 (57.0)*
Hadit by Occupation - : :
Clerks/
Selesmen T OB23 ' 84 341
Professionals/ . . ' : _ :
Business/Self B82. . 50.2 . 396
" Skilled & Un- ' -
skilled workers - 373 .46 289
Students” . §27 9.0 487
Non-working - [
Womea . 273 . 317 298
* Figures relating to women ’ )
Source : Compited from the Pre. : & Advertisers Year Hook, 1987,
" Table § : Metro Media Habits
_ ) Bomibay Caleutts Delhi Madras.
Fress ' 631 499 50.2 "64.2
Television - -44.7 187 5i4 422
Cipcman . 327 378 382 548
Radio T 542 ' 4469 - 562 69.2
Sowrce : Ttre Press and Adverisers Year Hool: 1987, p.375(0)




Activity 4 .
A market of premium products in cosmetics and beauty aids, wishes to aflocate funds for
Delhi Media. Advise him on the budget allocation.

114 THE PRESS MEDIUM IN IND_IA'

The medium of print has atways held the pride of place in the world and India is no
exception. The power of written word has been recognised since the era of shared .
information, [n the recent years, when press and print roedivm 10 general feit threatened by
the onslaught of *visual’ medium, in particular the lelevision, several leading exponents of
print medium began on concerted exercise to woo back its audience and, by implication,
advertisers and adveriising revenue. : :

Nonetheless, press still enjoys 10p position as a promotional/media vehicle. In the
susbsequent pages, it wilt be evident that no media planner can atford to ignore print
medium in his media plans.

Print media habits in India are surveyed and articulated at several regular intervals through
the National Readership surveys in India. Exhibit | provides major findings of k@89 survey.
Exhibit 1

Media Habits of Hindi Belt in India :
. The Naticnal Readership Survey, 1959

Findings
e 8% of rusal populace read newspapers as against 0% of the urbap counter
« % of the rural women and 127 of the rural men read newspa
o 40% of the readers of newspapers and magazines are in the 1 .

e 10 of the urban adults read cuglish newspapers a8 apainst lesy one per cent of the rural. This percentage

of Hindi daily is 42% and 5% respectively. Q

® While approx 10.7 lakh adults restricted 1w urban d
urban and Tural areas read punjabe.

e 22.7% of the adults are regulur Doordarshan viewees (folf tmes 3 week or mote). Half af these viewers are in
15 35 age group. :

® 207 of the pupulace lisien 10 All India Radio, About 1 7.6% of rural adults listen 10 Yividh Bharati against 297
of the urbanities, !

e 15.6% of the rural women and the regutar Vividh Bharati listeaers- 1he english for any media tan has reached
rural women.

®- Only 10% of the adults pa to a commaurcial hali for a film.

rdu publications. about 16 lakh peaple it both

_The sarvey covered Punjab, J&K, Dethi, UL, Bihar, Haryana, Madhya Pradesh, Rajasthan and Himachal Pradesh.

Figures { and 2 provide the {igures pertaining 1o cxposure and reach of print media in 1990,

THE REACH OF PRINT
(ALL INDIA)

TOTAL READERS: 9.98 crore

Figure |
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Decisions

EXPOSURE TO PRINT MEDIA

BY INCOME

BY AGE

Upto
Rs.750

{Flgure in per cent)
7? 6

0=
20=-

10 =

(ud

751-1500
1501-2500
2501-4000

4001+

{Figureg in per cent}

Source ORG: [990 ADVERTISING AND MARKETING ’ Charts by DiNESH MAIDASANIIQPC

JEILY 1990

Flgure 4

A study conducted by Operations | Reseeich. Group (ORG), reported by me Press Trua of lndia (PT_I] on February

5

1989, haghllghu:d the following about the ladian print media in 1988,

The Press udverusmg in fndia suipassed Rs. 700 erores in'| 988, marking 2o armuai &
Censumer advenising in the Indmn pEss accoumed for 40% of total advertising expe
30% in 1987,

sowth catc of 16 5 'pcr cent..
adliture in 1983 as agnlnst

Public Sector underlaklngs. both in the stale an rral sectors left the private sector behind in pre.-m

advertising,

The most advertised consumer producis and ! in terms of expenditure, were teevision sels, lextiles ond

garments, rewspapers and magaz
single largest provider of adverti
There was a marked improvernc
leves of Rs. 2.5 crores.

nue after government releases.

le accounied for 5&.4% of all press advertising
daig file on them

Table 6 : Readership by Language

tional opportunitics, housing and Feat estates. Lonenes were the

¢ sector advertising. The service advertising produced an outtay

f !l press advertising,

BuRgE : ’ Reudership (In lakhs}

Hindi
English
Tamil
Malayalam
Marathi
Gujarati
Bengal
Teluge
Kannads
Urdu
Oriyz
Puinjabi
Assamese

* Soarce : ORG 1990

Tabvke 7 : Top English Publications

Mame

Readerstdp
{in lakhs)

Daities

Tadian Express
Tines of Tndia
Hindi
Hingdusian Times
Dicican Herald
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42,52
3536
2547
20.63
10.20




Magazines

India Today 6190
Competitian Success Review 4100
Reader's Digest 32563
The Blustrated Weekiy 19.10
Sportstar 18.48

Source : ORG 1990
Table § : Top Hindi Publications
Nazre Readership
{in lakhs)
Dailies
Punjab Kesari 48,39
Mavbhazat Times 44,34
Dainik Jagran 3333
Rsjasthan Pairika 3205 ©
Amar Ujala 30.80
Magazines .
Sarita 65.82
Manohar Kahaniyan 57463
Mayapuri 47.38
Grih Shobha 47.32
india Today 4477

Source : ORG 1990

Table 9 : Top Reginnal Publications

SN

Mame
(in takhs)
Dailies v
Malayals Manorzms (Malavatam) - : €123
Daity Thanthi { Tamil) 4537
Maibvuthoom: {Malayalam) 4208
Fenadu {Tclugu} 37.34
Anandaz Bazar Patrika {Bengali}, 34.55
‘Magazines
Malavals Mamsrama (Malayalam) T0.42
Kumuodam § Tamii) 58.16
Mangalara {Matayatam) 519
Arandz Yikatsr {Tamil} 32.22
Sndha (Kanoada) ngR
Source : GRG 193
Table 10 : Al India Press Scene
Parsiculbars - Dygifins Magazines Publicaiions
" Exposure by sex .
Mo 520 438 386
Women 229 7.3 315
Habits by Age -
i5-24 L8 @67 301
2544 41.4 182 2.5
45 - 341 459 315
Pocich iy brcoms
Ugto ke T35 6.5 53.7 714
Rs. 7151-1 500 248 50.6 68.7
Re 1500 + I3 638 8.t
Hench by Population Strata )
Below § lakh 303 285 315
i -5 takhs ELEN %2 437
5 talhs 4 3 56.7 553
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D&hl«u Particulars Diailies Magazines Publications
Reach by Education i
Below S8C 316 34 490
Between SSC & :
Graduation 727 69.4 4.7
Graduation ) '
and above . 375 - B3 950
Source ; The Press and Advenisers Year Book, 1987,

'Ne_wspapers
-Newspapers, the cliche goes, wake us up everyday to everything. Thus, newspapers emerge
as an all-time importanm medium. Table 11 and 12 present facts on the number of rates of

NEWSpapers.
Table 11 : Number of Newspapers
Dailies - Weeklies Total
Hindi : 554 2900 3454
Urdu 182 ) 723 )5
English 138 440 57%
Marathi : 132 39 528
Bengaki 52 433 435
Kannada 93 ' 173 266
Tamil 113 134 o 247
Malayalam . 118 125 243
Punjabi ) ) 29 192 224
Gujarati 4] 177 2i%
Telugu 42 167 . 209
Ohriya : 7 42 59
‘Assamese 28 Ll
Sindhi o 7 22 29
Sanskrit 2 4 6
“Kashmiri - - ' 1. |
Onhers 42 67 109
Bilingual 35 382 417
Multi Lingual 9 68 ) 77
Source : Compiled fi a Year Book, 1989
le 12 : The Rate Hst of Leading Newspapers in India : An [Nustration
Publication Edition - Circutation  Readership Rate - Rs.
: {in lakhs) {in laihs) eod cm
Gujarat Ahm, Sur 28 14.0 180/
Samachar Bar, Bom . fold rate)
Deccan Herald - Bangalore | 1.5 7.5 LLYS
(Jan I, §9)
Prajavani Baigaiore 20 LKL RO/~
- . {fan {, §9)
Patrika Grouwp Cal, ISR, Kanpur : 2.2 110 o0/-
Lucknow Alid {Apr 1, BB)
Sgkal Pun, Kol, Bombay 1.6 80 74/
. . {old rate}
Dainik Bhaskar Bhopal, Gwalior, 11 5.5 125¢-
TIndore, Jhansi, Raipur (Jun 1, 89)
Bombay Samachar Bombay 1.4 7.0 704
{May 1, 89
Tribune " Chandigath L6 80 90
{(Apr 1, §9)

Sourve : Self Compiled.

11.5 TELEVISION IN INDIA

Doordarshan-network had 266 transmeters as on Oct 8, 1988, to be incy te 430 by the
end of Y1 plan. The country will have 48 TV product .« entres by then. Del i, Bombay,
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"Calcutta and Madras bave second chennels now. Since 1984, via INSAT-1B Doordarshan.
tetecasts directly a variety of higher educations! and entertainment programmes. A national
programme for & minimum of 155 minutes daily is on from 8,40 p.m: to 11.15 p.m. Since 1987,
a daily moming telecast of news and light features too has been introduced. It is estimated
that by the end of 1988, Indiz had 12 million TV sets—a quaatum group from a production
Tevel of 2 few thousand sets in 1970, It is estimated-that the number of total sets will grow
up to 29.2 and 45.6 million sets by 1990 and 1992 respectively.

Whether o1 not the gowemmem’s expansion targets are met. On schedule, there is no doubt
that television is going to be an expanding medium. Of the incremental sets likely to be
bought in the years to come, a significant number will penetrate into the middle class
households. It will also become thie primary source for household information (substituting
radio) and entertainment (substituting cinema) and thus, the most attractive medium for .
advertisements.-

The Impact of colour : About 25% o.f the existing televisioﬁ sets are colour, a;md.i-his ratio
will go up to 50% in the years to come. This provides a very big opportunity for advertising.

The Sponsored Programmes/Channels : With the introduction of sponsored programmes,
there will be an attempt to produce improved quality programmes. It will be betier than
what Doordarshan has been able to produce. This will vastly improve the entertainment
value and the consequent viewership. As it will also increase the clutter of Commnercials, we
may see subject related commercials. On TV whatever it is, the advertisers cannoi afford
not to invest in this medium.- :

Table 13 : Revemues of Doordarshan (1992-88)

Year ’ ’ Revennes ' o &h
198283 1589 S
}983-84 1979 . 24.54
1984-85 . ' C 3143 O 58.81
1985-86 60.20 91.88
1986-87 9832 6332
: 19&7.33{3“ Months) 10000 - —

Table 14 ; Cosf on Television

for 30 Minutes Frogrammes

Caegory Nationzl Dethi, Bemabay Other Kendras
! * +LPis )
Super A " 60 seconds ' 90 seconds . 150 scoonds
A 90 seconds 90 seconds 156 seconds

B : 120 seconds I50 seconds 150 seconds

Noie : 1. Category Svper *4' incledes 9.00 pm 10 9 55 pmoevery day. -
2 Caegary ‘A’ 9.5% pmi 20 10.30 pra and 7 am to 8.15 am. Sunday Moming Transmission.
3. Category "9 Alwreoon tansmissicn and 10.30 pm onwards.

Source :Th'e Press & Advesisers Yesr Book 1987

Table 15 : Rate Structure Spot Buying : Per 16 seconds (in Rupees)

"Category  Nanon) Dl Bombay Cal/Mad/  Scinngar
it Reley on its Basg/Hyd/ - Guwshati
Tezn. Relay Abaa /Lo /
Traa Chandig/
. Del/Bona/Mad.
Super A 70,000 22,0600 18,000 7,000 2,000
A 40,000 © 12500 9,000 5,000 1,500
| 20,000 5,000 4000 2000 1,000

Souree ; The Press and Advertisers Year Book 1989,
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Tabie 16 : Rate mmwnwrumwmps'(r Rupees).
(30 minutes with 40 seconds commercizi time) :

- Note: * 1. Sponsored Programmes produced by Doordarshan. .

116 RADIO

" 7,10,15.20 and 30 seconds, which af

Natipnal ~ Delhi Bombuy  Sridsgar md Others
1 2 3 4 2 3 % 2 .3 1 2 3|1 2 3
Super A 258 158 258 78 38 855 S0 20 S0 75 5 14 |24 75 IS5
A IS8 100 250 44 24 BSS 24 16 SO 4 5 14 14 6 15
B 75 70 250 225 18 855 12 12 50 3 5. W 7§ 25

Souree : The Press and Advenisers Year Book 1987.

2. Sponsored Programmes produced by outside Producers.
3. Sponsored Programmes imported by outside Producers.

'Broadcasung in India started in 19';'2 wnh privately owned transmitters in Bombay and
- Calcutta, which has later nationalized and renamed in 1957 as Akashwani. it|has now 94
" Radio Stations, 134 MW transmittess with 6,794 KW power, 356W transmitters with

21725 KW power and 4 Vnf (FM) transmitters with 60 KW (ERP) power. Thls covers
95% populauon and 86% of the area of the country.

Since May 18, 1988, 2 national radio channél ericed broadcasting programmes. The

* News Servioe dit ‘sion broadcasts everydaf\73 ndwsbulletins for a duration of over 36 -

hours in its home, external and regional serv ¢ Vividh Bharati services lprovides
entertainment through its 29 com adcasting centres, 10% of the total broadcasting
time is allotted to advertisement. ising takes the form of sportssold in units of
wtErspread between programmes. A capsule of sports

. .contain a maximum of 4 sp na total of 75 seconds. -
Table 17  Revenues of Vividh Bhacati
Revenae i % growth
(in crotes) :
198283 15.51 R
. 1983-84 o 16.07 0.04%
- 1984-85 15.69 B . -0
I9B586 _ 1982 : : 26.32%
1986-87 20 ' o 1741%
Tabie 18 : Rates for Spost Advertisement and the Checks
' ~ (cBS) '
] Caiegory DuraﬂmolSemds Group's/Time Category
. Daration of A B c D
Category Seconds 1 1L I -) O mW 1 o m § w
T7 7T 80 fw 68 120 B0 S0 0 S0 X0 ’w @ 25
| 10, 240 170 8 170 120 0 00 0 50 ) 60 35
' 15 C360 250 120 250 170 100 §50 100 7D 120 9% 5O
20 470- 3200 160 320 220 130 150 130 90 150 1200 65
30 700 . 450 230 ;.-450 20 100 270 190 120 330 170 %0

Notes

AL Grmtp{A} means Delin Gmup(B) mcludu Clhm.l. Madras, Hydcnbld Bangalose, Aimedabad, Kanpur,

Vijaywada; (C) includes; Jaipur, Beroda, Luckrow, Indore, Allahsbad, Pune, Nagpur, Jullunder, Trivandrum.
Tiruchirapalli, Patns, and group D Cuttuck; Srinagar, Bhopll Jodhpur, Ranchi, Calicut, 8z,
Chandigarh, Rajkot. :
2. Cawegonies I, IT and 1M1 aee for different Tlmlngs of 1the Day.
3 2% exink will be charged for fixed sport, special position and time check.

. Somu.‘!‘he?rmmdhdvmsm Year Book 1987,
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11.7_CINEMA — ™ T Met

For a considerably long time, cinema reigned as the supreme medium of visual
entertainment and information for [ndian masses. At least, till the advent of television in the
country. There, thus, occurred a brief decline in the popularity of cinema. However, figures
in the recent years indicate that it has again picked up as an altsactive and captive vehicle' -
for promotional measures while-Fables 19 and 20 provide data about the medium, Table 21
compares television with cinema. ' o -

Table 19 : AB India Range.of Weekly Seating Capacity
and Cost per Reach Via Cinema Halls

Al India Ranges of

Poputation
Strata : P . : . '
Weekly Seating Capacity . Cost per Reach is o Pais

A Chass B Class C Class A Class B Class . € Class
Below 50,000 . -~ — . Joe0s-i7e®r’  — . - 2358
50,000 1o 1 lakh 1505722155 10626-20552 . R 0.65-1.0 22-1.10 -
1lakh - Slakhs = 10018-32284 1820622568 — 0.46-6.40 2593 . -

% - 10 1akhs 19608-30808 21644-20028 16744-28728 8.52-.08 3857 C.24-44

10 - 30 lakhs © 25312-33208 17544-33656 17892-26320 - 087-140  60-90 37-.60

30 lakhs & above  25752-32084 19516-25872 1705224388 1.25-1.54 B4-1.26 40-1.0

Source : Compiled from the Press and Adventisers Year Book, 1987.

Tabie 20 : San AM India Picture of Cinema Medium

Partlentars o Types of Cinemns Halls

(Poputation) . . ACws ° BCms . CChw TotaNofof Clnema
50,000 and below ST . 2498(652) Co= W43 65T
50,000 - 1 takh 19 (825) neqmsy . L o~ 7 1m3(8h
1 lakh - 5 takhs CL0{99%) 969 (840) - —~ 7 1079 (856
5 lakh - 10 lakhs 167 (997) 205 (865) 546 (R78)
10 lakhs - 30 takhs 125 (1052) s393y . Isglien) - N5
30 takhs and above 17401916) © © 102(841) 191%775) . 471 (863)
Total No. of Cinema . ' o . .
Halls : 550 {1006) 4526 _ 4TI . 5548 (764)
Note : Figures in the brackel refer lo average seating capdg c cinema halls.
Spuree : The Press Book 1987,
Table 21 : Reach of TV Vs Cinema
(in an Alphabetica order)
. All aduks - Rs. 1501 + Income) - .

Mini = Metros ' TV Reach % . Cinema Reach % _ S

Abredabad - 3B 9.7

Bangalore 51.7 55.7

Hyderabad : o 61.5 . 635

Jaipur : 526 I

Kanpur . 46.5 C 96

Likknow - ) : - T 5 TR Co

Nagpur ] o 58.0 : . 473

Pune ... . 68.1 294

Source : The Press and Advertisers Year Book, 1981, p374(c)

11.8 VIDEO

Video as a medium of expensive but convenient extertainment has emerged very,_strongnj of

1ate. This is evident through the increased aumber of video sets (VCPsand VCRs). While Table
21 gives a population bresk-up of video sets in major cities. Table 23 gives 2 quick count of
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Promotionat Management the-video set population and Table 24 details viewership DFL‘TUL"&U among \lldeo viewing
Deecisions : households ‘

Foliowing are some major observations about video as Medium:

i) The number of video sets has grown in the last four years tremendousty. The
distribution of video sets too s fairly equitable in geographical terms. Iy fact it is said
that most of the villages and suburbs are served by one or two video parlours. Thus its
reach is quite reasonable. - . ‘

it} It has emerged as an aliernative 1o cinema halls. If not, at least it has become a major
competitor to cinema. Realizir 2 this, many film producers and distribulors who had
been opposing video culture, ha\«t: finally accepted it as a fact of life anij started uslng it
in their cfforts, '

Table 13 : Video Sets {In Lakhs) ‘

West : © 55
Nurth ) 55
Euast ’ .- 10
South . ) 40
Tonal ' ' 18.0

Tahle 24 : Viewership preferen-l:cs {Among video viewing householdsk

: Average No. of Cassettes .
Viewership viewed im 2 month

a I %
Latest Hindi films £8.0 ‘ 3
English films 62.0 ) 2
OHd Hindi fiims p 6l0 - - I
Regional films : 1RO 0.5
Hiba films 80 cgligible
Pakistani Serials . 80 llcgligiblc
| 63

for ifformation purpose too—particularly relating to investigative
Wto news that is normally neither covered nor will be telecast by
strack from India today is a representative example of this trend.

i) Video is being
'Jouma]ﬁm

sed for entertainment about the ‘gossip’ or ‘events” in the film industry.
petitive medium for ‘glossy’ magazines that have multiplied in the recent

times indicating the heightened interest of people m what film celebrities do. Motivated
| . o by this several video-film magazmes such as ‘Lehren,’ elc. bave b::en m}roduced

| ' V) Vide

v) A major prob]em in video medium is ‘cluttering’ and zapping-up of commercials.
‘zapping-up’ is more fregquent in the event of a ‘chunk of commercials” while no doubt,
it reduces the importance of video medium. ‘

|
11.9 AERIAL ADVERTISING l

The concept is popular in US and came to India in 1985 by Sky-ads, a Bombay based firm,
The aerial banker services involves 200 fi % 5 ft fibre glass mesh banner held by aluminium
alloy rods and towed by a single seater single erigine aircraft fiying at 700 f. to 1000 fi.
above the ground, depending uporn the population zone. i

The banner message length can be upto a max. of 40 english alphabets including the emblem
and the chzracters are scarlet as one can read it in the biuve sky. The flight is4wo hour
duration. The flight costs Rs, 20,000 for Bombay all inclusive. The monih]'l’ rentals for
balteons is Rs. 5,000 for 19 ft = 25 ft bliraps. It offers advantages Jike -

® Targeting and’ reaching the aud:ence is-most effectwe a0t possible o aclueve in print or
broadcast media.

® Reaching a captive audience like in cricket matches, public rallies is more effective
through aerial advertising.

® Since there are so rany festive coeasiom and melas, this will be very effective.

152 o
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Airport Advertising _ : .

Advertising at Airporss is mainly done through glowsigns and show window. While the
former offers us the benefits of colour, light and motion, the latter are used for

demonstrating the products at prominent places at the airpost. The Indian -Airlines and
Vayudoot carry 26000 passengers on its network with an annual growth of 30%. On an
‘average, apassenger has to wait at the airport for more than an hour—a captive audience for the
marketers., The tariff for advertising media mix is as follows : (Tables 25 and 26}

" Table 25 : Tatill for Alrport Advertising Media Mix

. Particalars . Puagition Art work Tarift Per © Circulation
o (Cms) - ~ thousand .
1. Passenger ) : )
Tickets Back Pg. 2028 ! 35000 National
2. Boatding ) . : ‘
Card Back Pg. 2.5%5.5 20000 Nationat
3. Cabin : . ' - :
Baggage - i :
Tags © BakPg 45%25 : 90.00 © Natwonal
4. Regd. ) . '
Tags Back Pg. 5x4 20.00 National
5. Sheet : :
- Time Table . ) ’
Tags Front/Back T=7 20000.00 International

Source : The Press and Advertisers Year Book, 1987,

Table 26 : Outdoor Hoarding Average Rates

- Sige 20" x 107 5 \

Metro Cities 6000 (Dethi) 3000 {Hom) . 2500 (Cal) 2000
Towns 5-10 . 600 ' . ) :
lakhs - o

“Towns 1-5 150
Takhs

Sowree : The Press and Advenisers Year Bouk, 1987,

'11.10 'RAILWAYS ADVE

Railwajvs occupy its place in the mind of media¥planners as the most important vehicle in .
“transit-advertising.” The number of travellers per day m Indian trains and-the fiours (even

days) that are spent in them enhances its importance. Table 27 provides a ‘media mix of |
Railway advertising. I

: Table 27 ; Media Mix of Railway Advertising
® Station Hoardings ) : . :
# Railway Bridges Hoardings

® Rosters :

® Inside Carriages Advertising

# Reverse of Passenger Tickets

® Sign below clocks

@ Closed circuit televisions

11.11 OFF-THE-WALL MEDIA

Exhibit 3 provides an {llustrative scenario of off-the-wall media options. These options score

 over others in-terms of noticeability and creativity. Relatively speaking, only recently, the
Indian promotion experts have begun to work on off-the-wall media. However, it is restricted
1o A and B class towns, besides the metros. '

Exhibit : Emerging Off-the-wall Media : The Shape of Things to Come

# Advertiing via telephone ’
“You can purchase 30-second messages in which the advertiser supplies the company with relevant sales-poins.
" They can be taped, introduced by 4 live-pitch person. ot both. “Where to Buy” telephone services identify retailers

of specific products In:_nm consumert’ inquinis.
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~ service of Tetpil business.

@ Taxicah adwrusing

. Theater-screen advertising

'fence'?’ Mention at least two 0

L) Aenal bnnmrs and lights
Banmers, usually more than 30 feet long, are pulled by low-flying planes. After dark, uavellmg agrial hglm can -

display messages of up to 90 characters.

» Balhens

- nendwnnefsmmgcmmpmnedonthebulmm Ammmmmmwamm.

. Coptermedia
This method vses thousands of hght bulbs nmunted an a 40-by-8 foot billboard frame o 8 slow:flying helicopter.
The effect is that of a brilliant flying electric siga ﬂoatmg zhout 500 feet abave thegmuuﬂ ' -

eHandhills : .
Hanudbills are slmp!e sheet oi' papes with beiel advemsmg messages which may be sli um:!er windskickd wipers
or hung on door knobs. Distribuied by agents, they are one of the least expensive met of advertising o local -

eLitter m:epudes

Some ma;or cities offer space on ooncme h\ter mceptadu at ma]or commerm! mlmwtiom.

& Paper-hook advertising

. Boungd-in inserts are available, Appromnntely 35 Inkh pocket bonl:s are sold annuai!y Tihe audsence con be

pinpoiated by book title.

[ Shopping bags
Baps are offered to grocery chams ona mgmnally exclusive basis. A shopper's checklist is printed on both sides,

and advertisers can Ilave their names pnnled on the Im next 10 or in place of the calegony designation.

The back panel of front seats, the omsldc rear, and dasphys ikt on the roof pmwds day and mgm exposure
Rear-screen slide projeaurs facing nders are also available in some ma}or markets,

Commercials ranging from 30 seconds to 2% minutes are screened at perfnmances in most indoor and drivein -
theaters. The average national movie asdicnce ists of appeoximately 500 million. people per week, with
women and younger people dominant.

Activity 5
What other off-the-wall me

' ou thmk of that might help pull ciistorsers. off llle

Answers

11.12 SUMMARY
The unit covers all the promotional media ip use in India. Through r¢levart data
information on readership and other media habits of the Indian popuface, regionwise and

statewise. The ‘reach’ of the different mediz has been discussed and & comparative
evaluation of media optuons has been provided. : '

11 13 SELF-ASSESSWIENT QUESTIONS

1) Assess the merits of print medis and television for an hotelier of jpational repute. -

2} Can \mdeo ke used in all c&tegonﬁ of prodm:ts? If mot, whiich are those products? How
cun you tackle the issae of “zapping and fast Eorwarﬂmg lhc mnrmemals in video
casseites?

3) Observe the off- the-walls media in your Lama and write a note cn lhen' relative merits
md demmts. : '

L) Whyhmaummdkm’i advertising not used so much in lndw? lsnacaseof
traditioen! bdas or inherent weakness of the media?
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UNIT 12 PROMOTIONAL SCENE IN
INDIA : MEDIA USE AND
USERS |

Objectives

Alter having gone through this unit, you will be able to:

® Establish the relationship beiween adveriising expenditures and sates promotion of
products in the Indian Context. o _

¢ Develop 2 profile of advertising expenditures in Indsa,

® Assess the promotionzl scene with respect to product specific, comparing specific and
industrywise advertising outiays. _ ' .

®. Describe the role and importance of Advertising agencies as components of the Indian
Promotional Scene. _ ' ' '

® Explain the specifics of the promotional scenavio with respect 10 two specific fields,
sérvices and financial products. :

Styacture

121 lntroduction .

12.2 Correlation between Promotion Expenditure and Sales Geuneration

123 Advenising Expenditure in General - A Profile '

124 Industrywise Adveriisement Expenses/Saies Ratics in India in 1988

12.5 Advertisement Expenses Specific to Companics, Products and Brands in India
126 Advertising Agencies in India .

127 Promotionat Scene for Service and Financial Products .

12.8 Conclusion ' :

129 Sammary : '
12.10 Seli-assessment Questions )

12.1 INTRODUCTION

vailabiliiy in India. The focus of this
fiic major media vsers. It is expecied that
you will oot only be exposed to curren oes of media use in India, it will also help you
in your own decisions regarding media us¥ Consider for yourself a situation in which you
are exprcted to design a media use plan. For it, what is required is not oniy the data on
avaitability of media but giso data on how indestry has used it and what are the trends for
the fuure. This unit provides details of media use by industry and suggesis it direction of
futnre trends,

This unit is a sequel to the previous uni
wnit is to reveal media use by adverti

Eristing a.dvcﬂiseﬁ.: often have 10 compare thelr media use over a period of e, This unit
ailempis to sid this decision-making of media planners.

122 CORRELATION BETWEEN PROMOTION
FYPENDITURE AND SALES GENERATION

Eatlier units had dwelt on this swubject in detail 25 to how advertiseynent expenditure resuiss
im additional sales. Though opinions vary on this count, it is wsually believed shiat a rupee
speil on protaction does Bring ia & more than rupes worth of turnover, Exhibit 1 -
cumatises an Economic Times Stedy oo this zspect.

Expiol 1 : The romiclation between AG, npmdim;w sad! snles generation

& siudy published in The Ecopaenic Times of Suly 7. 1988 ad showi that the sales income generaiad by
crsmpanics, particulurly thase manufscturing tonsumes gocds, hes bigh cotrelution with e expenditare incmzed
on sdvertising asd ssles promotion of goods. :

A selatively high copzelation was found 1o xist in thr case of Brooke Hond, Culgate-Palnméin«é, Food Specialities,
Fisdustan Tooea and Hindusen Lever. : . )
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Promotional Manzgement
Deecisions

The expenditure on adverti and refated promotional aclivities is often construed as a seliing cost by the
compznies. Bul advert) isa pruducuon cost, forming a part of the cost, for manufacturm and distribution
of a new or supposedly better product. : [(

" The selimg cost is the cdst incurred generally in maintaining or enlargmg the market for producy; which are.

already in the market stream.

The Economic Times study of July 7, 1988 had also brought out the fact that certain companies have high
advertisement-push eflect on sales than others. Invariably, the consumer poods manufacturing contpanjes have such
a push-effect. OT'I :

[t has been found that there s no linear relation bélween generation of sales and cxpendlture onsales promonon

This is because the companies have penerally a diversified product FaOge.

Again, the modus opcranlii in the preparation of an advertisement budget by a compary is an essential factor in
deciding a linear relationship betwgen advertisement expenses and the sales income of the company.

The media platforms for advertisements and nature of products are also importam factors in’ establishing linear
relaticaship betwzen sales promotion expensss and sales income of companies. .

All said and done, sales promotion expenses do have an impact on ‘the sales income of compamies. But it.appears
that thete is o one to one linear relauonslllp between the two factors though these are highly correlated 10

one mcther

Activity 1 ‘

Analyse carefully the Economic Times study as given ebove and advise 2 company mufnﬁum‘g premium
undergarments i relate and justify its expenditure on ptint advertising (magazines and dailics).

123 ADVERTISIN NDITURE IN GENERAL :

A PROFILE

is @ dearth of authentic published data on how much had
ns for this reluctance are not fag to seek. It is indeed a
sensitive question pany to answer too. Secondly and perhaps more important is
the inability to arriveNgg precisely the amount to be attributed to advertising as accounting
practices i mpanies do not accurately keep figures on various forms of promotion
in 2 compal i

As elsewhere in India too, th
been spent on adverjiéing. Re:

Table 1 attempts to profile advertlsmg expenditure in India during 1981 to 1988 on various
media categorles

Table I : Adveriising expenditure - ‘
{Rs. crores)

Category 1988 1947 1986 1985 1984 1983 1982 1941

Actual % Acmal % - Acwad % Actal % Aclal % Acwal % Aowal % Aca) %

1. Organised L 730 45 463 58 & 9 29
) 6 556 M0 SB0 450 600 0 625 B35 657 ) 659 B 662 200 61
L 12004 t116) 54 02 {129 (16.5)
TV, 175 162 . 130 15.F 160 133 60 102 % 62 W 30 b 45 1240
125.40) 145.0) (66.7) {143 (4000 (25.0) (314
. Radio W 28 % 30 P 0 34 19 42 17 03 "5 &3 14 47
[ ) SR 1 115.0) 153} (11.8) 1133 o . .
Cinema 13 12 1213 a2 e 1722 16 16 6 40 'Ls 43 11,34
1.3, =} i—717) i—1R.7) —) (6.7} sy -
H. Unorganised 20 210 165 115 9t Es] n 5%
Oudoor % 84 80 6.5 0 53 0 5t N 54 Fo IR M s7 15 51.
500 (50.0} 313 (250 9.1} {10.0) (333)
Point of 80 T4 & 1.0 50 67 45 77 7 60 % 08 n o6s 18 61
purchase 20 10.0) (L 67 o 1M o
Production W b4 B3 9.1 75100 50 85 a BY 35 a4 30 &S LI )
59 . (133 (500 {25.0) {14.3) 167) 200}
Towl(1+1y - . 078 10 930 100 750 -100 S8 100 449 100 399 100 352 106 297 100
{14.7)- {24.3) 1216 - {310y (125 (114 . (18

Figures in brackets indicate growth, [
Source : Advertising [ndustries : The Eccnomm Tlmes Diec. 5, 1988
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Following are quick luferenm on Table 1 -

b)

9

d}

The advertisement mdustry has crossed the maglc figure of Rs. 1000 crores in 1988
In growth terms, television is scoring over other media in organiséd sector whlle the

_ distinction belongs to outdoor media in unorganized sector.

The prml media accounts for 60% of the total advertisement expendllure in 1988 with
a similar formidable track record in the past. .

The expcndlture on Radio has peaked off in the recent past, and it chsplays sngns of
slldmg down in both absolute and proportionate ad expenditure.

A visual picture of the same advertisement expenditure is available in Figure 1.
Additionally, a distribution of advertiserent/sales ratios {percentages) of 103 select
companies covered by a recent study of Economic Times is available in Figure 2.

3.01104.50 il ke < ¢ ) ooiolsp )
Above 4 50 23 1.51103.00 |
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Prnmotional Managemenl .

Decusms

. Activity 2 - _
Mention two major impressions of yours after a relook at the Table No. 1.
Impression I ..........covvenniee - e reaaen B e
IMPression 2 ... .vi iverierirs i sieanrsar s e a b e e sa e

Year Awmiount TV - . _ Press Tou!

“Tabie 2 endeavours io project estimated advertisement expenditure on the twol
- promotional media i.e. Press and television. It succeeds in painting a dectining Lscgnario for

press by the turn of the century although television is overall ratio in total adv
budget will reinain aimost stable at a quarter of the pie.

Table 2 : Advertising Expenditure Estimates

major

srtisement

1Crares) % Ampuat % Mefa -

Australia . 5
UK . 10
Japan oo : 1
Argenlina o ox
Brazil . ' EL
 Peru : : 59
Indoriesia : 78
India . : 7%
Pakistan o S )

A éomprehcnswe Tabte 4 provides advertisement expenses/sales ratio of some

" some guick findings : : ,

tose 180 23 53 0 w5
1990 S 3 . . 8 N\ 760 85 s
000 0 60 E 24 1300 52 2500 .

@me major countries in terms of per capita
e U_SA tops the list, India is plac%d way downh

Adverlise-

: : . _ ; . : S ~ Per Capita Adv o
‘Country ° s Rank : ing Expendifure (1980)
USA K ! _ <240

"Soufce ! Dai;vn Mew paper (quistau] May 9. 1983 ’ _ ) . ‘

12.4 INDUSTRYWISE ADVERTISEMENT EXPENSES/

SALES RATIOS IN INDIA IN 1988

nmpames in India in various mdusmes categories for the year I987 88. Follg

a) _The ratio rangcs from amount half per cent to shglnly over two per cent.

select
wing are -

b)  Chemicals and pharmacéutical compauws have spent (..e maximum: in specified

categones of Indu:.tnes

c}  Within each industry categorv expenses/sales ratio has substantlaﬂly vari
industry disparity is too large to be overlooked.
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Table 4 : Industrywise advertisement expenses/sales ratio 1987-1988

Name of the Advertisemeni Nat sales Advertisement

Company exjienises (Rs.} peecentage of

T net sabes %
iy - Engineering (27) m? 585434 0.63
. Advani-Oerlikon | . 66 G164 -
2. Hlue Star ' 126 11303 —
.3, Hajaj Auto 326 47075 -
4. Bajaj Yempo 71 13652 —
5. Crompton Greaves %2 25074 —
6. Escorts 529 41537 —
7. Essar Gujarat 3 1701 -
8. FElecon Engg. 27 10262 —
9. Enfield India Ul 4593 —
19, Greaves Cotton ‘6l 13186 —
1i. JayEngg. 343 10338 —
12. Kicloskar Elect. 69 11839 —
13, Kelvinator 8 11i68 -
14, Kirloskar Bros, 3 7671 -
15, L&T ‘ 82 45030 —
16. Mahindrz 0o 45143 -
17. Muokand lron 17 17955 —
18. Mosor Inds. 1 1597 —
19. Nelco 151 5778 --
20. Orissa Sponge Iron — 1725 e
21. Peico Electronics B34 36790 —-
22, Rallis Indiz 157 217158 —
23, Sundard Motors kil 2507 . —
24, Stecl Strips 1 3664 —
25 Tata Engg. &2 116325 —
26, Tube Investment 118 13760 —
27, Vnitas 281 33009 —

I} Chermais &

. Pharmar-suticals (17) 2198 ‘L18
1. . Atic Inds. [y —
2. Al Preducts 12 —
3. Bayer (Indis) 111 10433 -
4. Cellulose Products i 986 _—
5. Colout-Chem. 7306 —
& Dharamsi Morarji '

Chemicals 7865 —
7. Duphar-Inter 1963 —_
8. Gujarat Narmadz ,
Vailey Fert. 129 34154 -
9. Hoschest 169 15322 —
10. TDL. Chemicals 6 5028 —
il. Ghindia 364 17301 -
12, Hindustan .
Ciba-Geigy 389 17123 —
13. - Mangalore Chemicals 68 11693 -
14, Nalional Ovganics 34 26219 -
15, Oswal Agro Mills 85 12381 —
t6. Sudarshan Chemicals 18 761 —
17. Union Carbide 329 15480 —_
[} Texztilés (15) 3207 353556 0.91
1. Arvind Milis © 142 11350 —
7. Bharat Vijay 143 4917 —
3. Bombay Dyeing 342 29188 —
-4, Baroda Rayon 4 11312 —
5. Grasim Inds, - o 37 . 55936 —
6. Jiyajeesao Cotion 3B 11323 —
7. Madura Coats a7 18856 —
2. Mahavii Spg. Mills 10 7141 —
.9, National Rayoa - 13093 —
1. Orkay Sitk Mills 24 16631 —
11. Polyoiefirs 1nds. 9 12339 —
12. Premier Mills 65 4192 -
13. Reliance Inds. 1420 120114 —
14. Raymond Woollens 45 19214 —
15. Sandard Mills 14} 17918 —
V) Cements (4) 130 86930 0.15
. Associated Cement 92 59288 —
2. Dalmia (Bihar)
Cement 15 6233 —
.. 3. India Cement |3 10757 —
4, Orissa Cement 15 10652 —
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Promotional Management
Decisions

Name of ihe Adveriisepent ~ Net sales Adverlisement
Company exXpenses © {Rs) percentage of
net sales %
¥)  Electricity (1) 18 3145 —
l. CESC 15 3165 —
¥I) Rubber Goods {5) 651 : 13627 0.88
l. Apollo Tyres 115 10738 . -
2. Ceat Tyres 173 24060 =
3. Goodyear 21 12780 ) —
4. MRF 38 23780 —-
5. Premier Tyres b2 2344 -
Y} Paper (2) k1| 5360 0.53
1. Jayant Paper 0 1096 —
2. Sirpur Paper 21 4704 —
VIIT) Miscellaneous (32) 9703 443527 219
' 1. Asian Paints 367 15521 ‘ =
2. Baw 306 24648 -
3. Britanaia Inds, 14) 18114 ‘ —
4. Brooke Bond 904 34863 —
5. Bakeliete Hylam 30 4471 —
6. Blow Plast 290 - 6879 —
7. Colgate—
Palmotive (India) 1083 15985 o L —
8. Carborundum Universal 12 d6dT : —
9. Duncan Agio 36 6178 —
10.  DLF Universal 65 pril -
1i. Food Specialities 816 17034 . —
12, Fort Gloster 174 7829
13. GTC G4 13192 -
14, Gen. Ind. Society 1 . 6229 —
15. Goodlass Narolac 33 7937 -
16. Hindostan Leves 1882 78443 -
17. Hindustan Cocoa 448 Mg =
E8. HMM 359 6957 —
[9.  Hicco Products 53 3563 .=
2. KCF 15 7978 —
21 17TC "B 30967 —
2Z. 1Indian Hotels 182 10397 R—
23 VP ) 9 447 —
24. JK. Industries — 25584 —
25 Lipig 618 32584 -
26. Lalily 151 4552 —
27. Moha n 85 7467 —
28.  Premier (SOnst. 1 230 -
29. . Supreme Inds. 19 ) 4509 —
30, Tata Oil Mills 392 ) 24516 . ’ —
“-.31. Tips and Toes Cosmetics 57 342 —
32 VST - 335 6255
GRAMND TOTAL 19647 1779755 1.10
Aclivity 3 X
Review table 4 and give at least one reason each for the highest ratio in the ﬁse of
chemicals and pharmaceutical companies and the lowest ratio in the case of cements
COMpAnies. : :
N Beaaaaas e aiai et
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75 ADVERTISEMENT EXPENSES SPECIFICTO B e e wad Lo
COMPANIES, PRODUCTS AND BRANDS
iN INDIA -

This section provides some intesesting highlights of advertising expenses. For the sake of
clarity in understanding these have becn divided into three sub-sections :

industry Specific Advertisement Expenses :

Tables 5, 6. 7 and § contain data on this aspect. While Table 5 addresses itself (0 covering
companies spending over 1 per cent of their sales, Table 6 compares a select 103 companies.
with the top 20 companies in 1986-37 and 1987-88. Table 7 conciudes the presentation
with absolute figures on advertiscment expenditure by leading companies.

Activity 4 .
Look at the Tables 5, 6 and 7 and mention if there are any surprise inclusions or gxpulsions
in the list of deading advertisers. If so, mention them and substantiatc your answet. ’

Table 5 : Companies with advertisement expenses of
mure than 1.04 per cent of sales in 1957-1988
) ¢ Afphubercod vrder)

Wame of the company ) Advepiisernent/ Sales
Gules ratie

1. Advani-Oerhikon

2 Asan Paints

3 Apalle Tyres

4 Arvind Mills

S Blue Swr

6. Rharat Vijay

7. Baw

¥, Bayer {India}

3. Rrowke Bond
10, Bombay Dyeing A 117
11, Blow Plast 422

2 Colgate-Palmolive - 6T
13, Crompun Greaves 1.08
14, Duncan Agro : - 1.55
15 DLF Lniversal ' 138
16 Escorts 1.27
17 Enfields . . M8
1%, Food Specialities : . 4.79
19, Fort Gloster ) - n
20, Ghnda 326
21, Gaedlass Nerolae 1.68
22 Hindustan Lever ) 240
23, Hoechst 1.10
24, Hindustan Ciba-Geigy ) 227
25, Hindustan Covoa 612
20 HMM 516
27, Hiceo Products 1.54
RITC . 1.97
29, Indian Hotels : ' 175
3. Jay Enpinceriog 3.32
31, Liptan india’ _ 1.50
32 Lakme iz
31 MRF . ) : 1.34
14, Mohan Meakin ) L4
35 Neleo . : - 261
36, Peico Electronics ) 172
17, Premicr Milis . 1.55
A8 Premier Tyres 1.02
39, Reliance lods. 118
40. Raymond Woollea 2.6
41, Standard Motors 1.i9
42, Tata Oil Milis ' 1.60
43, Tips and Toes Cosmetics Industires i6.47
44.  Union Carbide 213
45 VST ) 568
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Promotional Management- Table 6 : Sales promotion and advertisement expenses of 20 compeies-—1986-57, 1987-88 and 1988-89
: : | {Rs. lakhs)
Nase of Year Adver- Other Com- Dis- Totel  Nei Adver: € I Col{7) Adver-
fhe company fise-  Salesmission count (3 io 6)  sales  lise- missionm as per-  tse-
' menl promo- on on et oncentage  mznt
ex-tipn ex- sales  sales ex-saks as ofcol.  2x-
penses PERses : penses percent- (8} penses
s per- =ge of s ger-
centage TMSI caniags
of fotal of pet
. " sales
(1) @ 3 4 (5) w 8 @ a6 an {42
1. Associgted - 198687 78 — 5 253 336 57834 232 15 D5 01
Cement 198788 92 - 4 452 S4% 59288 168 07 09 02
_ 195880 49  — 76 667 752 o005H 62 ‘ 56 13 01
2. Blug Star 198687 66 — 21 — 87 10115 759 [241 69 07
198788 126 — 20 — 155 1133 BLY (387 14 1]
1988-89 116 — 3 — 155 14242 748 ‘25‘2 1.1 0.3
3. Bajaj Anto 1986-87 203 . - 45 — " 248 3533% 815 15i5 00 057
1987-88 326 . — 29 — 355 47075 9183 847 075 049
1988-89 271 R ¥ — 308 41987 8799 1201 073 L8
4. Bakeliie Hylam 198687 15 — 2 — 17 37150 3824 ‘1].?6 045 040
1987-88 3 - 4 - 34 471 8824 1176 076 047
198889 27— 4 — 31 4985 8710 (12906 062 .54
5. Crompten 1986-87 166 — — — 565 21793 100.00 ‘ — 0% 0%
Greaves 1987-88 212 — — — 277 ISOFA 10008 — 108 LGR
: 1968.89 278 — —  — 275 30577 100.00 ‘ — 091 9
6. Cral Tyres 198687 113 = 7 177- 297 20093 3885 | 236 143 0356
. 1987-88 73 7250 430 24060 4023 163 LYY 071
j988-89 208 — & 66 281 28028 7402 249 100 074
7. CESC 1986-87 9 - \  — ‘9 29578 180.00 — 003 603
1987-83 18 N - - 18 31165 100.0¢ ‘ — 006 DOG
1988-89 15 — — 15 35672 10000 | — 004 04
8 Carborandum  1986-87 1 63 — 79 a6 2015 ‘79.75 185 033
Universal 56 — 63 4647 1765 '8235 147 054
66 — g S410 2747 7253 168 046
9. Gujarat Narmada 1986- - — — 50 23037 10000 — B39 039
- Valley Fer. R — — 129 34154 10000 | — 038 038
. ' - - — 133 2TTIO 10000 | — 048 048
10. ‘Glindia - — 409 15851 9462, 538 - 258 144
: - 17 —.. SBE ¥7301 9707| 293 336 326
- — 7 19732 9665| 237 363 35l
1. Greavp#8gtion 61 — 174 — 235 13765 2596 7404 L7 044
1987-88 6l — 185 — 246 13i86 2486 7520 187 046
1988-89 58— 190 — 248 15442 2339 7661 161 038
12. HindustanCocon 198587 310 - = — 310 6069 100.00 I A TN
* Products 198788 448 — — — 448 36 10000, — 612 612
198889 44—  — — 4% 7347 10000 - 642 672
13 HMM 1986.87 132 S — — 133 5626 10000 — 2% 236
1987-88 3%  — — — 358 6957 10000 — 546 516
1988-89 535 — — —~ 535 8930 100.00 — 599 599
14 ITC 1986-§7 505 2 — @ — — 505 25995 100.00 — 4 194
198788 611 - = —  Gil 30967 10000 — 157 197
logR-89 1132  — — — 1132 37102 10000, — 198 198
15, Kirdosker Bros. 198687 45 2 — — — 45 TM7R 10000] — 060 060
1987-88 k11 - - - 31 7671 100000 — 040 040
198889 3B . — — — 3§ @75 10000 — 041 043
16, Muwdurs Coms 198687 {53 — - — 153 17984 10000 .— 085 OBS
198788 97— — — 97 18856 10000 — G651 951
_ 198889 108 - — — 0% 24185 100.00 — 045 045,
37, Premvier Mills 198687 46 2 — — — & 3343 10000, — 137 137
- - 198768 65 — — 127 1T a9z 844 — 18 155
198289 54 2 — - 17 71 M0 761 — 1R 100
18. Rejls india 98687 10— — — 132 20014 (0000 — 035 058
: 198788 57 -~ — — 157 A5 16000 -~ 072 &2
193889 170 0— — — 170 23563 10000 — 067 Go7
(t
: months)
19. Sopreme | - 1985.87 & — % — 3 o m 1s,rj BI2S 0BS  (L1s
Endusicics 198788 18— X — 55 4509 346 6445 112 Qa2
B89 12 - 47 — . 5% &i06 203 7566 0% 030
B Te ORMB: 98637 © 22 — -~ — 242 27345 mu.céI — G708
: 198738 20! - — 281 33W 10000 2 — 085 085
192889 286 -~ —  — 265 19540 10000 — 072 072
162




Promotional Scene in India--

Total 108647 2724 — . 365 430 3519352981 774t 1037 190 077 >
S l0s7.88 3871 — - 367 714 4952406916 7817 741 122 095 Media Use and Users

198889 4703 490 150 4943447437 7904 B24 133 1.85

Table 7 : Frequenty distribedion of companies according to tolal sales pmmotimi eXPANsEs 25 4 perceniage

of sales ) )
_ 103 companies 20 companies

Bange (%) © 198587 198784 198788 1998-89
0.0 1o 0.50 o : 25 25 - 4
05110075 ) ’ 10 . 8 : 3 4
07610 100 ) i : 10 5 3 3
101 to 1.50 R ) 12 4 ]
1.51 16 2.00 : o 13 19 4 .3
201 ta 2,50 _ & 6 = —
250 10 3.0 : : 9 10 —
3.0 t0 3.50 : o k] i —
3.51 i0 400 _ ! - _
4.01 10 4.50 i 1 - —
4.51 10 5.00 1 3 — e
5.00 & sbove B T . i [1] C2 2
Total ) N i K03 103 20 20

Table B : Advertisers Expeonses (1089-8%)
) {Rs. Takhs)

1. Hindustan Lever . 70

2. Coigate-Palmolive ) : 40
3. Nirma Chemical Werks ’ _ % .

4. Parle ' 29

5. Cadburys . e ' 28

&. Central governmeat . . : 26

7. Tomeo 25

8. Bajaj : ) y 20

9. Ghndia ’ ) ) 19
10. Godrej ™ 18

Product Specific Advertisement Expenditu

Tables 9 and 19 concern themselves with grodue ific expeadiivre, ‘While Table 9

focnses itself on broad product calogon -vis the three mnajor media vehicles ig,
ielevision, perivdicals and dailies in 29 10 gives more specific information on this
issue providing details of expenditure on P categorics in 1988-8%, Followirig arc very

chvious inferences : : :
-2) While consumer nonduszbles neafer telovision to peripdicals as mesgiz vehicles, the'

reverse is tnee for consumer durables. ' ’

by Very few corporaie ads, seek television a5 media vehicle, For them, the time tested
vehicles of print medivm is still the most prefered one. Periodicals and dailies are

" preferable. .

¢) Television is the highest advertisement spender. Textiles are a poor sccond. Scaps
contrary fo many exjeciations come as ealy fifth in the top ten spenders.

&) The top and the lowest spenders in the top ten speaders on advertisément have a
yawning gap of 1 1o §{ times. -~ -

¢) Corsumer producis, dowmincie the ‘top’ ten ciub of advertisement expendituze with saly
oiie or two honourabie cxceptions of industrial products.

Tabde § : Adveriisement expesdrion veder broed product catagory
' ™ Pasiodical Dallies

Congumer durables : 195 2% 136
Comsumer aondurzbies 60.5 41.0 Hed
Serviccs . ’ 4.0 120 17
Corporais 0.2 50 £5
Clsasifieds : - an ©oae
{ Mo : 180 .G 117
Towl - ) 1026 0 1009

Spurce : The Economic Times, Dec. 1988 ) )

The Bguns eeprescnt 2 Moducts cateporywise distribetion of the i ive of call medi
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Table 10 : Protuct Categories Advertised (1985-39)

Promotional Managemant

Decislons '
' ' , ' - (Rs. lakhs}

i. Television 1974

2. Texiiles 164

3, Two-Wheelers B87

4. Cigareties 419

5. Toilet Soaps 398

6. Airlines a0

7. Fan 188

&, Waches 238

1. Paims 217

2i2

10, Computers

Sources : The Fconomic Times, Drec., 1988

Brand Specific Advertisement Expenditures
An inlcresting picture emerges for all of us when we look at the advertisement expenditure

" on certain wellknown brands in 1988-89. Table 11 is self explanatory in this respect where
Nirma detergem tops the exclusive club of the Ten Top Spenders on advertisement with an
expenditure of two crores in 1988-89. : :

A fascinating sidelight of package promotions of a few select brands in [India that have hit it
off with Indian Consumers in the Tecent times is provided in Exhibit 2. '

Activity 5 .
Add at leasl two brands to the List of innovative package promotion by|two new consumer
brands. that you have noticed in the Indian markets. J ustify as to why you have included

them.

11 : Advertising Expenditures of Select Brands 1985-89

Expenditure
{Rs. lakhs}
I acnl cake 161
bl g 159
3. Rin, 157
4. LIC 124
5. Rasna : 109
. Nirma washing powder 102
7. Pan Parag 98
B, Surl ' 87
9. Palmolive : ] ' . ) 77
10. Complan : 75

Exhibi 2 : Some | -ading Exampies of Package-Promotion in India

Prudent :

First 10 introduce the concept of a soflt-squecie tooth
Blue) and Colgate also.

TFheme : ne additional pressure required w extrude the pasic *Sofl Squeeze’.

paste tube in the country. Now followed by Close Up (Minty

Postman :
Transparent PET botiles for | Kg. postman groundaut il
special arrangement on the neck of the bottle ensures ‘steady’ flow of liquid independes

Advantages : (1) purity can be seen from ouwide. (2}
at of the volume of liquid

inside.
Followed by Sundrop Sunflower ol “Buy pure - be sure’.

Pan Parag :

Introduced big-pouches with a “zipper', so thal freshness can he retmned even after u;xl:ning the pouch, Can be kepl
in the pocket without spilling the contents. Getung quite popular. : )

T-Series Video Cassetics ]
Popular video cassettes are available in cardboard covers. T-Series has cAme out with| polyetnine packs for the

packaging ol these casseties.
Theme : Keeps moisture and dirt away.
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Brooke Bond A-1 Tea:

Wilh laminated polyester packaging (o retain the freshiness of e The package has a broad base and can stand on
ils own wilhout support. .

KissznJam : )
Being sobd in plastic containers (sesembling ice-cream cups), 200 gm. pack size. {Normal boulesize in 500 gmi

Colgate toothpaste sachet ; :
To bring the umit price down for the rural market. Sold at Rs. 175 p.

Lakme Lavender Talc:
For the first tlime came out with counter-top consumser sample packs.

12.6 ADVERTISING AGENCIES IN INDIA

Advertising agencies in India have kept pace wiih the expansion of media business and
expenditure on advertising. While in 1939, there were only 13 agencies accredited to the
indian Newspaper Society (INS), by 1986, their strengih has gone up to 383, Table 12
mentions the top 10 agencies in India :

Table 12 : The Top 10 Agencies in India

& Hindustan Thompson Associales (HTA), Bombay
& Ogilvy, Bensons Mather Bombay (OBM)
& Clarion Advertising & Marketing, Calcutta
® Pressman Advt. & Markeling, Calcutla

& Lintas [ndia, Bombay

» Rediffusion Advertising, Bombay

@ Ulka Advestising, Bombay

o RK. Swami Advt. Madras

# Chaitra Adverlising, Bombay

» Modra Communications.

Along with the expansion in numerical strength of advertisement agengles in [t there
has been a substantial growsh in billing of both accredited and non :
agencies in lodia. The composition of the agencies billing in general$
agencies is profiled in Tables 13 and 14 respectively.

Table 13 : The Composition of Adverti @ ing i

Agency ) ~ Amound Rs, in erores k3
. Accredited Apencics 2RBAZ .08 -
2. Non-Avlcreslited Agencics o sg.19 14.37
1. Dircet Advertising ' : 1540 08.75
4, Shate Government . 1944 {4,830
5 1AYE 1% 1X1.56
& Ruilways 1.74 0043
40479 L{H)
Source  IMNFA 1987, Publication. . .
Tatie 14 + Ad-Agenvies Billing { 1IBE-8%)
(Rs, Crores)
|, Lintas &1.3
2 HTA : 66.0
3. Mudra 4040
4 ORM _ 344
5. Charion _ 22
6. Euerost - 7.0
7. R.K. Swamy. ) 250
8. Comuwacl 20.0
9. Sista 180
10, Chaitra : 165

An important higiligt cf ad agencies in India is their affiliation with imemaaionai agencies.
E£xhibit 3 foruses on this aspect with certain jeading ad agencies in India.
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Iromotional Maragement ) . Exhibit 3 : Internatinnal ASWation of Tndisre Aﬂvu‘t&mﬂt Agencies I
lndnan Ad. Ageacies - Forelge Pariner )

® HTA : . J. Waher Thompson (WPP grougs
& Claripn . D'arcy, Masius, Benton & Bowles
8 Chaitra . - - Leo Bumnelt ~ -
® Lintas . ' o Interpublic!
* Mudea DDA Needham
¢ OBM e Ogilvy & Mather
& Rediffusion . HDM (Young & Rubicam) =~ .
# RX. Swamy i Balten, Barton, Durstine & Osborae .
® Everest ) : ) ’ Saatchi & Saawchi -
® Trikaya : ) Grey Advertising
Actmty 6

Choose a particular a.dvemsmg agency and review :ts various advertasemem creations.

Write your major impressions in 75 words.

Answer
_ My majOI mpresssons of the (.Iame of the agency) are

_ - \ |
127 PROMOTIONAL SG%\%FOR SERVICE AND
FINANCIAL PR | :

- The promotional scene in India is %@ heagfily tilted in favour of products ia both consumet _
and industnial catcgories that other efi¥rging areas appear totally outshadowkd The
purpose of this section i to strongly emerging areas of marketing anitwmes ie.
services and Financialprodu®ls out of their traditional neglect and make you aware of their
current status. Th ns below deal with each of them. ‘

Service, Products

Asstated e . prom®tional scene of service products is both exciting and peculiar
becruse t rs of the same are vet 1o settte firmly. There are inbuilt reservations in
the minds o marketers and media about the suitability of already-knmt/n promotional
method in india and to find a perfect fit between them. Cf immediate attentjon is the issue

of selecting a consumer promotion for a service product. Exhibit 4 provides ‘a checklist of
questions in this regard.

Activity 7
Setect a service product and apply the guidelines given in Exh1b1t 4. Give y ur fina?
recommendations on the same. F

Exhibit 4 : Criteria for selecting a consumer promotion for a service [ a

Obpctives . J
Is the promutmn camsistent with overa]i brand marketing objectives in general and with the ovesall
abjectives of consumer promations for the service?

@ '{s the protmotion. versatile, capable of effectively reaching several groups (such both new and existing u.scrs)
and fulfilling several objectives (such as stimulating switching and muitiple purchasgs) simultancousy?

® Docs the promolion bave appeal 1o consumers, to intermediaries, and to contact personnel?

® Can the promotion function efficiently as a national promotion and/or as a local prometion in selection
market areas? For exumples, coupor drops cen be arranged in an individual market aren, but sweepstakes or
contests must generally e nstional,

2. The Service .
® {5 the service a planned or an impulse, purclmc? if the latter, do<s the promotion make|an impact at the
polnt of service delivery?
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® 15 the product frequmlly o ml’requemly purchased" 1f the promiotion offer requm:s muluple purchas*s - ] l'“‘"'“ﬂ““‘l Scene'in l“‘“""

®  Are the characteristics of the groduct appropriate. [for this pmmotmnal appmach? For exarnple mdmsable

1 'I‘heCumumr

- - slippage will e greater to the #xient that the product is less frequently purchased. B " Media Use wnd Users

services cau:ml be economically sampled

hd ___Are target consumers accuslomul to thts pmmnuonal techmque fur th;s service? If not. m!ght they petcewe- B
""uasmappmpmte? Sl . [ -
L Does the promonon reduce pn:rcewed pun:hase ns&" )
‘& Asethe tcrm “of tho promotion simple and easy 10 uﬂderstand?
® Dces the promotios offer an mmedmr.e or delayed reward to the consumer?
_l_..Ilow much consumer effort is reqq.urecl o tal-:e advantage of the pr i -..nl 6ﬂci’?:' BERAE
4. The Intermediasies. . - ' ' :
*. How mwch muemnlal effon s reqmred ofmtermedmm m succmfully :mplemem the prpmouon“
& Dxgesithe: pmmotlon offer & direct sales benal" t to mtermedmnes? Some refund uﬂ'ers, ‘tor example. euher
+ require proof of purchase for 8 second related mm! ar oﬂ‘er a refl.l'ld in the t'orm oI [ cm.ﬂcme tuwards
; _,purchaseofasecondrelatcdum ) o
e How much-flexibility does the pmmotlcm uﬁer mu:nnedmnﬁ in u:rms of t:mlng and execuuon‘r' .
e Does the prommn permit: mtermedlanes 0 appess 10 the source of the offer.
® Doesthe pmmotwn lend itself to creau\re and ciciting point-of-sale displayst *
5. 'Compﬂitlun R _' s : .
* Are mmpemuve products curvently usidg this pmmotion mhnique'!- :
.# How mp:dly £40, 3 COMPELOF. rcspond with a similar of supenor pmmotlon? L
6. Cost Effectivencss e
& Whai is the maximium expecied lmbl!:ly far Llle pmmotmn'?
® Can the terms of the promotiona! oﬁerbedesagnodlommlmm habdny Fug.ckzmple; _
) _purcllase pmofs reql;u'ed for ' mﬁmd oiler can be ancreased such that slj page reases and :ctual uom
. o How wcli can oosts fo_r the pmmouun be fow:ast‘? Tsit vu]n' o the: actwms of ad hoc lnlermedlarlcs
'_(such“ coup 'L_' 'I'_ \sudnhat : oostsnuybegrwl \ _? . :
* Wil the pmmotmn tie up mnu[acturtr capual fm afthls
®  Are 1he expenses t‘or the pmmotlon incurred on a p
bases? -
0 s this promation vulnerable 10 Waste and
® Can the promiotion b desigried Lo minimize t
' ot'fefr n‘_lo'rg tha'n bi_'loe? o
7. Infegration ;-
-# Canthe pmmmn be mlegmte.d casﬂy wuh other eiemems ot’ the mmmunu;mmn mn:, mcludmg
adventising, petsmul sellmg. and pmm-of—sale dnsplays" - : Lo
# Can the promotion remfomc the serwoe adw:msmg theme and mnmbuu:m to framhme bulldmg"
# Canibe prornotmn be mlqrawd with other pmmotmml activitiés 1o créate a dmmsm: even? For examp!e .
. & sweepstakes is often used a5 an overhy o :el'und andfor coupan oﬁcr
* Canihe piomotion be usad easlly in-line: pmmohons mvo\,vmg severa] mmm as well as m smgle scmce
: ptomonons" : o L .
- _O" Is the ptomﬂtmn part of 2 succesful marlteung tradttmn fm lh1s scrvice calcgury?
. Implementation - = - T :
* How much mcremm.al eﬂoll is lequm:d of mnngemenl and the salesl'orce lo successfully implement the -
- pramation: (A Lol : A o
“# ‘Does the salesforce expec: the promotion 13 ﬁmﬂmw its sellmg task?
~"® To whii extent ac the semws of cutside agcmms required to. smplemem the pmmuon?
w Does mamgemem the ocm and tlrﬂins c!‘ delwenng the offer? '
& Does menagement !m- prmr expenence wnll this type of pmmotmns"
-» How much la__ld time is rgqmrod ‘pl:_ gmpl_e_mem_l_mn'r_ o
, Mensorement - s .
& Whiat measuses are. l\rm]n'hle w gnnge :espnnse w the pmmouon and bow valvable are thcy? Far example, _

does the number of enmes ina sweepsukns mdnme "w ‘telative degree of positive unpnct on; :he - L -
spunsonng brand? - - ] -




Y tional ® Can the impact be inexpensively measured and compared ko the impact of ather promotions both of the

Decisions same and of different types?

® [s response concentrated in a short time period after the promotion i5 lannched, or are there significant Tag
eficcts which may reduce the accuracy and increase the expense of measurement? '

10. Legai
»  Are there legal constzints on the design and use of this type of promotion?

~® Can this type of promotion be irﬁplememed nationally, or are there local laws which require adaptation of
the offes in each state? :

Souree @ “Constmer Promotion in Service Marketing” 1 C.H. Lovelock aod 1A Quelch in Business Honzoms,
“ay/June 1983,

Financial Advertising . _
Since 1985-86 a new cra of financial advertising has emerged in India, something that was
seldom seen before. This is however inextricably linked to 2 aew cuiture of saving and
investment being witnessed these days. The culture was nurivred by a virtix s-circle of
_ higher savings fuelled by newer avenues of investment and reinforced by beiker retusns. Thke
. ' year 1985-86 was a watershed year where shares and debentures market ex werienced a
' ' boom, The progress slowed down with world recession and the stock ma_rkai crash in 1987
worldwide. However, the recovery was swift and strong and the years 1988 26d 1989 will
go down in the history of corporale investment as the best years, in which several major
issues of shares and debentures, were announced and subscribed to by the cager invesioss.
|
|

Financia} advertising refers 1 the advertisements of “financial instruments sych as shares,
debentures, ponds, bank deposits, saving schemes, units, mntua! funds cte.™ |

In many ways, financial advertising is akin (o consumer advertising. Financia! instruments
agc higher customer involvcnjwnt,

are similar to consumer products, aithough €
i ents are of as much significance in

commitment and risk. Thus, all market:Mgmix

WL s tonc time” i, related Lo a particular event.

er advertising on the other hand 15 continual in nature.

in financial advertising is more *himited” and “identifiable’ than
W8, media cholee is more precise i linancial ad\irllxing.

Two dilferenices, however, are nojg comparing financial advertising Wi}h consumer

deals with Sk of building corporate-image of the advertiser. Usually, financial

adverlising is preceded by, corporate advertising. So il a Larsen and Toubro mega

debentures issue is 1o be sold, L & T would usually start with describing ali that the
company had been doing and accomplishing and planning for the future. Thl.'n in the
sunsequent advertising, it will issue details of the debeature issue like the amount (o be

. raised, the conversicn terms, future profitability and investors beactins.

Following are some major features of financial advertising in India.

| a) There are now several ad agencies in [ndia which deal exclusively with financial
advertising. The first of the financial adverlising agencies the Pressmen \]l\/ﬂ.‘i establshed
in 1964 — about 25 years ago. Besides Pressmen now, there are Sobhagya Adve
Service, Clea Advt, Cuncept Advertising etc., exclusively dealing with masketing of
financial producis.

b) The financial advcitising accounts for less than 10% of the tolal advertising. Thus, if the
advertising indusiry is worth Rs. 1,000 crores today, fingncial advertising’s share is Tess
than Rs. 100 crures,

¢) The growth of huancial advertising, as is natural, is linkad e growth of Lapital markels.
Thus, in 1985-86 the first capital market boom, Rs. 814.6 crores were raised. In 1987-

88 the figure is almost Ry, 5,000 crores. Future indications too auger weghl for the
capital markets

d) Financiz! advertising is not rated as par Wik, o msumer advertising on ‘creasivity’. This
criticism is peverthaless not very serious because financial advertising is about products
marked by ‘serioussi s’ and ‘facts.” Soa no-frills advertising ir} financiel matters s as
attractive as an ematinnal appeal in consumer products. ‘
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e} Many companies have begun branding the firancial products. For instance, ‘Reliance - = - Promotional Scene in India —
Khazana'. Deepak ‘Mahadhan’, Appolo tyres - Swamna ganga. Such brandings bad - Media Use and Users
however been limited to mega-capital issues only. L : S ' o '

f) Financial advertising uses a variety of media — with more emphasis on print media.
Although TV has been used, it only arouses the initial interest and persuades the
potential investors to look for facts in the print media. .

g) '_From the advertiser and user perspectives, trend towards cluttering of financial
‘advertisers has been noticed. This becomes inescapable when several companies raise
" resources simultaneously, because the ‘going is good.” This obstructs the full
appreciation of facts by investors. ' :

k) Finally, since the financial advertising is ‘contextual’ rather than ‘perpetual’, and
agencies have to search unfailingly new advertisers and companies. Therg is no
‘durable’ relationship between the client and the advertiser. This affects involvement of
agencies in financial products, untike the involvement seen in consumer products where
agencies and advertiser both work together to build a product. Finally, the business of
financial advertising is more ‘cyclical’ or ‘seasonai” than ‘regular’ for agencies dealing in
financial advertising. - '

Activity 8 ' . _ : _
Write down two differences that you perceive in the advertising for shares and the any
advertising any consumer product. : .

- Write down 5 cases of branding of financial products in
Khazana) ' -

Brand 2 .......cvieanns e iraeans (Company .

Brand 3 .....ieeuennn. e @ompﬁny ............... s
Brand 4 .....iiniiiii s QMPANY .o vennnnniss AP
Brand 5 ............. vinnrrrennni Company ......ciiaiiiiiiann

12.8 CONCLUSIONS

Beyond facts and figures, the question is : what is in store of future for Indian promotion?”
Although it may sound like a cliche, it is stili true that growth, competition and creativity
are likely to be the three leading stars on the horizon of Indian promotion and advertising,
No sector will remain untouched by the all-engulfing arm of promotions, be it government,
manufacturing units and social activists: The cluttering of ad will call for creativity to cut
through and get noticed. Keen and severe competition will force a rationalization sad .
realignment in advertisement agencies. Advertisements will be far more slick . ad budget
will-only rise for advertising. The question may then be asked will con.umers (00 geta -
better deal only time can elt, :

129 SUMMARY

Promotional scene in India is undergoing a turbulent high growth period, with most
 advertisers waking upto the need for advertising and promotions, (o create a niche in the
" increasingly competitive market. Services have also joined taken the promotional route and
unconventional products like financial products have also begin to advertise while this
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"“'i":'o“‘n;"" Maaagement growing outlay on promotional expenditures may bear testimaony to a gradual shift from th

Seller’s market to'a buyer’s market. [t has interésting implications interested groupslike -
media and advértising agencies. This unit provides 2 scenario of the promotionpl -
-expenditures, allocation of these expenditures mediawise and the agency billing. - -
Industrywise and productwise expendifure trends have also been discussed. Finally,
promotional dévelopment in the field of services and finaricial advertising have been
discussed. e =

i

12.10 SELF-ASSESSMENT QUESTIONS |

1} Review the media use in India from vour perspeclivé and "l':iring out at leasy three ™
highlights. - - s T :
2) Why has there becn so much variation in media use betweer industry caiegories and
*_also, within each category itself? How does 1t affect the Indian consumers?| -
3} Does it help Indian ad agencies to have a foreign partner? If ye_s,_- in w_hét wray? o

4) Describe example one each of gooﬂ media use in respect of service and filancial .
products, Justify your choice by explaining their special featurgs.. . . -

‘ OO
Q>
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UNET 13 MARKETWG COMMUNICATEON
FR@CESS

Objec!wes

After having gone through lh:s unit, you will be able

@ Explain the concept and rele of marketing commumcataon, SR S

¢ Discribe the markeling communication process, o S

® Discuss some sources of misunderstanding in commuication Process and -

® Comment upon the role of the vanious. prommmnal elements in & marketmg
communication programme. :

Structure

13.1 Introduction . -

132 The Role of Marketing Commumcatmn

133  Concept of Marketing Communication

13.4 - The Occurrence of Marketing Commupication
135 The Sources of Misunderstanding in Communication
136 Elements of te Promotmn Mix B
137 Conclusion '

138 Summary-

139 Koy Words® -

13.13 Project Question

13.11 ‘Seif-sssessment Questions
1312 Furiher Readings -~ " -

131 w’mm)ucnm O

Iiy earhier units, it has been nade abunqamh clear hrough integrated ciforts, can 4
markster hope to succestt with sespect 10 his markeuMotfering whetter in the form of

product Or SETVice. Marketing Communicaty & 2 subsel of these umegjalw markctmg gffors.
*_hat paeris our attention. :

Howetgr marke Hing COMMURICALON Poses & cpecml chatlenge to the marketing s‘rateg:sts f3r
soine umgee reasons. Firsily, it & the most visible clue next to the product itself, of marketers'
inientions and commiment 10 LONSUIMCES. Seconidly, it receives 2 relatively dosgr scrotipy
fom the policy-makers znd other consiimas-interesi groups. Thirdly, theve has bsen 2
significant changs in viewing mzzketing communication. For & very long time, i had been
seen as if pmmau ons formed the only communicaion-Dridge between 8 compaiy apd iis
nuvess. This limeed view of marketing communpication is now beiag. replaced with 2 more
correct and wider propasition that marketing communication travels beyond promoyion !n
its linkage with buyers, i encempasses everyihing including proaucy, packaging and '
Histeibution channels; and forms as 4 vn.sl part of overall marketing eiforts 10 wardt, buycn
and also the oiher sections of sosiety. R

i fhe fullowing msom, :hmsare, aur endsavow wikl be fo de\(éiop the emerging oriemation
of marketing a:ommumcauqn o

i3, 2 THE EﬁﬁF.E Oi“ MARKEWG COMMUNSCA’HQN

Tatie d p:owdes ! -,i&cm:mn o§ the m&c of marketmg mmrrxmtcstaon For adesper
undefﬁwdlns i ca8. be dsssaﬁad in ayach of mrkeie:-buyer marketer-market and mpmﬁt



sonal Management Table 1: The Value of Marketing Commusication

Moarketing Communication or l'mmulinn_

® Establishes an imsge, such as prestige, discount or innovative, for the company and its goods and services
& Communicates features of goods and services : :
® Creates awareness for new goods and services
# Keeps existing goods and services popular
® Can reposition the image or uses of Faltering goods and services -
& Generates erthusiasm from channel members .
® Explains where goods and services can be purchased .
® Convinces consumers to trade up from one good or service 1o 4 more cxpensive ooe
#® Alerts consumers to sates )
» Justifies prices of goods and services
® Answers consumer goestions
" # Closes transactions )
# Provides after sale services for consumers .
® Places the company and its goods and services in a favourable light relative to competitors

Soarce : J.R. Evans & B. Berman (1987) “Marketing”™ 3rd ed. Macmilian Publishing'& Co. p. 49,

Communication in Marketer-Buyer Dyad

Marketing Communication hds a variety of roles to play. To begin with, it brings the

" marketer and consumers closer (o each other in their desire to achieve their respective goals.
Thus, a marketing-company has such goals as profitability, corporate credibil ty and market
leadership. Similarly, éonsumers too kave such goals as better consumption, staying
informed on new buyihg alternatives, and a desire for a better quality of life. Xamining

- these goals together, 0('\:: finds a degree of conimonality—the need satisfaction through
mutual efforts. Thus, a product offers the first Bgmmon vehicle for satisfying these goal
expectations of both marketer and consuriggs, Cosumers buy the product begause it is a
bundle of need satisfying attributes. MarketeMuifig out the product because it is the only

way they can achieve firm’s goals. 4 - .
The role of marketing communicati is to share the meaning of the firmt’s total

product offering with its co 15 in such 2 way as to help consumers attain ftheir goals
and at the same time move closer to its own goals. Figure 1 illustrates this linkaee,

e 1 i The Role of Marketing Cnmlmlmicaﬁun

- Marketing gof _ . 5 Buyers goals -
: Fmanc,nl \ . . Marketing : . bservable &
Non-Financial LT . Unobservabte
_ — o — e o —— Communication — _ _ . __ _ _ : B -
Perceived
Total Product
Offering

Besides goals compatibility, marketing communication seeks to
® Inform; ' ' : '

# Remind; and - o o

® Persuade the actual and potential buyers for the marketer’s offerings.

Thus, most buyers do not object to the informational content of promotion because it serves
to spread the word quickly about innovations. Imagine how much longer would it have
taken buyers to become aware of the functional utility of pressure-cookers had it not been
communicated by marketers. Similarty, most consumers would also welcome ional
reminders about products they are already familiar with. Thus, even if most buyers of
‘Milkmaid’ are familiar with its compatibility with creative food preparation, itq buyers may
still like to receive a reminder and €VEn new recipe suggestions from it, The persuasive

- element of communication has, however, been a subject of much controversy and some :

 Justified criticisms too. Many believe that marketers manipulate consumers though clever

marketing communication in making them buy those products and service whi they may
not need. Usually emotional appeals in éommunication are singled out for their tynicism.
Thus, many would consider the recent media blitz of ONIDA-21 colour television and its
appeal ‘Neighbours Envy : Owners Pride’ as a persuasive piece of marketing |
communication. ' ' _ :
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Activity 1. - Marketing Communication
- ' Process

Identify three instances of television commercials which seek to inform, remtind ana

persuade its buyers:

Answer

o Information Category: § consider ......... b {name of the TV cbmrriercial) as
 informative commnenication because it secks to U UURRRPUUUUPRE:

& Reminder Category: [consider ............o.coeennnnn (name of the TV commercial)

as reminder commurication because it seeksto ...

e Persuasive Category: I consider ...........co..oe v (nare of the TV commercial)

as persuasive COMMMUNICation because it SEEkS 10 L...oivosrnrmrvn e

Communication in Marketer-Market Dyad

Not alt marketing communication is direcled towards ultimate buyers alone. Many are
addressed to other manufacturers and institution, some e the intermediarics who engage in
resale operations and some 10 opinion-leaders who are in a position to recommend the
product. Each of them requires a different message. Thus, while a consumer may be
impressed by the look of a pasticuiar brand of non-breakable syathetic cooking wares,
dealers may need to keow the marging availabie, its quality and atiction oveRthe
competing brands. The examples will inctude the regular prblication newsigllers
from publishing houses for book purchase and recommendation. The advert

inviting dealers/distributors for various procuct like TV, [ridge el g ther exampte of
Tusiness 10 business tomiunication.

ieachers

Communication in Non-profit/Soéial Organisation

Finaliy, communication is vital to non-profil organisayions afg social jnstitutions too. Thus,
ihe Help Age India of Delhi, and the Times of Indj rdati@n Tor Eve Bank would look
forward to marksting communication with the sa tioa as would probably the
Froctor & Gamble and The Hindustan evejshe anfRgrugs campaign and the family
manaing & welfare message at the TV pri re handy illustration: of the -value of
marketing communication in Non-profit an organisalions.

1213 CONCEPT OF MARKETING COMMUNICATION

Wiasketing communiozion can be conceptualized 2t both macro and rmicro tevels, Brondly
Jefining, “marketing communication is the coniénuing dizlogue between buyass and sellers.
i 4 market place.” Thus, 1o an average ceader and observer of indian marketing, everythiog
thar marketers de to atract buyers and help them satisfy their necds, is markezing
communication. Bt shopid be noted here that although the definition is the macro view of
communication. it entphasizes a dialopuee and not a ‘monctogue’ between seliers and buyers.
The emergence ol various consumer groups has been heipful in this respect. The opening of
certain telephone lines by the myjor nationzized harks for listening customer grievances is
& recognition of this faver of markeling comstuniceiion.

Looking, however, from marketars perspective, the marketing communicatien is “the
process of presenting 2n integrated set of stimuli to a tarpet with the inient of evoking a
desirad szt of responscs within ihat target market s setting up chaanels 10 receive,
interpeet and aci wpoen messages and identifying new communicalion opportunities.”

The defisition i quitc relevant o an individuat firm. it recopnizes that the firm is boib a
sender and & receiver of markel-related messages. As a sender it first approaches customsers
10 by ifs products.‘drands ina competitive eovironment. As a receiver, it seeks to attune-
itzelf 1o its tarpet market in order 1o tealign e messages; 10 adapt messages 12 1i5 changing
markeiing conditions, and 10 spolL new commusaication opperiunities. The firm must bea
sensitive receiver of market's neads if it is 1o survive and grow. '
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134 THE OCCURRENCE OF MARKETING

Actwily zZ.

Suggest at least two ways in which Indlan Alrlmes may receive messages from air travellers,..-__
and which wﬁl help it to review its services. : '

Answer

A will recommend the follomng twWo ways in whlch such commumcatmn may be recewed

by the Indian Au_lu_les *Method 1: ...

COMMUNICATION

. An examination of the avaﬂahle u:x(s on. marketlng commumcauon r_eveal that markeung_
. cnmmumcauon, lnke all-forms of communicalion, occurs as an orde ;- T{ trans 4
" a message’. Tis simitar to the functioning of a. telephone: mrcult Flgure') cor

snmpl:fed model of how con1mumcat10n QeCurs:

_:_'Feeﬂpaqk_ Medium of trafﬁsmiséion o _

. '_Message'i-_

. _ _'Decediﬁ:g_

Message

Receiver

“The basu: elements of the eommumcaﬂon flow as shown in Flgure 2, dre the ‘source " the
- originator of the’ ‘mwsage the ‘receiver'—the ultimate destination of the message and the
‘medium of transmission "~ _the means’ ‘by which'the méssage moves from der 10 receiver.

: These eléments dre jomed together by a process which includes—‘ecoding’-—the way .

message. is put in an utidersiandable format by the source’and ‘decoding’-—the process of
retranslating the message into understandable terms by the receiver.: The feedback isan .
indication of understanding by the message receiver to the message-sourcel Figure 3 -
_shows a meore comprehinsive picture of communication as it occurs. ~ | '
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Activity 3 A _' R e 7 Marketing Communicati

: S T T Proee -
Engage a local store owher/sales person in-a mnversanon w:th rmpecl :o your | mtennon to - ' '
buy something from hlm Narrate in thls context the oommumcal.lon as it occurred :

Answer..
'i'igufe3 Marketing Commamication Process

il o _ ) " Marketing feedback .

| Mendification - 4 -

‘] of existing market | . ] i i |
apportunities : I Co&npany
Information - Y mesources !

.| sboot Product . Managerial *
*,| opportunities o | skms - (5 3
— Time - |
2 o . 1 Cumpn_n_y_ Image . |
Company goals . o o
policies etc. . E Transmission Module () - -
.L —_———— — = — — — o R — e - i
" Desired consomer | - ., @ |
" responses, .
Awareness, |
. Desire, ]
Purchase : 5 .

‘| Loyality Transmission te . ‘ )
Favourable word l
nh_nonth M-

t
_____ e e _t
8
Cmnm_unicitinn |' l '
Attitude _ N e o |
Krowledge ] Attemiioa o 1 [ Message
Social cultural system - | 1.. Filter g r Decode, ‘ | " Perception !
| Meeds . . f : ; " -
Other receiver traits - _:”:1_ i — ?im__ — = _7..(':)_ —
Reception Module (7).
—~— —— - ! Markureeqback'!_

Adapwd from MW, Del’.m:er-—‘l‘he Ma:hung Commumcnu(m Process, McGraw Hall 19}'6 p. I

Expianatmn of anure 3 B

The model of communication process, as represented by Figure 3, is:
@ a descnptmn of the process: It does not intend to predict communication occurrence.
® based on both marketer dominated or environmental stimuli that trigger off the process
of commumcauon :

In the model, the first category of stlmull is represented by the existing opporlunmes and/or
Jinformation about the opportunities (hox 1). These stimuli activate the firni’s response by
way of designing appropriate goals policies strategies and tactics (box 2). The policies etc.,
then act as stimuli to accomplish desired consumer response beginning with creating an
awareness through to obtaining a positive word of mouth (box 3). Simultaneously, these -
_policies (box 2) create a transmission module (box 4). The transmission module starts ofi -
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" 4) to turn the circle full.

-with such marketer-dominated stimali as product, pricing, distribution, packaging,
promotion i.e., the total product offering (box 4a). The total offering is influenced by the
resources that the firm has at its command (box 5}. The totat offering thus travels through
varied and often complex channels. The channels could be an advertising agency, Radio,
Television, Newspaper and magazines etc. These transmission channels can transmit the
message in different forms i.e. through visual, aural and olfactory channels to consumers,

Box 7 represents the process in which the market receives messages. The fltering of messag:
(box 7a) is dependent upon communication skills of message receivers (box 8). The box
7{c) indicateshow messages have been perceived by target-receivers. This indication is
given in the form of feedback, which travels back right through 10 the company’s perception
of existing and potential market opporturities and through to the transmission module {box

it should be cautioned that the miodel may suffer from an over-simpiification of the process.
Further, there may be many hidden snags in proceeding from a stage to anofher. However,
the model should be useful in understanding the process at a general tevel. : '

13.5 THE SOURCES OF MISUNDERSTANDING IN
- COMMUNICATION .

As cautioned'before in elaborating the model of communication process, thgre are several
real and potential sources of misunderstandipg that may thwart the process f marketing
communication. These sources are listed beldWg:

Source Effect : The source effect refers to ect caused by reputztion off the source of
communication itself, The source@ff®pcan both impede the speed and accuracy of message
receplion (if the source was unfa reputation) and accelerate it if it i}preceded bya

good reputation. Thus, a compan fn for its poor quatity products in the past, will have
to work harder for gainin mer reception for its subsequent efforts in producing
quality goods and better sefgices. While a manufacturer/ marketer-of good froduct or

eive quicker understanding of consumers for its subsequent

mitters - In marketing communications, several channels are 10 be used for
bion. Thus, a marketer of television may use dealers as well as advertising
and point o
their unique transmission characteristics. A dealer may use more body language; an
advertisement 4 sleek and emotionat word power; and POPs attractive colours. The
interpretation of cach i bound to be varied and may -affect the communication.

Decoding Errors - Many misunderstandings arisc because of ihe tendency in receivers for
selective perception and interpretation. The classic exampte of this phenomenon is again the
ONIDA television. The snag occurs more often when the message & unusual, shocking and

substantialiv different from the current ones. ;

Cominunicah ‘n Noise : ‘Noise” represents an interference in marketing co | munication
that is either du iberately or accidentally introduced and which blocks or distorts
transmission. The noise could originate from the message itself {internal noise) gither in the
form of unknown words of any other stimuli. The communication could suffer from
‘external noise’ (TV commercials in a busy restaurant). The competitors could also
introduce ‘noise’ by having similar messages or providing countcr-argnimcnds. Liril of HLL
and Godrep's Lime are the recent example of communication notse. :

Inadequate Feedback : The final misunderstanding in communication may arise due to
poor feedback given to the sender. This may affect the quality of subsequent marketing
communication. No wonder, thercfure, many marketing communicators spéad lakhs of
rupees Lo establish and monitor their feedback syster. :




Answer : B - c o _ MgrlwtmgCommunmtion
_ 1 did face communication mtsunderstandmg in the . ; SRS— ; o . Process
(name of advt.) and I would attribute it to the following :." ' : :

a) Source Effect - . —  Yes/No
b) Multiple Transmitters - . — . Yes/No
¢) Decoding Ermrs . ) - —  Yes/No
d) Noise - "—  Yes/No
¢) -Inadequate Feedback —  Yes/No.

. It was because

13.6 ELEMENTS OF THE PROMOTION MIX

Marketing communication (promolion) comprisms' several elements. Figure 4 represents the
configuration :

- Figure 4 ; Elements of the Promotion Mix
Promation

. .
Advertising Personal Selling " Publicity Sales Packaging
Given below is the description of each of these elements : : : :
Advertising : The American Marketing Association defines tising as: “any paid form

of non-personal presentation and promotion of ideas, goods by an identified
sponsot.” The key words are *non-personal’ and ‘paj an id8ntified sponsor”. Thus, inan
advertisement, instead of communicating with cus -to-face companies that '
advertise, ordinarily use a mass medium, television, neyspapers. radio, hoardmgs etc. These
messages, when they appear, identify clear as paid for them.

‘The cost of advemsmg may appear very hlgh n judged in absolute terms. However, it is
one of the cheapest when calculated in terms of cost per unit in reach and ‘frequency’.

_ Besides being cost effective, advértising often attracts customers for its creativity. Many
children and housewives in [ndia are reported to have enjoyed more the TV Commercials
preceding the programmes than the programmes themselves.

The ultimate benefit of advertising lies in the fact that it allows perfect reproduction of the
desured message and thus, enjoys the maximum degree of control over the message.

Publiclty Publicity is formally defined as ‘any form of non-paid commercially significant -
news or editorial comment about ideas, products-and institutions’ (James F. Engel, Hugh G.
Wales : and Martin R. Warshaw : Promotlonal Strategy, Homewood R. D Irwm. 1971

p. 3). _

Table 2 summarise the differences beween advertising and publicity.

" Table 2 : Advertising Vs Publicity

Sk No. | Advertising ) - Publicity

1. ‘Paid form "~ | Non-Psid form

2- Product related message Public welfare refated mlge

kN Less credible § More credible

4, More subjective More objective

5. Maximum control over the Littie control aver the message
message '
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-salesiorce

The objet.iwc of publicity arc much the same as that of advertising and corumunication. in

general, it increases consumer awaieness of a company, | its product, particula
instovative products-—and marketing practices. A company can 4130 plan pu
its-advantages.

Activicy 5

ily new &
plicity to derive

Choase a prodect/service and search for two marketing communications—pse each in the
category of advemsement and publicity. Comparc the two zad write down their

characieristics.

Answer

a) Product category chosen ..

b} Advertisement Medium chosen ......

¢} Publicity Medidm chosen
di Chacacteristics of :
(1) Advertisament (1) Publicity

Personal Selling : Unlike advertising, pe I selling involves 2 one-to-ang selationship

with 4 customer. It is “the oral presentaijon o

to a prospect for the purpose of completifg an gkchange’.

is that it allows saiespersons 1o jud;

pensive s compared to advertising

Sales Promotia romotion includes 2 wide variety of 1ools and, th
defined in ggveral dMfgrent ways. Perhaps, one of the better definition of sal
: @ !I nent which offers an extra vaiue and incentive for the prod

Promotion’ Md Modern Merchandising, NY McGraw Hill, 1968, p.4).

Sales promotion methods are useful means of stimulating a quick and tmme
; £

uto7s, or the uliimate consumers” (J.F, Luich & W.L. Zieg

tangible and intangible product by a selier

e the reaclion of

g thus, gives an opportunity to vary the message for

d other means

is generaily believed that it is not pacticutarly suited to the

-

s, has been

4 promotion i
uct o the -

ler "Sales

diate responsc

from consumers. Coupons, music casseties, free products and free demonstrations and just 2

few examples of many forms that szles promotion may take.

Packaging : Packaging has become increasingly 'imponam'as 4 promotions

in consumer products, maiketers have discovered the value of packaging ag

communication in lndia, with the introduction of new packaging lechnolog
are almost revolutionalized. The poalypacking is one Nustzation of this tremg
hiave gone 1o the extent of designing their commanication message around
innovative packaging (Dalda Refined Cil; Cosmetic and Sanitary praducts;

! tool. Especiaily
a fascinaling

y. The markets
1, Marketers -
new aad

Pan Masala

etc). The value of packaging lies not merely in proteciing the product but iy retaining and
promating the product. Service industry too has begun 10 use packaging as @ promotion.

Activity 6 i .
Identily onc instance of pa .ging as a dominant element o1 naiketing <o
Describe s Communication process.

Aaswer

T Wl CROUSE e e

RONITCATECS.




Markeling Communication

137 CONCLUSION o - o Process

To sum up, marketing commanication is an integral part of a marketing siraiegy and
often, forms a very significant tinkage berweer the firm zad the market. This also
constitutes as the most visibie commitment of the firm to its purpose i.e,, satisfying the
nceds of actual and potential customars. S

13.3 SUMMARY

The anit focuses on marketing communication as an integral part of marketing straiegy.
Marketing communication is a continuing dizlogue beiween marketers snd buyvers with a
view to inform, remind and persuade the latter to buy the product. Further, it has been
suggpsied that marketing commustications are siol restricted to products alone. They address
(o the market 85 a whole and equaily to non-profit making ofganizations. An integrated
model of markeding communication i presented, which is followed by the souzues likely to
cawse misuedersianding. The unit conclides with a brief description of advestizing,
publiity, sales promotions, personal seiling and packaging as the major elements of
markgting communication. :

139 KEY WORDS

Marketer-Buyer Diyad : The oxchange reiationships betweerﬁ'ihc firm and its buyers
intesact. : _ '

Markster-Market Dyad : The exchange relationships between the firm an L% COmpeiing
firms, other instiwtions, middlemen eig, '

Merkeiing Communisation : A continsing diatogue between the fiom an get

audience in a markel.
Advertiserient © A non-persosal way of promoting & progduct w aid for by an
identified sponsor. ; _ a

Publicity : A way of informing about any marketing plzn

etite of 2 company by mass
megdia which is not sponsored. '

Peorsonal Selling | The face-to-{ace presentatioi

i company’s sales force about its
product et : :

. Packaging : The foan in wiich sroduc 8 hought in the market.
Sales Promotion | The incentives 1o oacouraie quick adoption of a product.

Coding {or Decoding) : The process in which messages ore formaticd (or reiranslated) in
understapdable ierms :

1350 PROJECT QUESTIONS

& " ABC is a leading bask of Americs, and has been secently allowed to operzte in the four
metropolian citics of india. The Reserve Bank of india has permitied the bank o
promote liself at par with the othey patinnal banks. Asume that your job i5 to design the
marketing communication poglemne anaouncisg the opening of the Bank and
aperatinps of iz sotiviter. Prosent aa appropriate pinn for the same. You may make
wegessary asspraptions and site them clesrly. ' ’

& Bawed on .No. i, craft letteris) that the chief exgoutive (opmions) of the ABC Bank
1ig {0 Tt poloniia! cusicmeis.

14
¥

wouls

iii SELEASSESSMENT QUESTIONS

1} How does promsica differ from markeiing eomesmcation? Why is it advisable 10
visw Buriketing commanicatics eyond buyers alone?




Prometionsl Managemeiit 2) Discuss the ways in whn:h promotional mix for a refngcrator would differ from the
Deciclons promotional mix of a toothpaste. .

3} Evaluate the marketing commumcauons model shown in Figure 9.3, Descnbe its. utility '
to marketers

‘4) What audience attrib_utes should be considered in using a channel of commaunication?
How far psychographics will be superior to demographics in the procelss?

13.12 FURTHER READINGS
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Managing the Markeffng Communication Process, (6th ed) Irwon Homewood.

- MW, Delozier {1976). The Markefmg Commuanication Process, McGraw HI“ Book
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Kurt H. Schaffir and H. George Trention (]9?3) Marke.fmg Mformarmn Syﬂem NY
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UNIT 14 PLANNING, MANAGING AND
| EVALUATING PROMOTIONAL
_STRATEGY

Ohbjectives

A careful study of the unit shouid enable yoil to :

& defend the concept of promotional strategy;.

® cxplain the planning process of prometional strategy; -

® help manage promotional strategy and aliocaie desired funds to the process;
® cvaluate the resilts of the promotional strategy; and _

® draw lessons for applying the same 10 your ofganisation. : -

Structure

14.1 Introduction

'14.2 The Concept of Promotional Strategy and Taclics
14.3 A Planning Framework of Promoticrnial Strategy

14.4 Decision Sequence Aﬂal\'SlS for Promotional Planning
14.5 Sammary

14.6 Self-ussessmeni Questions.

14.7 Further Readings

_ ' . N
14.1INTRODUCTION. | \)

This unii picks up the thread of discussion from the Lnit 9 concern e framework of
marketing communication process. It Lias been observed in practic ms have to
manage more complex commumnication: process thas the liteature ¢ geest. A wide
range of communication 1ools and procedures are available m o communicate with
its target markets, It is therefore, imperative that they are we rdinated. Else, the
communication process may not work to the fulies ntage¥of the firm. In fact, the .
financial and non-financial resources sunk in any smimunication programme are
just 100 heavy 1o afford any misjudgement ingromot®gal planning. The need of giving a
strategic orientation to the promotichal ef! hardly be over-emphasized.

A marnagerial perspective or a decision- makindfproach to promotion efforts is the centzal
concern of this unit. It serks to cover the entire gamut of designing, managing and
evaluating appropriate promotion strategics for a marketing firm.

142 THE CONCEPT OF PRGMOTIONAL STRATEGY
AND TACTICS

The siratesic otientation o premotional activities is sme—qua non to 4 f"rm with a desire
1o survive and profit in & highly competitive marketing environment. The orientation
provides it with an orderiv plan for puiting markeiing resources and for exploiting market
* opportunities. It is a design that giides promotional activities for a Iong period.

Though the term strategy bas been treated to numerous definitions and conceptualizations,
we would Tall back op such definitions as are simpde to understand and eady to '
operationalize in the context cf geromotional efforts, Given below are the two definitions of
strategy:

5 “The ast of divtributing and apnlying business means to fulfil the end of policy”
(Source © B.H. Liddele Hart, Srategy 1 2nd ed, NY, F A. Praeger, Ing 1967, p. 335),

® “Tho art and science of adaptiug 20d cocrdinating resources to the attainment of aa
obiective” (Source : D.T. Kollas, R.D. Blackweli and James F Robeson 1 Strategic
Marketing” NY, Hoit Bineheart and Winston Ine, 1972, p. 14},

. From sramining these descriptions of strategy, it is clear that strategy is the way of
achieving the "ends’ or ‘objectives’ of a firm often lermed as the corporate mission. Itis &
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o marketing objectives. Figure 1 examines this felationship quite elegantly .

{ohg term vision of wlmt the business is o is striving to be. It reflects on the hrm's “selt’

and ‘self-ideal’ image. When translated in the context of promotion efforis [t
a long range view of whal promotion will be and what it shoutd be.

wﬂl denote’

It tnay be appropriate here to recall the proposition built in Unit 14 that mhrketing

communication and promotional objectives stem out of the corporate objectives and

o ﬁwiei:ﬂnksgu.wwmmmﬁmqnﬂwnm&mm -

) Corpmhlhshnoﬁecﬁvcs
. ard 51 |
| ': Cmﬁ&mwgic pla.n_ning
 Marketing Objctives and Ststegy
D ) " Punctional Strascgit planning
.Mv%ﬁuhﬁms()bjmﬁvum&ﬂeg ‘—l .
Q T “Promotionsl Actvities |
@ ._ } .. . Twiml;jlanning&omml.

Actmly 1

Examine closely Figure. l and state whal could be the most appropnale: colrrale

mission marketing objective(s) and promouonal objectives for a mmpany
manufacturing and marketmg solar heaters in Indla

. Answer

Its(a)oorporatemnssnon shoulclbe

gaged n-

b m e e LRt dmra s RN ARt be i mma s aaaa i e e st

:in-many leading texts qh']ﬁiblﬁolional strategy, the lcmi, “tactics’ is also used.

e aedp et

actics are the

ways for strategy application and'invol‘ve a ‘deployment of resources with a view to
jmplemént Strategy objective’. This will be amply clear by an iltustration of t
firms—called A and B. Supposing that firmi A has formulated a strategy of o
'_ continsousty néw products in the market: Since new products take time in ¢

a8

0 marketing
ring




acceptance, marketing tactics for the firm would beto muegenemm dismuﬁt;couponsto © .+ Plaoning, Memaging wod

encourage first trial and repeat purchase rates. _ _
" Similasly, if company ‘B’ has wished to introduce up-market products, it will have to use, _
inter-alia; tactics of atirictive packaging and promotion of high-grade dealers. - B
Activity 2. | S . -
_ Identify an example each of prémo;ional strategy and promotional tactics for the family
planning and welfare in India. \ e C

Answer _ _ _ : : . S
Promotional strategy for family planning and welfare wouldbe '....c....oiienn Cieeeeiain

143 A PLANNING FRAMEWORK OF PROMOTIONAL
- STRATEGY ' .

After a company has gained understanding of what a promotional strategy is and its

differentiation with promotion tactics, it turn its attention for evolving a planaing

framework of promotional strategy. Figure 2 provides an approach for planni

promotional for a typical marketing firm. The approach comprises () situagion a

setting up of objectives (c) allocation of funds {d) programming the elements otion

(e) coordination and integration (f) measurement of cffectiveness (golion nd follow
e

up. A brief explanation of each is given below :

- Figure 2: Stages in Promotions] Planning apd Strate
1) Situation Analysis . R Y o
~~A) Demand ' ' N ¥

¢ Culture . R
& Attitudes ' . o

Individual Differences -
e Decision Process

B) * Definition and Identification of Target Markets
# Sepmentation : '
® Positioning

€). Competition |
D) Legal Consideration
E) Internal Ocganizational Considerations
# Personnel '
e Monetary o
® Established policies and procedures -
.® Operational distinctives .
2) EstnhiishmenlofObjectlves
A) Relationship to Market Target .
B) ComfnunicationMesageObjecti\_res_
C) Sales Objectives
3) ‘Determination of Funds Appropristion
4) Specification and Management of Pro Elements
: A) Advertising I o :
o Apalysis of Media Resources
® Sclection of Advertising Media
. @ Message Determination
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Decisions

5) ~ Coordination and Integration of Efforts -

8) . Measurement of Fj’fec(iv.enegs :

 Activity 3 :

(Answer ... ... S, .“l ............

B} Personal Selling
®  Analysis of Resources _ : ' :
¢ Seiection of Motivation, deployment, compensation and evaluation

C) Stmulation of Re-setler Support
®  Analysis of Re-seller Resources
® Stimulation of Performance
# . Improvement and Augmentation of performanice

D) Sales Fromotion . s
E} Supplemental Communication {Public) Relations
® An Assessment of Relevac: Publics '
® Determination of Media and Messages
A} Achievement of Proper Balance between Programme Elements
B} ‘Scheduling of Execut_ion . . .
C) Utilization of Personnel and Outside Services-

)y Eva!ua_ﬁoﬁ and Follow up

i) Evaluation and Follow up

Source : Adapted from J.F. Engel, M.R, Warsli‘awand T.C. Kinnear: “Promotiona! Strategy” R.D. Irwin, 1987,p. 25,

Examine closely the Figure 2 and comment 2bout My relevance, utility or'pfossible
adaptation to a small organization selling plas Igcontainers.”

Situation Anslysis . -
The Promotion Planning bepin: ust, along with an analysis of promotion
environnient. The analysimgxtend§ to both external and internal environment. A
major external enviro @ apiables, attention is focused on market demand; m
“competition 2nd legal ctraints on promotional activities.
As for internal
ofganisation ¢ @

and promotional MgiEnments,

s capability, goodwill and resources for carrying out its m

Establishment of Promotional Ghjectives

ong the
rket

gggment, the focus will be on how the employees and publics J.vilhin an

rketing

Objectives are expressions of where a firm would like to be in the future, As sta
the promotional objectives are derivative of corporate mission and situation anal
Table 14.1 detailes what could be possible objectives of promoticn. Although the
promotion objectives are normaly for the direct utility of marketitng managers on
advisable to have a macro view of these objectives so as to have a larger picture.

o ' Table I : A Statement of Some Possible Przaotions! Objectives
1} Desired conditions to achieve in the consumer’s mind i
. A)- Clarify neev's ' '

before,

, itis

1) Make the consumer conscious of the difference between the objedives and the

present position, :
'2)  Clarify the nature of this difference in his mind,
3) Increase the magnitude of this differences in his mind, _
4} Provide some urgency about eliminating the difference. '

5 M_ake him feel more certain that a difference does exist row or in the l'utﬁre.

B) - Increase Brand Awareness
1} lscrease the breadth of awareness,
2) - Tucrease the intensity of awareness,
J3) Improve the timing of initial awareness in reigtion to purchase.
4) Increase the duration of awareness.
3) Improve the quality of-the prospects made aware,

6) Improve the closeness of association between the need felt and this brandasa

solution ¢o it.
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"2) Increase the ratio of favourable knowledge o0 unfavourable knowledge about

Increase Product Knowledge :
1) Increase the consumers total knowledge about the brand

this brand.
3) Improve the accessibility of this knowledge in Lhe consumer mind.

4) Tmprove the accuracy of knowledge about the producl in the consumers mind

(eliminate unfavourable myths.) ~
5) Improve the appropriateness of consumer knowledge especially on umque
points of product differentiation and hidden qualities.”

£) Improve the credibility of consumer knowledge.

D)
" 1) Progressiveness

E)

Improve the Company Image

2) Honesty

3) Reliability
4) Competence
5) Friendliness

Improve the Brand [mage

‘1) Improve consumer attitudes towards the product attributes (desgn capacity,

F)

expense, quality etc.) of the brand..
2) Improve customer attitudes towards the personahty attributes (age, status,
gender etc.) of the brand.

Increase Brand Preference

1} Increase the breadth of prcfefence (the number of consumers that prefer the

brand).
2} Increase the inlensity of preference (the strength of preference).
3) Extend the time period of preference.

() Desired Conditions to achieve in the Consumer’s Behaviour

A)

B

%)

. D)

111}

Stimulate Search Behaviour :
1) Increase store teaffic . ' :

_2) Increase enquiries _ .
3) Increase-other forms of product enquiries v

Increase Brand Trial Purchase - ‘ - 2 o
1) Increase the number of triers - Lo
2) Increase the quality of triers {i.e. triers the greatest possibility of

re-purchase}.

Increase Re-purchases
1) Increase the frequency of purchase
2) Increase the volume of re-purchase (decrease cogmtwe d:ssonance}

3) Extend the period of time over which re- -purchiase continue io be made.

Increase Voluntary Promotion by consumers of the brand
1) [Increase the quality and the amount of word of mouth communications -
among Consumers i

2) Increase favourable consumer feedback lodealers. ' o Jf"

Desired Condltlons tw achieve for Corporate Position

A)

B)
— diversification

9]

D)

Improve the financial position

1} increase the sales volume per year

2). Reduce the cost of sales per year

3) Increase the profits per year and/or Retum on Investment
4) Extend the penod of profit flow

5) Increase the certainty of profit flow

Increase the flexibility of the corporate image to facilltm.e fulure gmwth and/or

Increase cooperauon from the trade

1) Stimulate the enthusiasm of company sales representative
2) Increase the self space at retail outlets

3) increase the completeness of inventory

Enhmce the company’s reputation in the financial community,
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. E) Enhance the company’s reputation among present and pate_mia] ployees

F) Increase the influence of public opinion concerning political issues|velated to
corporate welfare

G) Build up Management Ego.

Sourre : MW, Delozier {1976} : “The Markeling Communication Process™, McGraw Hitl Book Company,
p 279-8G. ’

Activity 4

.Examinre closely Table 14.1 and select the promotional ohjectives relevant o (a) the Post’

and Telegraph Depariment {b) Railways.
Answer '

Role Assignment 10 Promotional Elements

" In a promotional strategy, marketers endeavour to- srrive at the best possible mix of
‘promotional elements. These elements are advertising, resellers support (wholesalers and

retailers) personal selling, sales promotion etc. Figure 14.3 explains finkages between
various promotion elemenis and the bierarchy of effects : :

Figure 3 : "Promotion and the Hierarch of Effecs Model”

'HIERARCHY GENERAL BEHAVIOURAL | SPERJFIC BEHAV!OUR SELECTE PROMOTIONALI

OF EFFECTS OQBJECTIVES OF IBIEQGIVE OF MIX RELENVANT TO EACH
PROMOTION ) MOBION
Awareness Obiain consumer recagni:ion. Advertising; publicity
Pravide [nformarion i consumer knowledge of  pre, POPs and
L product attitudes window display
Knaowledge . .
Liking

Obrain favourahte athiludes.
gain preference jor
company's brand over those
of compelilon

Combination of Media
Advt. (Arguments.
Image and status
appealy Sales force,
demonsiration

Prcfcre;'n e publicaty, wurd of mmnah -
Cunviclion— . .
Susiain sirong Point of purchase,
) consamer preference; gzin displiays, A(]lvl" Dealy
) _purchase of geods and special offers price
5""}"‘.1:“’,3"‘] service; mainiain appca! celebrity
retain destres continued purchase Endorsemen, Direct
Mail; Sales Force,
Pun_‘:h:;c Ward of Kouth.

Source R. Havide & G.A. Steiner : A Model 10 Prtdlclwc Measuroment J\dvcrtmmml Effellwencss Jourral of

Marketing. Yol 25 Octoker 1561, P, 61,

Co-ordination and Integration of Promotionat Efforts

Past research has brought out what separates 2 successful strazegy from 2 non- successful
ene. Tha major factor is cifective coordination and integration of vsrivws efforts. The samg
is true for promotional strategy.

A promoiion co-ordinator thus, has to ensure that unless otherwise nqmmi advertising
should not ever-shadow personal selling for a given product or vice-versa. Similarly, a

careful decision bas to be taken for involving owtsiders like advertisement a‘gencv, market
research and media buying services in your promotional efforts. A proper balance is to be

" arrived at between management and outside experts thinking.

A Budgeiing Framework for Promodicnat Strategy |

In approeching to initiate budgeting for promoticnal strategy, the decision makers are
confeoated: with guestion : How much should b spest? Unforicately, BRSWerS are difficuit
to come by. Mcremct lhey vary substantially,
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Fhis sefzti‘on intends specifically t¢ deal with the issue and o preSem séver_al_ teéhniq_ues for = - ' - Panning, Managing ‘and
determining promotional budgets or-funds allocation. 1t should, however, be cautioned here - Evaluaiing Promotional Strategy .

that these methods aim to reduce the subjective bias in atlocation dégision, They can never
eliminate it entirely. ' o
“The framework for funds allocation it promo(ioﬁ begins with the. objectives. -Figﬁm 144
provides a graphic illustration of the same=. . ** . o
_ Figure 4 : A Framewaork of Funds Allloc;.lion 16 Promotion .
Promotianal Objectives

; :
‘Selection of Techniques

[ ,_:_Mddifacaliou'} in Allocation
1 . 1.
1 . |
* --Geographic »
! comsideration :
! n
f ;
[ |
- - Unanticipated - :
i contingencies i
. . i
. . il
] H
re Product Life -E
¢ cycle consideration . .
Specification of Promotional Budgel :

3) Techniques of Deierminlng promational Budgeis : I
Traditionally, many of techaigues are available to help decision makersdp allougting funds
to promotional activities, Table 2 summarises each of them. -

" Table 2 : A Description of Promotional ludgeﬁngmes

Yechnigues -, . YHustration - R N, _

1) Axhitrary R 1§ the current year's promotion bu W 1,20.000 and the next vear is . -
: expecied 10 be a good ¥ ¢ decislon is taken 16 increase funds allocation 1
by 10 10 }5%. Thus, jon will siand belween Rs. 1.40,000-1.50.000.

for the next year. ) S - :

2)  Percentage of sales _ 1 the presen! peaggotion percentage is 10%; for every sale worth

: Rs. 100, Rs @ ot on promotion. Thas, if next yéar's sales are forecast
to be Rs, | crd amotional budgel will e fixed at Rs. 10 lakhs,
1) Competitive parky ' iF the carzent year s promotion hudget is Rs. 120,000 and the closest

cosnpetilor 1S expected to increase i promotion budget by 4%, the firm wo
. follows this stsategy and eslablishes the budeet allocation at Rs. 1,24.800 pext -
. year, | o . ’ . S
4 AW you can affocd " if a firm has & iotat markeving budgey of Rs. 10 lakhs, out of which
: Rs. 5,00,000 ace altocated for distribution, Ks. 4,00,000 fex product testing,
aad Rs. 30,000 for consumtr surveys, thet remaining Rs. 1,206,000 is left for
- ndvertising, personal selling, and sales promoticns, C

5y Ohiestive and tash M the Sirm bas thees ool for pext your : (1) increase sales of brand A by 5%,
1if) fntroduce brand B wnd 2iain recoguition by 15% of the wrpet market,
(i) and Emprove positivé rating of the company from 60 10 75%, the promotions
tosks an tools needed 1 pehieve tiess goals will be albocated stparartly.

1t is clear tha sl the techaiques have their own merils aad demerits and may not be !
recommended 10 every company universally. Similasly, even a compady may change over ’
from one technique (o another in a given period, for allecating promotionai funds. .

On the wholé, the ‘Obiective and Task’ method of funds allgcation seems (o be the most
rational and equitable. It is based on 2 buili-up approach that aggregates that cast of
performing those tasks thas are needed to reach stated objectives. Ther only it determines
the oWl promotions] sppropriation. The research studies also have verified its greater
populnrity and use among all the techniques mesitioned thus far. AL L
ivj Modgification in Promotisnal Budgets . S . .
‘Even if a suitable technigue bas been identificd, it may become neresary for a firm w
fusther fine ture it for furd allocation. These could be three reasons for the modification.
~ Differcat geograpbic conditions are the first 1o force & chiange in.funds allocation. Thus, _ . o
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" results. In other wor
* different propositi

relevant m

" Bombay may account for the Iargwt pmmotlonal budgets even though ithe aliocation for

_Western region may oot be high for promoting the products. The second reason for change

emanates from the different stages of product life cycle (PLC). It is, thus, logical to spead’ |
more during the launch phase of product than the growth stage ofprocluct when it has
stabilized. Finally, unanticipated contingencies may call for a modification in promotional
budget. For-instance, the promotional funds were increased by Reliance in 1989, to assure
its investors about the working of its ‘Patalganga’ plam complex when unusal heavy floods
in Bombay badly hit the plant .

Acumy 5 ' :
I) Recommenda funds al]ocauon techmque for promononal purposes; (o

a)} a politicat party for its advertisement fqr the general elections;
b) anew company with a totally new product; and - .

c} an established Comipany wiil_l a new product.-

11y Expiain why you have chosen the technique?

© Answer

The promouonal slrategy costly and resource-cor <. ming, hes to show tangible

. effeciifeness measurement is a mus - Doing it, however, is a
recommending it because both ' - asurement’ and ‘effectiveness’
have been subject a variety of interpretations, It has be ome yrirtuélly impossible to
satisfy all %l‘l:.ss riteria. [n Unit 18 of Btock 4 an attempt has been made to identify

chnigues and their working for measuring ¢ffectiveness of promotional
efforts. ; '
Evalnation and Follow up :

At this stage, marketers have o evaluate 1mplememauon and efforts of the promomnal
stritegy; identify the gaps between its objectives and results; and plan action for its fotlow
up. This way, chances of making the same mistakes again.and yet all over again, are

 reduced considerably. It also ensures that lessons are learnt from deficiencies. Finally, - -

notwithstanding the presence of subjective perceptions in evaluation, accountability needs to
be fixed for doing both right and wrong things in the promotion strategy. For this reason
alone, the evaluation and follow up of promotional strategy is inescapable.

Activity 6
Review the promotional. planmng as described in Section 14.3, and comment whether it
will be appropnate for promotion of:  °

Very fwot | cant
much | Much _much say

2) Industrial Product Cempany
b) Consumer Producs Company
€) Service Produrt
d)  Non-Profit Organization

, €} Government Agencics

" Individuabs ’
g Mdess




14.4 - DECISION SEQUENCE ANALYSIS FOR-
~ PROMOTIONAL PLANNING

Figure § illustrates a decision sequence analysis for promotional strategy. It provides an
illustration of the stages in the promotiona planning framework discussed in the pre\rlous
section. It should be noted that the decision sequence analysis is :

. balsecllon ari ‘adaptive’ process. I, thus, includes systematic procedures for gathering
information and bringing about modification when needed in the promotional planning.’

@ based on the proposition that the promotional planning is a continual and on-going
process. Evaluation, feedback and follow up are the integral parts of the process that
provide it with vitality and relevance in the changing needs Uf promotion,

Figare 5 : Decislon Sequence Analysis of Promotlonsi Strategy

. Step 1

Situation Analysis: = -
Demand, Target Markets

Internal organizational considerations

Segmentatlon and Posmomug Competition, legal consideration,

Step2

Establishrnent of ob]ecuves
Relationships to market
. targets; communication message, _
- objectives, sales objectives

~ Step3 L

Determination of Funds
Appropristion

Step 4 l

o

Management of Programme Elements

_ specification and advertising, Personal
selling, re-selling support, sales promotioy

ic Relations .

Y S

S

Evatasting Prosotional Strategy

Personne)]

Advertising Selling

Sales . Re-seller -
Promotion Programme

" Public

Relations

-
Aualysis of )
Media Resources

11

Selection of Madia —i _
1
Determination of Message - ]

Step 5 | I

—

—

[

" Decision Sequence

similar 1o advertising

Co-ordination and Integraticn:

Balance scheduling, wiitization
of personnzl, funds-Allocation Revision

" Budgstary

- Revision

Step & T

_ Measuremient of Effectiveness

Step 7 : o
Evaluation 2ad Follow-up

Posimartem Aszessment of
Accountability

Source : Enget, Waishaw snd Kinnear ; [bid P26
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145 SUMMA_R_Y

The unit sheds light on Ihe hidden aspects of promohonai strategy [t f it dlﬂ'erenuaies

_ between slralegy and tactics orientation.

The unit follows with a detailed framework of pmmouonal strategy. Setting up of

_ objectives of promotion are evaluated with a closer eye, because they will later become the . o
~ destination points for promotional activities. A procedure of setting budget is discussed and

several dlfferent techmques for thr. same are explamed

" The unit fmally develops a mauageml framewmk for evalualmg and commllmg the:
~ promotional effom

l)

)Y

4)
5)
6)

after 6-7 years of profitable w

: 14 6 SELF—-ASSESSMENT QUEST[ONS

‘What do you undetstand by the det:ls:on-makmg Eramework of pmmouonal strategy"
What are its components and stages? - :

Define Promotional Strategy. What Objectives should a frm set for promoting its

. products targetied at clnldren? oL
I

Assume that you are a dlreclor of pmmotmn ofa nt:wljr created mitual-fund subsndnary
of a bawk. Develop an appropnate _promouonal strategy for the same. = - - .

urgamzallon

[dentify two major methods of settmg 5%;@:1 budget fora non-proﬁl/socxal

Evaluate the Decision Sequenoe A

palysis rorr_lolional strategy_a ﬁrm going-‘public‘

A large multi product mmpan ading in the pnv'ate sector, has l!'eo'éﬁ(ly entered in
the ball-bearings mark requested you to prepare a promotmnal strategy for the
introduction phase. Adv:

A South-based company is engaged in manufactunng and murkeung a
wide range of Is for d estic use. It now- wants to tap the quality conscious
market i ' Western ln ia. It believes that promotion is the key to its growth.

t appmpnate approach to promotion efforts, the ways to set the
get and the methodology to measure its effectiveness. '

147 FURTHER READINGS _

W.H. Boien (1981) : Hdvemsmg J. Wiley & Sons
WM. Wellbacker (1984} Adven‘wmg Mchllan Publlshmg
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UNIT 15 MANAGING SALES =

~ PROMOTION

Objectives

After going through this unit you should be able to: . . _

& explain the important consideration in the organisation and management of consumer
‘trade and salesforce promotions - o o ’ '

® discuss the importance of measuring the performance of sales promation

® describe how to manage sales promotion schemes 10 efficiently accomplish the goals set.

Structure

15.1 Introduction :
15.2 Managing Consumer Promotions
153 Managing Trade Promotions
154 Managing Salesforce Promotions
155 Managing Sales Promotion in Service Marketing
156 Measuring the Performance of Sales Promotion
15.7 Summary - o
158 Self-assessment Questions
159 Further Readings

151 INTRODUCTION N

This unit is  build up on Unit 17 on “Personal Selling and Sales Prommck 5
forming part of MS-6 Marketing for Managers. While Section 178°0m_Sales romotion”™
discussed aspects such as meaning, role, objectives and methods of @ pmotion as well
as highlighted the need for systematic management of. this function thadafier forms the
subject matser of this unit. o

You would recall that sales promotion schemes are d at fhree target andiences namely
consumers, trade (distributors, retailers, etc.) and ce. The issues relating 0

" effective planning and control of sales promotion tarfgited at each of the three audiences
are explained below : . ' '

152 MANAGING CONSUMER PROMOTIONS

Consumer promotions are those incentive schemes which aim at encouraging the
product/service usage at the ‘consumer Jevel. You might recall that some of such schemes
are over-the-counter give aways, price-offs, quantity-ofis, samgpling, in-package premiunt,
banded premiums, container premiums, self-Yiquidating premiums, COUpONS, pessonality
premiums, refund offers, trading stamps, CORIESts and lucky draws.

" Besides choosing an innovative and creative scheme which is compatible with the sales
promotion goals set, it may be noted that the success of the scheme rests equally on how

well these are organised and implemented.

For effective management of consumer promotion, the following checkpoints merit _

consideration by the sales promotion Managers. These checkpoints, separateiv consumer

schemes and consumer contests, are as under: :

Organising Consumer Schemes ‘

a) Obectives o _ : .
Simply speaking, all consumer promotions must persuade consumers 10 CONSUME MOTE.
Under this overall objective consumer schemes can be ofganised o help attain the
foliowing specific objectives : ' o

o stabilise the fluctuating sales pattern
# to make the slow moving products to move faster
® 1o overcome seasonal slumps

to clear inventory of old product while making room for a new product
to effect sales of specific pack size or in a specific market(s)
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b)

c)

d)

£)

Organising Co sumer Coatest :
Consumer contesls are competitions wherein individuals are inviied to compeie
of creative skills. These contests are generaliy open for a periad of five weeks oy
among oihers aim at generating preater degree of awareness and enthusiasm in 4
and/or his brapd. Although consumer contests are capable of accomplishing sof
sales promotion chjectives mentioned earlier, yet there are certain specific ohjed
which consitmer contests are more saitable. These abjectives are :
.

* % @

LI 3

" Tn cases where sponsors make ugf

‘themne visualisation sssociation, CORpON TESPOnse ic

@ {0 connter 2 competitive move

& to build goodwill by sharing festivity spirit

® to improve product visibility at point of sale

* to motivaie trade to lake more interest in the product
@ 1o assist In the lauach of a new product :

Scheme Selection .
Innovative and not-easiiy imitable scheme which is svitable to accomplish
set siould guide the scheme selection. For example, while price-off scheme

he objeciive
works well

for an objective of inventory clearance at the retail level, 1o promote sales Tf a specific

pack, schemes such as in-pack or tianded-premivms have showr encourag

1z results.

It may also be noted that & consumer scheme which clicks weil for one product need

not succeed for the other. Also, what succecds in one markes or the oue tha

t succeaded

in the past may not necessarily do so on its repetition elsewhere or latter. Sowic more

puints that need emphasis are given as under :

® Ensure that the consumer promation reaches the consumer given the nol-se-

scrupulous image of the traders in India and the pilferages in fransportat

¢ Ensure the réady availability of the premiums at retzil points during the
durziion of the scheme for which proper forecasting and refiable sourcin
consideration. Often sponsors run into problems of non-availability of p

o,
eaiire

s afe critical
emiums

and also the varying guality of the premivm item given makes a reflection on the

quality of the brand under promotion.

Scheme Execution
Given the varying iax structure across our
for the scheme, consumer scheme shoulg irc!
in order to munimise leakage,

tes the selection of the target 1
e in it the neighbouring sat

QUpONS personality premium schemes
refund/rebate offers, there is a
field /regional oftice to egable qusck
the mind of the consume

Promoting the Pgpagotio

arket arez
lite markets

, and

1% responsibilily on & specific persopnet at the
processing and minimising delays and doubts in

the scheme

iof the .
ssforce

the scheme

a5 their own and thus be prepared 1o put in the extra effort required at the ‘markeiplace.

Follow-up .
For ensuring better performance of the consumer scheme, it is desirable to s
market place soon afier the commencement of the scheme. This monitoring
cover : brand and precuum availability, brand visibility area and store-wise
movement! of the brand, and competitors reactions etc. Reminder advertiser
releasé of extra P.OLP. materials, and deplovment of salesforce may someti

“required (o save the scheme from misfiring, hence a contingency plan for ¢
should be nrepared.

Stimulating interest in the stagnani/tapering brand

Increasing product usage and its unit of puechase e.g.. a larger size pack
Introducing new products E '

Acquainting consumer with unigue or specific aspscts of the trand and bean
Messuring the effectiveness of ad copy and miedia through recall, completion

Generaiing mailing iist for database rarketing
Influencing enthusiam: in pubiic and generating goodwill.

2

monitor the
should
daily
nents,

es be
e above

on the basis -
more and

he Sponsor
me of the
tives for

1 usage
of slogan,




Ins organising consumer contests; one of the most important aﬁpecls is to consider the law..

Being skiil based competitions the contests are covered undér the Prize Competition Act of.
1955 and require a written permission from Government (District Collector or other similar -

licensing authority in a State) before launching a conisumer contest. Adapting Risks, four "~
things determine the success of a contest and hence need careful consideration. These are ©
1) the type of contest, S ' R R 7
2) the prize schedule, S
3) advertising and promoticon of the contest, and
“4) rules governing the contest. C _
' The salient points of these four aspects are menticned below :
Type of Contest o - _ o ]
Being capable of méeting diverse objectives the popular types of contests include : reason -
why, sentence completion, brand name/slogan/essay writing contests, special skills— . -
sewing, knitting, cookery contest €tc., each capable of delivering the purpose with which a

contest is organised. Whatever be the type of contest setected, it should be easy and fuain O

order (o attract greater participation.

Prize Schedule . . _

A big first prize, a few second, more, thirds, and many consolation and early bird prizes rule
 the consumer contests these days. [n order 10 reduce uncertainty on the part of the
" contestants it is desirablé to offer only well-known braids as articles of prize. The closing
date of the contest must be adhered to'znd ils extension even “on public request™ is

generally scen with suspicion and in bad taste. The intervening gap between the closing date -

of the coniest and the announcement of results should be the bare minimum, pre-fixed and
in case of unavoidable detay, must be advertised. Likewise, the announcement of results
should be given wide publicity. : :
Advertising and Promotion of the Contest

It is important that the contest be supported with an integrated advertising
programme targetted at the consumer, the trade and the salesforce. Me
supported by displays and P.OP. materials at retail level and intense mar
salesforce improve the public.participation in the contest periodi (

i promotion

_ increase_in,thc reminder ads towards the last leg of the contest pig
of early bird prize winners have been found to stimulate igcreased
the comtest. . - : EE

Consumer Contest Rules .
Experience brings out the need for clearly spelligf
aspects in the smooth conduct of a scheme. Whil® d pt heir
due place in the panel of judges, it must by pute®and technically qualified experts to0.
Specifically the rules should contain ind ™ .

carly participation in

es c;dbéring iti!e fol_lowin'g

 Judges decision wilt be final and no corresfondence will be acknowledged.

o How aid when the winners will be informed. _ :

& Whether entries will be returned or become property of the sponsos of the contest.

e And, where applicable, all entrics submitted must be the original work of the contestant.

Slf:\lrvel;s; lleading nu’:\vspaper\for a_pefio_cl of one moﬁth and gather the following data :

a) Total number of consumer ﬁro_inotion schemes and consumer contests announced.
. .b) Identify the brands, product categories ana their sponsers.

c)_ List the various consumer schemes and type:% of contests announced.

d)- Analyse the terms of the consumer schemes and tules of the consurher contests.

ub. Annosncement .

Mies and public persons have their

" Managing Sales Promotics
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15.3 MANAG[NG TRADE PROMOTIONS

Trnde promot:ons are the incentive schemes which are offered to the disteibutive trade

“(wholesalers, distributors, retailers, etc.) and aim st motivating them to back up the

sponsored brand by giving more than their usual push.

You might recall that some of the tmde promotion schemes aré such as dealer “loaders™—

_ merchandise deals, buying/selling allowance and discounts; coupons; shelf-space incentive,

display contests, sales contests, gifts, trade/cooperative allowance, premium or push money,
and provision of P.O.P. material.

Effectively managed trade promo: ions conuibute'towards building costomer trafﬁ'c at rcta.‘l
points, increasing sales, i 1mprovmg proﬁtabﬂny, and strengthening of manufacturer—trade
relationships. :

Organising Trade Promotions

. While trade promotions are meant mter-aha io obtain greater tradc cooperation and

improve manufacturer-trade relations the practice of trade promotions schemes has
brought forth cértain conflicts between the two, These conflicts mainly arise out of the

unmet expectations of each other. For effective management of trade promotions therefore, -

one of the prerequisites is the clarity of understanding between the parties regarding the

" .roles and goals of each, The manufacturers should ciearly understand that like them the

trade have their cwn economic objective which is of supermost importance to them.
Likewise, trade members should realise that with rising costs of managing promotions, no
menufacturer can afford to accept the indifferent response and performance of his trade. A-
few of the basic considerations’ useful in systemauc organisation of trade promotions are

- given as under:

1) Trade promotion schemes should mafllg with the capability ofithe diffel'_c_nt_mmbers of
trade. For example, wholesalers t primary demand creation of the product,

and the retailers in administration o fete schemes. Sponsors of trade promotion.
schemes should perform ¢ ks for them instead of expecting them to carry-them
out. = ' :

resorting to unheal practices on part of the trade.

" 2) Only those w_heth should be offered which minimises the temptation of
I

3) Trade shoy ely communicated and soundly convinced with the workmg as

well as re (Pected of the schemes. .
4) Regd availaBility of product supphes and gifts must be ensured dunng the penod of
the

m@s ion scheme

3) Increasing oompentuon and limited display-shelf-space now requ:re that sngmng up of
the prominent dealers and bookmg of theu shelf-space should be done suffi aemly n
advance.

6) In case gifts are offered as incentives to trade membets, these drticles should be of
repuled brand and of household or personal use,

7y The orgamsamms of dealer display and sales contest follows more or less the same steps
“as dlscuswd for ¢ oonsumer contests earlier. Some pomts of special importance include

¢ Selectw n of dealers havmg prominent location as well as good facilities such as show
. windows, counters, etc. -

& Provisions of assistance for arranging creative chsplays because not all dealers show
encugh initiative or possess adequate expertise in this area.

& Communication of the team of judges, the judging criteria and offer of oonsoiauon
orizes of meaningful valué inspire greater participation of the trade in the contest.

e Assignment of targets should be based on the trading area potential, It is useful, -
therefore, to divide the market into different potential zones, and likewise oﬂ'er a set
of prize on zonal basis.

8) 1t is said that not more than i5 per cent of the P 0 P. material supplied is displayed
and that 100 for 2 period less than half its life. It is neediess 10 state that the use of -
P.OP. at the retzil-level requires constast sq_;pervi.sion and follow up. -

9) Leading rezail dealer offer their own retail sales promohcn schiemes. Though difficult,

attempt should be made togeta specw,l support for the company product kne dum;ig
the period.
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10) With the sraendment of the MRTP A, 1969 by Amending-Act 30 of 1984 wed. st
Augpst 1984, Sections 36A to 36E relating to unfair trade practices have been insertéd.

Upon complaints relating to discount sales upto 50% the commission faid down the B
following guidelines for future advertisements : o '

#® the period of discount sale shal not bé less than 10 days,and _
# the original price, the bargain price, the quality of articles at which the maximum .
and minimum discount would be available shall be mentioned. '

Activity 2

Interview three retatlers (one dealing in consutner non-durables, one in consumer durables

and one in pharmaceuticals) and compare the various kinds of dealer promotidn schemes
offered to them: Survey their impressions regarding which of these schemes they like the

most and why? Also, ask them as-to what should the manufactorers do to make their sales.

promotions more effective.

Sales promotion schemes offered to the salesforce mainly include incentiyg progigmme and
sales-contests. The operational and managerial aspects of the two schemes - digfussed
below: : ] ) : .
Orpanising Salesforee Incentives . _ C -
Sales incentives directly link the motivation and reward fadhie salestorce. There are four.

~ méthoeds by which safes incentive awards may be oompu%& salesforce. These are:

® awards aretiedtoun_itsalesonanacmal i b : S o
e awards are given to those who achieve m wpecific percentage of their sales quota

performance. _
# awards are given to those who pe 1 in relation to their individual quota.
®  awards are given on account of spet ievements as notified by the organisation from

time to time. _
The sales incentive awards take the form of casi, travel merchandise or a mix of the three..

' Sa]e:s' incentive programmes have been found to be both cest efficient as well as strong
motivators for improved sales productivity. According 10 an American study, some of the
popular ceasons for the use of sales incentive include: : o

increase sales per sales person

boost morale '

increase units sold per sales person
launch tiew products '
increase average sales pér account
promate dealer activity '

boost. recession — period sales _ :
upgrade exisiing accouns lo high ticket products
revive old products, eic.

The manageriai considerations for sound management of sales incentive programmes are
discussed alongwith the sales coritests. . g

s .
Organising Salesforce Contests
A sales contest is 2 competition among members of the salesforce of a firm. Sales contests aim
to fuliil the needs of the sales persot for achievement, esteem and self-actualisation used
" effectively, sales contests prove to be a boon 1o the sales organisation. On the other hand, if
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Promotional Managemert .
‘Decisions .

. Rules -

~ different sales contests ‘with restrictive

. 2) Don’t sei goals (oo high

4} Don’t use sales vo_hme a5 the only goal of every contest

improperly handied sales contest can dutroy morale among salﬁ persons as well as negauve/ly
effect sales. Over enthusiasm to win contests bas also led some salespersons l.T inventory -
overloading, cheating and even neglect of customer service and relationship. In short, being

pmnetom:sfresalmmnmlsneedlobemanagedweﬁlﬂy ' o _

In addition 1o the managenal considerations for effective management of consumer and trade
promotions some other aspects relating to thema;, rules, pamcnpanon and promotion of sales
contests are discussed below o

Themes of Sales Contest : :

Sales contest have a direct and a noveity theme. In a chreci theme the l'ocus could be on
obtaining new cusiomers, or scllmg a more profitable product mix or improving the market
share etc. In a novelty theme the focus is on fun simultaneous with more specuﬁc current event

‘or problem facing the company sales. Some examples of noveity themes are ; Let’s hunt for .

hidden treasure {find new customers}), make your customer fat (sell more to Gxisting
customers), planting the gold (sell’ more prefitable orders), healthy customer healthy sales
person {more sales, less outstanding, more profit per customer) etc. Themes which are niovel,
objectively measurable and rele-.r.mt 1o the oompany sales curve find greater ticipation of
the salesforce. .

Clear and comprehenswely written rules covering aspects such as what will constitute a sale.
{order, delivery or payment), whether institutional or origina) equipment manufacturer’s
supglies will be counted ini sales ‘or not, what will distinguish between a m;j order and old
order, and new customer and old customer, what about cancellations-or returns after the

" contesi penod is over, and which achlevemenl will carry how many success pomls, help V]

mmtmlse heart burns and il- fcelmgs among the sales persons

Participation -
If the size of salesforce is large and the era levels different, it is preferable to organise

ipakion on an eligibility criteria|In any case, sales
contest should try not to pit one salgs inst another. An offer of a vaniety of prizes for -

various lypes of achievements h§!

Promotion " AN | S
Excitement, surprise an ing of enjoyment should govern the moeod throughout the
comtest period. Writetips ifgfewsletters; flashing of special communications with photographs
of ice breakers, t achi®vement and achievers; wiring of reminders, motjvational letters,

‘announcemen ore prizes, etc. lend strength to the air of expectancy on the part of

the sales pgrson diMgg the contest. To save the sales curve from dropping down drastically
8§l is over ind also not to lose the business which could'not be accomplished
j€st period some activily must be planned. '

- Finally, some 'dc‘m‘t oﬁ sales contest as mentioned by Heinz Goldmanh.-
-1) Don’t reward just one person

-One or only a few winners can serve to demoh\rate the losers. A contest which no one has
a chance of winning can often cause salespeople to sell’ less than beforc the contest started. -

Do not alienate the bulk of sales people with goa]s that are too high. Motivate everyone,
_ because the bulk of sales does nol come from a top performer. There should be as many
winners as possible.

3) Don't'siart the conlests towards the end of the year
. Many sales persons perceive a year end coniest as-4 way Lo make up foy poor planning
and a bad sales year. . '

There are many marketing goals other than sales. Other goals like territoey cultivation,
dealer refations and customer relations can also increase motivations of sales people who
achieve less than others in terms of sales alone. -

5) Dbn’t use the same prizes fdr_every contest
" The same prize repeated very often can lose impact very quickly.

6) Don’tinclude only sales people in the contest :
A good opportunity to involve other pcople within the company & to make them part of
the sales contest. The non-selling <ttt .an do # greas deal tef help push their sales people
10 perform better. : - '
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'7) Don't ket the sales contest h@c@m& 8 guessing game - - " Managiog Sales Promotion
Everyone should cleariy understand the purpose of the contest; otherw'@ lost sales are : : :
bound to occur. A sales contest is not.an intelligence test,

- 8) Don't hook for a “fair” or # “jasi” contest
. Sales contests have specific goals to zocomplish and unfonumlely some goais willbe -
- easier 1o accomplnsh for some than for others.

155 MANAGING SALES PROMOTION IN SERVICE
MARKETING

Our discussicn so far remained laml ed to firms marketing taﬁglble guns. A_lthough the
considerations and guidelines of sales promotion for goods are extendable to services, some
spectal aspeets of services sales promotion are covered hereuader.

. . Y

Of late, we notice » great deal of sales promotion activity on the part of hotels, travel ageats,

international airlines, banks and financial service institutions, etc. These firms make use of

schemes similar to that of product prometions at the kevels of consumer, trade and own

salesforce. Some of the commonly offered sales promotion schemes offered by services firm.

* are: price and quantity off by airlines coistests and coupons by tourism orgamisations, refunds
snd future discounts by international airlines, prepriums by banks and financial institutions,

. inceatives to trade and safesforce by financial services ﬁrmq et :

Organising Services Sales Promotion

Services carry the pecwhisrities of perishability, absence of inventory and intangibility. As such

a service not uiilised is an opportnity lost for ever, be it an airlines seat, a hotel rgom etc. The

demand management of services, therefore, ofien requirss the use of sales prc"nouo

pamcuiarly in business affected greal]y by seasonality or haviag intense compe

Lovelock and Duelch make Iollowlng observations regarding mgams
serviges markeling.

es promotion for

@ The broader the service product line, the more challengingghe scope Tt offering sales
promotion schemes. For exampie, an airkine has limited op gainst a hotel which
offers a large variety of restaurants and services.

®  Asthe usage level of service vanes with the cust ike cormumer goods, service
marketers offes scheines with muitiple options for difigrent levels of consumption, as i
tie case of airlings promotions. o

B

& Consumer response is likely do vary by type omotion and is undikely ¢ be lincar: in

other words, a 10% disvofing will not necessanly genevate (wice the incremental sales of a
3% dwsceun.

@  Services offer tremendoss oppartunities for joini promotions, where the acinzl costs are.
shared by mujor users, A typical example is of airlines juining hands with botels umi car
rentals promoied through travel agents

&  Services sales promotions are casily imitated. Two forms of competition procfing are, irst.
to develop 2 promotion that will be toe complex 1w imitate quickly. and second, i '
arsangs with one o move well known fivms an exclusive joint promotmu programine {hat
cannot be hirectiy duplicated.

&  Although promoticns can stimulate Consumer excitement they can also increase consumer
- price scnutmt), $0 that many consumers eventually become unwilling 1o buy the service
unless it is availabls &t 2 promoted price.

% ¥z high pervonress of sales ar2 wade om pramouon, “acrmal” prices become antificiolly
nilated and incrensingly mesningless.

156 MEASURING THE PERFORMANCE OF SALES
PROMOTION '

The measurement on how weil the sales nmnmtmr has mrmrmed implies the exésiznce of the
following :

& written: sales promwotion goais for which the schemes ware.tun;
® the evatuztion critera in relgtion @ the ssles promotion goals;




Promotional Managemest . ® 2 data bank containing documen(ation'on past sales promotion r'esﬁlls and trade/ _ .
Decisions . ' salesforees reactions and assessments; and _ o .
- @ anorganisation for monitoring and evaluating the sales promotion. :

The task of organising effective sales promotion is usually divided into three phases before
sales promotion is offered ie., fre-mting; testing during the time it is in operation ie.,
monitoring and follow up; and after the sales promotion event has ended i, post-testing.

The pre-testing phase helps both in ascertaining the cost effectiveness of the alternate schemes
as well as in finding out the most liked terms on which to offer the scheme for accomplishing
the goals set. Pre-testing could be carried out with a panel of the audience in person of by
" mail, and by field testing followed by a market research study. _
 The monitoring phase of évaluation should focus on gathering product movement and sales
data territory and outlet-wise; its review and comparison with the goals sét and the past results;
competitive intelligence and reactions; assessment on market mood, and the problems faced, if’
any. : _ .

The post-testing phase of sales promotion evaluation is analytical in nature. Sales promotion is
usually measured in performance reference to sales achieved, cost effectiveness, redempiion
rate of coupons and trading siamps, turnover of special packs or self-liquidators, number of .

 entries received to the contest etc. Post-testing of sales promotion is carried out bydesk

 analysis of the data gathered, in-store ohservations and market research studies carried out.for

- this purpose. Where direct measurement is possible, results are compared against goals set as
well as with a similar period or a base line. Emphasis shoutd be put on measuring and
comparing the incremental sales than the gross sales and other related parameters. A literature
survey on effectiveness of sales promotion brinPs.out that: . :

incremental sales are hasder to get for ket share brands.
a coupon with 2 sample can ¢ twice as effective as a coupon alone. :
 High redemption rates (say of personality premiums) can be very costly.

.

.

D)

& the earliest redempti incremental sales. _
® short purchase. mi shorter-term effects.

.

higher levels sy with the trade and competitive escalation of sales promotion are
the hidda costs B promotions; higher discounts offered to trade once, become the
mini 1 for future scliemes. : - .

& custom motions for local markets makes more impact than the general ail market
sales promotions. '

® markets with above-average unsupported price reductions might need greater product .
featuring and display support from the retailer. Those markets which are low in,
promation response probably need higher quality promotions, better display locations or
advertising and salesforce support. ' '

Value of Sales Promotion Evaluation
Pre-testing, moriitoring, and post-testing sales promotion are only the means 10 mcasuring
its performance. In the ultimate ‘analysis what tatters is the value vs. cost of sales
- promotion in terms of changes in consumer frade and salesforce behaviour and their impact -
: - _ on the long and short-term sales, profitability and brand image. Whil¢ systematic planming,

‘ _ _ _ monitoring and research help in making sales promotion effective, more efforts should also .
be made to conirol sales promotion expenditure. Inculcation of cost consciousness, selection
of the appropriate form of sales promotion aids; updating of miailing lists; control over misuse
of P.O.P. material; careful sclection of the participants to the scheme;iinstituting rewards for

. : o : expense control can enable sales promotion to be managed more efficiently. With growing

‘ _ _ need as well as cost of sales promotion managers, must, cut back on convenient but. .

' © unproductive promiotion schemes in favour of hard-to-imitate creative and prefeired
schemes, : o

" . Role of Salesforce ; _
The changimg market environment and the increasing need of sales promotion calls fora
new ro'e for the salesforce to.make sales promotion cost effective. Salesforce are the fool-
_ soldiers, army of the marketer. Thev must involve themselves in the gathering of .
o competitive intelligence and also pive regular fecdback on the local conditions of the
market, the brand movement. the retatlers reactions, and their assessment for the sales
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promation schemes. Monitoring and {ollow up of the market when the sales promotion . !
event is on and assisting the trade in improving the off-take of the brand and in

administration. of saies promotion schemes are its other new tasks. Selling sales promotion

scheme convincingly 1o the trade and discovering room for expenditure control are the

smerging challenges for ite salesforce to face. '

15,7 SUMMARY

In this unit we discussed the various operational and organisational aspects involved in
managing sales promotion. Creative planning sound implementation, and an eyc-for-the-
detail emerge as the pre-requisites for effective management be it the consumer trade,
salesforce or services marketing promeotions. The task of measuring the sales promotion
performance consists of three phases : pre-testing, monitoring, and post-testing. Clearly
formulated goals and the existence of a data bank and the organisation for monitoring -
market response and carrying out the market research contributes towards making sales
promotion more cost effective. Finally, for proper planning and execution of sales '
promotion the salesforce will be required to cast itself for the new role.

15.8 SELF-ASSESSMENT QUESTIONS

The Marketing Manager of “Double Diamond™ tea wants to organise @ consumer contest
for increasing the popularity of his brand as well as its market share, Suggest the format of

duration, closing date, prizes, judgés and judgement criteria, etc. What wo

company o do to evaluate the contest after it is cver? O
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BLOCK 5 ADVERTISING PLANNING
AND EXECUTION

The final block in this course, consists of four units on various aspects of adventising
planning and execution. Unit 16 on Client Agency Relationship discusses the evolution of
-division of work between a client and his adjacency. The organisation and flow of work in an
agency has also been explained. '

Unit 17 discusses the concepts underiying message design development and execution. -

Unit 18 on media selection, planning and sctieduling describes the process of media planning
and media selection with illustrations, the development of media strategy and the patterns of
media scheduling. No plan however realistic can be said to be effective till it is measured ont
reliable yardsticks to evaluate its accomplishments. -

Unit 19 explains the tools to measure advertising effectiveness as well as criteria used to
evaluaie, '
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UNIT 16 MANAGING CLIENT
AGENCY RELATIONS

Objectives
After studying this unit, you should be able to
» Explain  :  the evolution of advertising apency
1 its role in the purchase process
the work executed by an advertising agency

altemate agency structures

e Identify : division of work between agency and client
1 pitfalls io avoid in client agency relationship
s Determine : the major advertising decision-
) : ways 10 take these decisions

Structure

16.1  Intreduction
16.2  Evolution of agency-clicnt reiationship
16.3  The Role of an advertising agency
16.4  Functions and structure of an advertising agency
16.5 The agency-client relationship and productivity
16.6  Preparing for the campaign ;
How the agency should understand the product and market
16.7 The Advertising Tasks
16,8 Summary
16.9°  Self-assessment Questions
16.10 - Fusther Readings

16.1 .INTRODUCTION

Major part of advertising execution functiopsg being\performed outside the organisation,
through the medium of Advertising age @ p over a period of time have attained
specialisation in the creation, generation a Q ution of prometional communications. A
network of client agency relations thevefore t¥pifies the promotional scene today. This unit
discusses the client agency relationship, the division and flow of work within the ad agency
and the basic principles of managing client agency relatio.ships.

16.2 EVOLUTION OF AGENCY-CLIENT
RELATIONSHIP

Advertising has performed the communication function even in ancient civilisations. To
overcome the lack of literacy, signs were popularly used to symbolise goods for sale.
Historians believe that the outdoor signs used by ancient Greek & Roman merchants were
the first form of advertising. These signs were carved in clay wood or stone. Branding, the
cornerstone to advertising, found its roots when early artisans took pride in their work &
placed their own marks on goods such as cutlery, cloth & pottery they produced.

Marer=el  hwsiprgglis d MMEATOL
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Fig 1; From a wall in I;iimpeii. This inscriptlon was
’ promoting a contest of gladiators.
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Advertising Planning and
" Executien

The first known advertising agency in the world was set up by V.B. Palmer ir| 1841 & G.P.
Rowell in 1865 who undertook wholesaling of space for newspapers, However, advertising
agency, as we understand it today, was set up by N.W. Ayer & Sons in 1876. It planned,
created and executed complete advertising campaigns for clients. It operated an open contract-
plus-commission plan. The commission ranged from 8 to 13 per cent. Today agencies, of
course, offer a wider range and quality of services with the development of new media and
expanding markets for which media reimburses them by a 15% commission.

The advertising agency today however enjoys a different agency-client relationship than the -
traditional agency-client relationship that exists hetween lawyers and their clients. The legal
and historical definition of an agent is one who acts on behalf of the principal. 'However, in
the way the advertising agency business has evolved, an important difference exists, For all
_the space and time contracted by a client with the media, it is the agency whicll chali be
liable 1o pay even in case the client defaults on payments to the agency for any|reason.

Thus, the agency-client relationship has evolved interestingly from ancient time when the
client undertook the agency role himself, 10 the agency being a wholesaler of media-space to
the growth of the modern full service agency with liability of client payment,

16.3 THE ROLE OF AN ADVERTISING AGENCY

The role of the agency shall be discussed iﬁ two parts :
a  Asapart of the total process of product purchase by the target evidence.
b) The activities undertaken by the agency.

A)  Agvertising can be illustrated as a five part process .

ADVERTISERS |

Who somstim

| ADVERT AGENCIES

an n'_aétlmes assisted by
UPPORT ORGANISATIONS

nd thelr message through

MEDIA (GENERALLY MASS) |

to potentiat
[ cusTOMERS |

of the product. service or idea promoted.

Fig 2: The Process of ﬁdvertising

Source : Sandage, Frybdrg:r and Roizoll *Advertising Theory and Practice’.

When need for advertising is not too acutely felt, the client himself takes on the mle of the
advertising agency by designing messages for the target audience,

However, in today's co:ﬁplex market place the customer is faced with various product
alternatives. Similarly the media through which he. gets’ information about these products has
increased in number as well as efficiency of transmitting messages. With this infarmation

explosion, the tastes, choices and needs of customers have become complex. The producer no

longer finds it simple 1o cater to all consumers, Hence the concept of target audience
becomes important i.e. the producer chooses a set of people whose needs he can cater (o,
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In this complex interaction, the role of an advertising agency can be illustrated as follows : -
: | peewrorpmopuCYSOpRERYICE . '

| i L Ty — _:
. |l | ANSEARCH QUESTIONS e ;";"' v :
1
1 10 !
—_—— B sl
| A ral gt ——d e e
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[ 3 £ : . t
- PRODUCING | % \ £z D '- }
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| o migemgiony | © | MESLAGE ns 8 daads, u]mh i
B £ I dusirn
N Y |~ %5 -3 :
L 3 Lo, ni
N —— =1l o L ____ -
1 g ; 1
r ] |
' H D E !
[ AEMEANCH OATY — {
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Bl oFPRGOCTI G dAnGE — — T T
Fig. 3 : Role of Advertising Apency. o
The producing sub-system for advertising agencies consists of client organisations who offer
- products, services or information to be disseminated, The consumer sub-system consists of
sets of consumers with different needs, wants and desires, The role of the client and agency is
to identify a target audience for the product offered to this sub-system. Then there is the
media sub-system which cansists of various media vehicles and performs the rofe of
providing knowledge, awareness and influencing the consuming sub-system.

The agency usually gives a client organisation a format for receiving information about his
product or service. On receiving this information, the agency processes it. In case this does
n0t contain adequate information about the target audience, the agency or client may :
undertake research to further supplement their information bank (The agency
conduct research of pre-testing of the campaign before releasing it. It may
for post-testing of the campaign to evaluate advertising effectiveness).

duct

The processing of information received from the client enables the agenc dly give

two kinds of output : A) design of message to influence the targ jence and motivate it
towards a desired state of product purchase activity i.e. the consumgfshOuld move into the

+.. .4 higher stage in the AIDA hievarchy towards purchasjdf bhe projjuct. B) cheice of media.
With limited budgets at the disposal of the advertising ‘Q i 15 not possible to use all

the media available in the most desired manner, Hence a pigblem of choice exists. The media -
which influences the target audience the most i and the intensity of exposure in the
media is also allocated in accordance with its e n influencing the targes audience,

‘With the release of the product in the market place and the message in the chosen media, the
target audience in the consuming sub-system undertakes purchase of the product or service
and gives payment in lieu thereof thus completing the economic transaction. :

B) Inthe structure shown above, the role of the agency in the cconomic sub-system of
product purchase becomes clear. At this point it would be interesting to also look briefly
upon the information processing tole mentioned above. This information processing role, in
a simplified manner is illustrated below. - '

Cora) -
=]

"Fig. 4 : Ad\-feriisin; and Information Processing.

Source : Sandage, Frybusger & Rotzol ‘Advenising Theory & Practice’
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Advertising Fianning and
Execution

16.4 FUNCTIONS AND STRUCTURE OF AN

'2)  Market Pi

Before elaborating on the above
- bnderstand its functions. A study of the functions of an agency will raveal how the

processiag role of the agency is broken up into different components and how these different

components contribute to the end product of ihe agency.

Activity 1
Study two adventising agencies with respect to a specific client each. How is the
role fulfilled by these agencies? :

, il s necessary for us to look at tne aavertsing agency and

processing”

ADVERTISING AGENCY

A) Functions & flaw of work

Though advertising agencies may follow the departmental structure or the Group $ystem as :
-structure, the broad functions remain essentially'the same.

The functions of an agency are broadly brokén up follows ;

1) Account Services

2y Creative Services | AGENCY |

3)  Media Services ; = "

4 Administration and Accounts | AC } MEDiA I CREATIVE II‘" AL

: Functions of an Agency

This is the simple agenc
of :

ture.

1) Account Se
Research Services
3}  Media Planning Services
ay  Planning
b} Media buying
4 Creative Services
a Copy
b)) An

N R B T ]

" [ACCOUNT| |  MKTG.
WEDIA | |CREATIVE | | PRODUCTION | | FINAMCE &
SERVICES gﬁﬂv"&g - ACCOUNTS |
cory || ART
MED !
Pmmme 1A L
SERVICES | | BUYING PRINT . [ T

Fig. 6: Comprehznsive 'Agcm:y Structure
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5y  Production Services

a} Relating to television

b) Relaiing to print
¢) * Other

. 6). Finance, Administration and Accounis.

A client is known as ‘Account’™ in an agency. Hence client servives are called Account
~ Services and Client Servicing executives as Account Executives (AEs).

The Account Executive along with the Market Planning Service has to work out the
advertising ‘brief’ out of the information received from the client. The brief is the basic _
document on which the client and the agency must agree upon. The brief is the conversion of
the clients marketing strategy into the advertising plan. For working out this document, the

" Acceunt Executive should have some basic knowledge of practical marketing. We shall

elabo

brief.

{

ACCOUNT
| EXECUTIVE

MARKET
PLANNING

CAMPAIGN
ALTEANATIVES

‘'DISCUSSION WITH AC
& MKT. PLAN

If not O.K. go back to
clarily brief which may
have bean misunderstood
by creative & media

PRESENTATION TO CLIENT

il

Managing Client Agency

rate upon this later and discuss how the marketing plan is converted i!ilU an advertising

It nat OK clarify birief once again with
client, I brief is OK but If client finds
the approach too aggressive or 6o
mild, go back to discussion on
creative tactics. For this agency's
knopwledge of marketing
phenomenon shouid be good &
client appraciation of creative
treatment & how the motivational
process works should be good.

Fig. 7 : Flow of Work

¥ O.K. senxd campaign for
axecution

]

PRODUCTION DEPTT.
& STUDIO

MEDIA
BOOKING

I

Release of
campaign

|

Aftor rolease
of campaign

Accounts for
bifling
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Advertising Planming and
Execution

“over-all strategy.

~ Public Relations,

The brief is handed over to the creative who works out some alternative approashes in hlch
the message can be communicated, The media planaing works out the media mix choices
available. The stage: is now set for 2 meeting with AEs and Market Planning who test hc
output on the brief given and jointly a decision on which campaign and media plan is to be
presented is taken. Agencies also preseni some or all the creative alternatives, giving the
final choice to the client.

In case the campaign is approved, it is handed over to the siudio and production. The Studio
undertakes final artwork and production gets thé material prepared for handing over to the
media. In the Indian context, this can be an elaborate procedure especially for a fationa
faunch. Very often a large campaign has 10 be converted into vernacular. Coordination jwith
8-10 language translations can be a complex task. Sometimes the auance of the original
copy, as written in English, can not be literally translated as no paratiel exists in vermacular,
Hence the copy concept has to be explained to all the language translators so that
transcreation can be undertaken instead of transliteration. For television, the agency usually

_contacts independent film producers to execute the TV film. Similarly for radio, independent
- producers services are used by the ugency. For hoardings, there are a couple of parties in

every city who have been awarded outdoor contracts by local municipalities, These constitute
the hoarding suppliers.

Agency work is usually deadline oriented. To ensure that deadlines are met many agencies
have one or few people looking after ‘traffic’ with the primary responsibility to ensure r.hat
no deadline is missed. In additicn, some agencies had ‘new client development’ depart

with the primary responsibility of ‘pitching’ for new business.

B) Agency Services and Suppliers
The above description gives us a good idea about ageng
services offered by an advertising agency would read as

services. A comprehensive ]isI of

Planning Advertising and Communication Strategies ifig in view the client’s product-
service, business environment, competitive nd growth plans.

Pianning and execution of creative strategies the framework of the above mentioped

Preparation of Media Plans aftggd i i i i ich it is
exposed. Implementation o i 1 : i -time

Market Research.

. Advertising Research 1ncludmg Pre- Testmngast Testing of campaigns and determining

adventising effectiveness.

Though the agency does not participate in the “line function” of marketing, some agencies
bave started offering various *staff function’ support service like ;

Developing Marketing Strategies by:

- @ Defining Marketing Objectives.

b) Generating alternative Marketing Mix options.
©)- Creating conditions for implementing the choosed Marketing Mix.
Designing and Evaluating Marketing Information Systems.

Review and Design of Marketing Structure,

-Planning for new product development (determining market potential for new products. )lzms

for test marketing, etc. and also.pre-testing of new products).
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i Development of an Annual Marketing plan, giving operational content to the strategy of the Managing Clent Agency
company by setting out the marketing tasks to be performed in a specific, time bound . Relutions
manner.

Some agcm:ics also undestake the following kinds of Market Research :.
. a2  Descriptive Research - '

b) Predictive Research
o) Causative Research.

Lately, some agencies also offer the following services :

8)  Direct Response Advertising

b Public Issués Management

¢} Show window displays (for retail chains and outlets).

In the Indian context, Public Issue advertising has shown rapid growth in the past few years
with the boom in capital markets. The agency services involved include knowledge of
starutory regulations, liaison with brokers and press, arranging brokers c0nfcrenoes and press
conferences stc.

Supplier Orgsnisations
The usually used supplier organisations of an agency are listed bélow :

Supplier System Available
DEPARTMENTS)

|
:
|
&

MKT PLANNING X

A .. Sudig

PRODUCT%ON

Printees (Oftset, Lesterpress & Sereen)
» . indsperdom Telpvision Filin Prducers

v StH photography — Black & White & Cokour
{Nxgetva 3 Transparency)
»  Colour procasaing labs .
. x&m,&nm.ﬂmmlpﬂnﬂma:
Mo

> Rafo jIngis producers
+ Audio vigual producers
+  Documentary film meking
*  Audin & Video Sixdos

. JJ HH g i
‘—l' ] 48
m —l = = :
= s

Fig. 8 : Supplier System Avallabie

C} Pepular Agency Structere

i) 3mall agency structure ; The daily business operations of a small agency aré
usually supervised by the owner or branch manager who may be incharge of new business
developmens as well. Client contact is partly handled by him, assisted by account executives.
The account executives are important members of the feam and can participate in the creative
function as well. They may produce creative concepts and even write copy. The art
department executes the laycuts with an in-honse art directot or with assistance from a
freelance art direcior. The smal agency may have a media bayer, though sometimes the
account saecutives also purchase time and space for their accounts.

The crganisation in medium of large agencies is more formel. The two popula.r structupes: - :
inllowed by their are the depertmental SYSISM OF ZOUp Systeds. ) - -
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Advertising P!anning and
Execution

ii) The departmental structure : In this structure each of the agencies function i.e.
client servicing, creative, media, production and accounts is a different (as shown in the first
figure). Each department will #= called upon 1o perform its own speciality. But for the client
servicing the $ame people in creative, media and accounts wil! do work for all the clients.
This may give uniformity of creative output; an oppeortunity for everyone to work on zll
accounts but may not give collective responsibility 1o a group of people for an account.

. D) The Group System:

This system is very useful when agency becomes large. An accounts execltive in a large
agency may find that the departmental system is not giving him commitment of individuals
in creative and media to a specific account as these departments are reportable on ail
accounts. Hence the agency is divided into a number of “ittle™ agencies or groups. The
group consists of account executives, copywriter, art director, media buyer and any other

" specialist that may be needed. The primary responsibility of the group is the 3-4 accounts

which this group is allocated to give.wider exposure o group members, the accounts may be
shifted among groups. This may give thie client some benefit of fresh thinking within the
undersianding that client dnd: agency have developed.

However, that form of agency structure which enables lhe agency to provide the best service
1s the one that would be implemented.

Actwnly 2
Contact one large and one small advertising agency. Study them to ﬁnd our:

a) the functions performed by the agencigs

b) the flow of work, from accepsance of brief 1o relgase of campaign

16.5 THE AGENCY-CLIENT RELATIONSHIP AND
- PRODUCTIVITY

a} Division of work
The division of work between agency and client can be summed up as follows:

FROOCUCT MANAGER FEACENT
Hry RESPONBIBILITY

— ALCOUNT EXECUTIVE PEACENT
REISPDNSIBILJY!'

]
Clratue Mwha Procaudn ConswTl  Mira Packagrg =
rosearch  promhacl
LT EETREE L

Fig. % : Division of work between Account and Preduct Management

Source : Sandage, Fryburger & Fotzoll *Advertising Theory & Practice’.
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b) Advertiser-Agency Productivity: Some piifalls

Adveértising is an intangible product. Measuring contributions of various people on client
and agency side to productivity is difficult. In fact, measuring and predicting the praductivity
of advettising is itself subjective. However, some studies have clearly pointed out the factors
that hinder a productive relationship between an agency and client. These are the pitfalls to
be avbided..

Weilbacher in “Auditing Productivity™ has listed the following factors in advertiser-agency
relationship that hinder productivity. In client organisations it identified the following
factors : :

Quality of staff factors

Toeo many unproductive/unnecessary meetings.
Not giving agency enough lead time.

Inability to plan ahead. -

Unwilling to experiment/take risks.

Tnahility to adhere 1o schedules.

Company unfamiliar with agency cost constraints .
Too much reliance on research/not enough use of judgemenl.
Company unwillingness 10 take a position.
Unwillingness to listen to other points of view.
Too much “change for change’s sake”.

Lack of Candour

Failure to show initiative.

Failure 10 ask the right questions.

Unable or unwilling to set priorities.

Failure to operate with agreed upon strategy.

Too many “make work™ projects. '

Organization factors

Company has too many levels of approval.

Teo many important decisions made by “juniors™.
Unnecessary duplication of agency work at cggapany.

Management participation Factors

Client unwilling to comemnit sufficient funds.

Too much personnel tumaover. : ¥
Net enough senior management involvement.

Communication factor
Failure to follow established lines of communication.

To provide a mere productive relationship-the same study recommended that advertisers

periodically review and evaluate the agency's performance across a broad spectrum including :

Does the agency organize itself effectively to work with the advertiser 7 -

Does it staff the account with compatible, productive people *

Does the advertising process with i1s attendant work flow move smoothly ahead ?

Does the agéncy remove 1mtams in the relationship as they appéar ?

s there evidence of agency mvdvcmem in and powerful thinking about the client’s
business ? . :

Does the agency's creative and media work respend to the needs and perceptions of the client
organization ? :

Does creative and media work proceed smooth]y through advertiser review processes, of 18 '
there continual bickering about and acerbity in the presentation of the agency’s work 7.

Do all of the agency's departments make a distinct contribution to the advertiser, or are some
departments inept or ineffective ?
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Advertising Planciag ang Activity 3 :

Execution - - With respect to your own organisation, or any other organisation that you are familiar with,
describe the division of work between the organisation and the agency. Also comment upon
factors that you think are izhibiting productivity of this relationship, in each case.

How the agency should vnderstand the product and market :

' i6.6 FREPARING FOR THE CAMPAIGN

Before embarking upon 2dvertising, it would be useful if the agency could devgte some time
on understanding the product and the market. Such an cxercise is essential especially when
' : the agency is beginning work on a new accou

Such an exercise should ideally start with ension of where the prodict fits into the

-business policy miairix of the client Le. whet classified as a “star”, “cash cow™ “oil
well” or “Dog”. This is important ;

’ affi™s. Occasionally it inay happen that even though
the market is showing faitly reaso ’ b of growth, the client may be disinvesting from
the product and industvy. This happel

en the alternate new ventures he is concentrating
on have far more potential fure. International movements of echnology and
products usually follow this pigfern. Take the latest case of even Korean and Taiwanese
Corporations chowi cen thclination 10 ops out of the global 35.5 cm (14”) Black and
Whits television m " keeaness is motivated by a desire to free resources for high
sates of growth are far more promising. The point of raising this

issue here § n z2n agency is entrusted with a product that is as “oil wel” for the
company, i be an unwillingness on part of the clisnt to aliocate higher funds to it.

That may rot b&due to lack of uaderstanding of the markat it due to inertia and conflict of
interests with ongoing brands which are bringing a good cash flow. It is impoftant for the
agency to make g forcefil presentation for higher allccation of budget for the graduct, may
be at the cost of cuiting its own budget for an on going product. '

At the next stage it would be useful 1 apply the cdncepts of product management that have
~ been discussed earlier in this course,

A study of the stage &t which the product is in iis product life cycle would be yary vevealing .
in relation to the masketing stralegies which will be appropriate. This could npturally make
clzar the adveriising chiectives o be sct. :

A brief overview of the product-mearket integration would provide useful fongrun inputs to
the advertising strategy. Boree and Arens in *Contempofary Advertising” have recommended a
study of the product market, distribution, pricing, promotion vis-a-vis competition along
this structure: ’ ' :

B} The Indusiry

e Companies in iadustry ; total salgs, strength, etc.,

o Growth pstterns within industey : primary demand curve, per capiia
consumption, growth potential. ’

o Histery of indusiry : technological advance rends etc. :

e Characterisiics of industey distribution patterns, industry couteol,
promotional ackivity, peographic characieristics, profit patierns, etc.
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3)

4)

6}

7}

8)

)]

The Cempany

s The company stery : history, size, growth, profitability, scope of business,
competence in various areas, reputation, strengths, weaknesses, etc. .

The Product or Service

‘s The praduct story : development, guality, design, description, packaging, price

siructure, uses {primary, secondary, potentizl), reputation, sirengths, weaknesses,
efe. : :

o Product sales features : exclusive, non-exclusive differentiating qua]itiés,

~ product’s competitive position in mind of consumer, eic.

e Product research ; improvements planned.

Sales history

o Sales and sales costs by product, model, sales districts, etc.
»  Profit history. :

Share of market

s Sales history industrywide : share of market in rupees and units.
e Market potential ; indusuy trends, company trends, demand irends,

The Market

e Who and where is market, how has market been segmented in the past, how car it
be segmented in future, what are consumer needs, attitudes, and characteristics 7
How, why, when, and where do consumers buy 7

e Past advertising appeals which have proved successful or unsuccessful ifgpeaking
10 consumer needs. )

»  Who are our customers, past customers, future customers? Whar chara s do
they have in common ? What do they like about our product J “don’t they
like ?

Distribution

e History and evaluation of how apd where product is dis! ted, current trend.
Company's relationship with and attitudes of 15 0f the distribution channel
toward product/company.

deals, Bg-op advertising programms, etc.
point-of-purchase, displays, etc.

e  Past policies regarding trade advertising
e Status of trade litercture, dealer promd

Pricing policies

e Price history : trends, relationship to needs of buyers, campetitive price
situation, ' _

« Past price objectives : management attitudes, buyer attifudes, channe!
attitudes, etc. '

Competition

e Whe is the competition 7 Primary, secondary, share of market, products, services,
goals, attitudes. What is competition’s growth history and size 7

e Strengths of competition : sales features, product quality, size, etc.
Weaknesses of competition.

s Marketing activities of competition : advertising promotions, distribution,
sales force, etc. Estimated budget. '

10) Promotion

= Sales force : size, scope, ability, cost/sale.

e Successes and failures of past premotion policy, sales force, advertising publicity.

s Promotion expenditures : history, budget emphasis, relation to competition, -
trend. :

e Advertising programmes : strategies, themes, campaigns.

¢

Harry Hansen has given a simplified structure which many agency executives not familiar,
with marketing can find useful. ’

Listed below are characizristics of five product groups and their marketing mixes.
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" Advertising Planning and .

Execulion Fart A ; Product Groop Characteristics
PRODUCT GROUP
1 I il v v
Cigarettes, Groceries, Radio and High- Electric
Candy Branved television quality generators,
Product Bars, drups and sets, hou- cameras, Steam
Examples Razor COSMELcs, sehold app- Auwos, turbines,
Blades, Hsnbasm: liances, High Electronic
Soft priducts, Women's quality Equipment,
drinks Industrial suits, furniture, Machine
snpplies Auio tyres, farm Tools
* Sporting machinery
equipmEnt
Product Characteristics -
1. Uit Value Very Low Medium te High Very high
Lo high
2} Significance of Very Low Medium High-  Very High
each individual Low :
purchase ta
consumer
.3 Time and effon Very Low Medium High Very High
spent purchasing Low
by consumers
4} Rate of technelo- Very Low Medium High Very High
gical change (in- Low
cluding fashion}
5} Technical Very Low Medium to High Very High
complexity Low High :
6  Consumerneed for  Very Medivm High Very High
service (before, Low
during, after sale)
T Frequency of Very Medium 10 Low Low Very Low
purchase High High
B Rigidity of Medium to Low Low Very Low
consumplion High
9 Exicni of usage ery - Medium to Medium to Low to Very Low
{number i h High High Medium
ety of col
varicty of
which product Wovides
utility)
Part B : Characteristics/Marketing Mixes
Pricing Policy
Produc Produc Disiribution Promaotional Controd Price
Group Policy Policy Poticy over Vaniations
Pprice
[ ) ' Only one, or lruensive Sold almost enti- Vory Stable
very few rely by consumer Litzle
varieiies advertising
I Few Muoderately Sold primarily Slight Slight
varieties inkensive by consamer
’ ’ adverising
it - Several Sume Consumer Moderate Maderale
varielies selectiviy advenising and
persanal selling
hoth needed:
nenher
prevhemiant
14




_ Pricing Policy
Produst Product Distribution Promolional ~ Conwol Price
Group Policy Folicy Poticy over Yariations
price
v Many Considerable . Sold primarily _ Significant Significant
varieties selectivity by personal
3 selling
v Diiffereat High Sold almost Sut . Sut
for each selective entirety by - tial tial
sale o direct . personad
sale t selling
COSOmETS

Source : Adopted from Gordon E. Miracle, “Product characteristics and Marketing Strategy”, Journal of

Marketing, Vol. XXIV (January 1963), pp. 18-24.

Reproduced from Harry Hansen, “Marketing”.

Activiiy 4 :

Analyse with respect to the last promotion campaign released by your organisation {or any
other orgamisation that vou are familiar with} how the preduct group characteristics described
above have affectzd the promotion mix of the company.

16.7 THE ADVERTISING TAS

The major decision areas in advertising are :

@,

»  Setting advertising objectives

o deciding how much to spend on ad¥ g (budgeting) .
e deciding where and how ofien 10 spend¥it e/ the media to be used and frequency of
exposure (Media Planning)

s deciding when to spend i.e. how to phase advertising during the year

s deciding what to say (Message design)

o Finally, measuring how well we have spent the advertising rupee i.e. Adveﬁising
Rescarch. :

al Setting advertising objectives :

When clients and agencies advertise 1o “keep their brand presence in the market” or “to create
brand goodwill” it is an unhealthy sign. It shows a failure to define precise advertising
objectives. When defining advertising objective, the management should be clear about what
it secks fo achieve out of the vear’s advertising campaign and even out of specific
advertisements. Ili-defined goals make measurement of advertising results impossible.

Some managers in the company lock on shori-term sales 10 measure the impact of the
advertising campaign, othérs ook upon it as building the company's image and hence look
at its long-term impact on sales, Both these points of view will always remain in the client
organisation. What is needed before embasiking upon advertising tasks is a clear staternert of
adverising objectives. a

The advertising cbjective statement usnally reads fike “1o establish 20 per cent preference for
brand X among Y million housewives by next year.” The Y million housewives are the
target audience defined separately theough a market segrmentation exercise, The staternent of -
segmentation may read as “The target audience is Y million housewives in the age group of -
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Advertising Planning and 25 to 35 years with a meathly income of Rs. 2500 and above, education of metric & about
Execution ' & residing in A class metro towns of India™. :

A secondary target audience say women between age group of 35-45 and 15-25 may also be
. defined.

Such an explicit statement of objective helps the client and ine agency fo research at anv -
point of time, say after an year, how effective the advertising has been in achieving the
results. Sometimes the objectives can be defined even more specifically “To create brapg
awareness measurable by aided recalt in 50 per cent of the target audience, to create interest
and inclination 1o buy measurable by unaided recall and stated brand preference in 20 per cent
of target audience.” Such a statement makes measurement of results casier. ’

- Russel Colley identified 52 broad marketing communication goals that companies adopt and
towards which advertising may contribute.

b) How much to spend

The question of how much 1o spend on advertising should be treated in principle as part of
the larger question of how much 1o spend on promotion. The share of advertising budgetwill
depend on how much is the share to advertising tasks withjn the prometionul programme.
Kotler has aptly described the four common methods of seiting advertising budgets as :

Affordable method

Here the company’s advertising budget is set on basis of what the company can afford. Joel
Dean has suggested that everything above a respectable retumn on capital can be Spent on
advertising. _

The weakness of this approach is that it ignores the current opportunities the firm has which
adveriising can exploit. It does not look upon advertiging as an investment that has to be
planned for the long-ron. Also the arbitriness involvedNg allocating the budget is likely 1o
percolate to allocations ameng products and territON '

Percentage-of-sale-method
Here advertising budget is set as a specifid @ tage of sales. Experience shows that
companies following this method usuatly sSagide berween 2% to 5% for advertising
expenditure. Though this method 1 dvertising to selling price and profit per unit, it has
been criticised for being based on th@effciYar reasoning of viewing sales as the cause of
advertising rather than the - Avafability of funds raiher than availability of opportuaity

,determines advertising. E g anti-cyclical advertising is ruled out. Also the exact
pereentage (o sale cannot be Sgeided theoretically.

This views competi ‘ertising expenditure as the norm to be used in setting the
company’s advertising Budget. The logic is that competitors expenditures represent the
collective wisdom of the industry. But the collective wisdom of the mdustry may not be
“wise™.

. Objective and Task method .
This reverses the trend of the first three methods where budgets were set first and allocations
for products and territories made later. This method buitds up the total of advertising
appropriations required for products and territories to meet certain objectives. This total
would give us the desired expenditure level,

Thus this approach requires each executive to (i} define his advertising objectives preferably
as numerically stated goals (ii) outline the tasks that must be performed 10 achieve the
objectives (iii) estimate the cost of performing these tasks. The sum of these costs is the
appropriation request: The sum of all appropriation requests is the advertising budget.

The one flaw s that this method fails 10 question whether the objective is worth pursuing in
terms of cost. The real solution is to evaluate objectives in light of their costs and choose
the more productive objective. This would make it logicalty sound when expenditures are set
with reference to marginal revenues and cost. : :

- Kotler has also discussed the sales fesponse and decay models, communication stage models,
adaptive control models and compesitive share models. The sales response and decay models
attenpt 1o measure the direct relation between advertising expenditure and sales, Given the
shape of the salesfadvertising curve. the profit-maximising advertising cutlay can be
determined. The communication-stage models decide the budget by seeing its effects on
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several intermediate vaniables that link advertising expenditures to ultimate sates. It is more Managing Client Agency
useful when used with a microlinkage advertising model called Decision-Mapping via Relations
Optimum Go-No Networks. Adaptive controt models make the asswinption that parameters

of sales response 10 advertising are not stable but change through time. Advertising

expendiiures should be set each period in such a way as to yield information about eurrent

level of the sales response parameters. Competitive share models assume that market shares

in the long run will tend to equal marketing-effort shares. A businessman would express this

as “io get a 10 per cent share of market, you have to spend roughly 10 per cent of all

marketing funds. -

¢) Wiiere atd how often io spend the budget

For Media plarning, the first clue is given by the target audiences media habits. The product
itself is an imporiant factor in choosing the media. New products whose usage has to be
explaincd are best shown by demonstration. The tea bags usage for example was
demonstrated on TV with the stogan of “dip, dip, dip”. Hence television is an important
medium for such a product. For colour film where quality of colours captured is to be
shown, colour magazines will be a good media. For local advertisers, hoardings and local
newspapers will be found more vsefud than other media.

Though television is an expensive medjum, if we have a national product it inay become
very cost effective as its cost-per thousand will become low.

Though Media planning is discussed separately in the course, we can state here that
alternative media can be compared on a cost-per-thousand criteria. This criteria suffers from
many weaknesses. Hence coriputerised media sclection models were made. In the Indian
context the earliest and most well structured model is Dr Mote’s model. In she advertising
market place Press Evaluarion Models are also available.

4} When to spend

1y The phasing of advertising is also a decision to be 1aken by £ency.
Assuming that the sales cycle follows a cyclical scasonal patte alternatives of
advertising timing are shown in figure

()

1

(111}

(v

Mik THRESH
HOLD LFVEL
ALL VEAR HOURD

Fig. 16: Time Pattern ol ad expenditure
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Execution

*'In (i) the advertising expenditure is kept constant throughoul irrespective of the cyclical

nature or seasonality. This helps keep consumer awareness alive even in the sales through

. Alternative (i) is an innovative alternative when maximum advertising is done during the

lowest sales periad. This approach may be useful in making consumer demand less cyclica
in the long run. This approach may not apply to seasonal products for e.g. no amount of
advertising for wooliens in summer can bring demand 10 what it is in winter months, Anti
cyclical advertising can at best only play on the theme that summer is the right time fo bu
winter products because you get them ar a bargain. Alternative (iii) is found to be quife
popular among advertisers, Through it gives advertisers return for the advertising rupee in t
short run, na long-term thinking to steady the demand pattern is made. Alternative (iy) is
based on the thinking that a minimum threshold level of advertising shoold be maintained
throughout the year. This helps in making demand non-cyclical in the long run. The thrust

" of advertising is made just before the demand begins to look up.

The assumption is that this is the time when potential consumers begin to think about the
product purchase.

‘Advertising at this time would have the maximum impact because rate of growth of demand
is t0 be the highest, When rates of growth of demand drop advertising is also curtailed. Sinee
there is a time-lag between advertising and sales hence advertising peak comes before the
sales peak. :

7)  Kotler has discussed Forrester's and Knehn's approaches o help the advertiser defermine
seasonal timing for advertising budget. Knehn's model is for frequently purchased, highly

_ seasonat, low cost grocery products. He showed that appropriate timing pattern depengds upon

the degree of advertising carry over (an advertising ¢
cffect nf past advertising is 75% of its lcvel last mont

aver of .75 implies that current

and Lhe amount of habitual

her hand, suggests that lagged

v and 52 studied. Sales also have a lagged
Buded that these time relationships be studied
matically into a digital computer

simulation model,

Activity 3

Study the 1elevision ads
What are the Vdrlallom in
think justify the ti pait

-onsumer non-durable, one durable and one service product.
verlising timing pdltem\ in these cases? Whal reasons lﬂl} ¥ou
$ in each case?

e) Deciding What te Say
A critical decision facing the account executive in the agency and the client is ter judge the
output of agency's creative after a marketing advertising brief have resuited in the creptive
bref given to the agency’s creative department. '

Kenneth Rowan and Jave Mass in [heir book “How to Advertise” have given ) 7 strategy
checkpoints which the client and agency should keep in mind when designing and eviluating
ihe creative strategy. These read as follows:
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1} Make the Creative Strategy fit the Marketing Plan
All the 485 of Marketing should be in harmony, Advertising should not take off in a
different direction that one than the preduct, price and packaging are going.

Take the exarmple of a moped. [t is an economy vehicle targeted to those who cannot afford
other two-wheclers and find the bicycle below their dignity. The product and price are talking
the language of economy. Hence advertising claims of low fuel consumption like 80
kmsAitre make more sense than trying to make a sole claim io how good it Tooks.

Anciher good example of harmony between creative strategy and marketing plan is Eureka
Forbes Vacuum cleaners. The company decided upon ihe marketing of this product directly 1
consumers through their sales force, Given this marketing brief. the campaign instead of
concenirating on the product alene, tried to position the Eurckn Forbes Salesman as a
friendly persen wha is an “uncle” to the children at home. To overcome the housewives by
some direct selling companies. The purpose of the Eurcka Forbes campaign was only to
briefly mterest the customzr with the product and to create a helpful predisposition towards
the company’s sales force when they knock at the door. If the company had gone ihf'()ugh
dealer netwark. the focus of the campaign would have been totally descriptive towards this
new product in the Indian market. ’

2) Keep vour objectives reasonable

Take the case of iced tea. The Indian consumer was in no moad to change his habits or take
the case of a company who tried to give canned food over a decadc ago when the proportion
of working wérmen was not so large and the joint family system was stili prevalent. The
Indian castomer refuscd to change his habit,

A good campaign should address itself W a specified target audience and notto & crybody.
Gver ambition destroys a good campaign. Similarly don’t try to sell a product forNgl
occasions. Attempting te change people’s habits is niot advisable. Asking pelgle (oghange
iheir brand is simpler.

3) Make your strategy easy to use
The Maha Cola strategy for example could read as follows :

Offer the brand loyal Campa Cola custorners in Norih India :
The incentive: should be such that one can’t refuse. Uliialely
notice and finally try the product. Repeated Irials of oot
1aste.

e customer should take
wuld change consumers

hauile advertising called it Maha Cola,
e haseline summed it up as ‘More

The marketing strategy gave a bigger cola
comparing it visually with ihe usual smaller
Cola, Same Price — The Bigger refresher’

‘The strategy should be as clearly defined as possible. 1t should not leave any room for
misunderstanding. It should be.precise and crisp and yet shoul give an idea of the backup
rationale. ! i

4) Be Single minded .

An example is the Superphone campaign which launched their office intercom with a simple
headline which made the most important product advantage very clear. [t read "I you want ©©
talk, you don’t have to walk™.

In best ideas are usua]ljr simple. This comes from giving the copywriter a good single-
minded proposilion about the product.

5) State a business Objective

Help the customer focus in on what action e should take after hearing your message. Do
you wan( the consumer Lo increase product vsage 7 A good example is increasing the product
usage of a shampoo from the hair to the full body. Another objective could be widening the
markez. The latest television advertisements of a popular shampoo show its usage for school
going girls increasing the size of the target audience for shampoos.

6) Decide where your business is going to come from

This implies not only understanding who yohr target audience is but also understariding from
which other products market can you steal your share. This is especially so when yous
product is no longer new and needs 1o bring new consumers in the market for its growth
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Take the ef(ampie of Rasna. It identified children as the primary target audience dud used

children to bring in adults too in the target audience. When rates of growth of p

duct began

to stagnaie their TV film showed a child stating that the father when he comes back home.

from work will not setile for tea or coffee but for Rasna. C learly, they sought tp
the tea and coffee markes. But considering that they are fighting habits, their succ
be slow. : '

7} Understand juur target sudiemce

iry a dig at
ess would

A good campaign goes beyond product agrribute to understanding the customer. Dioesn™t
Charles Revlon say “In our factories ‘we produce cosmetics, but in our drug stores we sell

hope™. A geod creative execution can look beyond price barriers, beyoric age and

income, A

study of consumer attitodes and usage parterns helps the copywriter talk directly|to the target

audience. :

A good example is *Lalitaji*of Surf who could ralk across Nirma’s price barrier|to attitudes

of those housewives who don't want to buy cheap apples for their family but wil
only the best apples. : :

8} Make a meaningful promise

For advertising 10 do its job, the products benefit or promise fo the customer mit
and meaningful,

| select

st be strong

Surf’s claim that 1/2 kg, of Swrf equals a kilogram of ordinary washing powder s an

example of the forceful prowmise.

%) Support your promise

Making a promise alone is not sufficient. Sugport g promise preferable with evidence or

demonstration. Billions of dollars and million £s have been spent advertising six
adfectives : white, cool. power, refreshy elief. But why should the consumer believe
you ? :

Colgate tooth powdf:r trics o yigually demonstrate its superiority over local brands of black

‘dant manjan® whick it tries to ‘as coal. Gold Cafe tries to demonstrate th
superiority of its coffee gyer othdg brands in its Gold Cafe chailenge ads.

£0) Set yourself

A critical elemgmyo succBss is the ability to find a vacant niche in the market. A

positioning
general area-as

]

void a

xactly the same as your competitors. If your product is in the same
petition, build in seme element that will set your brand apart,

Positioning can be done on many varizbles. Even usage. Take the example of tiles. All tile

manufacturers are now positioning themselves as designer floor tiles. A vacant s
the usage. Tiles can also be used for house exteriors. This is a very larg~ segment
proviue a new brand with a new positioning slot.

A pro-uct can even position itself on distribution. Tea City is one such example,

of exists in
and would

bt consists

of 2 chain of retail outlets selling different types of tea of a company with sub-branding.

Only tea is available at these shops. That sets you totally apart from competition.

11) Give your product a distinetive personality

This is hard to <o, It iriplies giving your product a personality that goes beyond the product

itself, its an aura that helps set the brand apart from others.

Onida achieved this in the (clevision market. Its devil gave the trand a long-term personality.

i2) Advertise what’s important, not what’s obvious

Its obvious what Milkmaid is. But its not so obvious what it can do. Hence the campaign of

Milkmaid informs you about what all Milkmaid can do for you.

13} Think zhead

Try and be first with a product. Onida success lay in the fact that it was among the first

brands to introduce the *vertical” look television, Later Videocon's success fay in
introduction of the flat square TV offering ‘cormner-to-corer’ excitoment and the ‘P
picture’ Television.
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"14) Keep yonr strategy up-lo-date _' ' Maasging Cliemt Agency
Realise that the world is changing. Analyse your product and its positioning and see where ' Reiations
its open for attack. Ctherwise, one fine morming shere will be an HCL 1o chalienge Modi o
Xerox copiers. : ’ :

15} Den’t change your sirategy withowi gosd reason .
Loca Cola lost to Pepsi Cola when it changed ils product and strategy, foreing it to revert
back 1o the earlier strategy. Taking a hard look at the all parts of the business is essential
before changing the strategy. ) - :

16) Put the sirategy in writing S

A wrivten sigategy will guide you when you fall in love with a campaign which is creative
bui doesn’t position the product where you wanted it to be positioned. The first question to
be asked of any sdvertisement is “Is it on steategy

17} Have a better product
This is actually the first point : But its been placed here 0 highlight that a beiter produe.
almost always wins in ihe end.

f} Determining Advertising Effeciivensss _
If al! the marketing tasks have been executed s planned, ihe sales graph after a time Jag is
the best deieuninant of advertising effectiveness.

To meosure advertising effectiveness in the short run, say immedtately after the campaign,
we need 0 go back to our advertising objectives. Well defined advertising objectives make
the research objectives easy 1o formulate. The concents of market research apply to
advertising research and need not be repeated here.

Memory 1ests are frequently used in advertising research. Memory fests are igoken Wito two
categories : those stressing recognition and those stressing recall, Philip Kotle! ibes
these as foliows ; '

Tke recagnition test, probably the most w..lely used to copy tests, co f a respondent’s
thumbing through a magazine and reporting which advertise e recognizes from a
previous exposure. Various precaution- are taken to minimize ndent’s inaccuracies
and biases.

The recall test is less subject to cureless response, in ML the subject is not shown in any
advertisements, In the unaided form of the tesg/Myis aske®, “What advertisements have you
noticed recently ? " In the aided form of the asked, Do you remember the ...
advertisement 7 * High recall is taken as a sign advertisement’s superior
attentiongetting power.

- In addition to these standard methods, some apencies now use clectronic devices to record
voluntary and inveluntary reactions to various advertisements and parts of advertisements, .

16.8 SUMMARY

Beginning in 1841 as a space setting business advertising agency business today is a
flourishing industry, specialising in creation and execution of promotional communication,
The unit explores the basis of client agency relationships, describes the division and flow of
work in an ad agency. The stages invelved in the preparation of an ad campaign have also
been discussed to provide an averview of the-entire process of advertising, '

16.9 SELF-ASCESSMENT QUESTIONS

1) Comment upon the role of an advertising agency in modern day marketing situation ?

2)  What are the patterns of work division between a client and an agency. Explain with
;rcf‘erchce to {a} an established consumer durable {b) a newly introduced soft drink.

3) Explain the flow of work in an advertising agent.
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4) How is the promotion poticy affected by product characteristics 7

5} What are the various timing patterns used in advertising, How do these vary over
product classes? Explaim with examples. :

16.18 FURTHER READINGS

D. Irwin

Sandage C. H. and Fryburger Vermon, Advertising Theory and Practice, Richard
Inc. Homewood, Iilinois. '

W. H. Bolen (1981). Adver!fsing,' John Willey and Sons, New York. C. L. Bow and W.F.
Alens (1932). The Contemporary Advertising, IRWIN, Inc. Homewonod, Illinois.
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UNIT 17 MESSAGE DESIGN AND
DEVELOPMENT

Chjectives

Afier going through this unit you should be able to

explain the importance and relevance of message design in communication-framework
discuss the tools used to create messages

eomment upon the order ef presentation
describe the principles vnderlying message development.

0 o8 & P

Structure

7.1 - Introduction

172 Message Design and Pasitioning

17.3  Message Design and Marketing Objectives
17.4  Message Presentation '

17.5  One 5ided Vs. Two Sided Messages

17.6  Message Developiaent — Meaning and Tools
177 Size and Shape

17,3 Headline

$7.9  Iilustration

17.10  Body Copy

17.11  Colour

17.12 Composition

17.13  kiessages and Creativity — One Final Word

‘1714 Summary o : '
17.15  Self-assessment Questions
17.16  Fusther Readings : .

17.1 INTRODUCTION ;

Befote an asivertisement appears in public,fwo actties must be undertaken. First, what is
it that you want to say (i.e., Message Dgé And second, How do you want to say it

&y

(i.2., Message development, including ex®

This Unit deals with these two important aspects of communication,

17.2 MESSAGE DESIGN AND POSITIONING

Message is the idea, or other information that the markeier wishes to convey to the
consumer emphasising the imporiance of message design, Ogilvy said, “my original magic
tantern staried with the assertion that positicning and promise were more than haif the
batile.”

True. Bus spotting the unigueness of association of the product that wili help the advertiser,
win a place in the cohsumer's mind isn’t easy.

An excellent example of brand positioning is Maggi instant noodies. In the book Brand
Pesitioning, the author Subrato Sengupta writes.

The above example helps us in understanding positioning, the key weord to modem-day
advertising, Positiop of 2 product is what the consumer thinks about it. And not what the
marketes feels abont his product. [dentifying and applying consumer’s true mentat
percepsions of the product in your communication is what message design is all about.
While designing the message for a certain product, seeking answers 10 the following seven
questions will generate a jot of insight. These will begin a chain of more questions and
further probing, that might be undertaken, if necessary.
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Activity 1
1} What kind of product is it 7 Identify generic product Lategoq

2y Who are the people going to use it 7 Identify the segEient.
3  What are the special agtributes of the prodnct and how is the consumer going fo L)cncﬂt ?
4) ‘Who are the competitors ? What is then prornise 7

5)  On what occasions and how frequently this product could be used ? Identify pros}uecl
requircments.

6) How is this product different from the other in the same product category 7 Or iL ita
new product intnnsically. ) ‘

) What would you like your consumer 10 perceive this brand as ? What position should it
take 7

Answering the above questions would gj a fair idea as to what ? ‘
10N

A well conducted market research helps 1 ding out answers 10 some of these questions.-
The remaining have to be answer he advertiser and his advertising agency, The amount
of risk an advertiser can take and redlive potential of the agency decide the future of the

product.

“Through consumer rese; the company {Food Specialities Limited) felt that the rLcst
profitable posino r Maggh) would be as a tasty, instant snack, made at home and initially
aimed at childrer é rget market was the in-home segment of the very substantial snack
category. This posifhgefha decision automatically determined the competition which included
all snack products in general. These would range from ready to eat snacks — biscuits, wafers
and peanuts —to ready prepared snacks such as samosas. All were bought out 1tcm7

“'I‘radumnal pasta products (Chinese noodles and macroni} were considered to be neaj

* Competitors forming a rapidly growing product group. But they were invariably us for

meals, requiring a fair amount of cooking time and garnishing was essential.”

“Maggi Noodlés was launched in Delhi in January 1983 and it became an overnight success.’
The reasons ? Elaborating further Sengupta writes.

good 1o eat, fast to cook” anytime spack.”

“Maggi Noodles, as market results show, found a vacant strong position and sat on ‘n as “the
1

17 3 MESSAGE DESIGN AND MARKETING

OBJECTIVES |

The message is the thought, idea, attitude, image or other information that the sendTr wishes
to convey ta the intended audience. o

The marketer's objectives tend to vary with audience. Objectives in communicating with
consumers, for example, may be one or ail of the following: (1) informing them what is for
sale, (2) creating brand awareness, (3) getting them to buy the product, (4) reducing Fﬁheir
uneasiness after the purchase is made. The markgter’s objective with intermediary customers
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is ro get them to stock the praduct; with other manufacturers, to get them 1o buy the product
and use il to make their own. '

Senders must also know their audiences’ characteristics in terms of education, interests,
needs, and realms of experience. They must then endeavour to encode or phrase their message
in quch a way thai they will fal! within the consumers’ zones of understanding and '
fumiliarity.

To attract the attention and interest of their target audiences, marketers start their
advertisements with an appeal to the needs and interests of the audience, and end with an
appeal relevant 1o their own needs (with an effective sales closing). Advertisements that do
not conclude with an ‘action’ closing tend 1o provoke much less action on the part of the
consumer than those that do. Table 1 lists twelve techniques summarized to make messages
more merorable and persuasive.

Tabie 1: C ication lechniq

thst make messages memorakle -

i, Getthe audience aroused.

2. Give the audience a reason for listening.

3, Use questions 10 geoerae involvement.

4. (Cast the message in terms Familiar to your audience and build on points of inlerest,

Use thematic organisation — the material together by a theme and present in a logical, irreversible sequence.

[

6. Use subordinate category words; i.¢. more concrete, specific 1ems, (Example : duck rather than bird, duck
heing 1 subordinate word w bird). © \

7. Repeat key patats
8. Use rhythm and rayme.

@ Lse gonereke rether than abstract wrms,

10, Use the Zeigarnik effect—leave the audience with an incomplete
have 1o make an effort to achieve closure.

11, Ask your audience for 2 conclusion.

12, Tell ihe audience the impiications of their

17.4 MESSAGE PRESENTATION

O

Messages can be presented in two ways — Central and Peripheral, The former use the direct
and centrzl mute to persuasion, A well documented ad, giving rational advamageﬁ and
disadvar?lagt:s of the product initiates active copnitive information processing (Central
presentation). An example could be the ad for Voltas refrigerator talking rationally of various
praduct features in the ad format. :

Peripheral message was for example scenic backgrounds on title music on the other hand
provide pleasant association, aid recall and provoke favourable inferences about product
advantages.

Resecarch has shown that messages that are consistent with the self images of respondents
tend to take the Central route. Information relating to quantitative aspects generally rely on
peripheral like the spokesperson to affect interest,

Some marketers distinguish between rational and emotional appeal presentations. The
distinction in the two approaches can be seen in ads that make heavy use of emotional,
symbalic cues as against straightforward presentation. AR example would be the message for
ceasefire fire extinguisher. On the other hand researchers argue that it is impossible to desigh.
a completely rational or a completely emotionzl message.
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" strategy questions marketers face everyday, and the answers depend on the naiure of

17.5 ONE-SIDED VERSUS TWO-SIDED MESSA.GES-

Should markesers tell their andiences only the good points about their products or 3L011]d
they also tell them the bad (or the common ptace) ? Should they pretend theirs is the only
product of its kind, or should they acknowledge competing products ? These are verly real
the

audieace and the nature of the competition.

I the audience initially favours the communicator’s position, or if it is not likely 10 bear an
opposing argument, then 3 one-sided {supportive} communication tha stresses only
favourable information is most effective. However, if the audience is critical or friepdly, if it
is well educated, or if it is lkely 10 hear opposing claims, then a two-sided (refutatipnat)
message is most effective. r

Some recent research suggests that claim credibility can be-enhanced by acmally disclaiming
superiority in some product features in relation to'a competing brand.

Communication researchers not only have explared the problem of persuading audiJnces W
take some prescribed action (e.g. to buy a product), but also have investigaied wayj to keep
cxisting customers safe from outside persuasion. Their findings suggest that iwo-sided
appeals containing both pro and con arguments about the brand serve to inculcate consumers
against arguments that may be raised by competitors. In effect, this strategy provides
consumers with connter-arguments with which to rationalize against future attacks lry
competing brands.

A practical illustration of two-side advertising i5Ngest i comparative advertising, a ‘
marketing strategy used by increasing numbers of eters. Recent examples seen jin Indian
Media are Rin and Nirma, HCL and Mo ‘

is wi #2d, it is not without critics. Researchers
ase recall. Some maintain the message-recall
mewhat higher thar that of ads which do not e{xplicitly

Although comparative advertisin
dispute its effectivéncss in aidin
effectiveness of comparative ads i
name the competition.

~ Television, Radio, Prini, Hoardings, Direct Mail. These are just & few channels, among
. countless others, throngh-which a marketer communicates his ideas 10 his prospecl,ﬁ

AGD DEVELOPMENT—MEANING AND
|

17.6 M

he

CORnSUmer.

And what is the result of the proliferation of a variety of products and an ever growing
number of marketers ? A lot of communication. In all directions. From all Directiops.
Direct. Indirect. Zigzag. All : ‘

Also over communication ?
Yes.’ ' _ ‘
So'what’s the problem ?,

To be noticed. To be seen and heard in the crowd. In addition to the difficult task of ‘
persuading the consumer o act favourabiy, :

" Like any other mode of communication an effective ad too emerges from a powerful Ldea.

The idea need not be only strong—but it should also be unique. Capable of standing out in
the crowd. '

Translating the idea comes next. Into a language to which the consumer is likely to L:spond
best. And this requires a fot of creativity. The success of the idea depends on this :rar'lslation.
On creativity.

Creativity is the quality of being able to produce original work or ideas by human
intelligence and imagination in any field. _ ‘
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We have come 10 an imporant juncture now. Can originality be described and explained in
the limited few pages that follew 7 Of course aot.

A pew creation can win praise of people only i it is compietely new, Scmething that had
never existed before.

But would you not call a mar at sea also creative whe improvises a raft from diift-wood. He
devices something from what is at hand. The idea of a 7all is not new, bel preparing ome
fromn available marerial does call for a lot of creativity,

Namrally, our study touches upon originclity and improvisation, both.

For creating a good ad theye are a few tools that are nonrally used. These ars like chsel and
swaliet, for transforming ideas info meaningful shapes. These are the means towards
achieving the goal.

Iraporiant elemcﬁm in prini ad_vertisiug' are:
1) 8w end Shapes

) Headbine

3 Tastration

4}  Body Copy

3)  Colours and

6y Composition

i objeciive
rersuading

These elements are used to desiga and develop the message in & way (hdyghe b
of communication is fulfilled. Be it informing the consumer about the sald
him to buy the merchandise or simply creating an awareness ab rand.

17.7 SIZE AND SHAPE

In a print ad one starls with a specified size of 1
determined by the advertiser. It depends upon his
bigger the size selected.

But even within the }imits of available sp4

Shapes are of immense importance. They have expressive characters. A lot of non-verbal
communication takes place through the shape of an advertisement.

- Here are a few examples. An advertisement presented in a square framework communicates i
static, unyielding and formal image.

A rectangular shapé ‘with the longer side placed vertically, conveys dynamisim. Where as a
rectangle with the longer side horizontal is a messenger of peace and tranquility,

Appropriate use of shape supplements the message carried by the adveriisement.

Shapes have been of particular interest to all sericus advertising men. Naturally, there has
been a lot of research in the field and people tend te use the findings profitably. Details
follow .

Line
The line can communicate direction, motion, speed, as well as physical and emotional mraits;
depending on how the line is used.

When its horizontal, it can depics horizon, They express stability, weight, calm and
restfulness. ’

Vertical lines are associative of speed, movement and growth, Several vertical lines look like
a barrier, like posts, To an extent they can express strength and power.

Together, horizontal and vertical lines create an equilibrium. They can also create a primacy
sensation of balance to produce a solid, satisfying feeling.
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Advertising Plamning and  Diagonal iines introduce the most dynamism. They are highly active. A diagon_Ll line also-
Execution represents a will or 2 challenge. . : ‘

The other essential quality of diagenal arrangements is moveinent. A diagonal leads the eye
along it, more than any other line. This makes it an extremely valuable device for leading
the attention in certain direction. )

Curves . ) . _
There is a sense of smooth movement along a curve. Ti suggests waves. Some Lssociations
of curved lines are of being gentie, flowing, graceful and elegant.

Paints i

A single point is the most basic ¢lement of all. By definition, a point hias to be‘ a very small
part of the total image. And to emerge out, it must contrast in some way with |its setting —
in ione or colour, for example. )

, From a purely aesthetic point of view, placing a poini righ in the middie of thlle frame may
be logical, but it is also static and uninteresting. Placed slightly off-centre, the effect
becomes dynamic.

As 5000 as even one more point is added, the simplicity is lost. The eye is ind4ced to move
from one point to another and back. So, there is always an implied line connecting the
points. ) ‘

Squere and Rectangle

In addition to what lias alrcady been mentioned about squares and rectangles, in the beginning
_of this section on shapes, a square is static and gvokes a sense of stability and 4ecun‘ty. It
does not suggest motion when placed or one of Wg sides.

Rectangles communicate differently when s ingheir horizontal format as co.Lpan:’d o its
vertical disposition. '

Triangies ‘ .
Triangles have the interestin ination of being both dynamic and stable — pr vided
“that one side is a level base, ‘

The triangle, howe municate a clear wamning to be cavtious —- dan%er ahead —
or it can take on the acing piercing of an arrow. It can atso helpfully point'directioris.

Circle

The circle, likeMe to the sun and the moon, has an earthy character that commitnicates
continity, eternity, and peace, while also suggesting motion and sensuality.

Circles have ihe most enclosing effect on the eye. Whatever it encloses immediately
becomnes the fociis of attention. There is a slight implication of movement around the
circumference.

Activity 2 ' ‘
Collect 5 ads that have impressed yow. For each of them, describe the use of ti*c ahove touls
and explain how have they contributed 10 the effccriveness of the ads.




?7,8 HEADLINE : ‘ Message Design and

- Development

Research shows that mest advertisements are not read beyond the headline. If the headline

arouses curiosity only then the reader proceeds further. Namrally, the headline deseives more

attention and 1magmat:en than other parts of tht advertisement. And 1o-make it 2 winner, the
following tips' could be useful.

+ [denify n the headline the kind of product bemg advertised, This helps-to aftract the
praspective consumer 1o the advertisement. Take this example “Astan Paints introduces
APCA Automative Paint”. Those readers whe are interested in automative pamt will
carry on with the rest of the advertisernent.

e Promise in the headline some benefit from the use of the product. ‘BANISH TUMMY

. BULGE WITH EASE’, this headline catches the attention of the bulge conscious reader.
o Itpays to add some element of news about the product in the headline. A new product or
"new ways 1o use an old product or improverments in an old product. e.g., ‘Intreducing

Eveready Super with advanced Zine Chioride Technology Super charged for maximum
power and life.”

»  The readership of the headline is about ﬂve times that of body COpy of an advertisement.
So it pays to include the brand name in.the headline.

» Include the unique selling proposition in the headline. This requires long headlines.
Research shows that headiines of the words or more, containinig news and information,
sell more merchandise e.g., * Allwyn Trendy Quartz Co-ordinates. Just one watch to
match every dress in your wardrobe’.

= Anelement of curiosity in the headline prompts the reader to read

e An attempt should be made to make the headline memorable.

e Set the headline, and indeed the whole advertisement, in lowe@apital Letters
are much harder to read.

Although every headline is unique in itself lent still some six ve been identified?. .

1) News — e.g., ‘Innovations in Electronics’ an ag¥ eﬁ of ‘National’.

2y Question — 'Headache 7 ° Aspro

3} Narrative — ‘Unlike me; my Rolex ne a rest.

4) Command -— ‘Don’t pay in Dollars” Blue Chip.

5)  1-2-3 ways- — Its Clearasil

1. Opens, 2. Dries and 3. Remove pimples.

6 How what— why — ‘How to travel on a holiday when your husband travels on
business'. Executive Club, (Welcomgroup)

Activity 3

Cellect 10 impressive headlines and categorise them according to the types you have stdied.

Which types. if any, can you select as being the most effective and why?
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17.9 ILLUSTRATION o |

Wost of the advertisements contain some illusiration. The basic aim of the illustration is to

attract the reader’s attension to the advertisernent.

Next, it must arouse curiosity in the reader’s mind to know more about the subject depicted
in ii. i

Like the headline, the iltustration should also convey what is beirg offered for sale.
In a good advertisement the illustration supports the promise made in the }.zadline.
Research has shown that itlustraticns having a story appeal have attracted more readership.

The use of contrast for emphasis is another way of aitention. A small dot is justias likely 1o
1and out in a crowd of large dots as a mammoth dot surrctunded by tiny ones. :

Colour is alse used for emphasizing contrast. All colours of the rainbow are not necessarily

- the answver. A little dot of orange or red on an otherwise colourtless page can go g long way.

Anather effective way to caich the reader’s attention is by being an exception to the

~ conteinpurary style being followed by the competitors. The memory value of sugh off-beat

advertisements has been found to be quite significant.

A seties of lustrations showing different stages of before, during and afier vsing the product
have been found to fasciiate the readers. And fhey make their paint beiter than words.

It is slso important (o design the fayout for the publication in.which it will appear. it must
relute te the graphic climate of the nev/spaper ar magazine which is to carry it,

It is also worth mentioning that the subject of thcNQustration is more important than ihe
technique.
@

Charcoal peneil, Square pastel, Compressed charcoal, Speed ball
pen, Crow quill pen, Bftering pen, Ruting pen, Various types of knives, Scratch tool,
Vool carvingg®el, Feli pen, Fine Sable brush, Leitering brush, Chinese brush | Stencti
brush, Flat Wudger, Ruling compass, Stencils, Felt markers, Varous types of
papet, Seveia Fol paints, Cameras o1C., 2iC,

ner uses 10 make an illustration. ThJJugh, each
tis own, they are also used in combination

There are several tools that the grapl
ool 15 capable of creating » distinct
whenever need arises. ’

Listed here are some tools.

Pencils, Flat skelch

Recent addition to this lst are compuiers.

One is also free to devise his own teals, if need be. In favour of using photographs in
iffustrations.

A photograph has impact not only becanse of its iniinsic beauty but also because of its
realisig. It is accepted by the general public that the camera always tells the wuth.

Ti-nas been em:Rasised in the advertisement circle that photograpiis, 2s a rule. score high on
weadership,

Following are some goad reasons for using photographs in advertiserents ©

e Realisux -~ With a technically advanced camera and film, today a versatile
photographer is able to come up with nearly hundred per cent faithiul reproductions. It is
particularly true for colonr phatographs. -

. When the product is an essential part of the piciure, realism is particulasty desirable.
Nothing shows off the appeiite 2ppsal of food like photography. The texture of jextiles
can be cauglt in full splendors.

»  Immedizcy — in a photograph, the viewer becomes personally involved in the
situation, feels he is aciually there, A sense of inunadiacy is conveyed through a
photograph. :




¢  Creation of Lord to believe situations through photographs is a tool for attracting Message I5THR and
the reader’s attention towards the advertisement. The stock value of these pictures is : Development
lasgely due to the fact that they are presented reallstlcally in a photograph. : - '

. lnmnslc Beanty — The modern camera sometimes rivals the flexibility of the
painter’s brush. Today, many photographs are mistaken for paintings.

- o Believability ~ A phbtograph leads readers to feel that they are getting nothing but
- the truth. This is more sngmﬁcant when pamcular features of a product must be
-demonstrated.

1_7.10 BODY COPY

Ongce the headline and illlistratioﬁ succeed in getting readers aﬁcntion, body copy takes care.

Research shows that if the first fifty wmds or 50 are able to fascinate the reader, itis I:kely
that he will continue with the whole copy: be it another hundred words or a couple of pages.
So, the copy should comie to the point as quickly as possible, beforc reader loses mlerest

The greatest blunder in a copy would be to tell a lle The moment customer finds that he has
been cheated the product is doomed for failure. Tell lhe truth; it enables the product to live
longer in the market.

There is one very imaginative way of handling any weakness of the pr.éducl.. Here the. -
weakness of the product is admitted but it is counter-balanced by some very unjque positive
feature in the advertisement itseif. Example, Avis, we are No.2. We try harder.

This style has two advantages :

2 It prevents the comipetitors from attacking the product at its weal

1) Itinforms the customer better about the product and this makes h:. gore cofffident.

Another point.to note is that the consumer Wwants to get very ific factual information .
about the product. And he deserves to be given all that he requ copy writer must
assume himself in the consumcr $ shoes and look at thy blemjfrom the latters point of

view,

There is enough evidence from past expericncehgt testimunials from celebrities fetch a very
{avourable response from the consumers. Bu sements should reftect credibility.
Shallow recommendation setdom bears fruit. ' '

It also matter whether the message is delivered in a personal way or generalisations have
been used. A sincere personal tone of thc ccpy gets more resalts. :

Simple’ Ianguage does magic. Smalt words, small sentences and also small paragraphs are the
ingredients of a successful copy. A fnendly enthusiastic approach of the copy keeps the
reader with it,

Short copies are favoured. But lhém i3 no ban-on iong copies. In fact for high involvement
products a longer copy is more desirable. '

While writing copy, an attemnpt should always be made (o make the message memorable.

17.11 COLOUR

If used well, colour can be by for the most powerful element in an itlustration. Our response
to colours is rmuch more complex than a purely visual one; they invoke reactidns at an
emotional subjective level. If the use of colour in an image is powerful and strikes a
sympathetic chord in the viewer, it can be the very essence of the illustration. Colours
invoke responses ac different levels, including some that are not always possible to describe.
Nevertheless, the difficulty of finding an exact werminology does not lessen the importance of
what Gaugin called the “inner force” of colour. It is often more appropnate to say that we
experience rather than simply see a colour.
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Exgcntion

The effects of colour work mamly on three jevels. Sometimes we nespond t© all three

similtaneously, at other times only o one or two They are :

1} Viseal: the objecuve mnnedlate]y obvious level

2} Expressive
non-visval.

3) Symbolic
with thmgs that we have been- brought up with..

For describing colour accurau.ly, its hue, brilliance and saturation must be deﬁnc
prccxsnon

Colour creates instant impact. It is a vital part of the firét impression created.

from the royal purple robes of ancient Greece to the red carpet we rell out for dip
occasions. The robe and the carpet each signal its special message by virtue of it
take away the colour and the message is gone.

The meaning of colour has interested men from all cultures through oot the cem]mes —

‘An mteresung fact to note is that the same colour may have complelsely dlfferent

the emot:onal Jevel, evoking sensanons that are ofien sub_;ec tive and

the ciltural level, where cettain colours and combinations are associated

d with

omatic
colour;

reanings

for. different races and coltures, In Latin American countries purple is associated with death.

In Japan green is assocmted with youth, cnergy and futute while it slgmﬁes Jung
in Malaysia.

Yet the following assomauons of oolour may be safely used :

Red Blood, ﬁre, revoluuon
Orange : Fire and flames.

Yellow : The sun, light, illumination
particularly when used with black.

elds,
the calm sea, cold. Dark blue connotes

Green : Vegetation, nature, fertility o

Blue ; The sky, light-blue conn!
the stormy sea.

Brown : The earth »ape, warmth and masculinity.
Gold : Majesty#fighes, honour.

Silver Purloo'n .

White Day, innocence, purity, truth cold

Steel Grey : mmnty, old age, winter.

Black : Miphiy, mm. conveys sophmncauon.

Actwily 4
Siudy oolou.red ads re!atmg to both proaucts and services. Do the coloars usod in
actually signify the meaning described to them in the unit. If yes —- How 7
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17.12 COMPOSITION I C Mg Do ana

Development

By composition of an adwmwmem is implied the manner of .m‘.mgement ot its different
constituents; namely the headline, the 1Ilu‘;lranon the body copy and the symbol and name
of the company

Vaﬂatlans in composition permit to put emphasis on one factor and as also to take |t away
from some other.

'Therc are men in business whe outright reject the design pnnmple:, of Lomposmon asa
basis of 3 goad advertisement. To counter it there is 2 study of outstanding’ advertisements
which reveals that all, without excepiion, follow the essentials of good compeasitior. In fact,
an experienced art director follows the rules of composmon as a matter of instinct wtthout
aciually thinking about 1:

- Rules of composnllon are fo]!uwed in every art form ever created by man. Oneé can safely say
that there can be no beauty unless the rules of proportion are followed. ' -

A poor idea remains poor nio matter how well laid out it is. but a good idea has a chance of
success only ifitis prt:semed clearly on the page. The manner of arranging components on
.the page has a jot to do with attracting and controlling the reader’s attention. The subject has

also been 1nvemgatcd by scientists who have arrived a1 conclusions about eye movement and

attention tatigue, .

Thete are no set formulae that can assure effective layouts. However, there will be a great .

opportunity for successtul layowts if the following factors are taken into consideration :

1) Muovement
The reader approaches a page in'a rather vague fashlon He is likel
optical centre, which is slightly away from the physical centre.
hegin exploration of the field in cleckwise direction. And a more
initial survey if the subject is of interest.

start oft™icar the
cy of the eye is to
study follows the

e Ith en found that the greatest

The natural tendency is 10 linger at the top of the pag

sequence desired is called movement, Thiy
listed below : '

e Through the use of gaze motion — the plaucm(nt of people or animals in the
advertisement so that their eycs dlrect the reader’s eyes 1o the next lmportanl element to : : -
be read.

e By the use of mechanical dC\flCCR bll(.h as painting fi ngers. lines or arrows to direct
attention from element 1o element.

s Through the use of comic sirip sequence and pictures with captions that force thie reader
to start at the beginning and follow the sequence in order 1o grasp the message.

» By using white space and colours to emphasize .a'body of type or an illusteation, eyes
will go from a dark element {o a light. from colour to non- -colour.

» By taking advantage of the natural tcndency of reader 1o start at the ton lcﬁ ormer of thc
* page and proceed on 4 diagonal Z motion to the lower right corner.

e By using size itself, ‘which attracts attention because readers are drawn 1o the b.ggest and .
: most dominant elcmem on the page. And then to the smaller elements.

2) Balance

. The reference paint that determines the balance of a layout is the optical centre. Balance is
the arranzement of the elements as they are positioned on the page — the left side of the
oplicat centre verdiis thewight, and above the optical centre versus below:

* "There are two kinds of balance — format and informal.
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_ e Porders around advertisement :‘@t element together.
° Overlapping one picture or el 1 another, .

. » Judicious use of white s

L

Formal Béla_nce : Perfect symmetry is the key to formal balance. Matched ¢ nis on
either side of the line dissecting the advertisement have equal opticel weight. In advertising
this is used to strike a dignified, stable, conservative image. ..

Informal Balance : By placing elements of different size, shape, intensity of colour at
different distances from the optical centre a visually balanced presentation can be achieved.
An object of greater optical weight near thie centre can be balanced by an object of less
weight placed farther from the centre. Most advertisements are informal balance because it
makes the advertisement more interesting, imaginative and exciting. ST

3) Contrast o _ E
An effective way of drawing attention to a particular element is with the use of contrast.

Contrast in colour, size or style. For example, reverse print {while l_enérs on d _
background) or a black and white advenisement with red border or an advertisement with an

 uriusual type style creates coritrast and draws attention.

4) Proportion _ _ :

Elements in an advertisement are accorded space based on their importance to the complete
advertisement. For best appearance, elements frequently use varying amounts of space in
some proportion. Such as three to twa, to avoid monotany of equal amounts of gpace for
each clement. E :

5) Unity . :
Unity is the advertisement’s bonding agent. It means that ajthough the advertisé
of many different parts, these elements relate 1o one another in such a way that |

advertisement gives a harmanious imipression. Balance, movement, proportion epnirast and- .
colour may all contribute to the unity of design. In addition, many other techniques can be.
used : : .

o Type styles from the same family.

s Graphic toeols s boxes, ATOWS. R
6) Continuit : : L
Continuity athe relationship of one advertisement to the rest of the campaign. This * -

is achieved b '@‘ the same design format, style, and tone for all advertisements. By using
the same spokes ¥ person is commercial. By incorporating an unusual and unique graphic
eiement in all advertisements or by the non-use of other techniques such as a logo, character
or a catchy slogan, : ' '

7) Clarity and Sih:pliciiy - S
Any element that can be eliminated without damaging the effect the advertiser is trying to
achieve should be eliminated. Too many different type styles, type that is too small and

_unnecessary copy make the layout complex too busy. It makes the advertisement hard to read

and hurts the overall effect desired.

8) White Space (Isolation) : . :
White space is that part of the advertisement which is not occupied by other elements (even
though the colour of the back_gi‘ojmd may be black or some colour other than wi ite). White
space can be used 1o focus attention to an isolated eiement. Put a vast amount white space
around a block of copy and it appears as if it is in & spot light. White space has a great deal
to do with the image the artist desires to create. ’

' Activity - 5 _ _ _
~ Select 5 ads that you and your friends consider most effective, Discuss, in the context of each
of them, how have the principles of movement (wherover applicable), balance, proporiion
and continuity been applied. : '
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17.13 MESSAGES AND CREATIVITY — ONE
FINAL WORD

A very useful lip in making creativiiy work in an advertisement is, honesty for purpose.
What is expected of the advertisement ? Whether it should just insroduce the product or make
people want to buy it ? Whatever the prwmy, get it right. Understand the brief carefully.
The concept and theme of the campaign must dovetail with the basic purpose for which the

advertisement is being made. It is very 1mporla.nl to know the scope of work And creatwny

must kielp you in achieving the same in the best possible way.

Creativity adds freshness, if the product is routine, If you want to sell salt, which people
must buy any way, how would you approach ? Your point of view must be absolutely new;
and thus most creative. Leave aside, how beautifully the advertisement would be executed on
the drawing board, A creative idea will help more, wouldn’t it. “Look from different angles to
represent something which otherwise is not novel or exciting. One has to vonid what is
commonplace, what is already known, to be crealive.

Pholographem. use this concept very often.

Let us take for example any hackneyed subject, say, India Gate. @ e has seen it.
Picture after picture registers on the mind. Now, the respapsibility"of the photographer is to
" present the subject in a fresh, interesting way; to tell thro hg piciure more than what
people know about it. One can choose dlfferenl i if r
night.

Of course, the best result wﬂl come forwa d only Whgn the photographer has his defirition
oftheproblem right. “What purpose shg @' p! 'ugraph serve 77 What is. its aim ?

Rles and Trout, in thelr book positioning als

: menuon about crcatwnty

One of the great commumcanon tragedies is to watch an__ orgamsauon go through a careful .

planuing exercise, st¢p by step, complete with chars and graphs and then turn the strategy
over 1o the “creatives” for execution. They, in turmn, apply their skllls and the strategy
disappears in a cloud of technigue, never to be recngmsed again.”

So waich out. Think. Help avert such d:sasters- Be creative in your own right. And also keep
away from the stereotype 1mage of “c:eatmty" as described by Ries and Trout.

Most creative people are in a habit of lhlnklng “Though thmklng is a natwral process, and
each one of us involve in it, are we ail capable of being creative ? '

¥t is cogent thinking ihat leags 1o creativity.

- Some experts feel that oogem/ihinking is almast akin mphysical pain. Very few people can '_

bear it and that answers why we have such a <= Il number of creative peaple around us.

'17.14 SUMMARY

The unit message design and development, discusses the basic tools used in message design

and development. Message is the central theme on which the communication to the audience
* depends. Making use oi its elements like headline, body copy, colour, shape, size, order of

presentation and direct/peripheral approach to presentation, a message seeks 1o fulﬁl the
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Advertising Manning and communication objectives, effectively. The usit suggests meaningful uses of these 10ols and
Executlen slements for effective message design and development, ‘

17.15 SELF-ASSESSMENT QUESTIONS |

i) Select two advertising campaigns and develop what you think are the objectives of the
advertisenments. How has the message design achieved/atternpted 1o achicve these
objectives. . ’

"~ 2) Suggest what message strategies and order of presentation should be used for the
“following products and services and why

i) Disposable diapers .
ii) Detergent : S
i) Fire Insurance ‘
iv) Low Cigarettes _
3 How do colour and size affect the response fo an ad. lustrate with exumplc:;L
: adline and

4y With the help of ads for two products and two services, illusirate the use of
space in creation of effective message.

17.16 FURTHER READINGS

A, Longmar!;.. Green and Co. Lid.
heory and Practice, Richard D.

Ogilvy. David. Confessions of an Advertising

Sandage C.H. and Fryburger Vermon, Adv
* Irwin, Inc. Homewood, Iifinois.

Michaeli Freéman. The Image, Wil [Bllins Sons & Co. Lud., London.
Eukince, Visual Puns in Dggign. Wal son-Gupritl Publications, New York.

Philip Kotler, Marketing M. eﬁwm, Prentice Hall of fndia Pvi Lid., New Delhi..

Subroto Sengupt ' Positioning, Tate McGraw Hill Book Publishing (o, Pvi.

. Ltd, New Deihn’ ' _

Schiffman uk. Consumer Behaviour. Prentice Hall of [ndia Pvi. 11d.. New
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Al Ries and Jack Trout, Positiening : The Rattle for Yeur Mind, Warner li_nn[xs,
+ New York. ’

236




UNIT 18 MEDIA SELECTION,

" PLANNING AND =

 SCHEDULING

Objectives
After going through this unit you should be able 10: "

‘s, explain the concept of media plansning and the role of media in overalk markeiiﬁg and

- advertising plan .
discuss l_he-coqsiderations relevant to media selection
describe the dominant factors in media scheduling. -

Structure . _

18.] Intraduction

18.2 The Meaning and Types of Media
18.3 Media Planning: a Process
8.4 Media Selection : a Process

185 Media Scheduling _
18.6 A Final Word on Media Plans
18.7 Development of Media Strategy

18.10 Further Readings -~

18.8  Summary _ ' o '
180 Seif-assessment Questions -~~~ . o :

18.1 INTRODUCTION = - S5

@ cisi£ for an advertiser in its *

€ decisions assume fusther critical

Media management involves one of the most ¢
objectives 10 reach effectively the targer markets.

importance with the wide availability of mgdia vehicls and changing reading and viewing
patterns in buying public. For instance, f ave been flooded with a large assorument -
of magazines in the recent times. Simitacly spectrum of programmes are available on

televisions—as the capior of an attentive home andience. Mot to be outdane, the hitherto
unfamiliar media are now in veguoe. Examples include matchboxes cemying product
adveniszments, or the postal stationery casrying marketing messages of good and social
causes. Gbviously, baffied the advertiser has 1o seek answers to the follnwing questions.

@ How te spend the defined funds allocated 10 advertising and promotional activities?
) How to masch the media audience with the mirket audience for the producy/service?

¢ How to benefit from seasonal varistions mostly prevalent in sales of ail goods and
services? : ST e ' -

g How io weave media with the overall markesing effort?

This unit atiempts some answers itself.

152 THE MEANING AND TYPES OF MEDIA

Media as 2 lenm ean be defined both from the users and the suppliers perspectives. To the
wsers of media i.2, zdvertisers and awdiences. i is “the mix of mediums that cany the
advertisers message znd constitute as the vital link berween the company thai manufactures
and serves the product and the cusiomer who buy or might wish ta buy it.” 1t is thus a
second rung of marketing commuzicatios and is aimed at wider audiences located at different
places. ’
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‘e Radio Advertising

®  Newspaper Media
‘s Magazine

e  Television Media .
®  Speciality Media o o

_Activity 1

Media suppliers on the ather hand, include the institutions that offer media. To _
“mix of service organizations which aim to fulfii the needs of tisteners, viewers and readers
for information and entertainment”. Note that the media are not primarily and purely for

camying the marketing messages. They render a far more meaningful and com,

of beneficial services in which besides entertainment and information, marketing
are carried to the audience. Naturally, therefore, each medium will do its best for
more attractive and closer to its audience. Also, these media themselves have 1o m
the media users. Almost every medium— be it television and newspapers, has a

marketing department to look after this particular function. _ _
Types of Media . _ _
Advertisers face virtually an oceanful media choices, though many of them may be

summarily rejected as being irrelevant either to the product type or 1 consumer types. The

following are the major types of Media:

o  Directory Media
» "Direct Mail Media

e Pointof Purchase Media
¢ Outdoor Media

o TransitMedia | |
e -Screen Media . . 0

For a deeper understanding of the g fve and quantitative picture of Media in. lndia; please
refer 1o Unit 12 of this course, - _ '

Choose a particular j Stry (c%., computer or cosmetics) of a particular product line
(e.g.. home-refri d identify how many of the media mentioned above are aclually
@) Narhe of the Industry Media Chosen

&
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18.3 MEDIA PLANNING: A PROCESS : '_ C Plaaning. fmd Scheduling

Like any othe planning, medla planning is done by specialists wheo have fiecessary amount
of training and experiences. Normally, the media planning answers the following questions:

o  When ? (the timing of the ad publication)

e Which ? (the selection of the media)

«  How? (the co—mdination in'media planning)
e Howmuch? (thé i)udgeting of the ad resourées)

Thus media planning is a process “of designing a course of action that shows how
advertising time and space will be used to contribute o the achievement of marketing
objectives™. In this process, the media planner takes into consideration factors like media
strategy, media tactics, media planning models and the cumulative effect of advertising along
with procedures for buying media. T :

Media plan is the end product of media planning and is similar to a blueprint of advertising
programmes of a company. To obtain this blueprint, the company must become involved in
many activities that are related to the firm’s marketing situations. Figure 1 details the scope
of a media plan. ’ _

Figure 1 ¢ Tlle_Scupe of media plarning ‘activities ] \

The Situation Ana!yéis The Marketing Strategy Plans

Purpose: Te understand the Purpose; To plan activities
marketing problem. An ’ which will solve onc or more
analysis is made of a of the marketing problems. g
company and its competitors ) . ination of.
1. Size and share of total 1. Marketing objectives. How product can meet
market. - . consumer needs.
2. Sales history, costs = 2, Product and spending "How product will be
and profils. straregy. . positioned to advertise-
. . ments. . )
3. Distribution practices. 3. Distribution ‘strase . 3. Copy themes.
Method of selling. 4. Which elements of the ) 4. Specific objectives of
’ marketing mix are to be used. - _ each advertisement,
5. Use of adventising, 5. Identification of “best” 5. . Number and sizes of
market segments. advertisements.

N

Setting media objectives:

Purp To | keting objectives and
strategies into goal that media can accomplish.

Determining media slrategy

Purpose: To translate media goals into general guidelines that
will control the planner's selection and use of media. The best
alternatives should be selecied.

. FiHling in the details of the media plan
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Selection of broad media clesses Selection of ‘media within classes -

Purpore: To determine which broad class of media Purchases: To cmn.pan)'-' and seleer the best media

best fullils the criteria, Tnvodves companson ared within broad classes again using pre-dewermined
broad medin Gasses such as newspapers. magavines, eriteria imvolves making decision. about the
radio, telesivion or athers! The analysis called foliowing:
intermediz compunsons, Audience size is one of the X .
. L , , 1. ¥ magavings were recommendad then which
major Tuctors used in companng the various media . L .
magaziiws?
clusses,
2. ifelevision was recommended then
A. Netwirk of spot 1elevision?
b. 1 peiwork, which progrimis} -
¢ IF spot, which mirkeis™
——3.  If radio or newspagers were cegonmended. then
which market shali he used?
A, What criteriz shall buyen use in muking
purchises of a local media?

. Media use decisions - print
Hedia use decisions - bhroadcast .
1. Nurher ol ads 1o appear and on which duys and

b, Whet kind of sponsorship tsole, shared, months
‘participating, or olher)? -1 .
2. Placement of ads: Any preferred position with
2. Whal levels of resch and frequency will be ’

eguired?

wedin?

Speck] treatanent: Gatelulds, Bleeds, hi-fioor
3. Placemcnl of sputs: In programs or belween - -

L athers crdoue™
programime?

4. . Reach or fregque. oy levels.

Media use decision - other media

Billbuiards : Location el markeps and plan of

distribution.
Kirds of outdeor baards 10 be

Car cards © Direct mail. or othe
decisions peculiss 10 thase me

aseed,

¥ iedia

elia.

Source: 1. 7. ¥ % BR. Fermay: “Adve

ising Media Planning™, Chicapo, Nkinois Crain Books, 1976,p.¢

At each stage of the planning process, you would recognize the importance of facts and
figures, and ways 1o study them in order 1o take the *sub-decisions. So, the relevance of
information analysis base begins right it the first stage and stays right throuph 6l the
evaluation stage. What information is required at each stage will be sindied as we go atong.
Let us study the important stages in the planning process.

- Betting Media Objectives

Why do you think we need 1o set obiectives at ali?

Obiectives are guidelines—— laying oot just what is required of the plan. They answer
questions of WHO the advertising needs jo reach, WHERE, WHEN, HOW, HOW MANY,
HOW GFTEN, HOW LONG. and in WHAT ENVIRONMENT. '

What is the kind of information required, or what are the factors which would influence
setiing media ohjectives? '

By answering this, you are gssentially in the first stage in the planning process — situation

analysis, Therc ave broadly five clememts in o media objective stalement:
Target Audience — defined in relevanl lerms -
Geographic Concentration
Timing Considerziion
Reach. Frequency

Creative Regoireraenl

Let us examine cich of the abine
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a) Target Audience i - ) Media Selection,
identifying, whom the communication is aimed at is the very first task. This is done by Planning and Scheduling
{dentifving those persons, who are recognized to be major contributors 10 a brand’s sale or on

the basis of their value as pew enirants to the product category. For instance. the targes

audience for motorcycles would most likely be men in the age group 18-35 years with 2

meonthly income of Rs. 1500 and above,

The kind of information which is looked at this stage i3 product usership data in terms of the
target audience’s demographic and psychographic profile. While the first identifies the
person, the second highlights his lifestyle/interests.

b) Geography

A brand’s sales pattern wouldrdiffer from market to market, Certain markets are higher in
priority either due 1o their status as being large volume markets, having considerable
competitive activity or being developmental markets. Media objectives need 1o specify -
increased impactfweight planned for such markets. '

The jnfonnarien looked at for this purposc are:

e Market performance — comparative market shares, tonnages, 1.
»  Advertising performance — comparative brand awareness and recall by market
s Compurative advestising -— strategy and activity by market.

Some examples are showi below:

MARKET SHARES — BOMBAY

1987 1988
Band X QI QTRZ QTR3  QTRé  QTRI  QUR2  QFRIN QTR4
y . .
FA
ADVERTISING RECALL — BOMBA
1YKE . .
JAN FEBQ~ MAR APR
BRAND X ’
Y .
z
. COMPARATIVE TV ADVERTISING — BOMBAY
1988 .
NO.OFSPOTS EXPENDITURE
BRAND X
Y
Z
¢) Timing -

This factor relates to the relative importance given to a certain time period in order to
capitalize on cither p magket seasonality or a media event opportunity. For inst: e if the
canpiipn is to aunch 4 low-interest item such as lozenges, it would be pertinen; to Buikd
high initial awaseness and thereafier provide continuing suppott through the key
consumption period, Another example -— Thums Up Colg drink using the Reliance cup as a
mediu ¢vent opportanity — helghtening its communication which involved endorsement of
the drink by cricketers.

d) Reach/Frequency

Based on the Marketing objectives, it is always importint 1o quantify the actual numbers of
target audience desired o be covered and the number of time the target person is 1o be
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-~ at through years of mtemanonal expenence on the nppmach 10 semng ef’fecn

exposed to the advertising —— in order 1o effect the desired response These are
dimiensions of the achievement of any plan.

The actual number of target persons covered is known as REACH, and the ny
exposures they are to receive is the FREQUENCY ‘Another consideration to
the interval at which the exposurcs must occur or the CONTINUITY

Strategic Media Planning incorporates setting EFFECTIVE REACH/FREQU

reached with the essential minimurn frequency. Given below are the broad gu

the physical -

rmber of
be enunciated iz

TENCY

lines, arrived

objectives, which are nothing but specnfymg what portion of the arget segm‘F:t must be

goals:
GENERALLY ﬁCCEPTEI'_i FREQUENCY GO&LS iN RELA'I‘IDN TO BRAN
FACTORS oW MEDIUM
T2 3+t
Brand Awareness Established Product  <— :
Purchase.Cyc!e Long R '
Competition - Minimal
Message Complexity Simple ;
Scheduling Pmern - Comlir _ 3

*Within a purchase cycle of fmu- weeks.

D POSITION

HIGH

@y

New Product
Short
Compctili\ré
Complex

Flights

Refers to actual scheduling of med;a activity dependmg on the objectwes relaaed 1o

remforcmg and sustaining the brand nwssagcs

The Time Frame for achieving these goals
statement. '

e) Creative Requiremenis
Relevant commuinication characte
or an audio- v:sual presentanon of

euch as where demonstrability of the

Visuatizationg™y .
Colour

Creatwe units are mutua]ly agrced upon by the creative and media department

TWRac!lo — 30 sec/15 sec commencwls
Press - Full page colour
Activity 2

Study the media plan as given in Exhibit 1. Suggest modifications, if any, that
incotporate in 2 media plan for {a) a pharmaceutical company selling cough-d
national tour operai. r agency aiming to increase inland tour traffic in India,

a)

................... L T L L L LT e L R R ]
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t aiso be specified in the media objective

product in use,

fluct giving its benefits — dictate the kind of media

- characteristics and enwron #” Some situations of creative related reguirements for
" the media : : ’
'com{umcmomc QUALITATIVE REQUIREMENT
Demonstration Authority/Believability
HumaourFun
Music

Irhaginative/Stimulating

5. Examples :

ypu would
(b)a




-
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A Step by Step approach to Media Planning

Exhibit 2 provides a step by step approach 16 media planning.

. Exthiblt 2: A Step by Step App

& to Medla Pianning

BRAND'S o INOTAL -l BROAD
CURRENT PLANNING INTENTIONS
STATE MEBT'NG (___I
MARKET'S MARKET
CURRENT L2
STATE DRAFT
o MARKETING
NO
EVALUATION
OF CURRENT
PLAN
YES
. EVALUATION
- - OF CURRENT
DRAFT i W PLAN
CREATIVE L MEDIA :
STRATEGY STRATEGY |o—
N NO
SUBMISSION
TO CLIENT
MARKET
WEIGHTS
CREATIVE [&7 3| MEDIA -
PLANNING (% o] PLANNING MEDIA
- ~ WEIGHTS
RESPONSE

FROPGSAL | 4

AGENCY
EDUCATION

YES

CLIENT
\l-.\" AL ATION

I

MEDIA
EXPOSLURE
PATA-

WEIGHTS
| ISP |

TIMING
© COSTS

NO

TIMING ]

ves

TMPLEMENTATION | -

- PEOPLE

MINVOLYED

ACCOUNT
HANDLING
{MARKETING
CREATIVE
MEDRA
1CLIERT)

ACCOUNT

HAN

CREAT
DiA

PEANS
RIARD
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Advertising Phnnlng and Activity 3

Exccutive. o A small-scale manufacmm of your locallty has asked you o develop medna vities for his
domestic grinding machine. Study the Exhibit 2catefully and recommend an! ch. You -
may make necessary assumpuons. . '

L T T P L e C e PR L)

. L : e S TP P P TT YT Yy e A P

e S R T

L TSRO LA R R L L B

Some llluslrations or Media . Plans

Exhibits 3 and 4 show two media pians for ¢ two dlfferem product cmegones.

Exhiblg 3: Meqia-'nannlug Guide for 'a detergent powder

1
- 1 Pra - : - . Rescarch ud fafocrianon Decision to be |
Objectives | Guidelines . B ) E - Anslyis - { Soume - Made 1
. : - Guidtines . . | " | ) : |
, : i
L What Magazines, R 1, Whe 0 Newse || 1 W
i of Cot- | s, 1ekevisuon, : . C et REWSpEDETE. " pajer Newspaper .
nmers! | owidoor. & B ’ and wha mkierer o mews- |
PewspBpCTS cai ) B newmapRT T I
wikleand | achivethis . - 1T . . .- aditierreach | | . should be |
Upper | abjective . R ’ " mote wotnen. : bt
o sbave” : : thuncien? | 7 Nelspa- . :
3000 por ] . , ] : pes cie- -
Wi, Age - : ) L cutmion 2, What i
2599, both L lsom efficiency Bewnpaper |-
wears byt I W malysis . shaubd by
womenae ) e cfficient | |- ol sopanl.ry, '
. e
pelen o to | mm L 3 easpaper _iFany? !
- coptape f -
anilysis - ||| 3 Whotune
! . prefemsd
| edition, I
) H N secons. m
| : VO ke |
: i : I news- ;
. papers !
. Message : Television ] —o! | 2 Swould more | Q. Edpeess Hiwime | o
_ o o ‘Pinpersion: . & News . - ’ than one n;v'mmn venl -
. " paper [ . . 1 - eewspaper he with iekevisivn, ’
covcrage of . . . ' ’ ometWhy | vmewch | magwines |
TNt s Radic and . " . covoragr and ab At or quidior
. mest ad run magaginey : : efficiency oxian A contribue
for oaly 8 ke more ) riteria, qishianve morcto
iy ot rwen. tn 2 day h . . . motin || achieve.
- Atleasi 0% | [ wbuild | : . 4 Tonewspa [ valses memiof
- VTR Deosd X . pets differ in L]
Toquired per C | cvermge & | . E . Deirabiyo | 2 Ak " image godl
L R mdio . | mbew aeative th i bost
: Rpines 1 . . © deterge | poopke. . in sban- .
3. Seastaal ‘road -News. - . . . e : doaing
Repimalor | Rarion we | P ; . e spapr
Speciad © | wooweiop | Prefawed | 3. Adalyse vot anxd
[ mlr.m_ - Tebevigion . . aliuaive -lli m::w
Geographic | U o leag | Hosinad | . dotelevision, |  prauction
Morth since: . . e : - el
0% ot revepaper oc | 4, investipame
Wit ke . ) iyl
. . Campign extition for
4, Media . L ] o colour cosd .
‘ — - |__'-___l h
. . i




Media Selection, Planuing
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* Plasiag ' Resiarchind | Udoration | Deckioniobe B
Guidli
. U --JE
Semctznd L Booweative I
ot A Al peipde prefer
acorpiahie: oo i o we
rerd for i or
special or Vhevision. ot
presgious oo for
kit o time coporate
o SpaE of image goal?
il media Which da they
L Jprfer mmost W
+ - [ e For Ihis
’ m‘ ve?
4 Memsage . imnagr be 3. Wiat cosis are
Pecularisies: comveyed © evolved in
Appro. 9% . 1 - effectvely Tagarints o
of all .l wil] ’ throogh LT
footur it Aeghonal Mlevision to
o ittty T wohdules for
10%: of towad
cffont devoted
b bxape
R T i
1

Exbibit 4: Mediz Plavaing Geide for 5 Fell Line Computer Mazufacturer

Mo ddecive: . Plasning Gaide 1 Rescanck prat Analysis ; ik To e
L Whakindof | Genend L. Roaimgs, | 1. Con
sy 5T Lo j DOMERIZS Fedrvision be
Traagnnes md and Juccifacd oo
3 li\.'um_l by efaiency media
o i | aysis. ot
AR el ' Suppn
oyrcially shouk! . i ‘ Fadpoenl )
= CumtsadeTe. ! y | it data i Fad
affress, “'! Rooonwmrs | [— opmum
i T agaips ! grozal
h. Ciporale Radso zmet 3 Ichviawak svinal 2. Enumine m
=, o sevesul - * H r - mmauhm w :l:_pnf:
arqmin b WAL, il g E : ; mt-.! prbluasians i
fat oA sednt i i . | el -
speciiying Loy . t | - o 2 Fm.ﬂ
wal exevutives w2l | I ! sotpen, oo
L ing T e H 5 P
W: oula, —i P [ 1. Expmume andiemce sl
a ! wnul corvernge data peblcution
; H 1r develop st st I
H { ' [T of goerat business
1 Whesuer i i ¢ mrasgarines 5 Add
Duspersion: é i auninizy reach of A —
- lahgd g whike g
Ewch ol the el nosimarng [ S—
g grovps i equeacy. o1 Busdis.
ek b TSI, |y . o .
ki husaua ; 1. tixmmine coloar
mhﬂy © | et R e
T b uabity mend ousts of Lem -
Rewspgrtr genenl businss Mcktvision
1, Seaswal, LB pubicarian: [ Ty
g a quakty. - MW coPEmRmi-
epecial chamsey- ¥ ) weidh aequate cation bueal,
ez Nooe Do 1 Gl ol chomgh this
¥ brringsd . it aegy?
demansiebiy | TR
4. St piaiiny . Inosoes H . .
s pridiatio, | V. 3. Ensvier
i it o o enerst ‘| audicrcr. sl
. i flwpopen | b oo e
G caleess ' g gl ol eonmmer | aaciieds T ; Whm!’mui
regTakactn s udify, iy ﬂt‘kﬂ!. "
o, - - snwm!:m -
it heackh
|
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Advertising Planniug and - — —
~ Executioa Meka Obactives | Pawming Qi : I Rostanh md Anabysis | bnformation * | Decision ToBe
5. Mescage . C turpet pownpe whke| 1. Basmoinn the. 1Ak
proslimidn: misiseizing Joibisiy of catien
frequency. demmmtic spe of people (o
Lomgthy o A iviaion in opiion.
wtaages oy -y comweying commgiin
- weqine barge o . i serhmical récoan
[ Ll wilb cremtive:
ACEIME URITE. . pouple, il wievician
_ _ Do fdividunt b jiiable ca
Miosage i pebtcimanz ffj s
renuinc roprdeien
bl cificinty ?
g
far
aderstmading. . .
MNewomypes of
conwese s aat
wffer colowr. -
Cim
“deliver & oomphtx
Tochuicl W 1 -
: Aclivily 4

a) Seudy Exhibits 3 and 4 carefully and write down a5 many conceptual s:m;lanius as you-
can. identify in both Illnsrranons

The Media Planning Fu

Having understood ept of Media Planning, bet us see, how its function ﬁls into the
overall advertising ions in developing campaigns:
ADVERTISER/CLIENT | !

i
CLIENT SERVICING/ACCOUNT MANAGEMENT

" CREATIVE SERVICES - . S MEDIA SERVICES
: L
MEDIA

Medml’lmng therefore is one of the dual funcuonsofﬂlemed:adepmm. Budl
planning and buying are closely linked: the latter essentially conoemed with the execution of
the media plan, .

In the development of an adventising campaign both the creative and media departments work
in close interaction since the respective tasks of each functions are influenced by decisions
taken by the other. i

184 MEDIA SELECT]ON- : A PROCESS

Media Selectlcm isa h:ghly m\rolved task for & marketer. The major reason for this
involvement is that there could be no single best media strategy that would apply o dlﬂ‘emm
situations. The attempt is, therefore, to identify a fit between media choice and market -
preferences. Differences in these choice approaches necessitate 8 change in media mixes.
Further, media selection differs continuously on account of an imperfect state of knowledge
thax exists about the media scene. Finally. the patterns of advertisement expendinire on

u6




that extsts about the media scene. Finaily, the patiernseot advertisement expendituoreon . Media Selection,
media vehicles keep on changing with the passage of time: Thus, advertisers and marketers Plaining and Scheduling
in the same industry may be found spending different amount on various media instruments B
even though the product and markets are the same. Exhibit 3 outlines the major

_ considerations in media selection. - o

Exhibit $: Major Consideration In Media Selection

TYPEOFMEDIA e S MAJOR CHOICE RULES
L
Direstory Advt ' ' : " Product characteristics
Direct Mail Advt. : Advertising Objectivas
Radio Advertising Cost R
Point of Purchase Advi. Advertising by competitors
Outdoor Advt. Media satectivity - '
Nowspaper Acvt. Media C(wuage
Magazine Advi, Media availability
Transit Advi. Media reskictions
Scraon Ad. Mecia fexbiiny
. Tolovision A, Mediatfe
Speciality Advt. " Media accoptance
QOther Ad. Oualtly of workmanship

Media support Medla benefits

Sowrce : Advertising : W.H. Bolen p.- 191,

" In view of the complexities and involvemient in media sel
quite helpful. The following selection process deals wi
answered in the pursuit of media selection:

What kind of consumers does the a
Alihough it is expected that the marketing
~ consumers, it must still be given a specific 1 tation for a creative media strategy. The

objective of the media strategist here is to defin€ the kind of consumers that the advertising
will reach. Thus, it attenipts to find out those media that will reach the target consumers
cither exclusively or largely, and which are efficient too. The media strategist knows that to
identify a particular consumer characteristic is one thing while it is quite another thing to
find descriptive media data adequate enough to use that characteristic for media purposes. One
option however, is to use the consumer demographics, consumer psychographics and product

- usage. Table 1 provides a hypothetical description of these usage data for hair cream users for
media selection purposes. it also outlines areas of data requirement for media cholce and for

" target market choice. ' T - : '

uld make a specific mention of the target

Table 1 : Coasumers and Non-Consumers of a hair cream

Media data ;
requirements Demographic daa requirements of the Target Mackel
Usaers of Hair Cream
Particulars Total Heavy Ligm .| Tow Non-Users
B Population ~ : o
Consumers are .
#2503 Scroes 4.00.000 8.00.000 12,000,000
408 crores ) . ) : ) .

# Live in Major Town 2.5 crores 3,040,000 - 5.00,004 - 8,040,000 242 crores
# High Literacy 1.8 crores 380,000 . 520000 9,000,000 171 crores
# Party goers lOcroes  2.00.600 50.000 2,50,000 97.50,000
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Advertising Planning and

What kind of message dispersion is requived ? .
_In answering this question of stralegic importance in media selection, a string of small
q&sﬁmmw.%immmmﬂdmemsuivemm_mma ience but
momtreqnﬂly?ﬂr.isinkxepmﬁuﬂetﬁreachahiggermyet h it 1ess
often? . . - :

In normal circumstances, 8 media scloction is based on the consideration that message should
be delivered to as many consumers and prospective CONSUMETS 85 possible. Thus, if a media
planner for a toothpaste hes 10 choose between two plans A and B, where plan ‘A’ consists
of 8 primetime television exposuies within 4 weeks delivering one advenising me at
least once in 4 weeks to about 70% howseholds; and where.the plan ‘B’ consists '
afternocn TV exposures at Jenst once in 4 weeks, the choice-will be plan ‘A’. The name of

. the game is thus the ‘number of people react:d’, However, many research eviden
note of caution in the above selection. These evidences suggest that one exposi
ineffective and thus, the central goal of media selection should be to place emph
enhancing frequency of exposure rather than reach. Also, it is belicved that, an exposure
frequency of two within a purchase cycle is quite effective while jncreasing the frequency
‘beyond three exposures within a beand purchase cycle — even though spread out period of
four or even cight weeks, continues to build advertising effectivencss but ai a decreasing rate
with no evidence of a decline (M.J. Naples : Effective Frequeacy : The Relationship between
Frequency and Advertising Effectiveness, NY, 1979). :

i$ usually
is on

The issue gets further complicated with the introduction of medsage dispersal over time. For

instance, should adventising messages be released in an even flow from day-to-day or month-

to-month basis or should some other patiem calied ‘pulsing’ or ‘waving' be followed 7 Mamy
. media strategists support the pulsing or waving patiern of message release on the ground of

Cost efficiency. They feel that it strengthens the thggshold level of adveriisemeit and serves
as a forerumner for the consomier decision 1o PA product in question. \

Aclivity § _ N ' . _
An established manufaciurer of a cold @ sion with a national brand has introduced a new
~ VCR in the market. He has sought vieWgy psychographics as the basis of media-user
* profile; and (b) your choice bel ‘pulsitg’ and ‘uniform’ patterns of releasing message.
Give ai least one argument for%oice.' . _ .

" What kind of seasonal and/or regional concentration’ i¥ required for
advertising? o ' o

* The task of media selection is conditioned by the element of seasonal/regional variationsia
the media intensity (concentration). It is especialiy importasif for those products and services

" hat have seasonabiregione} demand. Examples range from ice-creams, soft-dri to-ceiling

_ faps. Festive demands from Puja, Christmas etc. put further pressure on medie selection.

Finally, tne subculiures (e.£. Punjabi or Bengali) and life styles found in the regional -

markets with a marked bearing on product demand, call for 2 special consideration in media

selection. i

 Setting the media in the mode of seasonal concentration is usually easier than regional
conceniration. The answer lics in having media message either adapted 10 regional demands
individual

and preferences r create a series of different messages catering to the demands of

Whet attributes should be inherent iz & selected medin? .

Media must ‘add’ value to the markeling messages. This is the most important attributz that
- js inherent in a good media. This *value® is both qualitative and quantitative. itatively,
the media and their weight to the messages. Thus, if a particular newspaper is Knows for its
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fair editorial content and for its judicious selection of advertiserent, any marketing message
that appears in such a newspaper will carry an ‘added’ effect. -7

Marketers and media strategists often face two options in this regard. The first option
represents an extreme situation of a media that is highly inexpenstve but can deliver the
message only at a broad scale. Examples of this option coutd be hand-bills. posters and the
like. The other option represents a ‘specialized” media that is highly expensive and selective
in delivering the fmessage. The examples may include top-of-the drawer magazines and some
highly rated TV programmes. Qbviously it is not easy to decide between these two options.
Yet a decision is called for.

There are ways in which media strategists find solutions. Firsily, the percepting media
selectars are keen to spot and explgit any media opportunity which may add value to the
message and help accomplish the media objectives. Secondly. they fully recognise what it is
that advertising media can do and what it cannot. '
Activity §
The television media can ‘add value’ 10 the marketing message in the form of

vvrvereeer. {identify the benefits) but cannot provide
covirveine (identify the limitations). All this is true far

e {2l selected, few) product categories. (Filk in the gaps by choosing
one of the given options.) ’

What degree of Synergy can be achieved between message content and
media ? - '

The answer to this question may perhaps provide the last missing piece of the zigsaw that a
media selection often is. It atterpts 1o strike a synergy between the type of marketing
message (o be delivered and the media chosen. It is because there are severa edia and
messages which, if combined well, may be cutstanding in their potent®) imp:gt of the target
consumers. For instance, if long arguments and substantive messages are given. .
television may not be the right media to select. Similarly, for gf€atimga ¢lose-to-life visual
picture of a product, the printed media may perhaps be the wroRg b select. An effective
media manager must ever sirive lo invest his media scleglion witi™ understanding of the .
advertising process. For detailed description of compuie in media selection, refer 10
Unit 17. ' S

18.5 MEDIA SCHED G

Once the media planning and selection is accamplished to the satisfaction of both advenisers '

and agencies, the attention is diverted 10 the task of deciding the media scheduling. It
concerns answering such questions as how many of each media vehicles space and time units
be bought? Over what and time units, this will be bought? Qver what period, should such
‘Duying be 7 Do we want a steady schedule or do we want a “pulsed’ campaign, concentrating
heavily in the beginning and later slowing down ?

Normally media scheduling is considered for a four-week period. Thus. 10 an advertiser, the
following six types of schedules are available.

s Steady puise: Steady pulse is the easiest types of schedules to prepare. For instance,
one ad per week for 52 weeks or one ad per month for 12 months may be prepared.

e Seasonal Pulse: Seasonal nawre of products dictate the use of season:” pulse in
advertising. Examples include Ponds Cold cream: ceiling fans: air-condituoners er., in
the months of winter and summer respectively. i

e Period Pulse: Scheduling of media at reguiai' intervals but not relaied o the seasons
_ of the year, is catled the periodic pulse. Examples may includé media scheduling of
consumer durables (e.g. mixies) and non-durables {e.g. semi-processed food 10 cat)
during Puja or X—mas festivals, for gift purposes.

¢ Erratic Pulse : When advertising is spaced at irregular intervals, it is called erratic
~ puise. Erratic pulse by itself is not to be ignored. It is quite likely that the advertiser is
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Advertising Planning and
Execution

" Activity 7

trying to cause changes in :yﬁical purchase cycles, For instance, ceiling fans, soft-drinks
etc. Advertising in months other than the summer months, could attempt tp even-out
purchases throughout the year. '

« Start up Pulse : It is quite common to see a heavily concentrated mcdiJ scheduling
to open either & new product OF a new campaign. This is called as siart up pulse. For
instance, the scheduting adopted by Videocon PIP welevision, or ONIDA - 21 or even th
Liril Lime Soaps seen in the July - September 1989 period, nad a distinctstart up
pulse. C ot :

s Promotional Pulse : This sch-duling pattern suits only a particuiar promotional
theme of company. Thus, it will be more in the nature of dne-time enly and advertising

- will be heavily concentrated during # particutar time. Examples of promotional pulse
would includz the recent advertising for share/debenture issues by several companies. and

_the MRF media campaign for the Jawahar Lal Mehru Cenienary Sports meet in 1989,

Even though several scheduling patierns are available with their unique charac ristics, it
would be wise to remember that scheduling is a part of media strategy. Hence, 8 regalar
review of the scheduling patterns is beneficial to the advertisers. -

Analysing Rench, Frequencj and Continuity _
Any thoughts on media scheduling will be dictated by a careful analysis of { factors of
wnedia. They are Reach, Frequency and Continuity (RFC). Several researches have been

" conducted on analysing the data pertaining to RFC. Given below are some major findings

which media planners would do well ro remember :

" ¢ Continuity assumes importaace becauss advertisiog is often forgotien: if not reinforced

by continua! exposure. It would thus, be unwise for a marketer to spend money one
. week on munning: an advertisement which i be foliowed by another run|say, afier six
e the message. - '

« Repeated exposures are needed

ss 4 message oh the memories of alarge
proportion of consumers. '

only this the length of 1 gvhich they remember also increases. Rel lembering is 2

@ As number of exposure § asés, number of persons who remember i} increase. Not
key thing to medj n! 5.

lann

veriising is more fikely to cause a Jarge munber of peopie 1o
for 4 short time than spreading the campaign uniformly.

e Inmany\g @ saching as many people as possible may be as important as the task of
~ reaching a fétver nwmber of people but more frequently.

"Bt goes without emphasizing that media plannil;g is more an art than a science becanse not

many credible and univeisally applied scientific methods have been evolved as yet. It tests,
thercfore, the knowledge, perception and skills of any media planner. For a dgscription of the
wminimum reach and Frequency Mode! {MRF), please refer 1 Unit 17,

&) Supgest in the following cases which will be the most dominant considelraﬁinn in-media
scheduling. ) ‘

Dominant ' Consideration

Test-Siwvations .
Reach ) Frequency | Contingity

- 1) Governmant Family

Flaniling Campaigas

2} Introducing a new
woilel soujt

3 Announving heiter
range of services by
a bank

4y Aterasting deatiers {or
consurer durahizs

i




b) Why you thiek so ....... PP Media  Selection,
Planning and Scheduling

18.6 A FINAL WORD ON MEDIA PLANS

Having gone through the complex process and cotﬁponenls of Media Planning, adveitisers
and media strategists may evolve the following three types of plans {a) The National Media
ptan (b) The Key Market plan and {(c) The Skim plan. : :

National Plan : Largely applicable to marketers of national brands, the national plan .
seeks to reach the masses. Obviously, nationat network of television and national
newspapers and magazines will be chosen as the key media vebicles under this plas.

Key Market Play : In the case of nationa brands and regional brands, media strategists
seek to cover effectively the key markets rather than spread over the entire market thin. This
plan is most needed at the introduction stages of the product life - cycle (PLC). It is also
required for those products that have regional formulations to suit regional climatic
corditions. ’ .

Regional newspapers are the major media ‘vehicle under this pian.

Alihough there could be severa! small major key mrarket media plas, it is desirable that they
are co-ordinated well. The adverse results of one key marked media plan can adversely affect
the media plan for another key market. Similarly, customers locaied on the fringe of two key
markeis should not get totally confused by the two dilferent advertisement programmes. The
key market media plans may be different but they should not be diametricaliy opposed so as ’
te avoid the confusion.

Skim Plan ; As most key market media plans concentrate an 2 graphic areas, skim pians
aim at & market from a demographic or psychographic perspec ¢ plans, the
markets first aim to skim off the cream of 4 segment and ther: o8 A general 1o the other
markets. i

be tafgercd at weli-to-do segrments,
. For instance, Qrartz waiches or
on the Trickiedown theory of

For instance, the first aiiempts of the marketers
Later marketers may scaie own to serve lo
premivm textiles were soid in the fashion. It is

communication reparding the innovaliy ucts. Powever, i many cases, marketers
prepare skim plan for highes scgment intention of moviag down to other segments.
Coraessa chassic is a case i point, ¥inail m-media plans may alse be prepared 1o 121get

con Cuskorners with specific interests and enthusiasm. Sport lovers or computer-buffs are
segmenis for which skim market phans miay be prepared by marketers of tke reluted produtits,

Activity B

Seiect 2 real ot hyputhetical example of any smarketing oifering that wauld respoid 16 the
needs of nationa, reghonad, key warket and skim media plans in India.

Answer

a4 Mutional Media Plans are suitable to the products Bike e aeeenn S

o
LN
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Advertising Planning and -
Execution

To refer back to our planning process chart—why indeed do we need to have media strategy'?

“To draw an analogy from the world of sports, competing teams would always have é game-
" media strategy is the overall game plaa which is geared towards strengthening the.
 Media s&ategy therefore defines and provides rationale for the recommended media, sbélling

_ is ot however the tactical plan speci_ﬁ_c vehicles and exact aflocation of budget.

187 DEVELOPMENT OF MEDIA STRATEGY

plan or a sirategy which is designed to win or at least not to lose a match, Similarly the .

communication while countering any move the competition may have.
out the specific role eacli one plays either in complementing or supplementing the others. It =~

Four basic elerﬁehts of Media straiegy staterment are :

Media Mix'

Usage of Media
Geographic Allocation
Schedu!ing"-S.trmegy' N

Lel us examine what each of these are :

Media Mix . ' : _ . . .
For each target market, a market-media match exercise needs to be done and the role each
medium would play in contributing to the achievement of media objectives is described.
Summary explanation of the approximate atlocati medium is aiso provided.

Usage of Media ) _ _

Each medium lends itself for use in varigusagays, BY way of commercial forms in which it
is available. How each is to be used i @ spot buying vs. sponsorship on television,
time/space units general interest vs. speBigs 1pieres publications, prime time/space vs. non-
prime time/space, colour vs. bl white, main issue vs. supplements and so on —are

decisions to be taken so as to e%best milezge out of the selected media.

es and the differential media objectives set for s;ug:h market, how
order 1o atlocate the advertising effort is explained in strategic

the media mix i use
terms.’

Schedusling Strategy : : : : .
The extent and spacing of the media activity in a time frame is expostulated: Rationales for-
controlling the continiuty of the exposures are also provided. These are dependent upor
various factors drawn from various background analysis done earlier on seasonality, -

competitive advertising, budgetary considerations, brand purchase cycle and so o,

Any other factor which is of strategic media signiﬁcanoe'and is believed 1o ﬁave a positive
impact on the success of the media plan alse needs to be highlighted in the Media strategy
statement. . : : . :

Example S o ’ .
Brand X is a o ngh tablet distributed naticnally, with a concentration in Maharashira. Target
audience: Men . 8-45 years with an income of Rs 750 + per montk, residing in .rba.» areas,
smokers who seek temporary relief by consuming brand X. Creative is based on Audic-
Visuat demonsiration of product in use, The role of advertising is to keep the product ala
“Top-of-mind’ recall level since it is an impulse purchase product. :

Media Strategy Statement _
Givan the targei group exposure, the role of Adventising and the national coverage
requirement, Television emerges as the most cost éfficient and effective medium.

While National Television is to be used to provide for a national coverage, regiona/ inputs '
for priority market of Maharashira would be to provide with the use of the regional
Television network. Programmes with consistent Men viewership would be chosen.’
Continuous advertising cannot be provided due to budgerary limitations, henc: a ‘PULSE’
scheduling strategy is to be employed fo maintain a perception of consisteni presence.

s S



The Media Plan ’ o . Media Selecuon,
The Media Plan consists of three broad sections: ' : ' Planning end Scheduling

o Media vehicle seiection

o Media Plan and cost details

o Media activity schucule

What in your opinion would be the criferia to select media vehicles ?

if you have said Cost and Reach, then you've hit the nail on the head. However in order 10
drive the nail home, you need to rank the vehicles in order of merit, so that selection is
possible. Ranking can simply be done by combining the two to get a cost-efficiency index.

Media Vehicle Selection

Having obtained & somewhat large listing of various TV programmes and publications, you
would then need 10 examine how well you could use these vehicles. Since a higher level of
average exposwre can e desired from a comibination of two vehicles which have low levels
of audience duplication, this factor has io be kept in mind. ' '

Having done an optimization exercise which is maxitrizing retums (in terms of
Reach/Frequency) on investments (in terms of media costs), a qualitative judgement is
necessary to see whether the editorial environment is compatible with the advertising,
message, or evaluating a vehicle's audience profile in terms of the brand personality.

Mediz Plan and Cost Details o

Exact number of Television spots to be bought with each selected programne, in what

duration, 2t what cost over what network for precisely which market and similarly the exact

number of press insertions 1o be bought with each selected publication, in t size, at what
cost, for which market — is indicated in great detail followed by Media ; i

The latter provide 2 managenient summary of the plan catlay by time per

medium elc,

.Media Activity Schedale
The calendar of media activity is provided on an actual vis
wherein for sach market, what precisely is planned througl
glance. '

iagram (see example below)

Actly Schedpie

Bombay

Television  Prop. Dur. Rate Cost  Jm'89  Feb'89  Mar’ss
Chittagee: 30 sec XX FAS X
.Malmhi iy 3 sec . . x K% x

18.8 SUMMARY

e Meiia Flamits is a decision making process, aimed 10 arrive at thiree basic decisions : -
e What should be the media objecitves '
s Which media should b selected
« How are the szlected media o be used

e Amcdiaplan evolves from and is fully integrated with the marketingfadverising/creative '
wljeitives. '

& Sz media ohjectives is esscntially laying guidelines as to who the advertising must
rescls, where, when, how, how many, how often, how long and in what environment.

e [Bvaluping media opportusiies is to explonz which media arc available and what role
they vouid play W the coverage of the target auvdience.

o Devcoping a Media Surategy eniails desc:ibing how precisely the selecied media-mis -
would be used in relation o cach oter with a view to achieve the set media objectives.
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Iy specifies geographic allocation and scheduling strategy.

" The media plan consists of actual media vehicle selection and their usagc in terms of

.

activity, the selection is based on both quantitative and qualittive paranaeters,

Media plan evaluation is a crucial final sites to check whether the planned medi
programme conforms to the objectives as set for it. The evaliation is neressarijy
qualitative <nd Reach and Frequency levels are fine-tuned if needed befor: the plan is
lmplemented. ‘ o

18.9 SELF-ASSESSMENT QUESTIONS |

1) Explain the importance of media scheduling in general and for a specific line of products

2

3
4

5

6)

]

televiaion,

{either hypothencal or real) whose market has not yet fully developed. What strategic -
orientation you would like 1o give? Differentiate between varioss medla pla.ns ds
explamed in Scction 18.6.

Discuss the various steps invalved in media planning. Is it going to be different in the
tase of industrial products than in consumer products? How?

“Television advertising is 100 expensive 10 b flirted with.” Do you dgme with Ihe
on the

statement? List five characteristics that a pmduct must have before advertising it

Are thére any consiraints on media planning? I tify media consli'ainls in developing

- couniries. Explain how you will deal with S€ ¢ traints in developing media plans

for (a} in-home video games (b) eradication of y among rural wumen.

You have understood that a media siff pust be based on adequate .nfonnatm As a
media strutegist of a forest-based pro have to decide ;

# Whether to use demo, enmrth.pmdwctusagepatwmofjmpraudience
or hoth; and g,v

media or muitimedia for the products.
a strategy, collect information on media used by

ed product and explair your media strategy.

Assume that n advertiser of a stereo sound cqmpmem Would you.

a) Use a magazifor outdoors;

b) Radio or Television. .

Ornce you have selected the media and defended your selection with logical reasons, -
develop cost estimates for the same and their reach and ﬁequency For cost
considerations, you may refer to Umt 17.

products similgggo fi

As a media planner for a pharmaceutical firm, your task is to develop media plans for a

new congh-syrup to be sold'in poly sachets Develop its objectives, media tion, and
its hkely pay-off,

18'.10 FURTHER READINGS

A M. Barban, S.M. Cristoe and F.J. Kopck (1976). Essentials of Media Planning (Cl'ucago

. Illinois Crain Books).

1.2, Sissors & ER. Petmy (19’76), Advertising Media Planmu,g (Clucago Illms Crain
Books),

bH. Gensch (1973), Advertising Planning : Mathematical Modeb n Adwrmmg Mydia
Planning (Amsterdam The Ne&lerlaads Elsevier Scientific Pubhslung Company’

W_H. Bolen (1981), Advemsmg John Wlley & Sons, N.Y.

C.L. Bovee & W.F. Alens (1982), The Contemporary Advertising R.D l.rwm. Inc.
Homcwood Ninois.

254




Annexure 1 .

Computer Models in Media Sefection

Many agencies and advertisers are making effective use of the computer in stonng and
retrieving andience information. For the first time it is possible to make sophisticated use of
data on reach, frequency, gross rating points, cost per thousand prospects and 50 on, for a
wide variety of media. While this is largely a data processing function, the pay-off in more
precise media selection has been great indeed. In practice, to date, most computer analysis is

for intramedia corparisons. The qualitative difference across medla cannot be reduced to
number very well,

Another advantage has been the growing dermand for more and better andience data, The media
information services have in large part expenenced greatest growth since the advent of lhe
computer-

Finally, there is every reason to expect that the compu.cr models dlscussed here and other yet
to be devised will overcome many of the present limitations:

1) Linear Programmmg Model

11 Linehr ‘Programming is intended to derive maxim.um values for a linear (straight-
line) function, given certain constraints on the decision space. When applied to media
selection, the model takes the following general form:

Maximize:

Total exposure: = 2-_- Rli Xi ' . 0
i .

Swbjectedto: i _, C X, <B O

Whese : ' ?‘

Xisly '

X, » 0 fori=12....1 '. '

X; = Number of insertions in medium i@

C, = Cost per insertion in medium'i _ :

B = Total advertising budget available

.Li = Physical limit on insertions in medium i

R, = Rated exposure value of a single insertion in meditm i

The computation routine comsists first of dividing éach 7; by C; fo derive the rate exposure
value per rupee. Then, the ob]ecmre is 10 select to medium that retaens the highest rated

exposure value per rupee (, RyC i ') and purchase as much' as is pos.ﬁble‘ gwen the limits’
imposed by B (advertising budget ) and Li (the total number of possible. insertions, say 12
issues of a monthly magazine). Then the solution proceeds 10 the medinm with the next-

highest rating and continues until a media schedule is chosen which maximizer ﬁu-. ob}ec'ave
function, sub]ect to the constraints imposed.

1.2 Thesiepsina well-comewed Lr medxmllocat:on procedure are as follows:
o Establishment of a target market ob]ecnw- o
¢ Procurement of data on the audience pruTles of various candldate medla

s Application of eﬂ'ectweness rating procedure ¢ncompassing at least two phasm
(a) audience profile match and (b) analysis of qualitative considerations.

e Determination of the gbjecuve function in terms oi - wied exposore values per rapee.
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* 1.3 Advantages of Linear Programming: The LP approach described above is

o Quantification of all constraint conditions, including budgetary liuﬁts limits oh media
availability, and judgement with respect to the maxirawm number of insertions desired in
certain med:a, .

° Appiication of & LP computational routine.

e - Analysis of the resulting media plan to determine its sensitivity to changes in the
constraint conditvon which are applied as well as changes in the rated cxposure [values of
various candidate media, Thiz will require a series of LP computations so that resuiting
changes.can be isolated.

»  Selection of the final media pian on the Hasis of judgement as to which solu'ti(rn SEEms
most appropriate in terms of stated objeciives. = :

vaiuable because it

@ Forces Definitions of Markets to be Reached.

e Requires Quantification of Qualitative Factors, |
s  Establishes a Cicar Need for Andience Data.

o  Can be applied to Problems with Variety of Media.

s  Allows the Biendirg of Many Factors. 0
1.4 Limitstions Linear Program@‘he following limitations of linear

programming should be recogn

o  The Assumption of Egual Efcts Repeat Exposures
« The Asaumpuon € Medla Costs.

1 v« crional Tiree or Space Furchases.

» Solutions Dci Tined without Consideration of Audience Duplication.

s  The Ilfusion of Definitcness.

2) Iteration Models

Media scheduling has made limited use of iteration models, in which the approach; is 1o bring
one media at a time inte the sciution, depicted below in Section 2.1.

Note that the mediurn with the lowest cost per thowsand prospects is selected firsil Then

- rervaining media vehicles are adjusted to show net unduplicate audience from the vehicle or

vehicles already selected. The process condinues until the budget is exhavsied.

While the iteration model is not hampered with the linearity assumption of LP it has the
disadvaniage that it cannot guarantee an cptimum or “best” solution given siated gonsiraints.
This is because the comnputer algonthm is progressively limited as each mediten s chosen.
it cannot computer the value of different combinations of media because of the nocessity of
starting with the highest rated medium and proceeding to the rext sccordingly, While the

“first vehicle in the solution might be optimum, there is no guaramee that an opimum

solution witl rest with two or more media candidates.
\ ;




2.1 Flow Diagram for the I(erafion Modél
) o
- |
. Spécify the market segraents for this particulas prodict message.
-1 ' _
Weight these market segments b indicate the segments the advertisér most desires wreach
d

rWeeki+ - Con woekl

?Cyclemmuﬂla.llmedinvehicksmﬁﬂﬁ:;mwidi&whwﬁtéustperthmmdwéighnedpmputs.

Py one unit of the best media vehicie. -
1 bucget for Week i used up ? e
I

.Mjllﬂmminhgmcdiav&ﬁchbwummmEomve_hidesahudyse[wnedfor“’eeki. Y
. _' : . i '.]'Istotai pudget exhanstedq o ' 0

Yes O

Swp N . .

Sowrce:  Demmis. H. Gensch, “Computer Models in Advenising Media i, Joumnal of Marketing Research,
Val. 5, (November 1968), p. 416. o

3  Simulation Model_s‘

Simulation models are designed to asse jven media schedule or group of schedules
will affect a target market. The approach consists of storing the characteristics of a
pumber of individuals in the computer and then evaluating their probabie response to the
media input. Three different approaches to simulation are in fairly widespread use : (1} the
CAM model, 21 the Simulmatic model, and [3] COMPASS.

3.1 The CAM Model. In 1964, the London Press Exchange began operational use of
its Computer Assessment of Media (CAM) model. It siiulates the process by which
individuals are expoued to both magazine and television advertisements. Viewing data are
provided in four-weck scgments by Television Audicnce Measorement Lid., and the data are
converted into probabilities of viewing over the period of a year. Similar steps are taken on
magazine data supplied by the National Readership Survey. Then the individuals into the two
samples are carefully paired off 5o that television viewing and magazine reading patiemns are
assigned to each individual, These data are then stored in a computer, .

Next a target audience for a campaign is selected and weighted. A perception value is
pssigned to each media vehicle, which atempts to assess the impact an advertis ient will
have on the viewer of reader in terms of exposure. This is further weighted by variations in
prestige and influence from one publication 10 anothes. A final'series of weights called
impact weights is then assigned the message on the person who sees or views it.

The model makes use of a single score which describes how much advertising an individual
will receive, The probability of receiving an impression (PRI) is computed as follows:

PRI = Adjusteﬂ probébility .of seeing or viewing the media vehicle x perception x
selectivity X impact. . . .
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* Scheduling System). No details have been made publlc

Medlaschedulesthenarcrun,mdasmlescorelspmducedﬁmnmesunulated onse of
the sample of mdmduals which serves as the criterion of chonsing between medm '

3.2 The Simulmatics Model. The Simulmatics Cm'poranon stores information on
nearly 3,000 imaginary individuals representing a cross section of the U. S. population four
years of age and over. Data are included on socio-economic characieristics as well as media
exposure habits, As with the CAM model, the simulated gudience is exposed to an actual
media schedule. Modifications are iritroduced 1o account for habit formation, saturation with-
too many of orie type of medium, and so on. The summary statistic depict the probable '
viewing or listening audlence and the extent of their exposure,

3.3 Compass. Ten large advertising azencies have retained a consulting firm tg develop a

simulation model referred to a COMPASS (Computer Optimal Medla Planning and
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Annexure 2

" The Minimum Reach and Frequency (MRF) Model
2.1 JIniroduction .

Every advertiser, whether in India or abroad, makes a decision about media ptanning af least
once a year, if not more. Inn India, the decisions have been based so far on intuition and non—
formal procedures. But formal methods ¢an help an adventiser to utilize his advertising rupec
better. Motivation for an advertiser to use formal methods in media planning stems from two
factors: firstly the expenditure in advertising is very high the Indian industry spent over

Rs. 3000 crores on med:a during 1988-89 and secondly, the number of alternative media-
avatlable is very large.

The prevalent practice of press media planning in India is to use available circulation and
readership data to draw up media plans that will give the desired “reach” and average frequency
of exposure among the target audience. Plans drawn through conventional non—formal '
methods obviously lack in precision and result enly in crude estimate of ghe “reach” and the
average frequency of exposure. 7

This annexure presents a quantitative model for press media planning which uses available
audience data and research. The model selects the lowest cost media plan which achieves the
desired “reach” and “average” exposure frequency per person in several target audience groups.

2.2 The Process Model of Advertising

Figure Annexure 2 shows the process model of Advertising

Anncxure Figure 2 : Process Model of Advertising

Segment 1 Segment | Sales
] Money % | | Med. Vehls 1. OTSNI A '
-« Chinen || Knm e T ——i- Segment 1
1 2. 0TS N2 neres
) rencs .

Size - Buy —® | ' Segmenm: 2
Turnber
Colour -
Pasition Seginent 2
Timing |_Slzgmenll ) r T

2 3 . 4 ’ 3

The Advertising precess starts with the total money available {or required by) the media
planner for buying time and space in different media vehicles (Box 1). The plaiiner, through
some dCcision Process, converts money into physical quaniities like choice of media vehicles
and size, sumber, colour, position, and timing of the advertisement in each of the media '
vehicles (Box 2). The choice of roedia vehicles, depending on the audience profiles of ihe
chosen vehicles Tesults into providing zere opportunities — to ~ see (OTS) to some members
of the target audience group(s). The distribution of OTS along with the other decision -
variabies of Box 2 (size. nuimber, eic.) influences the “effect of advertising” in each of the
1argel audience groups. The effect is 10 be measured in terms of the states of mind and
behaviour of the group, £.8., unaware, aware, knowledge, and iastly a state “buy” (Box 4},
The distribution of members of each of the targes audience groaps in these states will decide
ihe level of sales generated during current and futire time periods (Box 5).

For using this advertising process as a basis for developing 2 media planning model, it is
necessary o obtain the following relatiohships either theoretically or empirically:

221 Relationship between the choice of media vehicles and the distribution of GTS.

222 Effect of distrioutior. of OTS and other variabies of Bex 2 bn each «f the states -
listed in Box 4. )
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- Achieved iotal OTS 2

223 Relationship of distribution of the members of each _i?,rget audience group in state
10 sales-achieved in current and future time periods. :

“Relationship 2.2.2 and '2.2.3_ above sihg_ly or jointly are termed as response: functions.

1.3 The Model

Since the existing model of media sefection are ot suitable to Indian'conditions, this model

has been developed to select a minimum total cost media plan so as (0 achieve: |

. A desired minimum reach in each of the target audienc_é groups. :
. A desired average OTS per member reached in each of the target audieace groups.
e ‘Theactual number of insertions in each selected media vehicle berween a minimum

and a maximum number specified by the planner.

The detailed mathernatical model is given in _S_ection 25,

" An equivalent verbal represehtati&m’ will be as follows :

{Cost per insertion x of insertions in all media}

Min ;- Sum of | vehicles nnder.coﬁsidt__‘:ratiou. S . . B .
Such that : ' . | '
Minimum  Desired minimum reach forall _ :
achieved 2 carget audience groups T B V)
Achieved avg. Desired average OTS pRg pe

OTS pet person 2 - for all target audience h
o and : &)
Desired Number of insertion'™® - Desired min. -

maximum) 2 _in the media 2 - oumber of

number ofy.  if selected in insertions o . @
-insertions -~ medifvahicie I - ' :

. A major difficuly in obfjning a leu"_tion of the above model is that the method of

obtaining t m reach of 4 media pian is complex. A mathematical formulation for
obtaining the 3 breach of a media plan is given in Section 5. If this is incorporated
in the model, it not be possible to obtain a solution with existing techmiques of
optimization. - : :

2.4 The Heuristic Method to Solve the MRF Model .

To circumvent the problem, constraints (2) and (3) are combined o get gisingk:’consﬁainl.
As reach times the number of OTS per person reach is total OTS, constrdints (2) and (3)

Achiieved total OTS 2 Desired reach x - B €
o _ Desired OFTS per person - - .
The derived problem then becomes ; '
"Min : Sum of {Cost per insertion x No. of ) _ ) _ S
' {insertion in all media vehicles ) = ' : o ©
Such thar :
Desired |} Number ot msemon&‘ 1 Desired
maximum} 2 in a media vehicle’ } 2 Minimum
number of if selected imesch |} Numberof - . . :
_insertions | ~ media vehicle 1 Insertions o M
+ Desired minimum reach x -
Dyesaricd average OTS i eawh

Tk e auditiny LU




To solve the original problem (1 —4), the mudified problem 6, 7, and 8 is first solved, As
the solution to this problem gives the publications selected in the media plan, the reach and
average OTS of this media plan are tested for each target andience group (through copstrants
2 and 3). The calcwlations of reach is made by solving the mathematical programme of
Section 2.5. If the reach and the average OTS achieved in each target andience groups are
nore than the desired vatues, the media plan obtained is the best (optimal). However, it is
possible that in one or more target audiznce groups the achieved reach and the OTS are less
than desired. In such a case, increase the desired OTS in that audience growp in the modified

. problem and resoive the modified probiem. Tl procedure terminates when either all reach

and OTS constraints are satsfied (solution obiaired — or onie or more reach and/or OTS
constraint cannot be satisfied implying that the media vehicles under consideration cannot
achieve the desired values, i.e., ro solution exists for the problerm as defined).

2.5 Explaosiion for Data Reguirement for finding Reach

2.5.1 Supposing that three arc media vehicles awd oniy one tasget audience group under
consideration. They are A, B, and C. Lei the individual audience be a, b, and ¢. The commor:
audience of A and B will be ab, of B and C be and of A and C be ac. Also let audience
comimon 10 A, B and C be abc. The exact reach 2s is obvious from the diagram, will be
a4 B+ - ab~ ac—be + abc, So, data on abe (igher order overlap) is needed to obtain the
exact reach, Simitasly, it can also be shown that dasa on higher order overiaps in needed for
finding distribuiier. of OTS. .

[

2.5.2 The MRF Model formulation is as foltows : O
Min fm_‘, =155 5- : _ ( _
' LI -

Subject to

—pel F
Y

o

o R
- 3]
g
I
- il
g

w

e

N

St

P fri=1 1, ... 3
3 =P fri=1,2, .8, *
xi—Li Zji}:ﬂl _
{ for §y = b, % .. {4
kﬁl A ‘.iju.. ﬂ‘}

all ; a1z Gos ) med oy s e won-negative inegers.

whers . :

m : Total numder of media vehicles (publications) available for selecting & modia
plan. : : .

§ . Foul pumiber of wrpet audience groups to be consifered. )

Re, : Desited miakmaer reach in targer audicnce group i for 1= 1. 2. S

A‘g ;. Audience of the media vehiche (publication) §, in the warget pudiencs grop i, fos
izl 2, 8 and i = 13, . _

Aii,i, . Common sudience of e media sudience group iforim= 1,2 8, @ f nn k

=12 am, where t = 2, li.....;,.m.
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The modified problan used in obtaining a solution was as follows

o . oforji=1,2 . m.o ' I
: I .

R TR 0 : |

. jl. .

_a.llzjsare(}orlxil‘sate 0 ive integers.

_s“wm'

C. : Cost per insertion iri media vehicle j,, for j, =1, 2,..m.

L Minimurm no. of insertions to be put in the media vehicles j, = 1, 2o, if

included in the media plan, for j, =12, -

The reach attained by a ﬂwdia'plan in target audience group i, fori = 1,2...8.

F, . The frequency (average OTS) attained by the media in target audience group i, for
i=1,2 .5 . ' '

7, 1, ifthe media vehiclej s inchided in the medid plan.

0 othef wise, and

L The number of insertions o be placed in ﬂ:e media vehicle j;.

Min:);_ ;% - _ - RO
.]lnl ) . .

Subject to

K, z; —x 20,

2‘, ijak F*i-12 O _ @

2.6 Micro Lower Bobgfl OR”the Reach of Medin l_’lan. of Vehicles _
The micro low Onthereachofamediaplaﬁofm#ehicléswouldbegivml)ydm'
optimal objectiveN value of the following non-lincar mathematical programme.
Max {[M* - 1) ﬁ Aljizji - Z Aijij zji z.p]z!(M*) } o H

' ji=1 j2sii= 1 _ -
Subject to-
ma2 2 ¥ Aljl]z_’lz_j]fﬁ Aljl zjll-l-l I

j::v]l =1 _
mys(2 T AiziHY T A g te2 ) o e
jtji=1 n ji=1 ’ . :

z‘ =Qorl, forj, =12, .. mandmomaposmve:merger
MabovcwommemswbemmmblemmmHowever.:fm*lsassumedtobe
ﬁudncanbereformulaledasao lquach'aucpmgnmme.

LoD 3 A - Al 12 2 5200, ¢

=t jrejial

zj ‘sarcOor 1.
nnsém@ammemuofmmudhethmmemgmpmaf
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HESTREN] =t
For each value of m+ starting from 2 1o m=* ¥ a different 0.—1 quadratic pregramme could he
formulated and solved 1t would be easy 10 check bach whether the acmat value of m*. in
different cases. satisied the constraints (2} and (3). The maximum objective function value
corresponding to the solution for which m* satisfies consiraints (2% and (3) would be the
optimal value of the non-linear programme (1) — (3). As such, this vulue would be the micry
lower bouid on the reach of the media plan in larget audience group i.

2.7 The Imple:nentation Model

The MRF and the salution proéedure outlined above were applied to develop «w media plan for
a frequently boug, -, low value, daily use convenience—packaged product in one of the four
zones of India. Th. mode! reguired some judgemental vata as well as some.hard data.

2.7.1 Data for the Zonal Plan S

The media plan was to be developed only fow the wesiern zone. The user decided that the
target audience groups for the product wese a1! adult res” ng in urban areas in :

a) Middle-middie income category I'
b) Upper-middle income éategor}i
¢) Upper income category

d) Gujarat State

e}  Madhva Pradesh State

) Maharashta Siate

2.7.2 The following data was then generated for the MRE model. The judgementat ata as
amved at through discussions with the user.

a) Publications to be considered : In all, 46 pullications w sidered 1o be
appropriate for advertising the product.

b Minimun and maximum number of insertid br each of the 46
publications. a minimum and a maximum nugber of INgertions were specified. The
minimum number of insertions was decided ¢ giesis of the judgement that if a
publication was included at all in the mgdia pia% it would have a number of readers who
did not read other publications; therg
number of OTS to get some responseNghe maximum number of insertions reflected the
judgement of the user that a k numb® of insertions would not lead 1o added
response.

¢} Minimuam reach : On the basiNAT past research on the usership of the product and
the expected sades in the period for which the media plan was being developed, reach
targets in the three income groups for the zone as 8 whele were specified. Minimum
reach was not specified in the three staies because it was assuraed that the reach in each
ingome caregory of a state would be proportional to the reach for the zone as a whole in
the categmy (see Table 2.1 (annexurs) for the reach specified by the user).

& Minimut: average O'FS: For the three income categories, it was thovght that an
average of 20 OTS per person would be roguired 1o evoke reasonable response from an
individuoal

ey Total OTS: The minimum total OTS dexired in 2 staie was specificd as proportional
i o the sales potential of the s1afe in the zone,

Po(lemg—e constituted the Judganental data required for the MRF model. In any
application of the model the user bas 10 provide these judgemenial data) -

f) Media audience and eost data : The sudience of gac'h of the 46 publications in
each of the six target audience groups was obtained from the NRS report. Common
audience of all combinations of two of the 46 peblications in the three income
calegaries {in which minimum reach was specified) was also required i the model, The
NRS repoit provided common audience dalu on the basis of everali media vehicie
audiences and not in each income casegory. To obtain the common audience between any -
two publications in each income rategory, the user agreed to make an assumption. The
assumplion was that the ratio of the comimon readership of ene publication with anether
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.. had about 40% lower cdét in companson wnh the plan developed by the user.

.Usmg the above data the MRF model was formulated and solved to obtain the minimum- -

by using the method of estimaving reach suggested here.

“These resuits showed that the media plan developed through the apphcanon of the inethod

to its readership would be the same in ail the incomg categoties in a zone. For example,
assurne that 10% of all the readers of the Times of India also read The Indian Expresg,
Then, in each of the income categories also, 10% of the readers ‘of The Times of Ind .
"were asstmed to read The '(ndlan Express. o

g The cost per insertion in each of the 46 pubincatucms was prawdcd by the uscr _ o
2.8 The Results '

cost media plan. A comparison of the desired reach and OTS values in each target audience

‘group and the values achieved by a media plan developed by the user and !hc plan devclop'd o

by applying 4 the heuristic method was fade. : . C

Results of dle comparison are presenled in Table 2.1 (annexure) It may bc noted that _ _
knowiedge about the reach and average OTS per person for the user’s plan could be had a 1_Ey '

Tahle 2.1 (Anne“re) Companson of Mﬂlm Phns for a Zone

Cha:rac!erlsucs L Desirert Media plan deve!oped _by.l_-ieuristic
' Minimum e :
_ Vaime User ‘Method
1. Pubhcatmns in the final p!an {Nos.) B a6 |
2. ol Cost (Rs) ©1,88,366 - 64.690
3. Minimum reach in income category (in lakhs) SR I
" a), Upper gss | - als2
v} Upper middle . e | -nzL?
) Middle “24.0 L 2306
& Total - 4570 | 43p0
4. Average frequency (DTS]'bet individual N
in income category (Nos.), - S o
@) Upper . iy a0 [ 21fe
_'b) Upper middle 0. : 24.4 . 210
o Middle o s | T e
5. Total OTS in state (i SR o s }
a) Maharashtra 467 . 9%81.00 813]73
b Gujarat _ st - 3ss00 33685 -
<). Madhya Pradesh - Do 212.00° 235070

2.9 The"-Evhiua't:i'on of the Mbde]
The MRF model pmv:des certain advamagcs to the media planner But it has its llmltatlons

29.1 Advantages
L&

b}

" advertising practitioners in India (i.e. reach and average OTS per person reached), As Te

Solution of the mathemaucal programme prov:des the user with an |mprovcd (I0wesl1 :
cost} media plan as compared with the rion-formal, manual method. The 1mproved ) '
results are mainly dué to 2 better method of estimating the minimum reach of a media
plan and a systcmanc search fcr lmpmved solunon l.hmugh hlgher speed devices
(computer). - ! : . .

The decision pa_rameters used ifi the model are the ones cumently being used by

methods of obtaining these parameters for a media plan were not well known so far §
the profession, the use of even these paramieters ‘was not explicit. The MRF medel .
forces a media planner to state explicitly the requirement of reach and average OTS
which will be consistent with the genera) marketing objectives. As such the use of this
model will, most pmbab]y, help the practltmners in sharpening their own judgement

'Ihe mode! in its current form is capable cf deahng w:th multlple target audience groyps.
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2.9.2 Limitations - . : - )

a}  Since the modei nses the NRS data, it is essentially meant for press media planning
only. However, this is a data specific limitation rather than the limitation of the model -
itself. If detailed data on audience of individual vehicles or different media is available,
the same modet can be used for developing a multimedia plan or a separate media plan
for radio and cinema. - o ' :

b)  The output parameters used in the model are only the reach and the average OTS and fot
- the response of the audience groups. However, as pointed out earlier, the lack of research
studies and unwillingness of practitioners to provide judgemental data makes the
formutation of a response model art impossible task for'the time-being, Tt is believed
that experience with this model will stitulate efforts in fusure for more resedrch on
advertising response functions. Response functiots will help in specifying the proper
reach and the OTS parametets for the MRF model.

'@ Itis possible to argue that the model required considerable judgemental data. However,
" in the absence of research work, it is necessary to use judgement. Also, it requires no
more judgement than what the practitioners are currently making and are familiar with,

@ The modet provides the total number of insertions in each publication and not their
timing. This definitely is a limitation of the medel. However, once again, if scheduling
of advertisements has to form a part of the model, the éffect of timing on target audience
would have to be known. As already pointed out, response functions are not available so
far in India. ' -

€) The model, as it exists, does not consider the casual readership of publications. Steps in
that direction are under way. Also, the sofution procedure is cnly a heuristic which does
not ensure the best results (niinimum cost). In a set of small sample prohi
results obtained through the heuristic method were within 1-2% of i
This, however, does not ensure the same tevel of accuracy for large

2.10 Imperatives .
As the model uses complicated mathematics and requires analysis &
facility with memory (like a computer) is necessary. For maki
operational, the development effort will involve writing ¢
the entire NRS data on a magnetic tape which can be used al
this effort is likely to cost to a user. Operating cos nning the model for developing a
media plan will include costs of punching of the inhg/da¥¥ running the programmes on the
cemputer, and interpreting the results. The tgjal cost Igleveloping a media plan, therefore,

will include the operating expenses (whic according to the type of computer and
the facilities that-a computer centre offers) ortization amount towards the
" development costs, ' .

Media Selection,
.- Mamsing and Scheduling




UNIT 19 MEASUREMENT OF
ADVERTISING
_EFFECTIVENESS

Objectives ‘
A careful stady of the unit wilt enable you to : ‘

e make a thorough examinasion of the concept of advenising effectiveness and its
measurement problems ' ' ‘
.. determine ohjectives of such evaluation for ensurizig better pay-offs

@ discuss the types and techniques of advertisement evaluation and ‘

¢ derive practical lessons for coping with the rzal- woﬂd difficulties in advertising
evaluation. ;

Structare ' : ‘

19.1 Introduction
19.2 Cnncept of Effectiveness and Measurement . . ‘
19.3  Types of Advertising Evaluation

194 Pre-testing Techniques of Advertising Evaluation

19.5 Fost-testing Techniques of Advertising

19.6  Advertisement Evaluatton — Some } Points
19.7 Summary ‘
19.8 Suggested Readi'lgs .
19.9 Self-assessment Quest .
Appﬂndlx —a on correlation between Advertising Expnnses and Sales

Revenue _ ‘

CTION

G be cvident 1o you, that promotional decisioris—especially; adveriising have
a moimentous impact on an enterprise and its standing in the market. Crorcs‘ of rupees are
spent in researching, designing and executing advertisement with the objective of creating a
favourable impact. However, evaluation of this impact is often tricky. Marketers face
ﬂnxms..s time to demystify the process of advertising evahuation. The endc:wour of this unit
is to contribute to this process of clarity. ‘

9. 2 FO\I( EPT OF EFFECTIVENESS AND‘
MEASUREMENT

T‘:e trials and tribufation of marketers begin as they set out 1o concepwaluz;L the two key
terms of advertisement measurement viz. effectiveness and measurement. Allibera! use of
such familiar torms as producnwty performance, ab!htv, efficiency and lmlact has further
confoumded the confusion, Redidin's (19703 deunpuon of effectiveness, however, comes very

- handy in this context. According to him, effectiveness “means domg things rightly,
producing creative solutions, optimising resource alocation and uiilization] and obtaining
results”.

The task of defining ‘measurement’ 100 is fraught with several issues. The fact that enultiple
approaches snd mndels {or measurement are available and that, many of them may run
conitary to sach other. is likely to impair further the process of sdvertivement evaluation.
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However, to cut through this maze, marketers should regard these differences as merely
“family squabbles within a scizntific community” and take a pasitive view that these
technigues only aim at broadening our measisiement perspective.

Why Measure at all 7 '

The advernising and rmarketing world appears divided on whether it should measure the
effectiveness of advertisernent. Since most advertisers demand proof that funds allocated for
advertising have paidl off, this measurement has 1o be conducted. However, a majority of
advertising agencies ure sceptical abeut the evatuation process. Fivsily, they feel thai there is
nio, and indeed thete can never be, precise concept of “effectiveness’ and its ‘evaliation”,
Secondl\e according to them, creativiry and valuation are perse incompatible. 1n spite of
these divergent views, the advertisement commumity feels on balance, that arguments for
evaluaion outweigh the ongs against it and thatevaluation can belp advertisers and agencies
both in achieving a better understanding of their customers. It is further feli that expensive
errors of judging advertising strategy can also be prevented and that adventisers can have
tangible measures of advertising measures effectiveness, besides sales resuits. Tabie 1
presents the nine measures catied PACT (Posidoning Advertising Copy Testing).

Tabde | @ Tie PAUT Principles of Advertising

An effective advertisement evaluation

1. Provides measurements which ase relevant io the ahijvetives of the adverising.

3

Reuires agraement showt how the resulls be psed in advance of 2ach specific test,

3. Provides multiple nizasurements, hecanse single messurgments are gemerally inadequate 1o assess the
perfarance of aa od.

4. iz based on @ made! of human response 10 communisals e rucv;mon of siimudes, 12 heasion of

ik

the stimulus, and the response 10 ke stmuhis,

L

Allo'.-.z. for cansiderstion of whether the advarismg sumulus showid be exposed n once.
6. Recognize: that the more firshed 4 piece of copy is, the morz snundiy evaluated and requires, as
a minfmum, thit allernalive axccutions be tesied in he sinne degme &
Provides contrals W avoid ihe tasing effecis of ihe exposure comext.
B, Tohes intw accoura basic conmderations of sanple (Ie!’lni.iicn.

9. Detponsirates selisbility and valdity empinicaly.

Activity 1
Identity one possible advantage and dis ape of sdvertisensent evaluation cach from
social, economic and 1echinicai perspec

Answer
8} The social advantage and disadvantage of advestising evaluation witkinclude ...,

by The economic advantage and disadvansape of adverising will include |

7 The tlechinical sdvantage and disadvantage of advertising evalvation will include ............

DAGMAR Approach

. As suggesied above, to get on wiih the task of evaluating advenising sevzral soluiions bave

been pieferred, They sim ar corcepluzlizating both ‘affectiveness’ and ‘measurement” of

© advenising. One such appraach is callod DAGMAR — Defining Advervising Goals for

- Measticd Advertising Resuits, It is feli that DAGMAR is the only legitimate way to

evaluute acwcmsmg

The DAGMAR approach was presented by Russel B, Coliey in 1961, As the title suggests,
it begins by seiting specific goals for a particular timaframe but putting them in writing.
These goals may pertain to sales, imuge, attitude and awareness. Later a compuarison is made
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Advertising ‘Planming and between performance on these counts and progected goals. Thus, if a company expected an
Executioa o increase of 15% in the annuat sales as a result of advertising, the advertisement would mean
to have achieved its purpose if the sales had recorded the projected rise. '

" DAGMAR has both its supporters and critics. According 1o its supporters, the approach
functions as a planning tool for executing controf and guides the creation of advertisement.
To the critics, setting up of clear objectives — a basic input to DAGMAR, may not be s0
easy and may also inhibit creativity. ' '

19.3 TYPES OF ADVERTISING EVALUATION

Marketers have a choice for conducting either pre-test evaluation or post-test evatuation or’
_ both together. The objective of pre-testing is to increase likelihood of preparing most’
effective advertising message. It can help detect and eliminate weaknesses or flaws that may
ultimately result in consumer indifference or negative audience response.

Post-testing evaliuation, on the other hand, penains to determining effectivensss of an
advertisement or campaign after it has run, It is normally mare expensive and time-
consuming. However, it is superior to pre-testing because the former uses real-life setling to
collect and analyse data in order to evaluate advertisement effectiveness. The findings
obtained from post-testing can provide useful guidelines for future advertisements.

. Figure 1 itlustrates ‘areas where research can be done for pre-testing as well as post-testing

advertisement effectiveness.
Figure 1: Areas of Evaiuation ia %aﬂd Po;t.lﬁing'
* Markets : @m . *Markets
* Motives S *Messages
© * Messages ' " Pretesting Posttesting * Mcdia
* Media - * Cver-all
. ' results
" Budgzﬁh@ .
* Scheduling .~

Tabie 2 provides a bird’s ejre—view_of various techaiques using two dimensions of
Advertising and Product related tests and the expesiment setting between laboratory and real
world measures : ' .

Tabl 2 : Classification of Advertislag Test

Advertising Rela’sd Test Product-Related Tm_(impu:l of |
{reception of or response to the msngempmdumswnucla,’ -
message ilsdf_ and its contents) liking- intention to buy of wse)

3

Cell — I- . Cell — I
Laboritory Measures (respondent ?re-luﬁas Precedures Pre-testing Procedures
. wware of esting and MCASUTETENt ) Consymer jury 1. Thester tests
. f ! 2. Pomfolio tests . 2. Triler test

3. Readability tests 3. Laboratory somcs
4. Physiological Measures ’
5. Eye Camera '
6. Tachisiascope . B
7. GSRPDR ’
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cet — R Effestivences
Real-world Measures (respondém Pre-testing Frocedures Pre-testing and Past
aware of testing and measurement ' _tesling Procedures
P rapcs&) 1. Dummy advertising vehicies 1. I':‘n:-pust e

2. Inquiry tests 2. Sales tests

3. On the air tests. 3. Mini-Market Tests

Post-testing Procedures
1. Recognition tests
. Recall tesis

. Association Measures

B R

. Combination Meassures

Activity 2

Complete the following seritences :
I will recommend pre-testing/post-testing or both (tick as appropriate) for evaluating :
a) advertisement for admission by a leading management institute because .

b) advertisement for announcing the cnlrj of a superior brand of photocopier iyindia
DECAUSE Luvrerrviveearermescoreeranesaessssesreneses SDTRTUTUTURURRUOI NPT, SRR

19.4 PRE-TESTING TECHNIQUES '
ADVERTISING EVALUA N

Pre-testing advertisement-cftectiveness has begagoth applauded in-marketing world for its
early-waming signals and assailed for its unfg ing environment. Having said that, it
must be recognised that pre-testing may beco fhspensable in many decision situations
— especially refating to new product introduction or to a complete overhauling of media
strategy. This section focuses on the pre-testing techniques for evaluating both pridit ads and
broadcast ads. Additional techniques too have been mentioned.

Pre-testing Prints Ads

There are numerous popular techniques used by researchers o pre-iest prine ads. Table 3
summarises them :

Table 3 : Techniques for Pre-testing Print Ads

Order of Merit Test

Paired Compariscn

Pontolio Test

Muck Mapazine Tests

Drirect Quesﬁoning

Perceptual Meaning Stodies {PMS)

Focus Group

: 7

The first technique i.e. order of merit test seeks to obtain a ranking given by the
potential prospects to the test-advertisement. The test hopes to have a consensus ultimately,
sbout the best ad even though the advenisement with the highest ranking may turn out i be
the best among the worst ones, The second technique i.e. the paired comparison aucnipts
a one 1o one comparison between the test ads, The technique is easier to ure than the order of
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Execulion

" Activity 3 . !

_advestisements, The potential consumers and audience is divided i1 TWo groups caited

experimental groups and control groups. Whilc the experimensal group is shown zt}e large
portfolio containing test advertisements with regular ones, the comtrol group evaluzses the ad
portichio without the test ads. Later a recall test is conducted 10 determine reactiond 1o the
test ads. Mock Magazine is a variation of portfolio mathod and uses 4 real magazine
instead of ponfolio created for testing. The method, also dubbed 2s 1o-in method, introduces
test ads in 2 magazine 10 an experimental group fo read. The magazine is lika any normai;
one. The comtrol group will read the same magazine but untempered by the imrodubtion of
test ads. Later a reeall test would he corvuctad 10 determine effectiveness of test acs. The
technigue of Divect Questioning, on i other hand, seeks fubler annwers to sugh
guestions as to what do test advertisemenis tay 7 What could be the purpose of adventising
etc. 7 1 seeks meaningful reactions to test ads. The Perceptuat Ieaning Studies
(PMS) uses lime-expasures 10 test the ads, It may use etectranic tachistoscope presentation
instrument. The respondents see the test ad for a predetermined tinee, Laser, they ard
questioned on the recall of product, brand ilfustration copy and the main #d copy. This
exercise may be repeated scveral times over 1o gain further reaction/response. Focus group is,
by now & very familiar technigue, and quite useful in the present context as well,

: |
Select the most appropriate technique for t2sting a recruitment-ad by a large drog
manufacturer in India. The ad is for altracting women i its sales force. Explain why you
have chasen the technigue 7

Answer: [ will recommend |

(name of the technigue) because

Pre-testing Broadeast Ads : Besides §

. |
noted above, & number of other methads
are used 1 pre-test radio and lelegision corfimicre

ials. Table 4 dispiuys these wchniq?ws.

Table 4 : Pr ing techniques for Broadcast Ads |

@  fn-home Projectio G ' I
@ Trailer T

& Thewer -
& Live Toloeay |

The In-heme projection test — ofien called the *Black-Box™ method, uses a stall

- movie projector (16 MM) to run test corpmercials at respondents’ home. The respordents are “

questioned before and after the eaposure, on ad-related questions to measure change qaused by
the exposure; It, thus, provides an early evatuation of strengihs and weaknssses of ihe ad.
The Trailer tests aré conducted at a natural shopping environment ke measure actudl
consumer behaviour. The tests may be set up insids & shapping centre, its patking lo, rear
portions of the shepping complexes, etc. The potential customers are invited to the|disp§ay
and interviewing. The invisation also prornises discount coupons fur purchasing displayed
brands. Another group of buyers may be given the same discouni couppns but without
having been shown the test ads. The difference in redemption rate of coupons betwekn these
two groups, will measure effectiveness of test ads. Cowpared to in-heme methed, 1 his
meihod is less expensive and less selective 100. The thewdre est is the mast popudar
method for evaluating sest ads. The test offers captive zudience collected for sntenathmess.
Here, respondents selected on a random basis, may be sem @ questionnaire to t'ili-up', Later,
they are sent froe tickets to the programme whiere {est ads are ren. Once they have vi wed,
another se1 of questions could be mailed to find their assessment of the product, brand and ad
theme. Finally, the Live teiecast fests are done under normal viewing conditions ia p1der o
reduce inaceuracies noticed in artificial iesting envivonment. Also krown as on-aiy dr in-ihe .
miarket test, these may inclede broadcasting text ads un closed circuit and cable TV or even
on regolar channeds by substituting regular ads with the test ads. Thereafter, through

wilephone or personal interviews, reactions of the potenti. t customers can be measuded for
the test ads. . |

. |
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 Activity 4 .

A targe multi-product company is entering capital market for the first time for an equity
issue worth Rs. 350 crores. It has designed tzlevision ads to promote the share issue.
Recommend the most appropriate pre-tesling technique for measuring the two test ads that it
has prepared. Also explain why? '

Answer: | will recommend .. et eearrantree ey {name of the
techmGUE] BECAUSE ....oovivariiiniirien st pn s PR TOOT U TP

Additional Pre-testing Technigues :
Table 5 lists additional pre-testing techniques available at the discretion of marketers.

Table 3 : Additional Pre-_teﬁing fechniques

‘Sales Experyments
Direct Mail Tesis
Physiofogical Testing

Psychological Testing

Sales experimend, its a pre-testing technique that involves running of one or more ads on
a small scate as a preiude to the national campaign. Under the method. two or ntore
comparable marketing areas are selected for running the test ads for a prescribed period
usuaily one to four months. The test requires a careful and precise p_lanning and
implementation to produce valid results. It, thus, could be quite expensive.
relevant for an advertising that aims to motivale immediate sales response.
advisable in 1esting the ads for frequentiy purchased products. However.
that competitors do act copy the ads. . ;

Direct Mail Test are normally conducted by mait order markdy

selected on a random basis from the mailing list. These cts are then sent the different.
test ads usually printed on the mailing card. The orders re gainst each test ad, ofien
accompanied by a discount or free sample offer, wilhdeiemijne the effectiveness of
advertisement.

Physiological Testing aims to meas ons¢ions responses to test ads. The concern
is intere:acd in what the subject does as se to the advertisement rather what he says

about it. The mos! common methods of phy¥iological testing use sophisticated equipments
to record the subjects’ physical responses. These include pupilometric devices, eye
movement cameras, galvanometers and tachistoscopes. Recently some use has even been
made of electroencephaiographs. Table 6 illusirates these briefly:

Table 6 : Physiological Pre-testing Techniques . .

&  Pupilometric Devices : This method was developed by Eckhard Hess and James Potk and is used to
evaluate interesting or appealing visual sumuli. [t assumes that pupils dilate when the subjecis are
exposed 10 these stimuli for a period of 30 seconds. Subjects left eye is .phomgraphed with an ¢ye camers
10 record pupils dilation at the exp of { and test stimuli. The hange ir pupils

dilation indicates test ad effectiveness.

#»  Eye Movement Camers : Regarded as more accurate in evaluation, it seeks to track * e subjects eye
movement over the layout of the test ads. The route that the subject’s eye travels is super-mposed aver
the advertisement (¢ show the path taken and the areas of interest and attention of ihe subject.

L H 1 This methed changes in body

f as the subject Jaoks at the

_ tddvertizement; by Sinking zinc electrodes to the subject palm and a forearm. A 25 multiampere cument is
then passed through the subjeqt in at the palm and out at the elbow. When the subject rescts 10 the
sdvertisement, his ot her sweat ghand activity increases, electric resistance decreases and the current .
passes theough faster. These changes are reconded on a revolving drum apparatus. The method is based én
the assumption that greater the tension created by the adventisenient, move effective the ad is Tt Tias most
relevance 1o atrong feeling advertiscments. '
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& Tachistoscope : The method evaluates the physical perception of the subject under varying
conditions of speed, exposure and ilumination. It coatrels the b P to an advertising
message with a view to find how Jong it takes respondent’s 10 reach e intended point of headline, body
text and iliusiration. '

The description so far of pre-testing advertising devices demonsirates clearly that there is no
one superior metiiod among the array of available ones. Each method has its.o:; weaknesses
and strengths and scope and limitations. The artificial environment is perhaps the mosi
common fimitation of alt pre-testing methods. On the other hand the subjects themselives
may not truely represent the acisal baying behaviour. Further more the respondents tend to -
assume theif status as that of an exp:7t, Finally, the halo-zffect may also reduce the accuracy
of their ad measurement. ‘ e

Activity § _

A social organisation aiming to improve femaie literacy in rural areas, is planni{ng a
newspaper advertisement. Advise the organisation whether it should pre-test the message and
if yes, how 7

Answer
a) I will/will not recommend pre-testing because .‘
by (if the answer o (_a) is positive) I recommend the .o { ...............

{name of the technique) for pre-testing the intagded advertisement.

ADVERTISING

19.5 POST-TESTING 6]:[1\ QUES OF
. 3

Post-testing techniques of eval vertisements aim te determine what awareness or
attitude changes have achieed and what impact the advertising has had onlsales results,

Following arc the m rics of Post-testing techniques. ‘

Major Post ting Wechniques )

o Alded gnition/Readership)

e Unaided R : :

o Adtitude Tests ‘
e Enquiry Tests _ o
@  Sales Tests ‘

Aided Recall (Recognition/Readership/Viewership) ! Aided recall tests have a 65
year old history dating back to 1923. It was Daniel Starch who detailed them in his bogk
entitled Principles of Advertising (Chicago : A.W. Shaw 1923). Since then, the tests aie the
common routes towards determining ad effectiveness. | '

I the method, inferviewers contact the target andience/buyers with the prints ads or the TV
tommercials on a tape, and question them about their secognition. readership and viewarship.
Those interviewers may hail from the ad-agency concemned or to an independent markeling
research organization. The tests provide answers to the questions on current ads and
comparative readability with the past ads etc., either on the same brand, or praduct category
o for the advertisers.

Unsgided Recall : The unaided recall test aims (o measure penetration of an advertisement.
They ar: regarded as more demanding than the aided recall. They make views s necall
what advertisement they had seen and what they remembered.

Several routes of unaided recall are in vogue in advertising workd. For instance, it could be 2
Day-After-Recall (DAR) where the readers and viewers are questioned about |the
advertisemens a day after it has been aired or published. Another route is Total Prime

Time (TPT) whete viewers are researched for the amount of television-viewing time. The
third rowre is the Triple Associétes Test {TAT) where depth of the mess is measured-
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by giving the respondent two assaciative clues about the advertisement. Later, they are asked
to supply the third associative clue. Thus, the advertisers of Air Endia wishing to test their -
new campaign, may interview its fliers like this : Nane the public sector flying company in
India which says (2) We are changing and (b} We have converted our losses into our profit, If
the third association is Air India, the ad will be considered effective.

Attitude Test; These tests measure the change in atiitude of potential buyer towards a
company, its products, or brands as a result of its advertising. Tt 15 assumed that purchases
are often preceded by a favourable attitude. The tests can be done in canjunction with
recall/recognition tests and may use direct questioning or some indirect siory build-up.

Enquiry Tesis : Of late, many advertisernents pariicularly those of consumer durables,
electromic products, and business to business products, carry a reply coupon offering a free
demonstration or more details. The number of enquiries received as a result will'indicate
effectiveniess of the advertisements. 1t would enable the advertiser to develop the cost of
enquiry and help design its sales force decisions.

Sales Tests : Given below are six routes that can be followed by a company te determine
the incremental sales generated in response to an advertisernent. it is done by recording pre
and post advertisement sales levels: i

The Six Rowies of Sales Tests

Measures of Past Sales

Centrolled Experiment (field studies)
Matched Consumer Samples

Mail Order Selling

Consumer Purchase Tests

Sales lnve‘mor'y Audit

Past Sales Tesi is the most common route where sales figures are
market, product and brand before and after agvertivemnen. e dif¥fgrence is attributable to
advertiserent impact, The Controlled experinients see hnge usually any of the
marketing mix elements like product pricing, adverjging, met¥ used and the message in a
market called experimental market, 1t is compared sales figures of another market,
matchiable in other respects. The difference inghe sale§figures is attributed to the presence or
absence of element under experiment. In ghed consumer samples, the above
pracedure of testing is repeated with the difiBgnce That it is conducted amaong consumers
instead of bwo markets. Mafl ordergeljing is Yelevant to direci marketers who attach
buying offer coupons in their ads er purchase tests are conducted by
mubiproduci companies like Hindust er by Independent or client sponsored research
osganizations. They run consminer pancls. The Inventory andit is teseing the dealers stock
before and afier the advertiscment. Obvicusly, the inventory audit test s more benefizial to
consumer product manufactrers., :

Some observations on Post-testing Techniques

A close examimation < post-testing techniques for measuring advertisemeri effectiveness
teveals apain a varying specinum of meris and demerits of each testing techinugues, Fer
instance, recallfwcognition st do nat,measure advertising effect on buying behaviour. They
remain confined to Hie task of measuring readability and/or attraction. It is possibie that a
grealer wumber of consusaers may buy a product after it has been advertised, though wot
necessarily becauss of advertising. ' B

In surm, ad measttement techniques whether pre-test or posi-lest, serve as a coupterforca
against any snap and subjective evaluation of an ad. And it is very desirable also in the
averali interesi of consumers. marketers and adventising world.

Agiivity &
Wik down twa major berefits of pest-testing approach over pre-testing approach for

evaiuating an ad for 2 company cngaged in courer business. The 4d seeks to inform its users -

why courizi service is superior 10 FAX services,
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19. 6 ADVERTISEMENT EVALUATION — SOME : ,

L O i

7. - Insist oo your ad-agency 1o go in the field for first hand knowledge about the buyers and markets.

FINAL POINTS = - o

Table 7 summarises thc seven things to'rememtier in relation to advertisement evajuation.
Tabe 7 { Ad Evaluaiion ~— Some pnmts te remember

: Remember advertising costs. Stand cautioned against any proposal on nnn-lnqease adveni--ing budget.
Keep your adveriising agency on its toes and demand superior results. .
Give ample tme 0 your agency for discussing, revicwing and appruvi-ng test ads,
Treat your agency like one of your family if you desire commitment. )
Lock at your advenising through the cy;:s of a prospect - not the eyes of a fond and protective parenl.

Don't et anybody tei 'you that advertising is a mysierious force that only a few insiders undersiand.
'Good advertising always makes sense. ’ :

19.7-5UMMARY-: - \)

_respect. A variety of t

198 SUGGE_STED READINGS

RH. Colley : Defining Advertising Goals for Measured Advemsmg Resuits, NY,

The unit attempts 10 answer the perennid fion about advertising i.e.. can adve+ising o
effectiveness be evaluated ? In the pursuiNgLj answer. the unit describes both
conceptualisation and measurem ficulties of the torm effectiveness. As the te

often be highly subjective and c:% t is proposed that effectiveness-of advca'n‘qmg
should be linked to its obje®tyes. Thus. DAGMAR approach comes very handy irl this
mpre-testing and post-testing are mentioned. Pre-lesring
techniques whether for evaljating print ads or broadcast ads. render an early waming system

10 marketers. @ arion, of these techniques is their simulared or laboratory T
environment whibig€onfiderably reduces the credibility. Post-testing techniques, on the other
hand, measure the {bution made by advertisement in the form of incremental sples, more .
favourable attitude, stuck held by the dealers etc. Fmally. the unit lists some pmmitI to

~ remember in the context of advertisement.

W.J. Reddin : Mamgerl"al Effectiveness, McGraw Hill, 1970, p.6.

Association of National Advertiser, 1961.
W.H. Bolen (1981) : Advertising 1. Wiley and Sons.
W.M. Weilbacker (1984) : Advertising McMillan Publishing.

19.9 SELF—ASSESSMENT QUESTIONS

Iy Examine pros and cons of evaluating advertiserments. What major difficulties |+ay arise
- in the task of measurement ?,

DI DAGMAR an effective solution to the problems faced in advemsmglevaluathon ? l’l'l
what ways will the DAGMAR itself become a source of dlfficulms o |

7y S ‘
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ult 1y plways better to pre-test an ad than W post-test it." Do you agree 7 Describe two Meacsurement of
¥ F po you ag o
) vertising

major pre-testing technigues.
' ' Effectiveness

Why should iwstitutional adveriisers have less use for market tests of advertising than do
the packaged good advertisers 7 Nlnsirate YOUr ANSWeTs with relevant Indian examples.

Select five advertisements by various munufaciurers of a specific product category (e.8.
detergent soap, or twa-wheelers). Interview five persons in your neighbourhood before
and after showing them the selected ads. Report on the differences you found and the
methodology you had selected. '

Develop a print ad of any produst you like most. Question about five targel-consumers
of the product on whose you have made the ad, Use iwo pre-testing tochniques for the
purpose. Repon the differences you found in the opinion of testad. Also describe the
research methodology used in the execution of the project.
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- and Hindustan Lever, has

Appendix

A Nole on Correlation hetween Advertlsing Exmm and Sales Re\renue :
hy the Economic “Timies Research Burean

Thesalesuwomegmratedbycompamesmanufacumngconsmmrgnods appearto be

sales promotion. L,
Such an exercise for Brooke Bond, Colga(e-Pahnoﬁve. Food Specialities, Hindustan
shown that the correlation co-efficient has been as high as 0.
Colgate-Palmolive, Hindustan Cocoa and Hmdustan Lever, while it has been 0 .96 for F
 Specialities and Brooke Bond.

Advestisement for sales promotion has hwn increasingly looked upon by compani

impartant factor front the point of view of profits and s es. Expendinire on advemsemﬂ
and related promotional activities is often construed as a seiling cost by the companies. put
it becorstes a production cost forming part of the cost of manufacturing and distribution for 2
new or supposediy betier product. The selling cost is the cost incurred generally in
‘maintaining or enlarging the market for products which are already in the market su'eaml

An exercise to find ot whether a liner relatmn exists between the level of advertiseme
expenditure and the sales income — keeping all other variabies as constant, has shown that.
among the five companies, namely, Brooke Bond, Colgate-Palmolive, Food: Specla.lme
Hindustan Cocoa and Hindustan Lever, the advertisement-push-effect on sales income is
larger for Brocke Bond and Hindustan Cocoadmnfor thmeoompames. _

A liner relation such as S=(a) + () multiptied A
_ parameter representing the effect of all variables odm
parameter representing the marginal impact
-and A representing the advertising expendi
the parameter (b} has been high at 179forB
Hindustan Lever, 17 for Colgate-Pal

Q}Q*

zzmemdustanCocon.zlfor
andllforFoodSpecxahnu
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