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UNlT_l THE PRODUCT MANAGEMENT-
| PROCESS |

Ghjetilves
After going through lhlS anit’ you shuuld be able m

Discuss the nature and scope of product managemeni
Describe what is meant by a product portiolio :
- Explain the process of developing an opnmum product mix asing lhe producl
portfolio appreach
¢ Differentiate between types of product mznagement systems
* Develop a suitable product management system for an arganisation

Structure
[.1 Introduction
1.2 The Product Management Function’
1.3 Product Management Decisions
1.4 What is a Preduct Portfolio?
15 Overall Strategy to Balance the Product Purtfoilo
1.6 Drawbacks of the Product Portfolic Approach
i.7  Product Manager's Management ‘iystem - ‘scope
1.8 Responsibility and Auth{mty -
1.9  The need for a Producl Managemem ‘G)stem
1.10 Summary )
LIl Self-assessment Test
1.12 Further Readings

1.1 INTRODUCTION

-

Product forms the most tangible cxpression of the offering of & business endeavour,
Products also represent tiw means through which the orpanisation seeks to. satisfy
consunter needs and wants and generale consumer satisfaction. Producl'po]icy and
strafegy therefore become Kev dctumm.mls of sugcessful markctmg, stradegy.

Product mapigemaeii dumum cucompass il decision incidental to :.rcatm_g.
nmmt.umm: and preseoting the eptimam bundle of need satisfiers that the
organisation is capable ot offering. This unit discusses. the scope of the j}mduu
management tunction and dw.rihu-. thc ways i uhu.h dn h.rcm ploducl nmm;,emcnl
sVslems are organised.

LzTHEPﬁﬂauvrM§NA§EMENTFUNcn0N

Product manabemml C!anI‘Jli‘\M\Ls @ variety of functions, An (1rb.1ﬂ|°«l!l0ﬂb bread
and buiter comes-frim the sules of ity products. The organisation may have several

- products in various sizes packs, calours, shiapes ete. The success of the organisation
will largely depend on having winners in this prnd uct range.

Pianning the product mix is the basic lunctions ol product managemwl This will
involve serting of criterfu for introducing a produet continuing a product and

_d.oppmg a produet. Ideally, from the point of view of the economic health of an-
arganisation, it should promote products that vield the highest rate of return on
investment. But this mav nat be the anly cunsideration. A campany may decide 10
producy seme low-profit or no profit produets in the public interest, At times. the

sales of & product with low returns on isvestment niey be promoted as it may heip

o promote the sales of viher high profit carning ]'IIOLIIIU': 10 complete a full product
range. The functicn of product mix decisions o aeitieve overall sales perfomdncc can
be illustrate d as under: - : o . . g
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Besides planning the existing preduct mux, the product mansgsioent function
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Achieving the desired product mix for the organisation i not enou

in the mix need to be positioned appropriately. Product positioning
important aspect of product management. The product miust have

which distinguishes it from competing brands. The unigueness ol t!
deserved from the product néeds to be stressed. To know wore ab
perceptions regarding the product are studied, The success of prody
essentially depends upon the positioning of the products,

Last but noi the least, the product manager aust always Be i sear
pastures -~ introduction of new product in the prosent range may
diversification in totally different and untricd areas may be needed

management decisions would thus involw produdt diversification g

From the above reading it follows that the scope of product rainig
wide. You may wonder how can the product manager huandic so my

Actually depending on the size of the company and the number of
theres may be more than onz product manager handling one or mao
product. '
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Produst Managemend = ‘Exhiisit-1 The Produef Managers ‘The Product Mensger

Bisle Comezpts: - . significdnt management 15K
Wunagement Task I Has sole Plays a : Plays a ]
Co " jresponsibility major role ’ miner rale.
for seeing in seeing - . in sceing
tirat the task taat the task - that 1the task
is completed - - is completed is| corspleted '

Establishing marketing
objectives for your
product :

Plarning the marketing
-activities to achieve
product oiijcetives

Determining expense
budger, totaily and Tor
each-marketing activity

Scheduling the ‘marketing
activities . : '

Establishing measurements
and contro! review
proceduires

Communicating plan io
assure understanding
by those wha il implement

Monitoring Progress &
eflectiveness ol performanes
according to standards

Specifying corrective
action when plan &
performance are a1 vutiance

=
7
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Exhibit1]  The Product Manager's .. Froduet Manager's role in deciion making
significant marketing decisions T ' ) e o
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Post mortem phin reviluation . :
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Source: Harward Business Review Yol 533, Jan-February, (975
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The product management decisions, as you must have gathered from ihe pfcvious, The Product Management Process
section include; : . S

1} Product Mix Decisions ]

The produet mix concept refers to the total products offered by an organisation -
while 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, '
chanunel used or technolegy employed. In order to decide upon the product mix
the product manager also has take decision regarding width, length, depth and
consistency of the product line. Deciding upon the optimality of product mix-
requires in depth analysis of the profitability, marketability, market share, long
term prospects of the praduct, among other things. Several approaches, including
the product portfolio approach have been developed to decide upon optimum
product mix. These have been dis¢ussed in thc next section. :

2} Product Modification/Madernisation Decision

Modification and or modernisation of the existing product line is another key
concern of the product managers. In some casts the product line length may be
adeguate but some of the products may have lost competitive edge because of
technological or fashion or feative obsolescence. Which in turn-would be reflected in
the overall produet returns. The product line ‘wauld then need to be modernised or
substantiaily modilicd. One important issue is, whether to overhau! the complete ling
all at once or go product by product. The latter approsch provides for guaging of
consumer and dealer resctions hefore the entire modernisation programme is put
into operation. The disadvantage on the other hand is competitor reaction who may
retailinte by copying the modification or comming out with better {eative
improvements.

k3] Product Line Pruning/Product Elimination Iecision ]

In many organisation weak products are allowed to be continued in the product line
simply because of emotional or sendimentalreasons, Fhese products become drains
on managerial line and other resources., A number of costs hidden in the continuance
of these produets are never fully estimated. These costs may include costs associated
with varying inventory levels, [requent price reductions. uncconomic production
runs and the opportunity cost of the investing in new products because of resources
heing tied yp in the retention of weak prod ucts. Praduct line pruning or praduct
climination decisions therefore have to be taken ta prevent unproductive use ol
resoueLs. - :

New Product Decision/Diversification Decisions .

One ol the most commuen product paliey problems relates to the addition of new
products 1o the existing product line. A rationale Tor the diversification introduction
of new products mayv emerge out of markeling needs, C()Il'l]‘)il.lll_\"s resources and - '
competences, marketing, production or linancisl considerations, and the contribution .
that the new product can make {o the corporate objective. Even though the '
development of new products is a decision frought with very high risks, coitinuons
innovations are the most relisble key to sustained growth. The addition of new
products to the firms product line can be done cither by internal develapment or
external acquisition. Block 2 of this course is devoted to the managenent ol new
producis. S . -

Branding and Packaging Decision - :

Branding is one-of the ways ol imparting product distinctiveness and helping the
product to attain a specilic identity in the consumer's mind. It increases.consumer
awareness. nnproves chances of repeat purchases, facilitates the inculention of o
product mmage and helps adoption of new preducts. The issues in 1 candl g are
whether to use o family brand or individual brands manulacturers brands or
‘distributors brands or separate family names for the dilferent praduct lines in case of
a highty diversilicd firm: Emportant marketing and cost consideration dictate the
choiee ul the ahave alternatives as vou will study inounit of this course.

Packaging. defined as the activity of designing and producing the container or the
wrapper far a product. can play a minor ot 8 major role in product policy depending
upon the praduct nature and market requirements, kn recent Limes packaging has’
hecome an effective markeling tool. Developing an effective package for produet -
requires 4 number of steps like deciding upon the packaging concept, developing the

/




Pmduﬂ"Mampement —

Basic {oncepts

package designs and package testing. These steps and ihe considerations’ mvalved in
packaging are discussed in detail in unit 7 of this mnrse

Having had an overview of the products management function we shall now examine
each of its sub function in greater detail. Let us first s.,udy the product mix d cision,

Product Mix Decisions

First of all, let us make it ciear that product mix decisions are of greater importance
to diversified companies and the theory presented here is more relevany to such
companies, The approach suggested for product mix decisions’is the produet
portfolio approach which we will s2udy tn detail.

1.4 WHAT IS A PRODUCT PORTFOLIO?

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

a measure of market share dominance, When the shave and growth rate of each of
thie products seld by the firm are jointly considered. a new basis for sirhtegy
evaluation emerges. While there are many possible combinations, an arbitrary
classification of products, into four share growth stmlq,lu (ay shown ip the figurc)is
sufficient 1o illustrate the strategy implications.

Exhibit 111
The cash _umdmnt approach to deseribe to p:nduu portiolio.

 Research & - . Star Problgm ghi]d
Development
Migh Cash generated ++ Cath generated +
® Cash vse ; Cash use -~
Net.. = “Ca | Net ===
Cash Cow [( Dog
Markat

Growth Raie Lash generated .&++I/ Cash g_enérata'd +

{annua; rate Low | Cash use - Cash use -
in constant dollafs . ) Net
relative to GNP growth) Met U, " '
High 1.0x Low
 Market Share

Low (.rowth/[)ummam ‘:hare {Cash Cows)

These profitabie pmducts wsually generate more cash than is requxred A.o maintain
share. All strategics should be directed toward maintaing market domipance—
inéluding investments in technological leadership. Pricing decisions must be reviewed
10 maintain price leadership, Excess cash would be used to support regearch activities
and growth arca produets eisewhere in the compary,

High Growth/Dominant Share (Stars) :
Products that are market leaders, but also growing fast, will have substantial
reported prefits but need a lot of cash to enhance the rate of growth. The
appropriate strategies are designed; primarily 1o protect the existing share level

by/ re-investing earnings in the form of price reductions. product improvement wider
market.coverge eic. The market share should be further increased by gﬁ!tmg new
USers o suggesiing nower apphcannns for the product.

Low Growth/Subordinats Share iDogs)
‘Such af ine products who are not market leaders and are in a mature jnarket. fall
into this category. They have few opportunities to grow at a reasonabie cost. The
compsatiions are all fighting for small market shares in a crawded market. The

stra*egy ‘n this zase would be: '

1} Focus on a specialised segments whlch can b:: domma‘ied (2. promise/ ‘-"lcw
Vajradant ieothpaste in the crowded and mature tcc&lhpasu market ha\c
secursd o place {pr thesmselves by ;aier'ng 10 2 specialized segment an d
dominating it}.




ity Harvesting which is a conscious outback of all support cosis to spme minimum . The Producs Management Process
teve! which wiil minimize the cash’ flow over a foresesable liftetime. x C

iii) Abandonment or deletion from the product line.

High Growth/Subordinate Share (Problem Childrem) _

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

{5 OVERALL STRATEGY TO BALANCE
THE PRODUCT PORTFOLIO

" The tong run health of the firm depends of haviiz some products that generate cash,’
and others that use cash to support growth. Particular altention must be paid to
these products with large cash appetites. The share; growth matrix in Exhibit shows
how one company might follow the strategic implications of the product portfolio
approach 1o achieve a better balance af sources and uses of cash. Matrix suggests the
following: '

1} Aggressively support the newly introduced product A. to ensure dominance.
2y Continue present strategics of products B & C to ensure maintenance of market

share.
4} Gain share of market for preducts by investing in acyuisitions.
4) Narrow down the range of models of product and te {ocus on one segment.
5y Divest products F & G.

Exhibit IV
Balancing the product portfolio

Diameter of Circle is proportional to products contribution to Total Sales Yolume

New product
- imroduction

Problem child

Marker gmwﬁ rawe
{in constant dollars,

relative to GNP growih}
Present position O Diveatment

¥tigh

e
Forecayt position of product

@—w Divestownt

W 1% 0L~

Market Shure Dominance
(Share relative to largest comgetitor

1.6 DRAWBACKS OF THE PRODUCT
PORTFOLIO APPROACH

There may be'a number of factors bevond share and market growth with a much
reater bearing on the attractivencss of a product market or business including:
The contribution rate ' '
Bacriers to entry
Cyclicality of sales
The rate of capacity utilization

S
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Product Mansgﬁment -

Basic Concepts

¢ Sensitivity of salés to change in prices, promotmna] actlvmes ‘servide levels etc.
s The extent of ‘captive’ business g

-« The nature of technology (maturity, volatility and complexity)
_® Availability of production and process opportunities

- .SocilaL legal, gbvernmenta] and union preserves and opporlunities.'

These lactors being particular to an organisation their ranking cannot be generalised.
However, the product- po:tfoho approach does provide a guide to stratEg:c thinking
although complications stem from unicertaintics in the definitions of pr})duct
markets, the extent and timing of competitive actions. market growth rate, and
dommam subordinate marku share.

Let us now consider the pracucai application. of the product portfolio pproach
Considef a mulu -product company as described in the AC![VH} 2,

-An-Example: Lase Study on Hmdustan Lever Ltd. (HLL)

As you would be aware that HI. Lisa mu[u-produc{ company having a diversified
produet portfolic. Its product range includes raw products like chenricals,
agriproducts to branded personal products to exports. The turnover figures {or the

three broad product categorics are given as under:
‘ _ (Rs. takhs) )

- Produst Categories o 1988 1987 -
Proc;s’se_d_"T_'i"jfgi_\‘ccridc_:s. soaps and i)'c'iérgm;ts' . ’ . 4iB8.68 5R9.12
C hcr'nic:u:-lg' and Agripmduc_ts_. o S 20,45 o K452
Exports. Personal Products eic. . et : 1201

e w4541 79537

Expuﬂs )
Exports achieved a specmculdr turn-over of Rs. 104 crores durinig 1988, This is.a

new high Jor the company and is indeed one of the highest in the private vector.
Durmg 1933 the company received the prestigious National Export Award. The .

" eompany’s exports of consumer products to Japan which commenced ir 1987 have

grown further, adding strength to their export portfolio, Hindustan Lever exparts
are now-large with diversity in products and markets and provide a stable base for

future growth. Shees and shoc uppers have been added (o the prodiict range and a

new facility has been set up at Pondicherry to manufacture lhe'sc'pmdy ets. ‘The
company achieved significant growth in éxport of branded Basmat Rice under the
trade mark ‘lndus Valley'. The growth of fair and lovely cream continugd and

~ market paosition in edible fats under the brand name ‘Dalda’ was strengthened in gulf

markets, through o trademurk licence agreement with a local processor in order Lo
overcome tarifl barriers. As of today. the company has nine faciorics across the
country dedicated for ‘export manufacture, .

Select details on some product groups of HLL
A) Suaps and Detergentr The key event of |988 was the suecessful nanltmal
extension of the low cost detergents powder and bar under the brand name
*WHEFL". This was dene in response Lo the pmg,rc»-.wcly increasing demand for
these types of producl‘. in the market place. Bath the products have rapidly gained
market shares from major players in theé segment. The companies preminm products
Surf and Rin are gaining the premium end of the market. -

The company's major soup brand Lux. Rexona. Lirit and k. 1ft.bu0y maintained
market strength and improved, substantially fotlowing the good monsoon. In addition
and as a consequence of a major technology break through and qlmk adaptation of
innovations, the company successfully launched two toitet seaps, ‘Breeze and
“Lifebuoy Perssnal’ in order to capture market share in the medium price tange. The
other notable success was the launch of ‘Internationa] Lux® which quickly gained
market leadership in the test market .md i expected to lead L,mwlh n market share
amongst premivm brands. '

" B) Chemicals; Chemicals are emerging as a major growth and profit contributor in

the procluct portiolio. The "Paras” DAP fertilizer recorded an excellcnt g#owth during
the current financiat vear.

) Personal Producis: [hese uumluj HMPresang bmmh in volume and|profits as a
result of a number of steps tihon e modernise hoth product and packaging. The
- . . : : .




relaunch of ‘Cllmc Plus’ shampoo was very successful and the mmal mdlcatlons of' ‘.~ The Product Management Process.
the new ‘Closc Up test market are excecdmgly encouragmg

D) Agribusiness; A demand recession in the hyhnd seeds business was experienced
as a result of droughl conditions.’ However thq plant growlh Nutrlenl performed
satisfactarily.

New Produet Groups:

Besides expanding on the emslmg facnlltles for the manufacture of synthenc
detergents, toilet soaps, processing of oils, the company has completed preparation
to sct up a new facility of manufacture functionalised polymers at Pondicherry,
Functionalised Biopolymers are products of rmodern chemical technoiogy. Another.
.project for the manufacture of cracking catalyst fot use in petroleum refineries is
being set up at Haldia. The company has also applicd for permission to set up a
Tissue culture facility at Hyderabad, a third garmcnt unit in Madras acuaculture and
prawn farming project in Wr:st Bengal, -

Research and Developmenl
R & D has given the soaps and dclergcntb business a compemwc edge in terms of
tower costs and improved performdncc 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 te
excelient Research and Development support and its focussed priorities of business
needs. Bio- technolngy and agriculture research provide the foundation {or the

* nascent hybrid seeds-and acuaculture business,

Illustrative Questions
1) On the basis of dcscrlpuon of lhc cnmpdnys product pﬂrtfolm draw up a markel\
share/ growth matrlx for its major produet groups.

2) lIndicate the dirccuon taken by the compan:, for thc producl groups Iymg in each .
of lhf: ‘yuadrants. of lhe pmduu porifolio matrix.

Activity 2
Comment:on the company s strategy pianmng iy product portfoho Does it
' adhere to the strategies sugpested by the product portiolio approach" if s, how? Il
not, why?. Carrs cut a deailed analysis on the basis of s:rategtm suggested for
- produtts in cach quadmnl in the pmducl porlfolm theory. -

' 1.7 PRODUCT MANAGER'S MANAGEMENT
_SYSTEM — SCOPE

) Producl is centml to lhe success of the firm. With rapid changes taking place in

techaology nature of. competition end consumer perceptions, product dife cycles are
Yecoming shorter in duration. 1t has therefore become necessary for firms to review
iheir product mix on a continuous basis in order 1o achieve their growth objeclwcs
_As such ome notices not only-the proliferation ‘of beands but &lso the increasing need -
10 manage products by using specialists. Product management satisfics a genume
need in large multiproduct compinies, divisions oF other businesses where it is
otherwise impossible for marketing managers to plan and control closely the
proﬁiablllts of individual major products on a continuing basis,

Let us now proceed 1o answer the question, “What should be the role of the producl
manager in the product managcmem s\rs;em‘“ Threc common conceptions that exis(.

11
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Pmduci Mlnagemem -
Basic - Crmems

are that the- pmduct manager is ()a "little: general manager’ or entrepreneur (n)a
wordmanon ‘of activiti¢s performed by others, or (n)an ass:slant for the pmduct real
managers-top management -

The job ofa product: rnanager w1lt vary wrth Tespect to the number and lype of
distribution channels used, the exient to- ihich r.ach manager rnfluenees his products
marketing budget, the number of pmduct managers in the organisation and other
such factors. In addition, ‘product management variations occur from industry to -
mduslry with respect 1o the responsibility and authority in major'dec:szon makmg
areas, Let us focus at lhese aspects of a product rnanager S Jch :

l 8 RESPONSIB!LITY AND AUTHORITY

Product ‘nanagers are mvolved m 1hree major types 0{ acnvmes 1}51gmﬁcam
management tasks performed to some degree by ali prodi uc! managera. i) marketing |
decisions, iii) ] mﬂuence on marketmg budger .

1) Mamgement ’l'nslrs
These are. assoclaled with the adrmmstramc process —- begmnmg with the .
estahlishment of thecnves ‘and. endmg with the year-end repgort to management
and a re-evaluation-of the ‘effective riews of the m.arketmg, plan’ employed
during ‘the previous year. Exhibit 1 gives an overview nf managemem lasks -
performed by the Product Mandger

ii) Marketmg Deelsions
Product managers are not the- rr.al dec:swn makers for- stmlegm marketing
decisions. 1t is the job 'of the marketing directors. The greatest participation of -
the product manager is with respect to.the number or timing of promotions, -
Exhibit-1[ gives an’ overview of the decision making- authority of the product
manager across.a spectrum of marketing decisiony. In a growing company,
however, the product manager takes oyer most of thcse functlom

ity  Budget & Marketlng P!ans
Almost in all types and size of 0rgamsauon. rhc produc: manager has'a deﬁmte
say in the annual marketmg budget for the produt that he manages. “This is
because probably he is more involved wrth the ddy-to—day mplementatmn of
the marketmg plan set out

Havmg had a good look al lhe major areas nf pmducl managcmeral Iet Us now .
seek to find owt under. whal condmom will a I'ormal product management
system be Jusnl'lr:d

[

l 9 THE NEED FOR A PRODUCT MANAGEMENT
SYSTEM

E) The product management concept of nrgamsauon is‘most appllcabie when a
muiti-product company has ditferent products whose individual aniual volumes:
are neither so small as to be insignificant nor se large that they begin to take on
life or death importance. Compames with-only one or twe major produicts usua!ly
find the functional form of urgamsanon mozre suited to their ngeds.: :

For example, a large soft drmk manufaclurer abandoned its product management
system when it reafised ‘that it was basicafly an orgamsatlon with one high
volume and 4 few low volume products, Since the lesser produdts were related ro
the major one, all of them could be' handled by a single producn manager.

2) The product manager % responsrblhty and authoruy depend on a number of
management levels involved in the decxsron-makmg and plan approval prooess
These are indicated in Exhrb:t-ll[ It can be-seen that the prnduct management n
system will serve no purpose when lengthy communication channels are mvolved
because it will unnecessanly delay the decrsmn-makmg process

Changing Role of the Product Manager
From the above dl“rll}ﬂls itis clear that the prod.uct managemem system ﬁhould be

12




ﬂexihic and the rol and scope of a produét manager shouid allow manou:\.*ei'ing
although it should be well-defined. '

Flexibility in the task assigned to produci manager is required under developments
like: . o _

a) changes in the number and type of elements eriployed in the marketing mix,

b} changes in the number of product managers employed within the same
organisational unit and ¢) when changes occur in the resourees or support services
required for the marketing elements Jocated internally or externally. Let us consider
each of these separately. '

i} -When the number and sombinaiien of elements employed in the marketing mix
change, the product managers job also changes. If a company starts de- ]
emphasising advertising in favour of a combination strategy of beiter margins
for the trade and more consumer promotiog, the kind of people the product

manager will be working with znd the skills required for negotiation will differ.

ii) When a company expands its produst-fine some support service used by
diiferent preducts will be the seme. However, all preduct managers may not
possess the technical skills to use the supposi services requiring thereby a team

of in-House specialists- Market research and advertising arc twe examples of in-

house staff developments which can grow as the company becomes more
marketing oriented, The product managers being kess involved in technical
Aspeets cEn CONCENITALe MOore on siralcgic arcas.

iii) A prodect manager's role is also shaped by the suppori groups controiled by
: him. it he uses an internal resource group it wiil be shared by other produgt
* managers also reducing his overali influeaces on il ¢.g. a sales force is an
internal resource and no product manager can directly influence it as its time

must be apportioned between individual products in accordanee with the
. overall strategy of the company.

) L mlv. the product managers job content also changes as his product moves
through various stages of its life cycle or as shifts sccur in the eavironment in
which his product is marketed. The new product regitires heavy emphasis an
developing trade channel support simultaneously with consumer awareness and
acceprance whereas an establisked product would require more of a
maintenance effort on the part of the producl manager.

The role of a product manager is thus very versaule and subjest to chcmgw
with the Lrawth in size of the organisation or changes in envirenment or even
changes in the overali marketing strategy. This section has hopeiully g:\ th you
a fair idea of the product managemen! system and al\ canstituents,

Aciivily 3 :

Siudy the produst management system of a mait- pmdum cempany and & singic
product company with respeet to the roie of the product manager. Bring out the
differences and the reuscas for the same.

110 SUMMARY

Li this unit we have essentially identified the role of the product manager and the
need for i 1 change from siuation 10 situation. Product mix decisions {ofm an
!.n'.egra!. part of the proudet management fenciton. The product portfoiio spproagh is
a ol 10 guide the product manager in deciding about the optimum product mix.

3
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Basit Cancepts

3 W.ha'l afe the Iirhi'tatiqn's. of _ihe 'p-p'a_pﬁrqach?

Although it has its limitations it can serve a wseful purpose if the parametérs are

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

the product

manager fits into the product manigement 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 proc

uct; market

environment there should be no ambiguity with respect to the tasks of individual

- product managers. -

1.11 SELF ASSESSMENT TEST
.l) Describe the pm_du.ct'-por.tfo'lio approach’in detail givi'ng diagnams.

2) What are the stfate’éieé suggesied to have a halanced portiolia?.

environment.

" 4) Describe the role space of a product manager in chénging product markst.

1.12 FURTHER READINGS

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

India Pvt. Ltd., New Delhi.

Product Manager by Richard Crewett & Stanley Stasch. .

Journai of Marketing, April, i977, Diagnosing the Product Portlolio by

Day.

.. Harvard Business Review Vol. 53 Janﬁary. Fébruary. 1975, Shijting Ruf’lv of the

George




UNIT 2 THE PRODUCT PLANNING
'SYSTEM

Obijectives

After reading through this unit you will be able tox

» Explain the meaning of a product planning system;

¢ Discuss ilie constituents of a product planning system,;

s Describe some major product planning models; .

* Use the product life cycle concept as an aid to product planning:

¢ Develop a snitable product planning system for a given organisation.

Structure

2.1 Introduction

22 The Traditional Approaches to Product lenmg

2.3 A Matrix Approach o Product Planning

2.4 Product Evaluation Matrix in a Nutshelf

25 A Model 10 Add Clarity and System to the Judgements Involved in
Product Planning

26 PLC as an aid 1o Product Planning

2.7 Operatlonahsmg the PLC C

28 PLC as a Tool to Plan Market Share Slraleg:e%

2.9 . Summary

2,10 Self-assessment Test

2,11 Further Readings

2.1 INTRODUCTION

Dyevelopment of a strategic product planning system is one of the most critical
elements of a company’s product management function. In designing such plans. the
management reguires adeguate information on the current and anticipated
performance of its existing products. This information can again be broadly
clussified into two dimensions: (i) the percepiual dimension consisting of the
consumers perception about the product per se as well as in relation to the prcducls
of the competitars and (ii}1he ‘ohjective’ dimension cousisting of actual raw
information about actual and anticipated performance on relévant criteria such as
sales, profils and market share. ' '

As you can sec for yoursell the information on both the dimensions needs to be secn
as a whole to develop a proper product planning system. However, most approaches
use the information cbtained in isolation making the picture incomplete. We shall, in
this unit. discuss the different approaches to product planning.

2.2 THE TRADITIONAL APPROACHES TO PRODUCT
PLANNING

The product port!nho approach described in the earlier chapter is one 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 fittle concern { r the
measures like sales, market share and profitability taken together co: nprehuasiveny.
An integrated-approach to product planning was been suggested by Yoram Wind
and Henry J. Clayclamp in a paper presented in the Journa! of Marketing. We shall
study the same in the next section.

2.3 A MATRIX APPROACH TO PRGDUCT
PLANNING

The matrix approach consists nf the following phases: .
' . . W&
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Produeel ¥anagemenl —
Basic {ancepis

'cycle on the basis of certain cntena

Phase A: This requires definiition of the relevant universe in terms of the
sirategic product/market area. What do we undersiand by this? It essentiz
that

i) The definition of the product should be clear and unambignous inel
subcategorics of the predue . o

i) The strategic market should be a well focussed segment to iend spec
the analysis;

i) The relevani messurement instcoments in terms of uniis of sale and
period of sales whether monthly or quarterly miust be specified.

relevant

1ly mneans

usive of
ifigity to

the iime

Phase B: This entails examination of the sales positon for the given prod:.cl, in the
strategic market area. A graph of industriz! sales and company sales for a given _
period is plotied: Thereafter the product is assigned to the stage in the product life

If the annual sales trend over the past years is:

i) mnegative, assign to the Decline category

iy  0%-10% increase, assign to the stable category;
iy Owver 10% increase, assign o the growth category.

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

¢ product

market area is then determined using certain criteria to assign info categories.

The iliustration given below for twg products A and B will enabie you to|understand
the process of assignment to calegories and delermmatwn of the product’s stratepic
position. _
l_!lustr_a(ion:ﬂssign product io one of the following categories.

" Ssles _ : Industry Compszuy

I} Dedine . .......... Y A D O,

2 SAblE iiiieeiieieeaniiiieaaes e ttatieereeeneaen
3} Growth - e
Finrkes Share
1} Marginal Marke: Position ... ... e aaeieeaaa- anen e Ceieiaaaan
.2) Average Marks! Fosttion ........ rweneia e R F
3} Leading Market Position ..... voasncavrronn Seeauae meaanereaena e
Preftebitity _ . |
1} Below T. &1 ........ e eeemens heneenann Nl Y
2) About Target ..... e R
A ADOVE TaIEEL .. iiineenereieieacaacaanarnuassar ananaraaaaaeaay e re e

A past trend of .he prt-dl.ct iz also pictted o facilitate tlle assighment precess

described abave:

Figh: &4 pr:»dmmwluaﬁon mestelx having two hypoiheties! products A snd 2 over thres vesrs
; - 1 )
Comnpaiy sabes wCroctine Sighie o Growih
\ Froftinkility .
indesipy Balow Abgve | Below Ahcre | Bzlow Abave
Sales Mz, targes  Tavgot  darges §fmeget  Torget fweget §darget  Target  dwvget
& o ﬁi:hf;‘“'\_‘ L
Dominaat .
Grovath  pAverage ) ) AT ATS
Marginal | AT :
Domsinan
Stable jAverage
Marginal
Dominant
Decl!nc pAverage B : B33
Riarginal BIs :




©3n the basis of the assignment done above a product evaluation matrix for two
kypothetical products waould took somewhat as:

Hg % Yacorporating Qales, Market Share, and Profit Forecasts inlo the Produt‘l
Evaluation Matrix .

The Product Flanning System

Current position (€) Unconditional pm]ectiun (P) : Conditional forecast (CF)

Industry 'Company Markét  Profita- _'lndustry' Company Market  Profitad Indus.r.ry' Company Market Profita-

Product sales ~ sales - . share bility sales sales share ~ bility sales sales share bility

! Decline  Decline Av, Below | Deciine  Decling AV, Below Decline  .Decline Marg. Target

: target . target : oo

Decline Stable . Av. Below

' ] rarget

2 Siable Decline Av. Target Stabic Stahle Av, Target Stable Stable ©~  Dom. Farget
Sowree:- Adupied trom Plannine Peoduct line Stritegy ‘ S’I_;u!'i.\' approach by Yoiam Wind and

H.J. Claycamp “Journal of Marketing’, Yol 40 Janua v, 1876,

Here the two products A and B have been traced for three years. Product ‘A which
showed a matginal market share in a growthindusiry had stable but below target
_profitability in the first year. This improved to growing profits and average market. .
- share in the next year to achieve targets. This was followed by an above target '
“profits coupled with an average market share it a growing 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 a dectine in
profitability is seen. In the third year the decline in proflts continues with a drop in
the market share as well.

Suggested Marketmg Strategy on the basis of the Product Evaluation Matrix: The

hest course available for product A will be to move [rom average market share to

the leading position maintaining above target profits ar sacrificing some profits for
_the leading position te have targeted or even below target profits.

For product B the Action course available would be to improve market sharc
position from marginal to average and also achieve a stahility in profits aithough
they may be below target.

As you can very well discern from this exercise that a product evaluation matrix
cnables a-company to take into account four parameters — industry sales; company
sales; market share and prefits at the same time. We can make the following
inferences regarding a firms product planning exercise:

Inferences: A firms major strategic product/market decision alternaiives for iis
existing product line and the component products of that time in & given strategic
product market area are: ) :

1} Do not change the product or its marketing strategy, -

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

3} Change the product. This may. mvolve product modifications enthcr within the
parameters of the product’s current market positioning or within a new
positioring. In either case, a change in the associated marketmg strategy is
requn'cd

4) Dlsconnnue the product or the prcducl line. This strategy may involve an interim
product or product line “run out™ strategy, gradual ckopping of the product lme
or the 1mmcdlatc phasing out of the product or the complete Ime

- 5) Introduce new products into the line or add new product lines.

In keeping with the varying degree/intensity of changes tequired in the ﬁve
alternatives suggested above, we can identify different levels of analysis and
specificity of guidance provided by the Produet Evaluation Matrix. This is described
in the next sectiomn.
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Hanie Concrots

24 PRODUCT EVALUATION MATRIX -

IN A NUTSHELL

This appmach requires five levels of analysis each with an mcreasmg %pecﬂ" city of
guidance, for the firm's st ategic marketing decisions, The first level is based upon
the evatuation of the product™ current position with regard to industry and company
sales, market share.and profitability thus prowdmg limited guidance. The fifth level
on the other hand, provides detailed and specific guidance based on projected
product position with vegard to sales, market sharz and profitability under

‘alternative marketing strategies, an: ticipated competitive actions and alfernative

environmental conditions. Tne five levels are suminarised in the following table.

Specificity of Guidance Naluré of Operation

Lowest o .1} Current produci position on industry sales, cempaﬁy sales, market
share and profitability.

2 Prajected product position on sales, market share and profitability
assuming wo major changes in the firm’s masketing activities,
competitive action and environmenta) cenditions,

3) . Projected preduct position on sales, markst share and profitability .
under alternative marketing strategies, assuming no changes in
oc;mpeilll\fe action and envircnmemial cenditions.

4) The ahove p]us dizgnostic insights tnto the competitive structure apd
the effectivensss of the firm's marketing activities.

Highesy - 5) Projected product position on. sates, marke1 share; and profitability
“undef alternative marketing sirategies, anticipated competitive action
and alternative cnwmnmcn!a] conditions (based on cdmputer
simnuiation). |

This Table has been (aken from a paper presented by Yoram Wind and Henry J..
Cray Camp on Product Line Planning Strategy which appeared in Journal of
Marketmg, Vol 40, (January 1976)

Activity 1
Select a product of your company or a company you know of Gather 1mf0rmat10n
on past trends regarding: - :

i)y Industry sales

i} Company sales

1i}) Market-share of ihe product
iv) Profitability

Prepare a product evaluation mairix on the basis of this datz. Suggest an actlon plan
for the product.

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

Eifferent corpanies use dlffercm systems for product planning. These may range
from a systein wherrin a single person attcmpts to assimilate the pertinent data,

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

the scale is the large company with a weli-organised product planning department
where the required information is collected and compiled into 2 whole lot of charts,
profile graphs and estimate sheeh far the consideration of those responsibie for the
final decision.

A model for pmduct -planfing w:.th particular emphasis on new product iniroduction
in the product line hias been presented by John T.O.*Meara, in the Harward Business
Review. Let us examine this-appreach in detail,

I S |




“The Modek: It uses ‘statistical and ﬁnancml concepts l:ke prubablluy ‘and pay-back
pesiod. The exhibit below gwes the eriteria for awarding ratings to a given product
Thus, rating the product on certain factors and subfactors is the first step in this
model for preduct plamnng Thxs 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. Marketabllny, Durabﬂ:ty,
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
¢valuate the subfactors of the factor Marketability. Therein each of the factor ratings
are assigned an estimated probabﬂlty 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 product X will meet the definition of “very good“ that there is less -
chance that it wiil meet the definition of “good’ and that there is even g smaller

chance that it will meet the definition of ‘average’. This method of precisely stating
one’s best judgement will result in a more efficient evaluat;on than would be possible
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 ail the subfactors and 2 total of these expected values gives
the final evaluation of the factor couoemed The end result is an index number
“which represents the factor.

The total expectad values for each factor are then multiplied by then' weights to
arrive at a final factor evaluation as follows

'lele 1: Factor R'ailnl for a Product

Proposed Product * Product X .

John Smith

_ . Evaluated by
I S ' 2 : 3 4
Factor Factor weight - Assigned Factor - - Final Factor
’ R - value - evaluation
Marketsbility 04 - 71.4 8.6
Durability 0.3 526 0.6
Productive ability (N ~ - 956 ‘5.2
Growih Potentia) 62 69.2 . 138 7
Fira! intangible factor [ 72

index number
This final intangible factor index number 50 ohtalned is. compared for dlffeTcnt

pi‘odugts which are being evaluated as well as against a standard set by the company
" Exhitsht I: Facmr and: Subfactor Rnti.nns {or = New Product -

‘Very Good- ) Gond AVETagS " Poor

Very 'Po.nr

MARKETABILITY

A. Kelation o presest
Distribution chasnels

{’an reach major
market by
distribution through
present channeis

Complements &
present line which

B, Reiation (o present
product. lines

needs more products

to fll it

Priced below 2li
competing products
of similar qaaity

- € Quality/ price
relaticnship

‘Few stapie sizes
and grades

i MWumber of sizes
and grad

* Can reach major

-channels, partly
throigh new channels

markets. by
distributing mostly
through presenl in order 1o reach

major Market

Can be fitted into
present line

Complemants a
present tine that
does not need, bui
can kandle, another
producis

Approxzimately the
same price as
cempeting products
of simitar quality

Fiiced below most
competmg products
of similar quatity /

Severul sizes and Several sizes nnd
grades, but custamers grades, but can
will be satisfied satisly customer
with few staples wants with smail
inventory of
nonstapies

18

We have to distribute Will have to distri- '
caually betwzer new bute mostly through
and present chanatls, new channels in- -

. Can b fiited into-s

Witl have to distribute -
entirely through new
channels in order to
order to reach reach major markets

major markeis

Docs not fit it with

present line but does any present
" not fir eotirely product line.
Priced above many © Priced above all

sompeting products
of similar guality

competing. products
of similar quairnts

Several sizes and Many sizes ang grades
grades, each of which which will necessitztc
will have to be heavy inventories
stocked in equal

AMOTINIS




E.

F.

L

A.

v

) Merchanai_sabi]i(y

Effecis on sales of
present products

DURABILITY

S-._tabi!ity

Breadth of market

Resistance to
cyclical
fluctuations .

. Besistance to

seasonal (uctvations

‘Exclusiveness’

of design

1I. PRODUCTIVE ABILITY

A

B,

Equipmcnt necessary.

Production Enowledgé .
sod personnel
necessary

. Row material

rvailability

" or depression

- exclusively

Has produoct
characteristics over
and above those of
sompeting products
that lend {hemseives
to the kind of
PrOMmoion, -
advertising, and
display that the given
company dees best,

Should aid in sales

‘of present products

Has promotabie
characteristics that
will compare
favourably with the
characteristics of

Has promotable
characteristics that
are equal to those
of other preducts

comgpeting products -

B

May help sales of
present products

. definitely will not

Basic product which
can always expect
to have uses -

A national market, a

wide variety of
consumers, and a
Potential foreign.

. market,

Will sell readily
in inflation -

Steady sales
throughows the year

Can be protected
by a patent with
no leopholes.

Can be produced
with equipment
that is presently
idle. ’

Present knowledge
and personnei will
be able 10 produce
new product.

Company can pus-

chase raw materials

from its dest
_supplier(s‘;

" be harmfu! to

present sales.

Product which wilt
have besn long
enough to earn
back initial

.investment, plus at

least 10 vears of
additional profits

A national markei
and a wide variety
of consimers,

Effects of cyclical

- changes will be -

moderste, and will

~ be {elt after,

changes in economic
ontlock.

Steady sales except
under unusual .
circumstances;

Can be patented, but
the patent might be
ciréumsvented,

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

With very few.”
miner exceptions
present knowledge
and personnel will
be able 10 produce
new product '

Company can pur—. -

chase major
portion of raw
materials {rom its
best suppliers (s},
and reminder from

. and onz of a number
- of companics

20

_the economy

Shouid have ne
effect on present

* sales

Product which wifl
have uses long
enough to earn back
initial investment
plus several {from 5 -
to [0) years of
additional profite

Either a national
market ot & wide
variety of consumers.

Sales will rise
and fall with’

Seasonal (luctuations.

* but inventory and
. personal problems

can be abzorbed.

Cannot be paterced
but has certain
salient characis-
risiics that cannot
be copied very wiil.

€an be produced
largely with present
equipment, but the
‘tompany will have

to purchase some
additional equipment

Has a few -

" characieristics that

wre promeiable, hut
generally doas not
measure up to
charagcteristics of
competing products.

My hinder sresent
sales some; definitely
will not aid
peesent sales

Product which will

have uses long
ensugh to earn back
initial investment,
plus 1 to % vears of

- additional profits

A regional market
and a restrizted
varic;y of consurers.

Efiects of cyclical
changes will be

-heavy, and will be

Jelt befare changes in
econermic outloak.

Heavy seasonal
Muctuations that will

~ cause considerahle

inventory and
personal problems.

Cannot be patented
and can be copied
by larger, more
knowledgeabls
companies |

Company have to

buy a goed deal
of new cquipment,
but some present
equipment.can
be. used.

With séme exceptions A ratio of approxi-

present knowledge
and gessopmel will -
be ahle to produce
new product,

matety 50-50 wil
prevail between the
needs for new
knowledge and

" personnel and for

Company can pur-
chase approximately

" half of raw

materials.from

its best supplier (s},
#nd other half from
any one of a number
of companies.

present knowledge:
and personnel.

Company must pug-
chase. most of raw
materials from any

. one of & number af

companics other than
its best supplier(s). -

Has no characierisiics
te all that are equal -
to gompetiless, or that
land themselves to -
iraginative

premetion

Will raduce sajes
of presently
proftiakle products

Product which will
probably be complete
in near foture

A specialised markes
in a small
markeiing area

Cyclical changes will
cause extreme

“fluctuations in

damand.

Sevwere szasonal

fluctuations that will
necessitate layoff
and heavy
inventorises. .

Cannot e paiented
and can be copicd
by anyone,

Can wili have 10 buy
all new equipment

Maostly new knowledge
and personnel arg
needed to produce

_ the new product,

Company must pur-
chasg most or all of
raw materials from

a certain few
companies other than
its best sppplier{s).




Produét that will

havg minor improve-
menls over products
presently on the’
market,

Lower value added
50 as to allow,
larar medivm, and
some stnalisr
companies to
compete,

Number of end
users will
decregse moderately

Praduct similar to
those presenily on
the market and
which asds nothing
new. .

Very low value added
so that all companies

- can profitably.

enter market,

Number of end
users will .
decrease substantially.

Evaluated hy: John Smith
4 3 6 7 & 9
Good {§)  Average (B) Paocr {4) - Very Poor  (2) Total  Subfactor
EP EV EP EV £r EY EF EY - evaluatien
. (Col. 2
% Col. §)
62 16 65 30 02 98 —  — 64 64
0.2 (W T 14 02 08 0.4 0.2 6.0 6.0
12 0l 04 —~ — 7.5 4
0.2 0.8 e — ¢4 6.4
- — w— — B8 174
0.3 1.2 - — 58 1.6
Total facier value: 714

EF = Fstimaied probebiliiy

Hote: 1 uugn: ay :nanag"nem BV =

1.5 ?Re;m:& ; E {?i’ﬂm — AN AID TO

PEODUCT

u.

4»

You e aligady
zonespt sees the e of 2 produst as anafugoues to'the life of an OTEARISTS,

progressing throngh the s@ﬂz g of birth growsh maturity dﬁc‘me and dedth.

The 5 shaped Eog?“ar.sx' sorve has heen widely accepted as a :eprescn{_aai'oia of
- gyoig of

mpu.smha! phase {growily), & siehionary phase (maiurily and sgiuration) and a
BLC surve,

decling phase. Figurs 3 beiow gwa 5 g typical

b sapnart for the 8

qrrding He validiey is. {ilcffm"e not conclusive. The general patiern

OTSBINET Prodl cts it} i*a? {ound that 52 per cent of the produc
snerdlpattern ol §product Bz eysie. A nmber of studies on s

t3 alse shew;‘ﬁ shes & fairly large peiceniage of them approximal ¢ the ¥l
IepresERiEion,

[

ROWTH POTENTIAL
A. Place in market New tvpe of product Product that will Product that wili
that widl fill substaptially improve have cerlain new
peed presenitiy on products presently characteristics that
ot being fiiled 1 the market will appeal to a
substannial segment
of the market,
B. Expected compeitlive Very bigh value High enough vaiue  High enough value
situation-vaiue added added so as (0 added so that udded, so that
- : : subgigntially reswrict  unless product i unless other )
. aumber of . extremely well suited companics are s ’
) competitors 10 other firms, they  strofg in market.
o . . wili rot vwant to - as this firm; it will
’ ) invest in addi- " not be profitable for
‘ o tiena! Tacilitizs {hem to compete.
C. Expected availability Number of ‘'end Number of ond Number of ¢nd.users
of end users ) users will inrrease users ‘wiil increase will increase
R substamtially - . tnoderately. slightly, if at all.
. ' © Exkibit §: Exampie of the Use of an ‘Evalustion Sheet
. Propessd Produei: - Product X
4 2 3
Subfactor Subfactor Verypood {10}
Weight EP EV
Relative to gesent 1.8 0.1 .G
distribntion channels
Relative 1o present 1.8 0.1 1.0
product bines
Cuality ) prios 3.0 0.3 3.0 0.4 3% §2 !
reiationshin
Numdear of s12E8 1.0 b 10 0.2 1.6 o.5 30
and grades
%!cn,raanumbx ity 0 5.5 5.4 G4 1.2 0.1 0.6
Farts an ssie 2.0 — - 22 1.6 05 39
of pressat
prodatcis —
0

iniliny with the {.Oisi“jpt of pmduci fije cyele, Simply stated the

the life
a product, having four disgrend lple stages; a bog phase (introduction), an

shaped product Hie cycis is ol universal and the

 ceriain product classes Puazel and Cook in their

rial
C

xpected valued computed by multiplying the value by ihe catiraled pinbability
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‘ Sales

Time

Introduction Gn:uwth. Maturity and  Decline
e saturation ,

Fig 3: The Typiul Product Life Cyele

© Sales of ‘mature’ products however did not m:ccssaﬂly follow the predicted. pattern
Three variations in the maturity phase were observed — the expected stable :
maturity, a growth maturity due to changes in the market vafiables, and 4n,
innovative niaturity due to some innovations introduced in the .product. Similarly for
the decline stage, it has been shown that the stage is not mevuab]e for pruducts like
evaporated milk, bread etc, '

Tt must ho\'vever be clearly understood that products do not follow a. natural and
inevitable cyele of birth, growth and dedth as organisms do. The product [life cycle
that they follow is, to a large extent the result and not the cause of mark ting
strategies. The sales and profit graphs do respond to marketing inputs and 4 sales
decline does not necessarily mean that the product has entered an irreversible decline-,
phase. As the life cycie stages do not have predictable duration and inevitabie
sequence, the product life’ cycle ooncept can at best be used as a geneéral guideline for
planning future action. It has to be supplemerited by a deep and thorough study of
the market and competitive conditions characterising a product in order th serve as a’
productive or planning tool. The usefulness of PLC concept varies in diff¢rent
decision situation. As a planning tool, it emphasises. the type of main mar| '
challenges a product is likely to face in the different phases, and suggests
alternative strategies that may be followed at each stage. As a tool for control, PLC
concept enables comparison of product performance against similar products in the

- past. It has got a limited utility as a forecasting tool as sales histories of P oducts

differ widely and the life cycle stages exhibit varymg duration, Tablé 2 gi
representation of the varying marketing objective and the resultant strategnes that
may guide action-at different stages of PLC .

Tabie 2 Varition in Marketing Objectives &--S’mu.u’. nt Different Stages of PLC

Stages in  Introduction Growth . Maturity Pecline
Life Cycle : )
1 2 : 3 i -4 ¥
"I Marketing " Incuteate . . Maximise'  Defend and Rednce -
.. Objective = product market share maintain . ex iture - .
: . : awarcness and ) ‘market share,  and iry to get ™
trial’ - ' . maximise what you can
- : profits {from the brand
2 Product Sales: low " Rapidly rising  Salesar . Declining
’ ' “ Peak,
. Stabilising ]
Costs: - high/ : Average Low/Customer Low/Customer
.- - Customer Customer ) ) |
Profits: * Negative Rising - High . © ‘weclining -
C 5 In: ion Early adopters  Late adopters
. Competition:  Nii or few Rising . Number. _ Declining
U . = umber < stabilising them
e . : o ’ declmms




'3 Marketing

Product:
Stratepies )

Price:

Distribation:

Promotion:

Offer .
basi¢ product

‘Cost
- plus pricing

~ Start with
selective ‘
distribution

Advertise to
build aware-
. NEss among

 early adoptors

and use heavy

_product’
- exiensions -

Oifer

Penetration ©
pricing

Build -
distribution

. Diversify '
- brands,
_mhdels'.

Price to meet
ar beat

_competition

Strengthen -
infensity of

~ distribution

Advertisé to

sustain aware-.

ness and
interest in the
mass market

sales prometion . and go easy on-

to promote | -

- trial

sales promotion
to exploit
heavy con-
SUMETS
demand;

Build select-
ive demand by
highlighting
differentiation.

. Step up sales

prometion 1o
promote
from
competitors

Eiiminate .
weak
producis

Reduce
prices

Eliminate
unprofitable
outlets, become
more selective

than growth

phase

Reduce advert-
ising to the

level needed to
maintain loyal
buyers reduce
sales pr_nmation'
1o minimal

level

{Adapted from Philip Kotler *Marketing Management, Aﬁalysis planning implementation, and control”,

Prentice Hall of India Pvi. Ltd., New Delhi, 1988).

2.7 OPERATIONALISING THE

PRODUCT LIFE CYCLE =

In order to utilize the product life cycle effective
one can unambiguously determine. the position o
cycle. Putting the PLC concept into operation would require fol

be taken

a) Deciding upon the unit of analysis: As the actual sha
may differ for product form, '
important to decide which pa
- analysis can be undertaken fo

1evel. The importance o

' considered or the focus

portable v/s non-portable one:
at to the correct unit of analysis. Based on t
the PLC, management should define'and select the rele

to you when you consider a

product class, an individual
rticular unit of analysis is being considered, The PLC
+ each of these units both at the firms and the industry

f)e of product life cycle curve
product and a brand it is

ly it is necessary to understand how )
f a product in the context of its life .
lowing decisions to

f explicitly defining a unit of analysis will become apparent

shou

Definition of relevant market

Normally, the PLC approach assumes a si
ence in adoption be
and finally the laggards. Generally PLC
product sales at the total market level, it is sometimes Gseful to consider the PLC by
mple international v/s domestic market), distribution pattern
rket scgment {prganisational buyers vjs '

segmeinted by the differ
- adopters, late adopters

type of market {for exa
(direct v/s retail distrib
individual buyers).

ution) or ma

Identification of the products stage in

In order to use the PLC concept one would
(2)how to determinc the stage of a pr
when the product moves from one sta
curve varies widely for products as does the durati¢
possible to assess the stage
stage merely by observing
the operational dpproach su

belaw:

f

oduct in t

of a product in the life cyc

the PLC .
need ta answer two related questions
he life cycle (b) how to determine
ge to another. Since the shape of the PLC

n of the different stages, it is not .
le and its transition to another
the historical sales graph of the product. Let us consider '
ggested by Polli and Cook as represented in figure

n example of say TV Sets. Should all' TV Sets be
id be on cither black and white or-Colour sets, or
s — it is apparent that no sct rules’'can
heir needs and intention of how to use
vant unit of analysis.

be prescribed.

ngle homogenous market, which is further
haviour of the consumers ie. the early -
studies focus on the

The Product Planning System
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r .
Decaying LN Sustcined
maturity F ¢ % N e mohety’

5,
#

I/,

i)

T-30.. —-20 -0 0 410 420 +3ds

Perceninge change bin ren] per cupita product saled ,

The approach is based on the measurement of the percentage change irf real sales
from one year to the next. These changes are plotted as a normat disitlbution change
in real sales from year to year is then measured. Preducts having a perpentags
change less than —.5 are classificd as being in ihe decline stage, those having
percentage change greater than .5 were classified as being in the growih stage while
those in the range of +.5 were classified as being in the maturity stage, wiich was

further divided into decaying matarity and stable maturity.

As far as the duration of 2 stage in.ithe PLC of a product and the exact peint in.

time, of the transition of a product from one stage to anothet, no generalised

* conclusions can be drawn. Since the duration of each PLC stage depends on a large

numbes of variables like product charactenisation market acceptances and
competitive action.. : ’

Defining the Unit of Measurement

Though most analysis of FLC are based on actual sales it is importani te determine:

a) Whether to use uait sales of rupee sales as unit of measurement.
b) - Should actual sales figures or adjusted sales figures be used.
¢} Should rea} or cement prices be used as units of measurement,

d) Should saies be allowed to function as the sole yardstick or other criteria like
profit and snarket share be used to estimate PLC curve. :

Determining the tince unil

Annval data generally forms the basis of PLC analysis. As the bie periods of
products are shortening and as some classes of products are prone to wide seasonal
fluctuations, it may sumetimes be considered desirable o use quarterly or monthly
data 1o develop PLC graphs. UDopending upen its needs and the produet
characteristics, management must decide in advance what should be the anit of time
chasen. : - ' ' )
Activity 2 : . S .
Consider 34 products of your comusny. Identify the stage of PLC that shey are in,
suggest implications for produet nlanning using the PLC.
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2.8 PRODUCT LIFE CYCLE = ASATOOL .~ _
" TO PLAN MARKET SHARE STRATEGIES ~

Deternlining the market share strategy of 2 prodiict is also one of the key factors in
product development. When a product manager is faced with a number of products
whick are doing weli presently he has to come to a decision regarding the long term
market share targst 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 objectives? What criteria do we
uie? A framework to evaluate a products position vis-a-vis its long term growth
‘Prospects has been developed by Bernard Catry and Miche! Chevalier. Let us try to
undersianid the proposed framework in the next section. ' k

Framework Suggested: The. first market criterion used is the stage in-the pmdu&t life
cycle the product'is in. This gives a good indication of the trend in demand as well
as competitive pattesns. The three phases of a product fife cycle used here are

introduction, maturity and decline.

The second criterion consists of piacing 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(iii}deminant positien. S o

On the basis of thesc two critesia the firm can choose whether to (i) increase its
position (if) maintain its position at the same level; (iii) reduce its market share.

The table ! given below indicates the different alternative positions that exist over
time in a product group. Each cell coriesponds. to a different investment or a
different expected gain. The term investment in this case means that a firm deciding
to increase its position at the introductory stage must make production and
marketing investments that will enable it to increase both its brand awareness in its
market coverage and iis production facilities. On the otheét hand, a firm which has to
maintain its position in a slow growth market may not require as much investment.
In the table, the amount of investment necessary is suggested by the number of-
pluses and minuses following the letter I, while the amount of expected- cash return is
indicated by pluse§ and minus following the letter E. An overall value can thus be
abtained for each cell by computing the: arithmetic sum of cash investments and
expected cash returns iy the short run. This forriis a basis for comparison to asrive at

a decision on the apprepriaie strategy. -

" Table E: Biarket Share Dinguosis

“Product Life Cycle: Market Share Position of the Firin

Strategic Alternatives -~ - ‘Introduction - ~ e o Maturity o . Decline
Small . Average  Dominant Small Average  Dominsnt Smal! Ayerage  Dominant o

Increased o 1++ [++ Tess et 1+++ [++‘H_ .l:+ I¢+. Lre
Investment E++# E+4" E&4 g E ES - g-@ E+- g..8
Maintgining 1 T+ I++ 1 1 i I+ I 1-
Pasition E E+ E++ E® E++4  Frevsd B2 B+ - E+¥
Disinvestment I - 1. 1- I--e  Beeee 1 1-ee  T-:-

i R E E+ E++4 Ei++s' E E+s  E+¥

I = Amount of investment .require&. .
E = Expected Cash Return. -
Numb_ets indicate the overall financial value for the cell (E-1)




- Product Manugement — The action implications arising out of this table can be SN, 1560 a5 unider: -
Basic Concepts i ‘

Ty In the introduction stage of the product life cycle the ‘best short term strategy for
a weak brand is to invest in market share. On the other hand, for the dominant
firm the *-st strategy would be to harvest;

i) Firms with a small market position are advised not to invest for more market
share at a very late phase of development uf the market,

Acti\rity 3
- Consider a very mature markei, say that of reﬁned vegetable oil as'a co ing.

. medium. You are aware of the compeiitors and their approximate market position
for this product. On the basis of the PLC/market share position — if a qompetitor
has a small market sharz in this market what should be the marketing stategy in -

- terms of investing in more market share or disinvesting? . : o

Hint: Draw the _PLC of _groundnut 011_ (refined) as a cooking medium.

................................................................................................
.................................................................................................

AR R L R I R LR L L L R L R T T T T

2.9 SUMMARY

In this section we have seen some.tools available for product plémmng and analysis,
These may not provide an end to the problem but they definitely serve as & -
guideline. Depending upon the data available and time availabie to take dBClSlOI]S a
company may adopt one or more of the above methods. It also dcpends upon the
_number of products the company has in its. product lme

2.10 SELF-AS_SESSMEN_T TEST

I) Draw compansons between the first approach suggested for Product Planning
(based on mduslry sales, company sales, market share of the pmduct ajnd- ‘
profitability} and thc Market-Share Approach Outlined for product pl nning '
based on PLC. : '

.. 2)._In whar situations do you feel the PLC is an adéqunte tool {or product|planning?

3) Briefly enunierate the systernatic appmach to product planmng using probablhty
csumates _ :

2,11 FURTHER 'READINGS |

Kotlcr, Philip, 1986, Markeung Mnnagemem. Chaptcrs 1 & 12,Prentice Ha]l
" of India Pvi. Ltd., New Delhi.

' Hmard Busmess Revaew Vol. 53 January, Febnury, 1975, Shgfrmg .Role af the
Product Manager by Richard Crewett & Stanley Stasch

!oumat oj Marketing, Apnl 1977 Dlagnosmg the Product Portiolio by
~George Day.




UNIT 3 ORGANISING FOR NEW
PRODUCT DEVELOPMENT

Ghjectives

After reading this unit you should be ablc to:

 Describe patterns of responsikility allocation for new products;

o Discuss the organisational arrangements made to facilitate new product
development, .

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

» Suggest alternative organisational patterns for new product development

Structure

3.1 Introduction

3.2 Setting Responsibility for New Product Dievelopment
3.3 Structural Units for New Product Development

1.4 Function of the New Product Development Units
3.5 Summary

3.6 Scif-assessment Questions

3.7 Further Readings

3.1 INTRODUCTION

Since planning and coordinating new product development activities involve almost
every area in an organization to ensure that new product development effort is
properly coordinated, it is essential that special organisational arrangements are .
developed around the day-to-day chores needed to keep the operations moving -
smoothly and successfully. Managers in each functional area such hs marketing,
manufacturing, and finance, therefore concentrate on meeling immediate objectives
and solving current problems. Despite the fact that everyonc knows that the future is
important, current problems easily blot the future from view. But, the long-range
survival of the firm requires that new products be developed. '

The Booz, Ailen, and Hamilton sindy of new product introductions suggests that the .
organizations which encounter the greaiest sUCCess in new product introductions are
the ones that have given the greasest care to organizing for developing those
produets.®

Setitng Lp an organizational form for new product development involves the
following related questions; .

13 Wha is to be respongible for new prodact development?
2) What are tasks to be accomplished?
3) How are the tasks to be accomplished?

In other words, orgauizing for new product development implies establishing
responsibifity for varrying out new product development, and, also, creating special
structure(s) 1o handle such an activity — along with the functions to be performed
by mew product units.. o :

3,2 SETTING RESPONSIBILITY FOR NEW
PRODUCT DE‘VE_L(_)_PMEN'E‘

Responsibitity for a?weloping new product can be set at the corporaie level, the
divisional level, or the operating level. '

*New Produris Managerment for the 19805, (NY: Booz, Allen, and Hamilten, Inc., 1982}, 2p. 17-22.

2/




Produrt Managemeni
Basic Concepts

New Prodnet Develnpment at the Corpomte Level

Involvement of the top management in new product developmem d pends 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 pf business and
when the outputs.of various divisions have similar technologies and| markets.

The nature of a company’s business (and its future business) condm
management support. A company that is stow to change has ifinova
a minror role in its performance and, therefore, delegates new pradu
to lower level executives, On the-other hand, a fast changing indust
example, electronics and chemicals, depends on innovation for com
advantages and has high- leve' executlves conccrried with new produ

Operating divisions normally neglect development into unfamiliar {t
outside traditicnal spheres of business. Divisions seldom allocate fu
into brave new worlds. Unléss the task is assumed at the corporate
opportumtles would be missed.

Flgure I is one of the possnble ways to depict an ofrganization with
new product development 1ymg at the corporate level.

. Chief Execuuve
'Officer

ons the top

tion playing cml}
et development
ry's firm, for
petitive

ct developn‘em

zlds for they fail
nds to venture . |
evel, such

esponsibility for

New Pr.
Uni

pduct

Division - . Drivision

Division

Fig. 1.

There are both advantages and dlsadvantages of having new produ:
responstblllty set at the corporate level

Advantages
1) Greater effectweness and control of mnovauve aclwmes — Cen
units are usually larger than the scattered, decentralized units at

ct development

ralized research
tached to

divisional operations, and the larger size permus hiring’ ofa more speuall?ed
technical staff well equlpped to handle a wider range of problems. .

2) Insulation from -the dal]y pressures and crisis atmosphere — Re
the CEO, the new product unit has a direct line of communicat
management and the benefit of status. [ts closeness to the sourct
power keeps’ it pmtected from the routine burdens and crisis thy
personnel.

Disadvanmges

porung direetly to
on.to top

e-of corporate

t infect operating

1) No response 1o the urgencles of the market paloe ~- 1t 1so|atmrr from the
commotion and turbulence of operations makes the corporate ievei new product
unit unresponsive.to the imnediate needs of the market. A request for ali

possible haste can easxly be shrugged off as frantic behawour of
salesmen.

2} Organizational and spaual separation — The comparative isolatl

nervous

ion of the

corporate level new. prodi et unit from operatmnal dlwsmns makes it necessary to

integrate dlfferentiated structures

Nﬂr Pro:luct Development at the Dmswnal Level
Divisional level respansibility for new product development is most
operating units have highlv differentiated. product lines.

likely when




Compared to the centralized approach, the divisional level effort makes new product
development more atiuned io.the exigencies of business, An organization with new
product development responsibility at the divisional level is diagrammed 11 Figure 2.

CEQ
. i IVISION L
Division DH;:lg o Division

Mew Product -,
Unit

- _-_-i

Marketing © R&D ’ Production

Fig. 2 .
As in Figase 1, here aiso the new product unit is conceived of as a staff function and
it normally repoits to the divisional head. This arrangement is deemed most ’
appropriate when new product development is likely to demand relatively large

Joudgets with prolonged periads of development.

A new product development unit at the divisienal lovel in many ways enjoys the
parailei prohlems gs the ones al the corporate level, :

Adveniages: . . o
1) The new produci development effort is set apart from the day-to-day activities of
- pperaiions. Yet iis connections with the mivns and changes of current business

. may be strongly inlimate.

2) Tie job is only 20 arm's lengih aweay fram top managment which aigs the
iegraiive process and gives direciion w the division,

Thisedvaniages

1y Seporated fiom the opersiing tevel, the new product uait might be looked spon
a5 comprised of elitists and dreamers: wiich is likely 1o cause [riction betwean the
deveiopinental and functionzl levels, ' :

: |
2} Angther difficaly possible is the sortention that new product developreent i3
orty a part of the finn’s total produst management and new produsts siuaunt for
s praducts and markets; then, why elevate new produdt
on of presmineacs? o T

anly & porten of the s
development 1o 3 pos!

ey Produgt Devciopment ot the {peruting Level . _

Pesponsibiity for asw product devéiopment Jodged avywhere beiow the divisional

level becrames associatod with operationsl activity. A divisicn usaally contains many

departments capable of managing the development of new producis, Therefore, the

Besigning of rasponsipility - fov new produci development sotually is the taskof
hensing oae of the depariments for deveioping new products. Thus, (ke plageinent

respeneibility for new praduc development tends 1o be dependent upon the

existing organizaficnel sTaie.

Thee new produst developinent 4t operating level = largely dependent upon how &
divishon pri-duces aod distributes it existing products Tos these are i basic asks of
2 division and new produets must adjust o thent, Therelore, Ther are 1wo Opians !
(1) assign responsibiliny for new pradudt development 1o ane of the functional
deprrunonis, 5a%, smarketing. or (7} assigh it 1¢ product managed.

Oraanisiag for
WNew Pradact Developiment




Product Manapement —

" Rasic € oncepts

‘Assume a firm Wlth two product lmcs having four items each, What

- responsibility is that the marketing people are in a position to have
" trends in sales, prices, competitive actions, distribution, and services — all very

v
'

divisional level for they don’ have basic functions that can accomm
product development and new structures have to be created; wherea

Activity 1

“This is quite diiterent rrom giving respomwuuy w4 umt at the corp orate or

pdate, new
5, at-the

. operaur'g levet, lhe changes oceur only.in the way an operational umt functio_ﬁs.

are the

organisation alternatives av aliable it in terms of locatmg the new pmduct

responmbthty" _

'l) New product development in functlonal deparrtmem

The functiona! type of organization is the oldest and by far the most common. in the

majority of cases, the assigning of responsibility for new product de
between marketing and research and developmcm with marketmg :
populat choice — as in Figure 3.

" Chief Executive

velopment is
eing the most -

. i : Division L
B Division Head - Division
I — 1
Marketing R&D Production

‘New Product o
Unit . -

Flg 3

The preatest advamage in choosing marketing for new prociuct dev=1opmenl

important in bringing a new product to commereiatization. It is the
determines the success or failure of a new product. |

The choice of marketing department has other .Idvantages also, for,
“development program depends heavily on establishing long—term e
distributors and agents, especially when a_rew product is meant for
serviced by the company s rcgular dlstrlbuuon outlets. :

New produet developmem in high technology ﬁclds IS aiso greatly
components of a marketing program, Highly complex or custom-m
frequently requires extensive servicing — installation, maintenance,
repair. This is a!so true of most of the mdustnal products

the best view of

marketplace that

a new product
ationships with
markets not

made equipment
debugginz, and

nfluenced by the



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 inclination may augur well

for 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 ligures, a

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

Marketing personnel may run into 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. If unable to keep up with the latest developments in research and technical
design, even their response to custemers may be slow. This 1s why many industrial
marketers recruit marketing personnel and sales force from among those with
engineering and technical backgrounds. ’

On the other hand, there is & widely held opinion that placing respensibility 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 lack
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
guietly 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? What has
been the division of activities; responsibility between marketing and R&D
department? What in your view are the reasons for the respective location of new
product responsibility? S : _ -

2) New product development responsibility on prodﬁct'mannger ]

This type of arrangement is usually made when a rapid proliferation of products
creates a burden too heavy for the chief 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 suc!'l fqrm for a
consumer goods division is shown in Figure 4. Such type of organ}zatlon is called
“product management systen.,” As you have already studied in unit 1 of this course
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Product ¥apagement = Chief Executive Officer

Basic Concepts i T—
) s Division
Division 0 ) Diivision
: ' Head :
Marketi .
h RED Production -
Head
Sales " MR Promotion ' Group
' Product
Manager
Brand : Brand ) Brand New Product
Manager Manager - Manager -y Uhnit
Fig. 4

In cases where new products are other than modification/extensions of existing lines
work may initiate elsewhere within the organization but, at some point in
development, it wili be turned over to a product manager, ;

The product manager in a consumer goads company tends to handle fewer products
than his industrial counterpart, Companies with multiple brands have cach brand
run by a separate product manager, called brand manager (as given carlier, in case of
ITC’ “Classic” cigaratte). The product managers may also.be respensible for a
product category or a group of products rather than only a brand. For example, in
case of FSL (Food Specialities 1.td.), there are product manager {instant drinks —
coffee, tea, etc.) 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 pr sduct gets
individual who devotes his/her full time to planning and coordinating {the new
offering. She/he would work hard 1o obtain a satisfactary outcome, far his/her
suceess depends upon the brand’s performance.

At the same time, the multiplication or prands and lines may force corpanies 10 hir
young, ingxperienced persons as product managess and, unwilling to g!amblc
guicomes OB nOVices, Lop management may de-emphasize the product manager’s
decision-making-function. The product manager's job may become redefined as
gathering information, communicating plans for approval, and monitoring
performance. i

In consumer goods, 2 product manager’s greatest concerns are distribution and
promotion for they constitute the means of moving goods. Whereas, the product
manager for industrial goods cannot ignore technical and design featyres. He has to
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consult with engineers and technicians just as frequently as with marketing people. . " Organising for
That is 10 say, iz new product development, the product manager (industrial goods) New Praduct Development
is more likely 1o be in an'intermediary position between technical and marketing

divisions, and, thus, can be more effective in integrating diverse functions. This

integrative role is much more necessary in industrial than in consumer goods.

A matrix forni of organization is another alternative posmbtl:ty in scttmg
responsibility for new product development, This form is the result of adding market
managers to the product management system. The market manager concerns himself
with all preducts moving into the market ~ver which his responsibility extends-
market such zs industrial goods’, consimer goods’, or a geographic area. The
product manager fooks after the produet distributed and promoted in all markets.
Such a matrix is shown in Figure 5. ’

PRODUCT MANAGER o ] MARKET MANAGER
Market | Market 2 " Market 3
Product A j
Product B
Product
Figure §

New products. can be developed and introduced by either the product manager or
market manager, The matrix form is most effective when spcclf;c fparticular products
or groups ot products can he ntied to the different markets, Conse ._tently, each
preduct maneger, in effect, divides respousibility with each mdrkm tnanager in-a
product-market segment. .

The matrix form of organi.ation iends itself to checks and balanre< It seems to run
on the assumption that two hands are betier than one, for onc always watches the
other. But, at the same time, the system contains duplicatic of ¢”ort, conflicts of
interest, problems in communication, and other generzi it-ticultiss «f managing,

3.3 STRUCTURAL UNITS FOR NEW
' PRODUCT DEVELOPMENT =

In small companies, new product development is often handled by the existing units.

There is not much change in the day-to-day functions except that the company may
have more persoancl and more products. But, large firms regard new produet
development as an on-going activily and organize specially 10 carry it out.

To set up the organization for new product development, the largc compames gither
rety upon the existing functional units or create entirely new structures.

The most commaon organizational units, established specially for new product
development, are ‘new product departments’, ‘new product committees’, ‘ad hoc
cormmitiees’, “venture teams’, and “task forces”.

These five formations can be differentiated on the bases of status-permaaent <
temporary — and responsibility lével - corporate, division,.or opecations.

Putting the five forms by permanency staius and the responsibility level, we can have
eleven possible stristural units. '

Ouly ‘new product departments’ siwt "o product comnitices’ are permanent in
status. Also, the ‘new product deparin.a’s’ can be at all the three responsibility
jevels — corporate, division and operations. But, the *new product committees’ are
generally only at the corporate and division levels.

From among the temporary structural units, the *ad hoc committees” are possible at
ail the thiee responsibility levels; the ‘task forces™at the division and operations.
levels; and the 'venture teams’ only al the corporate level. Figure 6 depicts all the
eleven p0551b]e new products development units.
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Produst Mauagem-n-nl -
Basic Cancepls

Status ) Struetural Unit ) Responsibitity Level
. ’ Corporate
Permanent - s Newy Product Dept. IHwision
. T Oporations
New Product Comm-..g-_—_-——______—-‘":_"f_""-_;__cmpﬂfﬂ‘iﬁ
S wiltee N Division
L Corporate
~Ad hoc Committee é‘)iﬂsioﬂ
/ ) ‘ - Oiperations
T'empora-ry oo ~~Task Force __—_____________—___-_— Division
’ = Operations -
Venture Team - - Carporate
Fig. 6

Each of these unit cenfigurations is unique and can be identified by its characteristic
feaiures. ' '

New Product Department : :
This is & unit at either the corporate, or divisional, or operational level.

At the corporate level, this unit is positioned to serve all the divisions within the
company and reports to top managerment. It is often the largest, single unit in the
company dealing with new product development. 1t has a permanent, full-time staif,
consisting of both technical and non-technical personnel, Firms that need a vital roie
of technology in their new product development efforts may attach a technical
laboratery Lo this unit.

At the divisional Jevel, this unit initiates and coordinates new product development
for a division’s groduct lines. It may be a centralized unit reporting to a divisional
manager {in case when the unit itself is of a division stature), or a ngw products unit
may be ‘attached to each division. This unit is usually staffed with permanent, fuli-
time managers who may fall back upon the services provided by functional areas,

At the operational level, the new preduct department reperts to the head of a
specific product group. t is usually a one-person department —- a manager who
usually works alone. Such a unit is most desirable when a quick response to the
needs of individual product lines is required. 1t is closer to operations and the new
product manager depends upon the functional units of the division to carry cut all
projects. :

New Product Committee : .

It is usualily at either the corporate or divisional level, Therefore, it has a permanent
status. It comprises of members from different parts of the organization who do not’
work Tull-lime on new product development activity. Still, the committée has
continuity and, at times, has responsibilities similar to'those of a new product
department. But, its role is advisory.

Ad hoe Committee :

Such units are set up to pursue specific tasks. They may exisL at every level —.
corporate, divisional and operations. They are composed of specialists needed to
rnanage certain aspects of new product development activity, such as hrainstorming
{to generate new product ideas), sCreening., coordinating test mavketing, etc. The
committes operases on a part-time basis. After completion of the task, it is dissolved,
Thus, it is only temporary in status, and lacks continuity. '

Task Force : )

A task force is established to perform both integrative and coordinating functions.
This is a special unit of sperialists which works directly with the functional areas. It
existsonly tilt the life span of a project. Thus, this unit is also temporary in status. It.
is usually formed at the divisional or the operational level. :
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Venture Team ' : . oo . - Organisiag for
This structural znit, 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 arc completed,
they are a part of the operations gither as new divisicns or as parts of the existing
ones. The venture team is a temporary arrangement, discontinued on conclusion of
venture or failure of a project.” ' '

3.4 FUNCTION OF THE NEW PRODUCT
DEVELOPMENT UNITS

Theoretically, when diilerent types of structugal units participate and share
responsibility in new product developgien FaChmay, ook alter a separate funcuoen.
But, in practics, all lypes take par Yin R Aevelof ni%ﬁmﬁi.lsﬁqucns&&.ith varying
extents of involvement. Fpr example, thgloliowing tabls shiows that 1he new produet
department has a High invdlvement in the screening. of new product ideas compared
to a task force or verture team. Whéreas, in cammercialization of new priiduct, the
iavolvement of a veniure téatn s as much as-that’of a new product ‘depattment.

Table
New Product New Product Department Copnondes,
Development oo | New Broduet/ . Task Venture
Stage Corporate Divisional O_pgratij'ona't o oAd ly'ic 1, Force “Team
- : T i
Sereening . H "B CH - B | L L
Scheduling/ | H H M s }
Budgeting ' A
Produet oM M L L o0 M
Testing '
Test Marketing oM M\ . L
Commercialization 3. &M M, . L

H : 50% or more involvemes. ]
B - 509 to TG involvement
L - Less than 50% inveivement

Activity 3

(A} What types of industrial units are existing-in y@'ur';tew;qs-h@;ﬁﬁfétndﬁs_tr,ial area
Slosest to your township? List them. Study where the responsibility for mew
product development has been set in them — gorporate, divisional.: or

operational level. Then, complete the fo]lewin'g matrix; .

Industrial ~ New product development al

Unit. Corporate o Divislon | - Operations
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Product Manapanent -—
Basic Contepts

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

a) In case of industrial products, new product development responsibility is set

abthe ovvieviivanencnnn. s

..... .. level

b} In case of consumer non-durables, new product development responsibility

AT AR | -

¢) In case of consumer durables new product development resp
atthe ... ivevnnss Gy e ..

. levell

ansibility is set
e level.

d) In case of services, new product developiment responsibility is set at the

tevel.

Activity 4

Develop a table — as given in 3.4 -— on the industriat units studied in activity 3 A.

3.5 SUMMARY

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

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

nto successful

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

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

nit discusses the ’

advantages and disadvantages of the differcnt organisational arrangements for new
product development and also cxplains the concept of product develgpment units as

an alternative to traditional organisational arrangements,

3.6 SELF ASSESSMENT QUESTIONS

1) Do'sma!l firms that marufacture one or two products need to be
about developing aind managing new products? Why or why not?

2) When is it more appropriate to use a marketing manager than an
_for new product development?

3} How do skills needed to manage a new preduct.differ from thos
manage an existing mature product?

concerned
R&D manager

e used to

3.7 FURTHER READINGS

Cardozo, R (1982), Product Policy : Cases and Convepts, Reading, Mass : Addision

" Westey
Yoram J. Wind, “Product Policy™ Concepts, Methods. and Strajegy.
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BLOCK 2 NEW PRODUCT DEVELOP-
MENT AND PRODUCT
 MANAGEMENT

Development and marketing of new products:and services constitutes one of ihe
most important activity areas in Product Management. The successful generation,
evaluation and implementation of new product ideas require using systematic
precesses 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 adopiion process and
the diffusion of innovation, explaining the differens classes adopters and their
charactéristics. Unit 5 underlines the importarce 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 glaborates upon ihe
various techniques of idea generation, methods of screening thern and connecting
+iable ideas into product concepts. Unit 7 explains the need for economic analysis
of product concepts, and describes ihe’ 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 marketing of
new product and the process of new product taunch, :
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UNIT 4 DIFFUSION OF INNOVATION

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

@ Give an overview of the consumer adoption process for new products |

. & Describe the various classes of adopters alongwith their characteristics

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

- Structure

4.1 Introduction

4.2 The Adoption Process

4.3 Classification of Adapters

4.4 Diffusion of Consumer Innovations
4.5 Diffusion of Industrial Innovations
4.6 Summary

4.7 Self-assessment Questions

-4.% Further Readings - ;-

41 INTRODUCTION

The decision to adopt a new product may be made by an individual, by a
household, or by a buying cenire within an organization. Individuals decide
purchase of garments, shoes, cosmetics, personal care ifems, ¢tc; households decide
purchase of a TV, car, ete; and buying centres decide purchase of COIMPULETS,
office eguipments, etc. In each case, the decision of adoption is itr the buyer’s
hands, not the rnarketer’s hands. Therefore, the ‘behaviour of the adopters of new
products has a strong impact on their success/failure, tesides the characteristics of
the new products themselves. :

As per Xotler*, **Adoption is the decision of an individual to become a regular
user of a product’, The adoption process, on the other hand, focuses on, *“the
mental process through which an individual passes from first hearing about an
innovasion to final adoption’”.* Diffusion, here, refers to ‘the spread of & new idea
from its saurce of invention or creation (o its ultimate users or adopters. And, ‘‘an
innovation refers to any good, service or idea that is perceived by someone as
new’.*! Ianovation takes time fo spread.

4.2 THE ADOPTION PROCESS

Both the individual and organizstional buvers may pass through various mental
stages before deciding to adopt a new product. They may move from no
awareness, fO awareness, to interest, to evaluation, to trial, and finally, to
adopticn. These siages are very similar tc what is. known as the ‘*buying decision

" process””, The adoption process is, actually, a special case of buying decision

making when the product js an innavation. Rogers and Shoemaker*? call it the
sinnovation-decision process”. The original model for this process was as
follows* ¥

= Kotler, Philip, AMarketing Managemeni: Anuilysis. Elanaing, implementution, and Control, Sth ed.
{Maw Delhi: Prensice Hall of India Private Limited, 1988), p. 439

" Kotler, M;rrfs‘ering Munpgemeni, p. 419,

«% Rogers, EM and Shosmaker, FF, Commuricaiion of Innovatior, (Mew Yaork: Free Press,
19713, p. 9. - . .

" *3 See E\'rerett‘ M li{}gers. Diffusion of Innovasions (New York; Free Press, 1962}
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New Producf - - ® Awareness stage—The mdmdual becomes aware of the new product but lacks

Develogment and : * information about it. . _
Product Manegemnt .

i ] Interest stage—The 1nclwtdual develops an interest in the new product and

seeks information about it.

® Evaluatmn stage— The individual consulers his present and future neadé and
decides whether of not to try the new product. :

@ Trial stage—The individual tries the new product (on a small scale) P
determine its utility. -

® Adoption sta’ge-—-The individual uses the new product regular!y;

This model suggests that the new product marketer shmuld thmk about Hew to
fac:llltate congumer transition thrcugh these stages.” :

For any new product or service, little or no awareness exlsts at first.. Po tentiai -
adoptets have to be informed about it through promection - advertising, pubiicity,
public relations, etc, Successful introduction of a new product depends greatly on’
its characteristics, benefits and the perceived risk associated. Therefore, gffective
‘marketing communication is the key to achieving positive interest, evaluation and -
trial by consumers. Innovatlve sa.les promotlon technlques rnay generate he
. roqmted trial, - . S

An appropnate example of a successful introduction of a relanvely expensive new
product 1s the video cassétte recorder (VCR). Domestic sales, in Japan, umped
from only 30,000 units in 1976 to.1.4 million units in 1981. By 1983, Japanese
manufactirers alone produced over 18 million units. And, by 1985, VCRs were
* found in about half of all US homes. The characteristics of the product also
allowed consumers to move qmckly to. adoptmn besides cffectwe marke [ing
communication, .

Activity 1

How has the concept of adoption process affected the practice of marketing in
your firm or any othér firm that you are famlhar w1th ? Dlscuss it with [respect to
2 of your recent product/servnces .
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4.3 CLASSIFICATION OF ADOPTI RS

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 shorpest

- possible time, it will give a distinct advantage to the innovating firm. Rogers® has
‘observed that adoption, when plotted over time, approximates a bell-shaped curve.
(Refer. Figure). This suggests that. acceptanoe ‘of a new produ-:t by buyers is
“normally” dtstnbuted in ttmc :

People differ markedly in their readmess to try new products. Rogers defines a.
person’s “innovativeness’’ as ‘‘the degree to which an m(_hvtdua] is relatiyely earlier
An adopting hew ideas ..... ** And, he has classified adopters in accordange with the
time they first began to use the new product — innovators (the first 2% %)| of the
buyers to adopt the new product), early adopters {the next 13’/1%L early majority.
(next 34%), late majority (34“’:), dnd laggards (thc last 16%)

* Kotler, Ma'k«nu mer p M0,
* Rogers, an of fencwitions, pp. 159 - 164.




Inrovatorns -
-y Early Early
Adopters Tiajority
%

13.5%
Diffusian of innovetion

A popularky priced new product, ¢.g., Nirma or Promise, can persuade more
people to become innovators or early adopters. But, in case of TVs and VCRs,
people adopted them as soon 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
vefore it is widely promoted or distributed mainly because of high interest or high
need. They are venturesome as they take risk with new preducts. But, such first
people to buy a new product arz only a small proportion (2¥2%) of the iotal
market, The early adopters follow their lead. '

Early A'doplers

Although they don’t adopt the new product as quickly as innovators, stifl early-
adopters try the new product very early in its life cytle before a large number of
people accepling it. This way hey become opinion leaders who can influence the
later adopters and, thas, affect the new product’s success/failure.-They are not as
venturesome as innovators for they adopt the new product more carefully.
Marketers are keen to reach them to generate a favourable word-of-mouth
communication. Reaching them miay not be difficult. For example, marketers of
female cosmetics know that their early adopters zre likely to subscribe 1o a
magazine like Femina. 50, they can place their first ads in that. Or, they would
know what types of retail cutlets these people freguent. So, they can place the pew
product at those stores for display. and/or sampling. The retailer has to be taken
into confidence, of course. : )

The Early Majority

They, one of the two biggest groups of adopters, adopt the new product only after -
it has been accapied somewhat widely. Still, they are before the average person.
These people see more 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 Laie Mzjority

They are sceptical and, therefore, adépt a new product only after & 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 gsing
it. For example, the older people adopted jeans much later than the younger
Buyers. In the life cycle of the new product, they become nsers in the late growth
or early maturity siage. : )

Laggards

© Some new produgts may turs out to be too. expensive or of no need for some .
‘people. Of, some people resist the new preduct, may be because of tradition. and -
‘adopt it only when it becomes a tradition. For example, some people still believe
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- benefit by studying the characteristics — demographic, psychographic and

© even those who are generally receptive to new products are.not necessar
. the early adopters. They may be conservative when it comes o spending money

different brands, eic. But, this seems to have greater imporiance during

risky buying situations.

product life cycle.

that TV is bad for eyes; neem stick is beiter than- toothbrush and paste;

cotton is

hygienic to wear; pure ghee is the best cooking medium; syntheric drinks are bad
for health; shampoos cause hair faliing; etc., stc. Lappards are not timigd. They are

more likely to be disinterested, tradition bound or out of reach. Therefq
depends 2 loi on the new product’s characteristics also.

re, it

What does this classification suggest to the innovaiing firin? Seems, tha it can

inngvators and early adopters and targeting marketing communicaticn 3

rnedia— of
t them. -

But, are there clearly identified innovators and eaaly adopters? Oi, is there a

definite way of knowing who are innovators and early adopters 7 Os, ig
something called innovativeness? Iz faci, an carly adopter of new fashig

there
n wear

may be a laggard when it comes to an innovation tke dispesable camera. And,

and iaking risk.

Therefore, the marketer should iry to identifjf the characteristics of immd

ly among

vators and

carly adopters in his produci/customer class, For example, innovative hpusewives

are more gregarious and vsually higher in social status than ron-inmova

ive

housewives. Rogers has offered the following hypothesis about early ad bpters:

““The relatively earlier adopters in & social system tend to be younger in

cperations, and a different type of mental ability from later adopters. H

age, have

_ higher social stztus, a more favourable financial position, more specialived

arlier

adopters utilize information sources that are more impersonal and cosmppolite '

than later adopters and that are in closer contact with the origin of new
Earlier adopters utilize a great number of different information sources

iceas.
than do

later adopters. The social refationships 'of easlier adopiers afre more cosmpolite

than for later adopters, and earlier adopters have more opinion leadsrsh

At the same lime, personal influence aiso plays an imporiant role in thy
process, a¢ an individusi’s attitude or probability of purchase may be af
enother individuai’s statement regarding the -new product. For example,
may consult =ach other for ‘opinions on new products, about the guality

“‘evaluation” stage of the-adoption process than in other stages. Also, i
have more influence on late adopters than early ones, and it is more he

Activity 2

Can you identify and describe the innovators and early adepters: of you
products/services? Who are the opinion leaders ?

ip”™*.

adoption

fected by

women
of

the
SCEMS 1O

piul in

4.4 D_IFFUSION OF CONSUMER INNOVATION

The diffusion. process describes how an innovation spreads among poten;
and users, Whether diffusion proceeds guickiy or siowly is governed by
usage. Therefore, the diffusion of an innovation bears a strong affinity

*Rogers, Diffision of Innovations, pp 124113
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‘Ianovations in consumer products <an be both in goods as well as in services.

Thesr adoption usally refers to irial and continued usage by individudl consumers.

However, their adopiipn is the result of the features of the innovation ftsedf whxch
_ may hasten or.refed the diffusion process.

Some products are almost immediately accepted, for example, ‘Maggl’ noodies,
whereas others take = long time, for example, ‘Bryloream’ bair cream, Therefors,
it shows thar the charactsrisiics of the new produci affert its rate of adogtion.
Rogers® suggests thai the following five chare~trristics are especially imporiant:

a) Relative advantage: The degree to which the new product appears superion o
existing producis. For example, the greater the perceived relativé advantage of
home, computer, say, in making budgetsg education of Clil]d[&’il, etc,, the fasier
it will be adopied.

by Compatibility: The degree to which z}-e neEw pmdu + matches the values and
experiences of the individuals in the society. For example, high-tech audio
systems are highly compatible with ibe kife styles of the upper-income group
mémbers,

¢} {omplexity: The degree to which the new product is relatively difficult to
understand or use. For example, horme computers are difficuit to follow and
use and, thus, may take 2 longer iime to penctraie Indian homes.

d) Divmblhty The degree to which the new product-may be tried on a limited
basis, For exampie, the avaalabiliw af computer education at reascnable prices
may izcrease the rate of adeption of home computers.

€) Communicébili%y: The degres to which the results of few preduct’s use are
' observable or describable to others, Forexample, the advaniage that a
computer can be demonstrated #nd described has helped it in quick ACCEDLANCE,

Some other characteristics, .1ke, initial price, technologlee! credibility, and sacisl
approva' also influence the adopiion rate of a new product.

4.5 DIFFUSION OF INDUSTRIAL INN_OVA.TIéNS

Industrial innovation is of two types: products and processes. These new products
and processes are guite sensitive to factors of price and gquality, and potential
returns. Therefore, the rate of diffusicn varies widely depending upon the industry
and particular innovation ‘n question. Flowever, in general, diffusion of industrial
innovations is a relatively slow process. For exampie, studies reveal that
innovations like iron and stzel, coal, petroleum, and railroad icok twenty or more
years before they were adopted by ali majot {irms. 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 industrial innovatjon.

The speed with which a new industrial product, or process, is adopted, according '
to Mansfield®, is determined by the following four factors:

’ a") Feonomic adventage: New products or nrocesses that are perceived to be
“more profitable will be adopted more rapidly than those with lower expegted
sturns. -

b) Commitment: It is definsd, here, as the amount of investment necded o install
" a new product, or service. The probability of adoption decreased with the
inereass in commitment: With more money involved, firms become more -
consarvative,

*Mansfield, Bdwin, fadstrial Research and Technological Innovagion (NY : W, W MNorton & Cc.,
15€8), pp. 133- 136
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¢) Uncertainty: It is the extent to which things can go wrong when a new
product, technique, or process is used. But, it may seem little when the initial
investment is small, or when the returns are expected o be large|

dy Risk reduction: Tt involves diminishing initia! uncertainty with respect ic a new
product’s, or précess’, performance, Supposediv, the amount of risk reduces
with iime as experience grows.

Adoption of industrial innovations is also influenced by the buyer organization’s
characteristics, like, size, economic strength, need to change, and agg, sducation,
values, and attitudes of its adminisirators. :

4.6 SUMMARY

One of the underlying concepts of the diffusion process is that different consumers
adopt an inncvation at different times after it becomes available. Fgr analysis,
adopters are classified as innovators, early adopters, early majority, |late majority,
and laggards, according to when they adopt or their propeasity to adopt.
Innovators and early adopters exert a word-of-mouth influence on gthers.
Adoption raze of an innevation depends upon its dwn characteris:ics as.well as the
characteristics of the adopter unit,

4.7 SELF-ASSESSMENT QUESTIONS

1) Do you see any cifference beiween ““adoption” and “diffusion’] in reality 7
Give reasons.

2) . Discuss the Tole and effectivensss of nass media in achieving adoption of a
newly introduced service.

1) What is the difference between the factors influencing adoption|rate of a
consumer 4ew-product and those influencing adoption rate of an industrial
new-product?

4} What is the basic difference between diffusion in the consumer [field and
diffusion in the industrial field 7 Why is this difference? '

Project {)uestion

Some writers have siizgested that smail firms tend 10 be most progr
firms are most consérvative, tied in'red tdpe. Examine this hypothe
out how and why do thes¢ phenomena affect innovation adeption B
large firms. '

essive and large
is and bring
y small and
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UNIT 5 INTEGRATED APPROACH TO
NEW PRODUCT DEVELOPMENT

Dbjectives

After going jlhrou.gh this a_.r.nit.you should be able to:

& Explain the need for intcgratéd management Iof new product cievelépmeni:
# -Discuss the integrated approach to new prdduct developmeﬁt _

@ FElaborate upon the crossfuncticnal nature of new product development

& Apply the mtegrated aporoach with Lhe kelp of principles described and cases
given.

- Siructure

5.1 Introduction -

5.2 Need for Integrated Management of New Produst Developmient
5.3 Integrated Managemen: of New Products

5.4 The Casc of Sintex Plastic Container

5.5 .The Case of Lara Publmhmg Co. Lid,

5.6 Sumnary.

5.7 Self-assessment Questions

5.8 Further Readings

5.1  INTRODUCTION -

The marketing environment in the 1990s is most likely to be quiiz different from
that of the 1970s and-early 1980, Increasing cowmnpetiiion, rapid changes i
technology, shortages in raw materials and snergy sources, and grester pressures
from consumer grotips and goyernmeni are among, the significant difierences,
‘Also, today's markets are mdfe 111;51 y andd precisely segmented, and products are
experiencing shorter life cycles —ithe manual” typewnter lived for 30 vears; the
‘electro-mechanical” typewriter for 16 vears; the “electronic’ for just 3 years and
the ‘word processor” has come in. The ‘glass vacuum tube’ lived for rearly 50
years from the turn of the century; the ‘transistor’ camc in $951, but, it was taken
over by the ‘semiconductor’ in (939 — jus after 8 years. The ‘microprocessor’ was
born in 1971; and, iz 1975, we had the ‘printed circuit board’; in 1976, we had the
‘super chip’. Next, already over the horizos, is the *256.K chip’ .and the
*¥ Generation’ computer.

The trend toward shorier life cvcles means that organizations have less time to
capture a market for themselves. So, they have less time to recover “their
investments, the risk of developing new produ;h therefore 1s greater.

lncrcasmg mﬂatlon also has varicus infheences on new product deve;opment, it
dramatically raises the costs of maierizls, components, labour, as well as the cosi
of marketing new products. Also, consumers defer purchases and even drop or
reject products, as prices go up. Faced with the threats of compe ‘tition and price
and wage conirols, the firm is prevented from raising prices to cover higher costs.
Hence, trapped in a cost-price squeeze, finn realizes lower profits.

The speed of competitive responses to new products is anociher factor t'ov be faced.
Therefore, the focus in new product development, in today’s marketing
environment; should shift from introdveing a2 wide variety and should emphasize
basic new products that serve coere markets, pariicularly products shat offer clear-
cut advaniages in price or benefits. Managers would be prudent to turn from
marketing a full line of products 1o offering only high profit items. '

In summary, the basis of new produci development for most finms, today, should |
be, ‘‘to maintain core business with minimum rein tvestient: in other words, to do -
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gvervthing possible fo maintain the health of the basic products ... the first step in
new prodnct development is .... (the) use of what vou’ve already go i

5.2 NEED FOR INTEGRATED MANAGEMENT OF

NEW PRODUCT DEVELOPMENT

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

Close-up is the first and only gel tooth paste in the [ndian market. Hindustan
Lever introduced it to appeal to the close-ups —mainly young people who are
concernied aboui their breath and the whiteness of their teeth. Till recently, it did
tiot enjoy a respectable market share (just 2-3.5%) in 2 Rs. 200 crore market,
Then, recently, after the intréduction of the blue 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 toothpaste of the 1990s.

Encouraged by the success of gel toothpaste and frustrated with their flnoride
toothpaste, Signal 2 {market share 3-4%}—(For a brand to break-even, it must
gemerate as least 3.3% market share, To make any money, the brand has to touch
397y -- Rindustan: Lever may develop and introduce a gel toothpaste that contains
Sunride and broaden the market by persuading parents that their children would
enjoy it iaste and still receive proteciion from cavities.

S0, tomorrow, we may have a gel tnothpaste combined with mouthwash, z gel
tonthpasie combined with fluoride, and a combined gel and traditionzl
joothpasiz - a gel war,

In general, & new product either implies a change in technology or a chones in the
market. In Table 1, we can distinguish ninc different combinations of these iwo
. change factors. - ‘

Tacknology or supply push {in other words, the indusiry) has been the major
orientation, in naw product development, (il recentiy, in Indiz. But, lately, it has
been raore Socause of consumer or demand pull Gn other words, the consumer)
that the new products have been developed and introduced into the market, for
example, Rasna, Nirma, Promise, Mahacola, ete, Their success is based on the
consuiner desire for. economy, value for moncy, low-price or
more-at-the-sams-price,

Takle 1
TECHNOQLOGY
Mo Change Improvement New

B[4 . 2 N

= Produst Product Product

e .
. ° re-launch re-formulation replacement .
5 Z .
“ 1= 4 R ) o 6
§ gg Praduct Product Product
‘ g re-merchandizing augmentation diversification

z 7 S g 9

2 New ] Extensive Extensive

nsage .- © differentiation diversification

Source : Mascarenhas, 8.j., Oswald A. J., New Product Development ! Iits Marketing Research and
Megnagement (Calcutta @ Oxford and IBH Publishing Co. (P) Ltd., 1987), p. 9.

= Harper, Ir., Paul C. *New #roduct Warketing . The Cutting Edge of Corporate Por . Journal of
Marketing, 40 (April 1976}, p. 77 B
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‘Typicaj examples of products corresponding to cells 1 to % are Wills F
Rin, Electric Waich, Diners’ Club, Silekha Executive Ink, Electronic
Dettol (as aftershave), Charminar Gold, and Electronic Calculators.

fter, Super
5as Lighters,

But, whether the strategy is technelogy push or consumer pull, t:‘herﬁi always a

substantial risk asscciated with new product devélopment. What is therefore

required is an integrated approach to the management of new product

development.

Activity 1 _

Using Table 1 classify the following products:

Portable colour TV, Atomized aftershaver, Jeans for older people, Vigks as a

balm, Liquid detergents, YCP with a recording head, North Star wearg, Park

Avenueé Shoes, Synt"letlc Khadi Music systems. : ’

3.3 INTEGRATED MANAGEMENT OF NEW
PRODUCT DLVELOPMEN T

C.M, Crawford* suggests the lollowing approach :t() an integrated maz_aging of

new product development;

A carefully developed and precise statemnent of new-products vou ‘‘wa
“‘do not want’ can help in knowing where you want to go. The wantg
seen {rom the unwanied products on the basis of competition, risk, te
geography, and distribution, “How exactly to reach” and ““when to rg
intended sbould also be known. In other words, the first and the most
requirement is a complete overall strategy which tells the product inng
exactly where they want to go, how txactly to reach.there, and when |
reach there, i

Communicating this strategy is the second step toward an integrated

nt*’ and you
d should be
hnology,
ach® where
basic
vation teams
hey plan to

anagement

interesi in

of new producl\de{rclopmemu Talk it out with the F&D pc'rsonnc], Mi personnel,

and others related fo.dnnovations in the firm. This may help in creati

the marketing, production and other personnel. The strategy should n
overconfidentialized. New product developmeni is a team effort, Secre
confusion among divisions and constant bickering. New product devel

_1equires a delicate merging of efforts, coopcranon and w:llmgness to

CONCessions.

Distinctly speliec out ihdividual responsibilities down ihe jine help red
organizational confusion. Organizational changes required for successf]
product development should not resuli in interdivisional or inter-depar
friction. For example, the friction between R&D and marketing depar
resuli from choosing marketing department for new product responsib
puiting the R&D department under its command. The difference in orn
should also be kept in mind. R&D may come up with products that m
cannot sell. Or, marketing research may forecast products/designs tha
render non-feasible, In any integrdied effort, cost and time should not
Oxganizational- confusion may cause losing delavs.

*Crawford, C.M., “'Product Development @ Today's Most Common Mistakes”, Univers
Business Devefopment, pp. 1-6 . : ’
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Entegrated Apprbmh to

From the top management -should also come support in terms of ideas, Tacilities,
- 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 product
development activity gets a total company commitment, it is doomed to failure..

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 noi be generated by only a few in and around the firm. Others’
need not take a passive stance. S

The new product development research budget should be related to the risk,

opportuaities, threats and strengths of ihe new product. Clearly specify the role of.
" the finumce area {as is done with R&D or MR areas) in this connection and :
indicate bow it fits into the overall decision process.

Finally, the flow of information — verticalty, horizontally, and diagonalty —as free
as possible and as honest as possible should help in managing the new product
development cffort in an integrated manner. The information system should not
report only what others want to hear. For example, if 2 product needs to be
phased out of the market, the marketing (research) department should net hesitate
or delay in urging the top management to abandon it, even though this product
may be the ‘cgo-pfoduct’ or the fondled ‘braid child’® of the Managing Dircctor.

 Activity 2

Why is new product development a cross-funciional activity within an
organization ? Study an organisation which has recently developed a new ‘product
and deseribe the cross-functional aspects of the N.P.D. Process.

5.4 THE CASE OF SINTEX PLASTIC CONTAINER
Today, the brand name Sintex has boecome synonytnous with tanks, and it
commands somewhere between 85% and 90% of the market. :

There were a number of unusua! inputs thal went inio the creation of Sintex and
its success. To begin with, Bharat Vijay Mills, Ltd. (in Kaloi, near Ahmedabad)
was 2 conservative company owned by two brothers, Arun and Dinesh Patel, It is
remarkable that they decided 1o trust their new project to a professional who had
parely cur his tecth ia the job market. Their gamble on Satyanarayan Banwarilal
Dangayesh was aided by the faet that the investment was only Rs. 50 lakh. It was
a simall amount in the perspective of their lextile operations. o

indesd, it was their textile business that had inspired he import of rotational
moulding {or ‘rotomoulding’) technology, The original idea was to produce textile
card cans. It is his (echnoiogy that explains the brand names Sintex: ‘Sin’ for the
sintering process in plastics and *tex’ for the proposed textile application. Being in
the texiile line, the management knew, it seems, that sufficient potential existed.

Though apparently sound in theory, the exzcution of the product concepl was
buffeted by siormy market forces. The primary hurdle was the pricing. As things
stood, 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 10
the buver mill. Since ihe product was buiky, the additional freight cost would: price
Sintex out of the market. E : E

Afier examining market heeds and costs, Dangavach decided that a more ’
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- and food processing industries, the concept of a one-piece ready-made ph

~But the seeds of the idea were sown in Dangayach's head earlier. Origin

proﬁtahle use and the future for such technology lay in the bulk storage

of Houids.

~-As a first step, he therefore, decided to enter the field of industrial contajiners used
. mainly to store liguid chemicals.

The traditional methods of bulk liquid storage were two: a majority wers) ruetal

“tahks lined with either polyvinylchloride (PVC}, poiypropylene (PP), fiby

N

i

reinforced plastic (FRP) or rubber. The other method was fabricated plastlc tanks,

But, both resuited in frequent Jeakapes. Therefore, the maiitenance costs
-high and production was affected.

Since the major buysrs would be from the chemical, electroplating, phars

was exhibited, for the-first tirne in ChemTech *75 in Bombay. The Coinj
backed this and other similar promotions by advertising in chemical mag:
despatching 25,000 direct mailers.

By 1977, the chemical industry was beginning to buy the idea of Sintex t3

WEIe

raceutical
stic tank
ATy
zines and

anks, Aid

Sintex began to move fowards the second application in the same year —that of

material handling. Here, again, Sintex was able to provide readymade an

d 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 turnover was not growing as quickly as he would have liked and the
was still not financially independent.

There were 1wo major limiting faciors. For one, it was unlikely that the
would even rise dramatically, Moreover, since the tanks were custom-bui
sack required 2 preat deal of leg work — standardization wasn’t simply po

division

nrders
t, each
ssible,

At the same time, the market was facing a severe crunck in cement and steel
supply. Could the vorupany find an application that would replace the use of these

materials? After extended brainstorming it was decided that an answer m
plastic water tanks.

Architects reacted negalively for they did not want to standardize on one
black shape. for aesthetic reasons. They also viewed it as a dirty product.
colour could ot be helped as it is essential to counter uitra-violei rays.}

ight lie in

single-
(Black

ally fromt

Bombay, he remembered that water supply faifed at home because of ingdequate

storage in the overheads tanks. Tanks, therefore, are required — bigger, b
more and more. He, intuitively, thus, knew that it was a golden idea —ey
market research study said that the product would not sell.

His iogic was simple and the rationale integrated. Where did an urban Iy
water? In overhead tanks, underground tanks ard, inside the nouse, in %

The tanks were of mild steel (435) and reinforced cernent concrete {RCC}.

drawback with MS tanks is that the water gets polluted with paint and r
tanks, on the other hand, tend to make water on RCC tank develop crag
forms. And if a person added another floor, he could simply dismantle 4
tarik and instal it on llhe next floor.

Therefore, Sintex Plastic Containers went ahead with Sintex water tanks
rest is histary. The division’s turnover in 1975 was just Rs. 3.16 lakhs. I
after the coming in of the Sintex water tanks; it rose io Rs. 4.2 crores, 4
1988-89, it recorded a turnover of Rs. 34.2 crores. A perfect example of
integrating technology, producnon finance and marketing to develop a o
product.

Activity 3

2) How does the product developmeni process at Sintex mdke use of the| -

integrated approach.

b} Wllat in your view are the reasons for this product concept being st
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5.5 THE CASE OF LANA PUBLISHING 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
oniy years laier. Casualties in the 19805 have been high and well-known names
have either gone under or barely manage o limp along— one-time success
‘Madhuri’ is no more there; youth magazines, ‘J5' and ‘Youth Times' were gone
even before that; “Tlustrated Weckly of India™ does not enjoy the same glory
today as in the past; ‘Cine Blitz’, *Movie’, *Star & Style', etc., ¢tc., are just
managitg to limp aleng. The only exception of the *80s is undoubtediy ‘India
Today™.

Through zil this, 1.ana Publishing Co. Lid., has prospered and grown. After the
launch of ‘Stardust’ in 1972, an eight-year lull followed as Mari Hira sei about
establishing the infrastructure for his subsequent ventures. Today, the claimed
combined circulation of all Lana Publications — Society (1980}, Savvy and Show-
time (1984), Island (1987), Parade (198%), Hindi and Gujarati editions of ‘
Stardusi — is over 6.6 lakh copics. Lana turnover in 1989, according to Hira, was
Rs. 14 crore. ' I

All this has heen possible because within a few years of the Stardust launch, Nari
Hira realized that a one-magazine company without any hasic infrastructure would
find it increasingly difficult to survive. He hegan, in 1972, by depending on outside
agencies for distribution, space scliing, as aiso for printing an% processing. He set-
up Lana’s own sales nciwork in 1478, realizing that an ouiside distributor could
never be expected 1o push sales in smaller towns where he did not have his own
infrasiructure. And seiling in smaller towns was cssent’al for a popular magazine.
([i was Stardust that began the Bombay tradition of hawlkers selling magazines at
" traffic lights. T'oday, this channel accounts for 209% of Stardust’s sales.)

Similarly, he gave up his reliance on space sellers to have his ewn full-time

advertising representative because, understanding their psychology, he knew that

space sellers would find it more worthwhile 10 push ads for Stardust rather than
" any new magazine he might launch. :

Activity 4

How has the imtegrated approach to ‘product development helped publishing face
competitipn effectively. Discuss o

5.6 SUMMARY

The unit intensc the importance of new products for survival and growth of an
organisaiion. Increasing competition and shrinking product life cycles have made
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innovation a necessity of corporate life. What is even more important is
organisation, in view of the cross-functional nature of the new product

development process, should adopt an integrated approach to it. The uxn
the approach and illustrates it with the help of two case studies.

that the '~

it discusses

5.7 SELF-ASSESSMENT QUESTIONS

‘1) What are the reasons for shorter product life cycles experienced tod

what implications does this trend have for the new produci developr

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

3} Why is it important to have an integrated approach to the new pro

ty and -
nemnt.

the

st

development process.'Can you give examples of new product failures that can

be attributed to the lack of this approach.

5.8 FURTHER READINGS

E.A. Peésemier, Praduct Managemeril, Strategy and Orgenisation (NY @

Wiley and Sons, 1977).

R.R. Rothberg, Corporate Strategy end Product Innovation {(NY : The
1976.) .

W.5. Sachs and G. Benson, "Prbducr Planning and Management (Okla
PennWell Publishirig Company, 1981.)
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UNIT 6 GENERATION, SCREENING AND
DEVELOPMENT OF NEW -
PRODUCT IDEAS |

Objectives
After reading this unit you should be able to:
e discuss the various techniques used for generation of new product ideas

- @ describe the sources of new product ideas

@ cvolve and evaluate criteria far screeniug of new product ideas
® explain the different methods of screening new product ideas

# explain the development of a_new product idea into 2 prodi.lct concept

Structure

‘6.1 Introduction . _ :
6.2 innovation 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 you heard of zoom lenses? One of the great advantages of being new in a
company is that you dre thoroughly unawnare of what cannot be done. 1 thought a
zoom camera was something that you used for football games. That way my
image — an extraordinarily expensive object. One day I was in the lab : nd there
was a zoom lens. 1 had never seen one in my life, and I put it up to my eyes,

and —well, it is a very dramatic thing. They explained to me that this was not
applicable 1o consumer products, because i 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 cruge medification? 1
{hink we would probably spend § 300 on it.”’ I said, ““Well, suppose we ‘do that;
because my rates come pretty high, it will cost at least $ 500 for us to continue
this discussion for another hour or two, so let’s just do this.” 1 took this camera
home. At a dinner party that night, I put my zoom lens on the piano, and I asked
everybody coming in if they wouldn’t participate in a very sophisticated piece of
market sescarch; namely, to put the camera to their eyve. To the men, the reaction
was extraordinarily enthusiastic: **My, this is marvellous; I've never seen anything
like this in my life.”” We did this for about § 500 ..., If more industries would try
out new ideas on a low-cost basis, perhaps their expeciatior.s of ‘what the market
will bear would go up™* '

-This story by the former president of Bell and Howell (LISA) tells how one

product idea was developed based on creative jusight. Sometimes, creative thinking
and a crude prototype may influence new product development, as it did for the
Bell and Howell zoom lens, - '

PG Peterson, “*Some Approaches to Innovation in Industry™, in The Creative Organization
{Chicago: University of Chicaga Press, 1965) pp. 191-192, ’
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6.2 INNOVATION AND THE NEW PRODUCT

DEVELOPMENT PROCESS

Sometimes, innovations are by accident or luck, such 25 ‘the vulcanization of the

rubber process— discovered when a rubbery mixture was spilied on a by
The world’s first and, perhaps, the only floating soap, lvory, was Just

0l stove.
made when

for the ice.

a mechanical mixer was left on overnight and whipped up raw soap n{{c}ials intc

a hghtwelght cleanser. Necessity, it seems, was the mother of inventio
cream seller who ran out of paper cups and rolled pancakes ints seivi

the first ice cream cones.

However, these days, when innovations require sizable financial invest
other resources for support and eommercialization, most innovations ¢
serious research and development efforts undertaken with the support
organizatipﬁs. The hoblyist-inventor may still enjoy considerable suce
has become an increasingly rare occurrence. ' .

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

new product ideas generated?”” The new product development process
rather guick, the resuit of a sudden flash of insight. But, in case of th

g COnes —

ments and
ome from
of formal
ess but this

“*How are
can be
e .

development of highly technical products, say space: satellite, the pchss can take

years. Still, in some cases, the development process can take long not
because of technical coraplexities but because of market resistance {o

product. Customer acceplance can be {ound Jacking even when the ne
has an advantsge that will eveniually succeed, for ¢xample, instant co

s much.
he new

w product
Ffea.

" The standard new product development process model comprises the following

stages: idea generaiion, ldea screening, Coneept development and iest]
Mearketing-strategy development, Business analysis, Product developmeni

testing, and commercialization®. This uait is concerned with ouly the
stages, i.z., Generation, Screening, and Development of New Product

Activity 1

Study the tew product development function of two organisations that ¥
familiar with. Let one of them be 2 consumer products manufacturer an
service industrial product manufaciurer. Analyse whether the new produ
development process was started.

a) in response to a consumer need
b) in respouse to a new scientific/technological discovery
¢} te wtilize excess resources for each of the above cases,

g,
, Market

first three
Ideas,

ou are
d other a
rt

*Katler, Philip. Marketing Managerment Anaiym. Planning, Impienicniation, 2nd Control, 6th ed,

(New Delhi : Prentice-Hall of India, 1959).
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6.3 GENERATION OF NEW PRODUCT IDEAS

A formidable array of idea-gencration technigues are at the marketer's _disposai.
Bach technique hias its assets and liabilities, but no one ®chnigue is universally
better chaw the others. -Although ail firms shoukd strive for an orderly, market-
directed approach, they are constrained by their individual sitzaiiobs. Management
‘should then choose those idea-generation techniques which are most compatible
with corporate goals and circumstances. Corporate product objectives, financial
status, persopnel and plans for future growth may all affect this decision.

A manufecturer of canned soup might need some pioduct maodifications tc decpen
fnis tine. To find ideas he might use morphelogical analysis to see new taste
combinations, or possibly benefit-siruciure analysis (o discover unmet gustatory
needs, Conversely, a manufaclurer of aiceraft, needing a new type of aktimeter,
might find his best answer in sypectics.

Large, well-heeled firms with market research departments might find rigorous
henefit-struciure analysis 2 viable alternative, and maximise their investment using
it. Smaller, poorer firms may have to make do with less elaboraie rescarch and
more individual creativity; perhaps through braiustorming or iransfer analysis.

The individual psychologies of the firm's execuiives afé also a constraining factor.
Are executives imaginative? Can they work togeiher with a minimum of
interpersonal friction? Mot all firms posséss the kind of -personnel who can use -
brainstorming or synectics effectively. Henge, the utility of rather mechanical
techniques like marphological analysis.

Finally, one should note that some of these techniques might be used effectively in

tandem. We can see how conjoint analysis somplements benefit-structure astalysis.
Might not the psychological freedom of brainstorming enhance a technique like
attribute listing or transfer analysis? Synectics desls with needs in broad terms, and
would be of use to the firm which defines its proeduct in similarly broad terms.
Conjoint analysis might be of use in converting a vague product idea into a
‘product concept acceptable to the market. Clearly, a creative approach is _needed
for the creative process. '

Activity 2

~ Why are the following products emerging now and how far do you think they are
likely ta go ’

| a) Milkfood Yoghurt
by Ceasefire (fire exiipguisher}
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and Development of
WNewr Product Ideas




New Praduct )
Development and
Product Managemeni

6.4 SOURCES OF NEW PRODUCT lII_)EAS

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

. firms differ greatly as to where they concentrate their efforts for outside 3

Table 1

Inside Company Sourtes 'Outeide Colmpar_ny Sources
Sales personnel ] ; o Customers
Marketing personnel ' ' . & Competitive products
Research and development K Foreign oroﬁlucts ‘
Top management exeégutives ’ I Consultants ' _
Production department . I Adv_ertisinglagencies
Purchase department \ o . . Researchers/Inventors

. Customer service givision . ' Dislribuiion.channe!s
Employee suggestion system - ; Public — unsolicitod ideas

* structured to unstructured’ procedures

The research for ideas is not random The corporanon 1tse1f can serve as
for exploration. The organizational plan can be used to seek directions in

to begin with, there are a host of possible new product idea sources: inside
company, such as company sales people, scientists {employed in R&D), to
managcment elc.

As such, all employees of a compary are potentlal sources of new produc
But, some are more productwe than cthers. For example, marketing, sales
technical research personnel are generally the prime originators of new pra
ideas.

Sources for new product 1deas exist outside the company also. “These exten
sources are mumerous, such as customers, competitors, channel mexﬂbers,

and the extent to which external 1deas are sought after and used.

Table 1 summarizes the ma_]or sOuTCes of ideas both ms:de and outside th
company.

1 guide
the most
to say,
the

>

ideas.
, and
duct
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but the
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6.5 METHODS OF GENERATING NEW PRODUCT -

IDEAS

New product idea.s can be generated both directly and indirectly. ‘Both approaches
can be undertaken simultaneously and can vary from hnghly structured, and loosely

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

oups and. _

the consumer survey data for the techniques, eg., Forced Relationships, Transfer

Analysis, Brainstorming, Motwatlm Research, Market-gap Analysis,
Multi-dimensional Scahng, ete.

Indirect methods refer to the ‘synthetic’ methods, methods that are used f
purposes but, with liitle 1ngenu1ty, they can be employed just as well in
exploration. For example, Quadrant Analysis and Magnitude Estimation |

or other

ave been

used in produci testing. Consumer Engineering integrates the processes and results

of exploratory consumer studies, such as Focus Group Interviews {which
clues to consumer needs and problems, and then‘ solutions) and technolog
forecasting techniques,.such’as Deiphi. S

hrew up
ical




Table 2 summarizes both the direct and mdlre;:{ methods of generatlng new,

product ideas.

Tabié 3

Direct Methads

Individual Techniques

Morph ologica!
Analysis

Consumer Surveys

" Group Technique_s

_Indirect Methods

Adtribute Listing

Heuristic 1deation
Techuioue

Forced Relatioﬁships

Transfer Analys'is

Conjoiat Analysis

Multi-dimensional
Scaling
Market-gap Analysis

Motivation Research

~ Brainstorming

Facus Group
Inverviews

Synectics

Consumer
Engineering
Magnitude
Estimation

Quadrant Analysis

Problem Detection

Problem Inventory
Analysis

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 Rranastorming, Focus Group Interviews, Attribute Analysis,
Markei-gap Analysis, and Heuristic [deation Technique. The rest of this section
will detail on each of these.

Aftribuie A.nalys:s

By decomposing existing preducts into combinations of specific parts, qualities, or
attributes, Attribute Listing (or Analysis) seeks to modify one or more of these t0
improve the whole :jroduct

A commen screwdriver, for example, can be broken dO\;{{n into the following® :
® a round, steel shank

a wooden handle, manually operated

@ wedged end to engage the slot in a screw

@ 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 appliad to get the
increased torgue; electric power could replace manual power; and so on. -

Sc, say, in case of a cofnpany planning to bring out a toothpaste, it may want to
know a2 package of optimum level and combination of various attnbutes and
henefits, such as:

@ whitening of teeth
® breath freshening
® decay prevention .
@ iaste '

® price

*Mascarenhas, 8.j., Oswaad A.J., New Product Development : Iis Markering Rasmrck and
Mauanagement (Calcutta : ‘Oxford & IRH Pubhshmg Ca., (P} Lid., 1987), p. 17.

“Arnold, John E., “‘Useful Creative Techniques'’, in Sowcel Book for Creative Thinking, ey, S.J,
Barnes and H.F. Harding (NY : Scribner’s, 1962}, p. 255. .
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If each of these attribute-benefits has 3 levels — High to Low —then there are a$
many as 243 c_on'_ibinations possible to choose from among,

Osborn* has suggested that useful ideas can be stimuiated by puiting he following
questions to an object and its attributes: :

put to other uses ?
adapt ? '
mfagnify 7
minify ?

-substitute ?

- rearrange ?

reverse 7

combine ?

Although Attribute Analysis may not produce major'breaklhrough_s, it can

‘undoubtedly aid in “‘remarketing’’ — “new’® and “‘improved” products —and

possibly in product differentiation.

Activiiy 3
On the basis of the section above, use attribute analysis to design the attributes of

a) An elec_tric toothbrushi for upper income class custamers
b) Vcry low for content cigareties

Heuristic Ideation Technique (HIT)

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

There are some statistical methods, such as Method of Fractional Factorial
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 6f the more publicised morphological techpiques — each
dimension becomes an axis of a two-way grid. Variations of the dimension are
placed at intervals along that dimension’s axis. For example, in the case of a
household cleaning agent; “product ingredients’” is one of the many dimensions
(such as package, cleaning instrument, objects to be cleaned, texture, etc.). The
possible variations of this dimension are ; alcohol, ammoniz, pine oil, scenting
agent, deodorizing agent, disinfectant, etc. Table 3 shows how these variations are
cross classified —in a matrix form — with the variations of apother dim nsios,
package. - : ' '

_‘_05130{:1. Alex F., Applied Imagination, 3rd ed, (NY . Scribner’s, 1963), pp. 286-87.
"See B.J. Winer, Statistical 'Prinfip-;es in Experimental Design, (NY ; McGr;lw-Hill Book Co., 1962).
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Tabje 37 ' ) . Generatlon, Screening
' and Development of

[ . . . - Product Package - - T New Product Idess
Ingredient Aerosol Bag Bottle . .Box Can Tar Tube .
Alconol 1 2 4 - s 67
Ammonia .8 9 0 11 12 13 1
Pine Ol 5 16 17 18 )go 20 2
Scenting Agent 2 2 24 25 26 277 28
Deodorizing Agent 20 0 3 32 13 14 35
Disinfeetant 6 37 38 £ 40 a1 2

" If there are six dismensions of a housechold cleaner being considered, then, in all, )
there will be thirteen such, two-way cross classifications, each cell of which is a
new product idea source. Certain cells can be eliminated as ‘techhically'Infeasible’,
¢.g., in Table 3, alcohol and pine oil in tube and bag —cells 2, 7,16, and 21.
Similarly, seme 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 cerlain more cells. Experts, believe that the
“feasibility” and ‘newness’ tests can help eliminate alimost 70 ta $0% of the cells.

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

A ‘cost-benefit analysis’ will, finally, show the feasibility of the remaining new
product ideas. : :

To generate a COMpOsite new product ided through the iuteractive combination of
cross-classification cells, let us consider all the diménsions of the earlier stated
home cleaner again.

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

e Type of cleaning instrument {n
¢ Product ingredients - _ . ()
& Objects to be clean'ed“ C ' : )]
@ Package . _ {4y
# Substances 10 be removed : (53
e Product téxuure : : \ (6

Thus, a vacuum cleaner {1), such as “Euroclean’, can be used to clean carpets 3
from dust (5) and, ai the same time, may spray (4) into the carpet (31 a
disinfectant and a cleaning shampoo {2) in a gaseous form (6) so that the caipet
£3) is-nol only clean but also germ free {5). A ‘similar apparatus (1), may be
designed to clean drapes and curtains and wall hangings {2).

Another variation, the Mbrpyological Box, auributed to Dr. F. Zwicky**, extends
this technique of morphological analysis, HIT, to more than two dimensions. The
more dimensions one adds, the greater is the pumber of ideas generated.

‘Mascarenhas, $.0. Oswald A, New Product Developmeny: Its Marketing Research and Managememi
{Calewtta @ Oxferd and IBH Publishing Co. (1M ]__,Ld., 1087), o. 27.

. ;‘slf'ord, ¢.L. and Mason, 3.B. **Generating New Produci 1dcas’’, Journal of Advertising Research,
Vol 15, No. 6,7(December 1975), pp- 27-35.

“+Gae §.E. Arnold, “*Useful Creative Thinking" in A Sowrce Book for .Crearr've Thinking {NY :
Scribner’s, 1962), pp. 2456-37. .
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Actiyvity 4

" Use HIT For designing food packages for the passengers of Indian Railways.

................................... T T L L L T L T R T Y T

i

' Benefit-Strncmre_ Analysis

Another approach, similar to Atiribute Listing, is Benefit-Structure Analysis
proposed by Myers*. This analys;s begins with 25 to 50 in-depth individual or
group interviews whetéin the respondents are asked to recall all ‘occasions’ when a
product class was used. The following questions are “further asked for the desired
results;

® What was the actual operitio_n?

For example, if the product is a household cleansing agent, then the ‘occcasion’ is

general cleaning, but the *a.ctual operation’ can be kitchen floor cleaning.

& What products were used in this operation?

: For example, alcohaol, amrnnma, pine ¢il, or a dlsmfectam If p0551ble the brand

should also be mentioned, such as Finit, Colin, eic.
® What were the benefits sought from this operation?

For example removal of stains, disinfection, shine, or sxmp]e cledmng

. What were the attributes of the product(s) used ?

" For example, strong pleasant/foul smell, quick drying, economicdl, abrasive,

antiseptic, non-staining, contains deodorant, self-polishing, ete.
® What were the cleaning instruments used 7

F¢. example, broom, brush, mop, sponge, of vacuum cleaner.
® When was the work done 7 .

For example, morning, afternoon, evening, or night. Also reququd are the
‘durauon of work’, and ¢ persons worked w1th‘ ' .

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

Operaitons X P'oduct attributes desired X Product attrigbutes received x
Benefits desired X Benefits received % Brands used x Occasions X Ot'her
ambmnt charactenst:cs % Various supporting data.

MNow, some more anzlyses are te _be perfoimed sequentially.

First, study the ‘Product-by-Use' matrix — ‘product types® as rows and t)peratu:nnsi
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 produicts
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 nsed’ is also asked, a ‘volumetric analysis’ can also be made.

Ali these pieces of infonnation are actvally new product ideas. Lock for the gaps

'for ‘which (clea.mns) operation has no ot a few products/brands available.

*Myers, James H., "Bencﬁt-smmure Analysis: &' New Tool for Product Pls.nnlng” Joirnal of
Murketing, Vol 40 No 4, {Qctober 1978}, pp. 23-32.
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This matrix, in other words, gives one form of ‘market structure’, rad what we Generation, Screening

look for are ‘market gaps’. Therefore, this study is also known as ‘Market-gap and Dovelopment of
Analysis’. ‘ New Product 1deas

“The second study to be made is for each ‘bemefit’ across each ‘brand’ and each
‘occasion’ — ‘Benefit-Deficiency Matrix’ — for some benefits may be wanted but not
received, or received but not wanted. This matrix may provide average deficiency
for each brand. Study the frequency with which henefits are ot received across
each brand in the market, Analyse which brands have failed to serve the desired

" benefits the most and why. Study the brands which have delivered the desired
benefits the most. (You can develop your brand close to them.) Alse, consider
possible additional usages/ applications for the existing products.

All this can help you conceive new produgis that deliver the exact combinations of
henefits desired for a single operction/task, as well as for a group of related
operations/iasks. :

Finally, costructing 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 carrectly. It can help in
isolating those respondents who desire a particular beacfit or a cluster of benefits,

Activity 5

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

. Brainstorming

Brainstorming is & rather pupular creative technigue with a long 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 encouraging
the creativity latent in many of us. It originated as a management technigue {or
groups charged with problem solving. Osborn feels that creativity is fostered in an
informal meeting where participants are free 10 express any and all ideas they
concoct. Criticism is juled out until the end of the meeting as this inhibits people
from contribuiing ideas thal might prove useful or af least stimulating to others. In
this way, the participants should produce a greaier number of ideas than if they
worked along. Actually, braiastorming sessions are held when a company needs a
lot many ideas. :

The usual group consists of six 10 ten people. It is advised to avoid too many
¢xperis in the grbup as they may tend to look ai a problem in 2 rigid way. The
sessions should preferably be held in the morning and should last about an hour.
The problem shoujd 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 pives them several
days for preparation. individeals are generally chosen for their creative ialents and
ability te work cooperatively and openly. In this régard, it is sometimes betler 10
avoid using supsrvisors Or 100 Mmany specialists: these people could disrupt anid/or
dominate a session thus stemming creativity.

6l
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' Combine obj¢ctives? Combine upits? Combine uses?

joosen up. The chairperson addressss the problem st hand, and subtly K
ensuing discussion on the topic. To emsure creatmty, the following “‘gr
are suggcsted

The disc‘ussion'should take place in relaxing surroundings o help the sz‘ijipm't,s

i}y DBo m}t permit evalmation of ideps: Osborn feels thet criticisrn at thig

makes the participants more defensive and restraing their thinking,

eps the
cll rulzs’™

singe only

2} Enfonrage participeats to think “far out’: It is much essier to tame down wild
ideas than to beel up insipid ones. The central purpose of bnmnstorﬁniug is to

tap all of the participants’ thoughts and experienves, ‘far out® ones
excluded,

3) Put emphbasis on i:rémiiug a large quanticy of iesw A largs quantity

[s)

of ideas

should eventually produce a greater munbex of better guality thoughbte. Also,

the emphasis on guality demps the tendency fo evaluation.

4) Enceurags parlicipants to modify or build upen (ke Wegs of oiiers:
hvbrids are often supericy 1o their predecessors as different perspectd
focused on a comnon soluilon. '

Osborn® has suggesied the following questions 20 further prod the brains
group for genr‘m&im real-valie new pmduut uﬁeas.

1Y Can you Bist some e,ﬁsi_mg gitribades of _this product class?
2} Can vou suggest new stivibuies? — New uses? New ways?
3y Can these attrlbutes be adapteﬂ? - Doc:. the past. u:rffcr a parallel?

4) Can these atiributes be modified with respect 1o *meaning’, ‘colour’

‘sound’, ‘odour’, ‘forms’, ‘shape’, ete.?

5)" Can these attributes be magnitied? - What to add?

Such
Ve 41e

LOTINng

‘motion’,

Greater frequency? Stronger? Higher? Longer? Thicker? More durable? More

value? Better quality? Duplicate? Multiply? Exaggerate?
6 " Cam these attributes be minified? — What to delete?

Smuiler? CondensedT Lower? Shorter? Lighter? Cheaper? Tong down?

Miniamre version, actually.

s Can these attribuies be substituted? - (Giher mgremems.
ther processes? Other markets?

8) <an these attributes be rearranged? — Interchanged?
Othcr paiterns? Other layouts? Other sequences? Other schedules?

L (,ar; thesa atiributes be reversed? - Upside duWn'?
Backwards? Oppos:tes?

10) Can these artributes be combined? - A different blend?
Another &lloy? A new sssortment? Differeni Combine appeals?

In efh.ct it comes out to be an applncanon of Atrrabme: Listing appreach in

" Brainstorming.

This procedure is continaed uniil the group is drained of ideas. Some writers
emphasise the value of pressing on for a few minutes when this point is reached,

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

" . as fatigue is seen as a catalyst in releasing ideas. Some believe that when minds are~

)

The brainstorming technique has much to recommend it in. generating new broduct

short tinte and at &
with brainstorming. Often failure results simpiy from the inability o cor
adhere to the ground rules of the technigue. Dissatisfied executives have

complained of participams not preparing for brainstorming sessions. Oth

’stom, Alex F., Appiled fmagination, Wd ed. (NV : Scribner's 1963), in: 2B6-87.
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" ideas. It offers the potential of producing a great number of ideas in a.relatively ' ]
very modest cosi. However, not gil companies have success |
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problems with using mefnbers, of different organizational rank in the same sessions.
These failures cannot be blamed upon the technique itself. '

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 1Qs together and :expect to get the
product of two persons with 150 IQs”* : : o
The essence of brainstorming is the atterpt 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, hovﬁ shoild one handle Er’ainstormi_ng? Can the talents of a group
be properly harnessed by this technique? - - '

To salvage_this'pote__mially valuable tool from human foibles, several variations
have been created. Once such variation is the “‘Buzz Group™, created by Dr. L.

Dionald Phillips. Phillips theorised that ageressivé individuals will tend to dominate

group sessions and thus cause their colleagues to hold back. To prevent this from
inhibiting the-expression of ideas, he subdivided the group into clusters of six and
allowed each group only $ix minutes to come up with an-idea. This subdivision

isolated the ‘‘bullies” somewhat, and the introduction of time pressure caused the

“timid"’ to be inore vocal.

As with groun "rainigrming, the reaction {0 the Buzz Group is mixed. Critics-
peint s o uinwtes s often not enough time for effective ideation.

:

Activity 6 -
Condugct Br_ainsiorming exercises to generate ideas regarding: .
‘ > ;

a) A new approach to marketing of MBAS, and
b} ' A model of marketing for the Indian seller. .

..e,-..,.....--.......-........a.....-.........-.......-......--.....---..-......o. ..........
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Focus Groups

The conducting of focus group interviews is very much like that of brainstorming,
It is unstruct_ured, 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 name of the technique conveys, this type of group discussion focuses on
some d_efinite-markeling/prcdu¢t aspect, such as a product’s characteristics, a
brand name, an advertising theme. The pivotal theme is mecessary to keep thé
discussion revolving around the important questions or the issues. This also helps
in cutting down the irrelevant and idle tatk.

*WcQGuire, _]E.P.. Generating New Product !a'eas {NY: The Conference Board, 1972}, p. 15.
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" Another difficulty pess1ble iz related to interpretations. Even though

. 10 be uiilized in an evaluative manner.

About eight to twelve potential and interested consurners can be invited to forin a

focus group. The group moderator’s vole is to lead the participants through an

~open and in-depth discussion on the subject qrea(s} in question'in a non-diréctive

and non-judgmental manner.

This technicue is widely used by advemsmg agencies for guidance in credring
effective advertiséments. Tt 15 often employed in the testing stages of new product
developrnent — both in concept and product testing - also. But, when focus groups
are used to gemerate new product ideas, they present soine basic conceptual
difficulties, Mainly for; firstly, consumers can hardly be expecied to invent
products —the need(s) may be latent and it may be difficult to conceive
which do not actually exist. If a typical consume! were asked about his

-entertainmen? reeds in the early forties, he might not have an idea of picture

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 in handling nursbers, |who

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

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

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

available and outgoing with lot of time and inclination to participate in such dn
activity. The worse, if they are articulate too. They may iry to impress the panel
with their smartness and tend to act like experts. Thus, the results may be
cxploratory-ain nature and may not be generalizcd for ihe entire populaticn.

recorded — audio/video — when analyzing a -discussion, there may bc as many
interprétations as interpreters.

However, these points may not be valid when ‘it comes to penerating new product
ideas, because the focus group interviews for generating new product ideas are not

6.6 SCREENING OF NeW PRODUCT IDEAS

Screening is essentially an eliminatipn techmique. If the purpose of idea generétion
is to have a large number of ideas, the purpose of screening is to reduce this
number to profitably viable few.

‘Actual screening procedures vary from company to company and range from

“simple, yes —no checklists to, elaborated scaling. In large companies, the screening

process 1s usua[ly a multlstage procedure

wereening of new product ideas is essential for costs and risk of developing new
groducts Tun very high. Each project needs to be evaluated before funds are

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

done catinot be easily undone. It stands or falls on its merits, Back-tracking can be
fatally costly for stakes get progressively higher as the new product approaches
commercialization. Therefore, smart companies concentrate on appreusa!s very
early in the iife of a new product idea. :

The rationale for what is ba.?ically a rejection techrique stems from the fact that

very few ideas end up as suceessful products; may be just 1% or 2%, But, as the
experts believe, Lypical screening operation may yield about 25% productive
concepts to work on for screening can check that good ideas are not discarded.

6.7 CRITERIA F{)R SCREENING NEW PRODUCT
IDEAS '

Screening criteria are €stablished as evaluative standards in new product
development. They make arbitrary decisions less likely. They provide & unity of
purpose. They provide a proper perspective for new product planners,

by




Sereening criteria usually concern thewtselves ‘with three factors -~ markets, praducts, : Generntlow, Scrvesing
and finances. More frequently used market-criteria are markst gize, share; market ‘?Wm?ﬁm
" growth; market positioning; distribution features; cic. The ‘product-criteria’ are ' o
NEWNEss; tcchms::a.t feasibility; organizational support; servicing requirementy; iegal

considerstions: eic, The ‘financial-criteria’ ane profitability; retuin ou mvestmem-

cash ﬁﬁwv g,

Becanse some corsadera&msw are el‘ s mgmf' cancs than others, many iarms .w.w:
more than one set of screening &riteria, The Tollowinip sets of “*Must have'’ and
“tYould Hke' criteria have been suggested for the planner of naw products®:

“Rivisy ave’ maem o !

& Fill & pereeived neﬂd with o sufficiently deﬁnad grm.p
©of weavy users for the product.

& Have unigue product chaxm,temncs that offer
distinctive benefits to the user.

o Mave sificient trading profit wntr;bwmri, €8, 20%
e 50%, in case of grocery products.

& Te saleabla in large, expanding tervitories.

okl Bke crlieria ) . . o
o e cumpat;ble. with and able te carry the company s brand name. .

@ Provide the bazis fos a continuing busicess, e.g., & minimm life span of three
to {ive vears, in case of grocery pm{!ucts.

@l emi iisalf o InaEs mema, advertising.

The exisience of a double sfandard - st have” and *““would like” .
" oriteria — suggests that screening be done in stages, It makes sense. Ouly ﬂ‘ an idea
passes the first test of compulsories would it progress to the nest level of
evaluative checks. dezs that pass the prefiminary stage are 1hen appraised fuither
- for P:simatmg thm ;eianw. values, so that thrz best of the It can be selectad,

Whet‘.‘*ac* a firm w;!l d{iapt a multisiage approach depends upon the pumber of

idess Howing from exploration to evaluation. A few ideas can easily be screenesd at

a sirigle séssion. But, for a continuous stream of ideas, 2 more sizborate procedurs

is recuired, Consequently, many ‘small and mcd!um size firms do not have a !
mulristage screening method, for vesources wre limited, new product ideas are not

o actively pursued, and formal orgagizing foi managing the new product

_develooment function does not exist. On the other hand scret:mng in steps s quite:

" echmnon ia iarge campamrs

1deas can alm ke screened enc-by-apc oF in baachcs. Processmg several ideas
togethar, in one operation may offer certain ¢conomies. But, if this is-not a
significand consideration, the mdmduahsn.. approach should be’ preferred to
. sCresming idea‘- in groups.- .

- Freliminary %m;i!mg

- Preliminary screening is t;hr hrst. rather rough, attempt-to judge the value of &
new product idea. Somea basuc criteria are required for preliminary screening. For.
example, in case of a consuiner goeds company, the fnlkming statements can serve
AS primary critma ic screen new product ideast: :

a‘i The item sahouid be in-a fi eid of actmty in wlucb &hc co:porauon is engagcd

g If the idea mve!lms a compamon product e o!hers ‘aiready being
msnui‘ac;urrd it, should bc made from materials 10 which *he cerporation is
. acgustormed. i : . :

"McGl;iré FI? Eveluwiing ﬁ.(gw' Product Fropmté {NY : The Conf:réhoe Eau’d 9, p. 37,
“iSachs. WS, and George Denson, Pmducﬂ memng ond Mauagtmem‘ ((}klahoml Perui Well
Pubilshms Campm,‘ 3351), m. 23!
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New Product ' 'y The item should be capable of being produced on the type and kind| of

Development and o .
Product Management equipment that the corporation normally operates

. @ The item should be’ easily handled by the corporation’s exlstmg sales force
through the establlshed dlstx{butlon pattern.

® The potenual market fer the product should be at least Rs

: : : '@ The market over the next ﬁve ypars should be expected to grow a4 faster tate
f than GNP.. . .

@ Return on investment, after taxi:s, must reach a minimum level of .\........

- For majority of such check statements, a yes or a no answet should be’ _
forthcoming without spending much time to reach the point in questlon Techni_cal _
quesuons can be referred to the appropriate departments. '

Product Profile Ratings —Ranked DstnT

This techmque ba51cally calls for the ideas to be evaluated in terins qf a|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, [each _1clea
can be rated on ten dlfferent criteria from Very Good (A) to Very Poor|(B), as
shown below; .

. Criterion/Characteristic Very Good  Good . Average  Poor  Yery Poor
- _ ) ® © @ ()

£ SO X

4 X

5 eeeeeere st i3

B iinieeceees i X

P X

B et v, X . :

9. e et et etseans X

10, ... X

These ratings can also be shéwn graphically {as presented Below):

Ve N\ AN §
5 N

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

Product Profiles - Summated Data*

This methad of screening new product ideas is very much like that of rapked data
+ See Sachs, W.5. and Gcorge Bcnscm, Product Pfanmng and Managemem (Okiahoma Pennell
Publishing Copany, 1981), pp. 213-35. .

"See Sachs, W.5. and George Benson, Prodwuct Planning ;md Management (Oklahoma PennWeil
Publishing Compa.ny, 1981) pp. 235-39.
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but thete are some.modifications: " : o o Generatlon, Screening

and Developnicht of
¢ The ratings are in terms of numenca] valies. Scores by different people are. New Product Ideas

averaged.

* Each-criterion is given a weight in accordance with its supposed importance to
the success of a new prcduct -

® Scores and wexghts are multiplied and their products added to obtain a single

overall rating for an idea. This tota] score fullltates cumpansons of differant
ideas.

The overall ratmg is descrlbed as follows

.. n

= E W, §
Tl -

where, - .

R is overair rating,

"W, is weight of the ith cntenon

§; is score of the idea on the ith criterion,
n is number of :deas used in. scrcenng

To illustrate this method we can use the data uscd in the prevmus method. Each
criterion is to be given a weight, ard numbers | to 5 will réplace 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 acceptance, the summated rating of.
an idea should be 4.00 and above..An idea rated between 3.5 and 4 is placed
between acceptance and rejection. But, exact cut-off point is a ]udgmental decision
arrived at by cxpcnence. )

The resuits of using this method are shown below:’

Criteriom’Characgc_ri_éiic Weight |, Very Good. Average  Poor Very - | TOTAL
. - Good . o >, Poor
) ® @ M
I 0.1% : X _ o pas
2 0.13 ' X S 0.52
3. 0.12 X R B X
4. (T O ] Toss
[ S ow | X : 036
6. eereerreiresreeeenes SR T C X. 010
7. ; 0.09 " x R 1 0.6
8. 0.00 X ' e
9. oes | : R
T ooy |"x - T ]0s
1.00 o o © 163,

“The basic reason why this method shoutd Le preferred to-the previous method of
rating product profiles is the advantage summated data have over the renked data.
. In Product Profile Ratings, a Product proﬁle with mostly A ratings can be rather .

easily dlsnngulshed from one with mainly B or C. But, when the patterns of ‘
ratings are not quite as distinct or when they take on irregular shapes, sorting of
best ideas from a large [0t can become difficult. That is why methods using
mathematical manipulations are bellcved to glvc better picture of the product
profiles .

Finally, in screcning the ideas, as Phlhp Kotler* says, a company must avold two.
types of error—a DROP error and a GO error. ‘

* Sec Philip Kotler, Markenng Marragmen! Ana!ysa‘s. Planning, Implementation and Conrrof] (New
© Delhi Pftnncc Hatl of India Prwate ‘Limited, 1988), pp 415-16.
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New Product 7 A DROP error occurs when the company dismises an otherwise good idea for the

S:;;m”;:;:::um . zasiest thing to do is fo put down others’ ideas. If a company makes too many
DROP errors, its standards are too conservative. - -

A GO error ocours when the company permnits a poor idea to move [into the stages
of product development and commerciafization. As a result, three ¢ of failure
can ensure. A ‘absolute product failure’ (sales don't cover even variable Cosis), &
*sariiel product failure’ (sales cover all the variable costs and even spme of the
fized costs), and ‘relative produci failure’ (yields a nrofic that is less than the
company's normal or target raie of retuin}.

- - *The puipose of scresuing shouid be to stop and drop poor itieas as parly &8
possible. Otherwise, if the ideas reach later stages and get convorted) ingo ready-to-
launch products, management may feel that after investing so-inuch |in the
developmen: of the product it is worth trying it in the markei. But, that may be
fatal. What happess when you Yt good money chase bad money?

6.5 DEVELOPMENT OF NEW PRODUCT IDEAS

For furiher progress in the prosess of new preduct developiment, scteened ideas
aeed to be converted into product concepis. **A product concept is an elaboraied.
version of the idea sxpressed in wmeaninglul vonslamer terms™, says Philip Eotler.”

We can see the method of idea development with the help of ihe fallowing
example*: : i

A iarge Tocd processor, say Cadbury India, gets the idea of producing » powder to
add to milk 16 increase its nutritdonal bevel and razie, This is only an idea. N
Consunuess, nowever, 4o noi buy procduct ideas. Therefore, this prgduct ides needs
i be converted into a product concept. And, any product idea can|be converted
inte severak produce conoepts. : )

There is & need to ask some Questions. First, “Who is to use this prodeci?” (The
powder zan be aimed at infants, children, teenagers, young or middle-aged adults,
© er semior citizens). Second, “What primary benefit should be built into this
product?’ (Taste, nutrition, refreshment, energy?}. Third, *“What is the primary
occasion for this drink 7' (Brcakfasf. midmorning, lunch, evening, dinner, Iate
nighth: ’

From _these‘ quﬁ:sticﬁs, the foilowing concepis cmerze : _'

%) A tasty midday smack driak for children,
_ b} An instant breakfast drink for adules,
¢) A health supplement for elderly people at night.

-For testing each of thes concepts, claborated versicn of each concgpt can be
presented (o sample consumers. Foi example, the claborated versiop of product
concept (b} above can be like the following:

A powdered product that is added to milk to make aa instant breakfast
"that gives the person all the notrition needed along with goed raste and-
high convenience. The product will be offered in three flavaurs —choc: '
vanilla, and strawberry - and will come in individual packs —six in a

box —at Rs. 20 a box. ' '

Then, the consumers can he asked ‘so'me guestions tike:

~ Are ihe bensfits clear to you?
~ Are the rewards believahie? )
- Do vou szee this product as problem solving/need filling?
— Agg there other products that meet the same need?

* Kml&. Philip, Marketing Managemeni : Anolysis, Flanning, Impi'zmémd;iors pnd| Control {New Delhi:
Prentize-Hsli of ledia Privete Limited, 1988), p. 418. :
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— tlow-do you rale it on satisfaction when compared to them? Generation, Screcning
. and Development of

— Is the price justified?
p 1 Mew Froduct Ideas

— Would vou buy the produet?
Respiﬁndents’ answers (o these questions can lead to the concepl’s
‘communicability’ and ‘believability’, the ‘need level’, the ‘gap level” (between the
new product and the existing products}, ‘perceived value’, and the ‘purchase
intention’ {definiscly, probably, probably nol, definitely not}. A summary of ihese
answers can lell if the concept has a strong and broad enough appeal. If the

conuept looks good, the information also tells the planner what products this new
product would replace, what conisumers are.the best targers, and so on.

Activity 7

Sunpose you are hired as a consultant for Bata India Lirnited to help them with
the generation of new ideas for shoes (even ahead of Power and North Star).

1)  Which idea generation technigue(s) you wiil use and why?
2)  Generate new ideas.

3}  How will you screen the ideas generated?

4y  Develop the screened ideas into product conéepts.

5)  Testing these concepts, arrive at the finai/best new product idea.

6.9 SUMMARY

The unit discusses the generation, screening and devclopment of new product
ideas, as the first stages in the ‘development process of new products. With the
improvement in research and technology and the premium of innovativeness in
modern management, the marketer has at his disposal, an average of idea
seneration techuiques, cach with its ments and dements. The unit discusses a
number of these techniques while idea generation techniques airm at multiplication
of ideas for new product development, screcning is basically an elimination
technigue fo reduce the number of new product ideas 1o a viable few. The unit
discusses the criteria for screening as well as the screening methods. The
development of the idea into a product concept has also been discussed.

6.1

0 SELF-ASSESSMENT_QUESTIONS

1) -What are the sources of new product/service ideas utilised in your
organisation, any other orgamisation that you are familiar with. Evaluate them
with respect. to their potential as good sources of ideas.
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9)  Describe the development of the components of product strategy fo

L]

2) Compare and contrast the technigues of idea generatmn studled by yoti-in this

unit. Which method would you prefer for:

a) a consumer product
b) a service .

3) How would you use Benefit Structure Analyses to generate new pro
for . o '
a) & health drink
b) a disinfectant
¢) a perfume.

duct ideas

4) What are the safeguards to ensure the effective use of brainstorming as a

technique, What are the limitations of this technique.

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

6 How would you use product proﬁle ratings to such a new product i
Explain with the help of an example.

idea.

7) - What are the steps invoived in new product launch. Discuss with the help of a

suitable example.

8) How would you select the right v get marked for your new produ¢t, Discuss

the criteria for selection of a viable segment.

product.

T & NEW
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UNIT 7 ECONOMIC ANALYSIS -
'~ EVALUATION OF NEW .
PRODUCT IDEAS/CONCEPTS

Objectives

After studying this unit you should be able to:.
& Explain the meaning and purpose of economic analysis for new product 1deas

@ Discuss the vanables used in eoonomlc analysis
@ Elaborate upon the process of estimation of fi rst-tune sales and repeat sales

. @ Describe the sales forecasung methodologles used for eoono:mc a.na.lyrns of new
products .

‘® Discuss the various types of analyses used for _evaluating'new prodﬁ_c_t ideas

@ Utilize the Fconomic Analysis Summary forms to atrive at comprehensive
economic analysis of néw product ideas. :
Struciure T , _ R

7.1 Introduction ' ' '

7.2 Purposs of Economic Analysm

7.3 Markéf Potential

7.4  Market Demand

7.5 Estimating Sales

.7.6. Sales Forecasting Methodolog;es

7.7 ‘Estimating Costs, Sales and Profits

7.8 Break-Even Analysis ' '

7.9 Return on Investment -

7.10 Economic Analysis Summary Form

7.11 Summary .

7.12 Self-assessnient Questions

7.13 Further Readings

7.1 INTRODUCTION

Product managers are involved, directly or indirectly in the préeparation and

. presentation of investment proposals for new facilities, new 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 thai
demonstrates a financial return at feast as attractive as other ldel‘ltlfled
opportumtles before the top management

Economic analysls is sales, cost, profit. pro;ectlons of a product proposal. it is only
after these projections satisfy the company's objectives; that the product concept -
can move to the product — development §tage, as the incentive for new-product -
development grows. These projections should be made over a period 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
‘inciunde esilmates 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 estimate research and manufactu-ing costs. And, accountants can project

profit margins. Such thorough economic analysis is expensive and time consurmng ‘

but also prevents dlsasters
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Development acd 7.2 PURPOSE OF ECONOMIC ANALYSIS

Product Management

Economic analysis is oniy a continuation of the evaluative process that began when
the new-product idea was first generated. Once the product concept is developed,
economic analysis can evalnate the business attractiveness of thé propolsal.

The purpose of economic analysis is to provide a structure of analysis that will
require all the parties involved 1o recognize the fuil realities of the situation, The
idea is 1o give the persons (who will provide the money for the ultimatl '
commercialisation process) a full and objective statement of what is supposed to
happen financially, And, it is also possible rhat this type of analysis exereise
motivates all the parties concerned to be more objective and thorough in their
efforts. : :

The major purpose of economic analysis is to serve as a basis for a dedision as to
whether the corporaie rescurces should be committed 1o the development of new
product. The key question is, ““What will be earned from the amount gf money
spent to develop and marker the new product?”” The issue is essentially |of cash
inflows compared (o cash outflows, '

As per Sachs and Benson®, the decisions of economic analysis hinge on|the
following consideraiions: demand, profitability, and return or investment. Will
market demand be sufficient to meet the company’s profit goals? And, how much
investmen: will be necessary?

They suggest that one way of reaching a solution is to evaluate demand|and supply
factors*. The demand side concerns itself with revenue, the supply side with cost,
Demand must be large enough to Justify cash outlays for bringing forth|and
marketing the necessary supply. Accounting for both factors implies cal¢ulations of
probable profits and return on investment. i

7.3 MARKET POTENTIAL

The starting point for any economic analysis should be an estimate of rctal market
potential. [t is not a projection of actual sales. Rather, it is the' maximum quantity
an entire industry can sell if its marketing effort is the utmost. For cxample, the
mazrket potential for baby food logicaily should be ‘total aumber of infahts’ )
multiplicd by (some estimated) ‘number of feedings’. Or, the total market potential
for books can be estimated by multiplying the ‘number of buyers of books’ by the
‘number of books bought by an average buyer’ and the *price of an average

book’, '

But, different comparies might define and estimate the ‘nuraber of buyeis’ in a
specific product/market differentily, even when the product is identical. Qe firm,
for example, might view the market for a fluoride toothpaste as cbmpésul
primarily of families with children and choose to ignore ‘all others — the singles, the
childless, the retired. Another firm might include young adults also. Yet,|a third
firm might stretch its definition of potential customers to include senior gitizens.
aiso. Or, all the three'firms might decide on the same age groups but assign
different degrees of inﬁpo_rtance 1o each,

In case of industrial products, firms rather than peeple become the relevant units
of estimation, )

Irrespective of the product type, consumer or industrial, marker potential
estimation is easier when markets/industries are well defined. An industry, with few
manufacturers and products is an analyst’s dream. How wrong can one he in
delineating the parameters of the auto industry? But, products flowing into
numerous channels of distribution create difficulties because each scgment and
submarkel may have its own special characieristics and requirements,

* Sachs, W.S. and Benson, G  Prodducr Piannnyg gned Munugement {Oklahoma - PennWell Publisting
Company, 1981), p. 249, : ) '

Y
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Aetmty 1 . . ' . o o ) o ) . ) Economic Analysis —
. : Evaluaticn of New
Examine the method adopted by your company to define and estunate the number o Product Kleas/Concepts

of buyers for its products/services. What are your reaetrons‘?
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7.4 - MARKET DEMAND ' )

“Market demand for a product is the total volume that would be bought by a -~
defined customer group in a defined geographical area in a defined urne period in
a defined marketmg environment under a deﬁned markeung program

The ratio of company to mdustry sales-gives a company’s market share, Esnmatmg
market demand involves twp stens: projecting industry sales and pro;ectmg
company sales.

If the new product is similar to one already in the market, estimates of market
demand become easy. But, when the new product is very much different from
existing ones, projections become subjective and uncertain. . Practically all experts
grossly underestimated demand for copying equ1pment in the formatwe perlod of
plain paper copier (Xerox} :

- If an innovative product serves the same uses as convennonal products for
example, the shaving foam, its demand w1ll be governed by the rate at -which it
replaces the old. : :

In evaluaung demand for a brand new produgct, the penetration patterns of an
older product can sometimes be used. For example, demand patterns of Black and
White TV in the, sixties and seventies could have served as a'model for the colour
TV manufacturers, in the early eighties to estimate sales.

Modified, revrsed or altered products make the most predictable cases. The old
product 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 infermation. 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 money to gain-customers when
brand loyalty runs high, or when the market is dominated by strong, established
brands. On the other hand, Fupee-per-new-customer expenditure may be relatlvely
Jow in a market undergoing rapid growth.

If the new product is introduced for pre»emptwe reasons — to prevent a competitor
from making intoads — then the economic analysis takes on different dimensions.
For example, Colgate planning to introduce the costliest, plaque fighting

' tooahpaste (most probably, Appeal} to pre-empt the entry of Crest (by Procter and
Gamble) in 1ndia. Or, Balsara Hygiene Products introducing Baboo! at Rs. 10 for -
every 200 gm pack {when they aiready have Promise domg pretty well —about 13%
of the market share; at the last .count) to pre-empt the launch of Nirma
Toothpaste by Nirma Chemical Works. The new brand is expected to take away a
portion of the CXlStll'lg brand’s sales. At the same tite, 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 AMarketing Management: Analysis, Planning, Implementation and Control, 6th od.,
(New Deihi : Prentice-Hall of [ndia Private Limited, 1988), p. 259.. ’
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- and ‘what would happen with it’. Here, the market demand estimation

15 ES'HMATING SALES

.-eshmated

 satisfying to 2 per cent of the, customers.

B years of product mtroductlon to estimate sales for the subsequent years|
. replacement demand bEcame a ma_mr factor. His sales projection for rd
. 'cand:tmners fit-the pattein- of actual sales with a coefficient of. determiy

.years, And, the. predlcted magmmde of peak was l 9 m as agamst an a
_'otlam N . O

. Im this model the probahlluy of purchase ar trme T is:

“where: _
P - probablhty of first. purchasc at' t=1, or the cocffici
"~ innovition; . . . D
q = coefflclent of umtauon E
_ m = total number of potential adopters
" Y(1) = the number of adoption purchases by T, and

.The maxmmm number of adoptmns wn]l occur at T‘* :

-January 1969, pp ZIS 7.

¥

very comphcated but a complete economic analysu" myst address itself
oomple:uons . .

becomes
to such

A firm needs to ¢ esumatc the n'ummum and maximum of sales to dete mine if the

sales will be profitable. In other words, to learn the range of risk. Th

firm ¢an -

benefit' from examining the sales history of surular products and also y surveying

‘the fixed sclling expenses. '

"~ the market opinion. There is a need to set the minimum sales ievel th it wlil cover

Sales can accrue from one—ume purchase of a product, mfrequent purchases of a~

product or frequent purchases of a product.

entering the product’s market. Sales will come to Zero when all one-tim

" In case of one-time. purchase sales won t bemme Zeta so long as riew buyers keep

]

" purchasers have bought rhe product (once). This can happen wuh any pruduct,
censumer or mdustrsal durabie or non- durabies o

‘Sales from ml’requent purchases-of a product like an. automobile, or an indus_trie!' -
'equlpmenr, mclude sales from zweplacement due 1o wearing out of the product or its

‘'obsolescene, Therefore both the f’rst-ume as wel] as replacement sales should_be-

In case of sales from frequent purchases of a consumer or 1r.dustr1al nmn—d‘hrable

repeat-purchase sales also contribute, Repeat purcha* es prove that the product s

Esnmmng Fu'st~l.rme Sales
Bass® has vsed an epldemlc (mmetunes called comag,lon) equatmn to fc
of appliances when they were first introduced, inchiding room air-cond
refrigerators, black and- white television, etc. He used sales data for the

R¥'=0.92. The predicted time of peak was 8.6 years as against an actug

P (T) P +q [Y(T)/m],

- Y(T )fm = the fracuon of _potential adopters. who have purcha

“imitator’' as a "late adnpter of a product whose purchase decision is 1
by earlier buyers and users’’ S

e,
The number of adopters at T IS: L

ST < pm + (q~p) Ym - (qu) (Y(’rn2 '

= (p+ q)f m (q/pI

recast sales
Honers,
first few
until .~
oen air-
\ation, .
3} time of 7
ctual peak

entof . -

el

B.rss defmes an “mnovator” as dn “earIy adupter of a new prodm.l” and an

nfluenced

* Bass, Frank M., ""A New Pmdutt Growlh Model for Consumer Durables" -'_.dfanagérr'rem S('J‘Pnc‘e_.
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- 4a” _ L
Fourt and Woodiock® ﬂevelopcd 8 ﬁrst—nme sales mod:l tlm they teswd vmh
several new consumer non-durable products. Their observation of new-product- '
markot—penetratmn rates showed that (1) comulative sales approached a limiting
penetration level of less than 100% of all households, and (2) the successive
.mcrcmcnts of gain declined. The equauons is: .

a = q - r)" ;
. wh;:i'e:, . _ '
q; = percentage of total households expected to try the product in’ pcriod t,
r = rate of penelmtmn of untapped potential, '
q .= percentage of total hnuselmlds cxpected toew:ntuallytrythe new

product and
t = time period. e

'Say. it is estimated that 40% of alf households will eventually try a new product, _ -

or ¢ = 0.4. Also, in each time period, 30% of the remaining new-buyer potential
is penetrated, or r = 0.3, 'I'hercforc.thepementnscofhouscholdstrmthenew
productmtheﬁrst4pmodsm :

q = rq(l-r)’ = (03)(04)(07}" = 0.120
Q@

= rq (1-)* = (0.3) .9 ©.7) = 0.084 CNJ -
@ = Q-0 = OHEHEI =009 j
Q= rq(l—r)“ = (0.3) (0_4) ©. 7,3 = o.a41__-; ;f_

" That is to say, as time moves on, the mcrcmemal tn.-.al purchase pcw:mage moves
toward zero. To estimate rupee-sales from new buyers in any period, the estimated

trial rate for any period, 4q,, is mulllphﬂd by the fotal number houscholds times the

e::pecled first-purchase expendlturc per]muschold of ‘the product.

.Esumnlingluplmnentsm

- The estimate of rcplau:memsalcsbemswuhanldfm nfpmdm:ts hfe,ormnnva!
'ameTheﬁrstrcplacemmtsalsmthenbegumedlmoremﬂdy Bus.wl:m

- exactly the replacerient will take place is a matter, of alternatives befoie the
customer and his economic comdition, ononehand andprodnctsprheandthe
mmpanyssellmgtfforts on the other hand.

Practically, replaccroent sales are- difficult to estimate before the product is nctuall_y

in use. That:swhymarkﬂemprefweﬁmlcsoffmt—lmnhforlmmchmga ar

S

'Estunm;llepmsm .
.-Mmrmmmmw&ﬂmsﬂmmewhemwdfmafmmﬂy
purchased ncw pioduct. Safes, in the long mun, resuli because of repeai purchases
andahoaftuaﬂfm—umepurdmhaveukmplm,lepmpuchmﬂm

shnwnmom:rsahsfacﬂonnﬂhtheprodm Rcm:pnl&asumtobenotedm -

different classes of repeat buyers: those who buy once, twice, thrice, four times,

and so on. mpmduumaybebougmmafumanddropped.mm"

- may differ from buyer to buyer. Initially, ﬂ:cpotumalmartaforconnnnu
-pmductshkcmﬁomaucwaslnngmaduncarﬂl—deﬁmdandthcmfulhfcofa

pun:hasedproduﬁdlangesomum
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Development and 7.6  SALES FORECASTING METHODOLOGIES

Product Management

Sales forecasts for new products can be made using different techniques. The
output of the most new products forecasting systems is *sales’ or ‘sHare of
market’. The systems also use variables that will determtine the saleslor market
shares which demonstraie how purchasing units go throngh an
awareness —trial — repeat purchase sequence. And, rhe systems also include causal
forces that will determine sales. - : :

Structurally, *causal forces®, like product, price, distribution, competition, etc.,
give ‘forecasting behaviour’, such as awareness, trial, and repeat pugchase. 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 be made in two ways. First, |by studying
the causal forces to predict the awareness — irial — repeat factors, and| calculating
sales fromr those factors. Second, by going directly from cabsal forcgs to sales
forecasts. : '

Forecasting via Judgmental Fstimates )
In the pasi fifty years different methods of mechanically predicting sates have been
developed, e.g., time-series analysis, and regression z2nalysis. But, singe there is a
lack of historical data in case of a new product, judgment methods predom;nare.
‘Executive judgment’ is the most common = 90% of all sales forecasts on new
products are principally exscutive judements. Executives may use data, mechanical
conneciors or formulae, parallels, information, opinions, etc., to arriye at their
judgments,

‘Sales force judgment’ is also psed— sales people, sales managers, or even dealers
can be asled 10 make forecasts for their respective market areas, and these
forecasts can be 1otalled. This method is very reliable in case of new jproducts that
are close to the curreni line-or that will 20 1o the corrent markets. :

‘Users’ can also be researched to know their intentions or for their judgments,
This method works better in case of new industriai products.

Forceasiing via Awareness-(risl-repeat Puvchase
Say, for example, a market consists of 3 million customers. The purdhasing rate

per custorer i5 15 units per year. Also, say, the firm has the following data from
coatrolled sales test; ’

Awareness = 40% of customers,
Trial = 30% of those who are aware.
Repeat purchase = 60% of those who tried,

The method suggests that the awareness trial and repeat data can be multiplied by
the total market availability to get a forecast of sales.

3,000,000 customers X 40% x 0% % 60% =
216,000 custdmers who arc repeat buyers.

216,000 x 15 units = 3,240,000 unii sales per year.

Therefore, 222V L 9 20 market share,
45,000,000

(45m = 3m x IS5 units i::er year = total unit market)

Necessarily, there are mans as<umplions in a calculation such as this fbr there have
been no actual free market sales as yei and the av-areness, trial and repeat data are
always partly suspect. :

S




Forecasting via M_alhematicral Models AT T . : IR Economic Analysis —
L ) o S o : _ Evaluation of New

TlLe few simplistic mathematical models used to forecast new product sales arc of . Product Ideas/Concepts.

almost no help. One method translates “intent-to-buy® percentages directly into : Co

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 quickly 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 fofecasting methodologies discussed in the section is/are ied
by yeur eompany or a company that you are familiar with? Why? What do you . i

think, should ideally be used?

...........--.......---........-........---..........."..---...n.---....uu-.......-'-- cemsaamLEErmanaEEEEY

77 ESTIMATING COSTS, SALES AND PROFITS

The next required estimates, after the sales forecasts, will be the expected costs and
profits of the'new product project. These estimates’ can be made by the finance,
menufacturing, marketing and R/D departments. The following table* shows a six-
year projection of a (hypothetical} new product’s costs, sales, and profits (in\lacs

" of rupees): :
‘ YEAR -
0 | 2 3 4 - %
‘1. Sules revenue’ 0 118 153 156 282 324
2. Cost of goods sold 0 39 51 65. 94 108
3, Gross margin i ) 0 b 102 131 188 - 216
. 4. Development costs . kL] o) [} Q B ( 4]
5. Markesting costs ] BD 64 .82 " 118 136
6. Allocated overheads . 0 11 15 . 19 2% a2
7. Gross contribution —~35 - -1 X ] e 43
8. Supplementary contribution - o0 0 0. 0 -0 0
9.° Net contribution -35 - 14 23 28 42 - 48
10, -Discounted contsibution (15%)- -3 =12 17 19 - 24 4
11.

Cumulative discounted cash flow =135 -47 -30 . -1 13 37’

Sales revenue : The firm expects to earn ahbut 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 com¢ 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’.

*Adapted from Philip Kotler's Mé_r(:eting Management: Analysis, Planning, Imp!ememaﬂ‘&n and
Control, Gth ed.(New Delhi: Prentice-Hall of India Private Limited, 1988), p.425-28,
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Cost of goods sobd: This is arrived at by ca!culatmg the ‘average cost’ of Yabour’,
‘raw materials/components’, and ‘packaging’ per umt Here, m this case, it works
out to be about 33% . of sales revenue. '

-Gﬂm margin It is the dlffercnce between sales revenie’ and ‘cost of goods sold*

‘until the fifth year, which means that it is worth only Rs. 24 lacs to

7.8 BREAK-EVEN ANALYSIF

_proposal. The simplest is Break-even Analysis, in which the marketer

~the pro;cct

' Development costs: Thcsc costs mclude the product development costs’ - o

(researching, developing, and testing the phys:cal product); ‘marketing research
costs! (brand name testing, package testing, test marketmg, eic.); and the
manufactunng developmem costs (new equipment, new plant and mventory)

Marketing costs: Thase éosts cover a_dvcmsmg, sales promoﬁbn, and

persona!

selling expenses, mainly. Marketing administration costs are dlso mciuded Imtmlly,,
marketing costs are likely to be a high per cent of sales. But, over the years, it

- would lower down. For example; here, in this case, these are about §7% of the
-, gales reveniue in the first yea.r. but come down to 42% in the fifth. '

Allocated overl!ead' Thns covers the cost of cxecutwe salanes, electr ity, ofﬁce -

“space, ete. - . ,

Gross conlrllmtion. lt is fotmd by subtracnng thc prccedmg three co
‘gross margin’,

JE] from the

Supplementsry cbutﬂbuﬁom it is "use_d to include any change in iﬂco:r__lé from otﬁe'r

income may be 2 ‘reduced’ income on other company products (C
incamie) or may be an ‘addltlonal’ income om other company produg
income).

company products caused by the introduction of the new product. 'ﬂhis ¢hange in
a

nibalized
ts (Bragalbng

Net contrﬂmtion. It is the fmal contributlon amvcd at after ad]ustmg the

supplementary contribution’ w:th the *gross contrlbunon’

Dlsconnted contribution: It is-the ‘present value’® of each future con
(discounted at 15% per annum) For examplc. the firm will not rece

can earn 15% on 1ts monegr

tribution
ve Rs. 48 lacs
ay if the firm

Cumulstlve discounted clsh flow: Thls is the cumulation of the annuial ‘discounted
contnbutions’. It heips the marketer in deciding the fate of the new product -

project by showing the ‘maximum investment exposure’, or the highest loss that

the project can credte, e.g,, in one year, the firm will be down a maximum of -

Rs. 47 lacs — this will be the firm's loss if the project is dropped afte;
elso helps the-marketer decide better by elling the ‘payback period’,

r one vear. It
or the time

by when thq firm recovers all its mvestmem e, g the payback 'period here_is about -

%4 years,

The marketer, therefore, has o dec:ae whether he can expose ‘the firm to'a loss of

Rs. 47 lacs and wait 314 ycars for payback.

Marketers use other financial measures also fo evaluate the merit of

no-1ss) with the given price and. cost structure. If the marketer belie

:1 néw-product
estimates

es that the

how many units of the product the firm will have to seli ‘o brcakncvln (no-profit,

firm can sell at least the break-even number of umts. he will like to

o akead with

*The present value V) uf a future sum (I) fo be. recmed t yenrs from. today and dlsccuni.ed at r interest

Fate is given by

.v BE




“The break-even point, in terms of rupec-volume, can be derived from the formula Ecomomic Anaivsis —
o : _ Evaluation of New
FC S i ) c Product Tdens/Coucepts

: veC

SR

where, FC = Fized Costs
o V{C = Variable Cosis
SR = Sales Hevenue

Thus, if the total fixed cost of the project is esiimated to be Rs. 14 lacs, variable
costs Rs. 33 lacs, and the iotal revenne Rs. 118 lacs, the bréak-even point will

Come to
14,00,0600 _'14,00,000
33,00,000 072
118,800,000

or Break-even. point = Rs. 19,44,444 40

At a price of Rs. 24 per unit, the firm wilt have tb sell about 81,019 units to be
ahle to break-sven '

) The unit volume at which the marginal contrlbutlon wnl! Just cover fixed costs can
. also be calcula:=d by the formu]a,
L . FC FC
" Breaneven peoint = —— = —————
MC P -VC
Where,
MC = Marginal contribution
P =selling price per unit of the product
VC =variable cost per unit of the product

100000 14,00,000
_24 - 6.6 17.4

- = Rs. 80;459.77
or, about 3,353 units

The greatest value of break -evén analysis in new product planning is. g 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.

Activity 3

Develop/Find out a formaula for calculating the break-cven p'c_nim when a target
profit is also to be covered along with fixed costs by the contribution.

I T L T T A P R T TR PR P

*Tegal number of units 1o be p’aduced and sctd i :s assumed (o be 500,000, Therclore, N
Rs. 33,00,000/500,000 = Fs. 8.6 per unit. oy
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been mere 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 s the
capital expenditure as it may eventually be a sunken cost. Returns anticipated must
be seen in reiating to the investment invoived. Large profits shown by a new
product ma, be less attractive when compared with the capital ourlays necessary in
the beinning. '

Return-on-investment {ROY) 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 shori-time project is of little CONSeGuETCe. .
But, for long-time projects, early inflows of cash are preferable, as early cash can
be re-invested. .

The most common methods of assessing return on investment are “payback’,| ‘rare
of return’, and ‘diseounted cash flow’, - '

Payback

It is mainly concerned with how long it will take the firm to get back its initial
investient, It adopts the commonsense rule thai projects with shorter payback
periods & e more valuabie 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 irvestment recovery means ower|risk,
A payback period of one year or even shorter is not uncomnmon in these indstries

Rate of Return

It relates net earnings to the ¢ost of the invesiment. The average (annual) rate of
return’can be caleulated as )

Average net annual income

Average net investment

To illustrate the calculations in the simplest terms, suppose a Rs. & wmillion
investment is projected to produce a net annunal income of Rs. 400,000, on an
average. The average investment is derived by dividing Rs. 8 millier by 2, which
would roughly cérrespond to the midpoint of the life of the project, The average
rate of return, therefore, will be :

Rs. 400,000
Rs. 4,000,000

Discounted Cash Fiow

X '100 = 10%

The discount method of handling cash inflow accousts. for the time value of
money. The idea is that the future vajue of an investment 'is ‘enhanced by the dash
accumulating. at compound interest. Thus, the future value can be ‘caltl?liated by the
standard compound interest formula,
I
Fv = — ]
(+in

whete,

FV=Future value of an investment
I=]nitial 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 proposai has
years from today and discounted at i interest rate is given by the formuls

o= In
(L+i)"
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The present value of an investment can a]so be ar{wed ‘at by conversion from
future value, PY=FY (I/1 +i". The expected cash flow from the pew project is
‘discounted to the present time at a compound rat¢ of interest and thex comparcd
‘with today’s investrnent. Present-worth tables are normally used to aid :
" galculations. ‘The choice of interest rate t~ discount the annual cash inflow can be
.made in two ways. A firm can take the prevailing interest rdte in the money
market (ds its cost of capital), or it can use thie rate currently earned on its
invested capn;al {as an opportunity.cost).

‘In'the. ﬁnal assessment, the new—product proposal should be acceptable only if the

total of present values of annual earninigs is 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 ceat).

1.10 -ECONOMIC ANALYSIS SUMMARY FORM*

N

Table 1 contains the baslc preparation sheet’ wh:ch precedes the financial summary

{Table 2) statement and. permits calcuiations in whatever mode is preferred by the
firm. In actual use, ‘formats of the tables can be simplified to cover only what the
firm wants. The given. forms arz comprehenslvc and. cover ajl uptlons

Table 1
Date of this 2nalysis ¢ .oovneesesiiscnnneee Previous analysis: oo, S OVRTUTOTR
1. Economic conditions prevalent:
. 2 The market {cacegory) : :
3, Product life ¢ .oocvuveernnns. YEBIS
4. List pricé:; Rs. et s s snesseinessensdoesentess OFHEE QHSCOURLEwsues s ooversisaneoes

Distributor discounts rrreresensenenr e e tssesi s tisaes s veveesee e PEOMOLOR. 2

" Explanation of any unique costing procedures being used : ~

Net to factory : Rs . Quinmy A PO
Average erees per unit sold: Rs. et b na e e vh st aatna R et n e aes
5. Rroduct costs:
 Applicabie rate for indirect manufacturing costs:

.6, Future expenditures, other capitat invesiments, or extraordinery expenditures:

- 7. Warking capital :. LT ey ettt ata e s sanes et sramas aansasdneeesennrnneanieessrsensnnnannenes W0 OF SAlES
8. Applicable averheads :

. Carparate : ... PRSI 6!‘ sales

TERVIBEOM T veevuerrroniensernernes e st n et s e e rar e arn e s anan ettt reeerr e T of sales

. S«}Crawford C. Merle, New Products. Management (1llinois: Richard D, Il\fm Inc., 1933),-
PP 431-53 .
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. Indirect benefits to be included in the calcaiation; if any fe.g., sﬁ'pport te product line) :

Expenses t¢ date : Rs.

Capital invesiment to date : RS, ...co.coivreveerenn.

10. lndlreci costs to be included in the calculation, if any (e.g., early closing of plant being
causzd by canmhalnzauon)
11. Net loss on cannibalized sales, if any, expressed as 2 percentage of the new product’s sales : |
: B S AL AEE hg st 1ot ne e neenn s neann L)
12, Futare costs/tevenues of project abandonment if ihat is done instead of mariceting the new
produc" RS et e ——— A, UV O
Is.. Tax credits, if any, of new asscts or expenditures :
RS iveieslvennan,
4. Applicable depreciation rate(s) on depreciable assets:
................... Faon %oy vereirennies T0 DB et
15, Central/State income tax rate applicable:
Comeneits:
16. Aﬁplicab]e cost of Eapital D veee To
=+ Risk premiums or penalies : ._,.... vereireo o
Required rate of return @ ... [RT— Yo
17. Basic overall risk curve applicable to the Net PY :
’ Standard oF .ooeeuiveiniinnnn
i8. Key elemenis to be given sensitivity testing (e.g., sales, brice cuts):
19. Sun costs :

20.

Elements of new product sirategy lhm are especaal[y relevant on.ehis prorq\al {e.g:,
d:ve:,sal" ication mandate or cash risk):

21,

/Basic sales and cost forecasts:

Direct production cost
per uml

Unit sales Marketing ¢

Year

XPEnSes

2.

Other special assumptions or guidelines:




The followiang terms used in Table 1 are intended to mean as given: - : + Economic Analysts —
. ) . - . - . Evalration of New
Ecenomic conditions = Differences from the on-going economic forecasts, if any. - Product 1eas/Concepts

The market (category) = The defined fnarkct for the new product, the growth rate
assumpiion, and the total carrent market in unit as well as rupee volurnes.

FProduct life . = Number of years used for the economic analysis of the new
product. .

Pricing = The intended selling price of the new prodict.

Futare expenditure = Every future outflow of money. Any expenditu're that will
not be covered by the regular Income Statument.

Working capital = An estimate of cash, inventories, and receivables that will be
needed to support the sales volumes. '

App’limhle overheads = Overheads causaily related te the new product, £.g., an
expanded sales force. - ' -

Indirect benefits or costs = Any special benefits or costs that are of significant -
- size and are fairly easy to quantify. ' :
Tax credits = Any central or state incentives-for the new-product activity in the
public interest, : ;
Basic overall risk curve = The curve of possiblf: putcomes around a profi mean.

Sensitivity testing = Effects of changés in the input element which require special
consideration in the analysis, : ’

Elemenis of sirategy = Strategy that prompts the new product proposal.
- Table 2

Proposal @ ...o.eimrane s T deerie vbreameetin v atntneeeennearee

Years on the markil

o |1 {2 3 14]s

1. Unit sales

2. Rupee sales

3. Productions -osts:
{a) Direct
(b} Indirgct '
{c) Tolal

. Gross profit

. Direct marketing costs

. .Profit contribution

. Overheads (excluding R&D} :
(a) Division
(b) Curpt;)rale
(c) Total

L= R

8. Othér expenses/incomes

9. Depreciation
.10. ‘Indireet benefits

11. Indirest costs

12. Loss on canoibalization
13, RED (vet to be incurred)

14. Extraordinary cxpenses :

15. Project abandonment costs/revenues
16, Salvage

17, Sunk’ casts

18. Total overkeads and expenses

L 19. Income before taxes

contd.
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Product Managemen e {a} Taxes on income
(b) Tax credits

ic) Total |

21. Income after taxes

22, Cash inflow: '
(a) [necome after taxes
{b) Drepreciation . ' : ]
{c} Production facilities
(d) Working capital : lnv‘cm'nr_v ) ¢
(¢) Worlking cupital : Receivables
() Met cash inﬂows.

23. Discounted cash inflows

"4, Nut. present-value : Bs. ...,

25, Internal raté of return ; ,............%

29, A'cc'ouming_ rate of returm @ ... ]

27. Payback @ .............o...... eETE

Acitvity 4

Try to select a company that has a Firancial Suramary statement on a new product
‘praject T Compare it wich Table 2/1 and see what are thc similarities and
differences. Would you like to preparé it again?

7.11 SUMMARY

Once the screening process has forwarded the seemingly viable new product ideas,
it becomes necessary to. choose the best ones through a process of economic
analysis. The process of economic analysis enables the study of sales costs and

i . profit projection of a new product propesal. Economic analysis therafore would

' involve a study 3¢ the market potential and market demand as well az on

estimation of sales and costs for future periods. The unit discusses the methods of
estimating cosis and forecasting sales analyses like the break-even anhlysas and
return of investment have also been discussed. Summary form of economic
analysis have also he&n diseu.sed to enable an averall framework for| economic -
analysis,

7.12 SELF-ASSESSMENT QUESTIONS

1) it is said that economic analysis is a continuation of screening. As practiced by

© some firms, & may be difficul! to determine when one ends and ihe other
starts. How, :hen does economic analysis differ from screening nd what does
:t seek to acme\

2) Since market poteniial is a theoretical co*lccpt more than an-actual forecast,
now is it useful for ceunoniic analysis?

B4
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3) Examine “'e difficulty of formulating an initial sales forecast tor:

R mar!\edly different from the ex1st1ng ones, and
/ .00 product.

4y =+ the sales history of existing products gmde the new product’s sales
fe.- oer?

3} Wh: . (he purpose of doing break-even analysis in economic analysis?

Project Questions

1} Compare a consumer goods manufacturer’s approach to estimating market
potentials with that of an industrial. goods manufacturer,

2) . I the economic analysis stage ends with a “‘go’” decision, a new product
project propesal will be prepared vide a report to top management. This report
will provide guidance 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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UNIT § TEST MARKETING AND
-~ MEW PRODUCT LAUNCH

hjectives

CAfter studying this unit you should be able to:
- @ Define the purpose of the rationale of test marketing

# Discuss the m_ajor test marketing strategies
# Dxplain the concept of. simulated test marketing

# Elaborate upon the process of new product'la._unch.

Structure

8.1 - Introduction
8.2 Purposes of Test Market

8.3 Test Marketing or no Test Marketing?

8.4 Test Marketing Strategics
*8.5 Shmulated Test Marketing

8.6 Mew Product Launch —the Marketing Plan
8.7 Defining and Seiecting the Target Market
6.8 "Product Strategy and Product Positioning
8.9 Pricing the New Product

8.10" Advertising the New Product

8.11 Puming it al} together

B.12 Summary

8.13 Self-assessment Questions

8.14 Further Readings

&1 [INTRODUCTION
Coming just before commercialization or launch, test marketing is the final stage
of new product development process. This is also the final chanee o evaluaie the
new product and its marketing plan belore ity full-scale distribution in frade
channels. A limiied supply of the new product is produced and distribuled for sale
in one or two markets with all-promotional support given.. Sales rmeasuferneni e
taken. In tius way, marketer can learn what might happen in actual ma keting of
the new product and make an informed and final decision about launching.

. Today, an increasing nuraber of companies are turning to test markeling us it can
indicate the best segments for the new product, the market potential, the products’
performance under actual operating conditions, the key buying influences, how the
buying influences react 10 alternative prices and sales approaches, etc. Hxperts,
however, contend that test marketing's real value is not in sales forccasting but in
knowing abcut unsuspected problems and opportunities 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 Talas went in for ftest
marketing. But, more recently, TTK group test marketed Yuommies, their new
snack food, and Lipion test marketed a chocolate spread with the brand name
Covo. Vazir Sultan had test marketed Charms cigareites before fuilfledged
launching. dMcDowell had test markeled Sprint in Bombay before going natinnal,
as Pure Drinks had done with Campa Cola in Delhi and Parle had dene with
Thums Up in Bombay. Metropolitan test marketed their brand of shirts for a
period of six months in Bangalore before going in tor full-seale production and
marketing. And, mosi recentiv, SNirma Chentica! Warks have tos( markeied their
toilet soap and toothpaste: and Cuficld i), Mietas the 22 co moped] That is 10
say, more tecently, test markuting has become » popular marketing tech ique in
India.
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8.2 PURPOSES OF TEST MARKETING - = e ot Lasieh

The objective of test marketing may be an investigation of buyer characteristics,
trial and usege rates, purchase frequencics, product applications, results of altering
marketing inputs, response from the trade, ete. But, the majer purposes of it are:

1} To obtain reliable forecasts of sales volume. -

2) To obtain information that can. help correct any prebiems with the new product
- or its marketing plan.

The firsi objective is far maore important. The role of test marketing is in planning
a national introduction and setting capital budgets, Therefore, projection of
national sales takes primacy. -

Al the same rime, marketers need diagnosfic informaiion zo revise and refine the

new product or 1he marketing strategy. The problerus may be seemingly minor but

must be resolved, For example, an industrial firr.: developed a very complex new

technology, gave it thorough technical testing, end went into 2 regional test

marketing, Only then did the firm discover thai the sew system could be blocked

by a group of consuliing engineers who had ot been inciuvded in the marketing

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 purpcses are of critical importance o the test marketer.
Activity 1

Does your company test market? Why? What is the experience? List down the
products/services test marketed and the major expeiiences therein.

$.5 TEST MARKETING OR NO TEST MARKETING?

A cxamination of both the advantages as well as disadvantages can help us -
answer this dilemuma, '

The basic reason why rest marketing is flourishing is the belief that vesults are
obtained under realistic conditions and can, therefore, be generalized. There is also
“a belicl that test markering is the only tool that comes close to predicting ROL.
The most notable advantages of test marketing are: '

a) markelers can pretest alternative marketing strategies,

b) the firm may get valuable clues 1o various market segments of the new product
and its disiribution management, T

¢} hesides identifying sales potential of a new produet, it highlights the sources of
sales,

d) it brings our all the unsuspected product faults, difficultics and problems in
time for them to be laken care of, and '

¢} it exposes the ideas and concepts of marketing planners and developers-te the
reality. ' ' :
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New Producl _ At the same time, the most cbvious disadvantages of test marketing are
Developmeni and . .

Product Management - a} i is time consuming and delays the start.
‘ o b) it is cosily and the value of additional information may be nil,
¢) competiters may deliberately disrupt and tangle the results,

d) it may be exploited by the competition to strengthen their produets 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 natnre of produet i
also a factor in testing decision. Modifications, for example, don’t require test
marketmg Also, the products with expecied low sales volume. :

In Indla, test marketing may be used more frequently for consurner products than
for industrial ones, as most.of the industrial products are highly customized and
the firms can obtain new-product feedback by user-io-user sampling —a more
personalized and informal way.

The decision to test markei or not also depends wpon the degree of perceived risk
and estirnates of comparalive costs. As a generalization, test marketing is desirable
when risk is hign and costs of a new product introduction are large. When
opposite conditions prevail, there is less reason to test market*. For example,

" industries such as autos and steel have high investment needs regardless of
‘production volume, then, what is to be gained from test markating? Tes:
marketing is really useful when it can help defer substantial investments until sales
can be forecast with greater assurance.

That is to say, the most competling redson for test marketing should be risk
reduction. But, not just the monetary risk. A national failure is very much capablc
of ruining the channel refationships, lowering the morale of the sales force, and’
reducing the confidencé of investors. -

At the same time, test marketing shouid also identify ways to improve profii. A
carefully structured test marketing can identify how to improve product,| price
placement and prometion. The channel relationships and production facilities can
bz put to acid test. Things can go wrong, but test marketing helps them to be

~ corrected before futl-scale launch. -

Activity 2

State advantages and disadvantages of test marketing the following produkts: a
hand calculator, a week-end magarine, » high-priced cosmetic (night) cream, and
an information catering service.

*Cadbury, ND, “When, Where and How to Test Market™, Harvard Bu:nmess Review (May-.!une. !S{TS),
pp. 945-98.
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$.4 TEST MARKETING STRATEGIES New Product Laanc

Before deciding on any procedure of test marketing, the issues of ‘test markets’,
‘duration’, and ‘information’ are to be settled. ) '

Test marketé

Selection of test markets becomes a critical factor, especially when the purpose is
to 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. ) )

Test markets selected must he representative of the universe of the customers
envisioned in the marketing plan. They should typify target groups, sales outlets,
‘media patlerns, and the competiiion. No outside influences should be able fo affect
sales within the test markets. ' '

Ft is possible that a new product fails in test markeiirig 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 toothpaste. The results were not of much
“promise, and the firm decided 1o drop it. But, today, they have second thoughts. .
“Pepsodent’’ may be back.

If it is difficult to find a good representative city or region for test marketing, then
the most critical factor to be awarc of is by how much does the city or region
selected vary from the aational format. With the help of this information,

behavioural factor specific to each city or region can be developed which can be
used for extrapolating national sales.

The second concern, in the selection of test markets, is regarding the number of
(st markets to v.. chosen. Experts opine that muclh’ depends upon the objectives of
test marketing cad it 1s largely a function of reliability expectations. if, by test
marketing, the marketer wishes to predict the results of a national launch, then

. one or iwo representative cities oy metropolitan aress can suffice. Bat, if, from test
markeling, the marketer intends 10 assess the relative cffectiveness of his plans, he
should choose as many comparable test markets as the number of plans he has for
testing.

At the same time, if the citles are Tound very helerogenegus, or no single city is
found typical of the entire market, more cities may be needed to predict results
accurately. Also, it the number of variables to be tested is large, it may be
necessary (o increase the number of test markets. But, the test marketing costs also
po higher with the increase in the number of test markets.

In Indiz, because of inadeguate pation-wide transportation facilities, markets are
mainly local or regional, Therefore, most of the marketers are more interested in
regional taunches. Hence, iwo -or threc comparable cities in the final-launch-region
should suffice for test marketing. For example, if the marketer wants to launch a
new product in the southérn region, then iwo/three cities from among Bangalore,

Hyderabad, Madras, and Trivandrum can be selected for test marketing.

Duraticn ) )

As such, there is no required time period for an appropriate test market.
Marketers prefer to shorten the test period to minimize competitive reaction, but,
for consumer produc[s, fime may be required to build retail distribution, 1o
develop censumer intercst, and to provide apportuanities for repeat purchase.

in case of certain products, such.as with high purchase frequencies, early sales may
be a poor indicator of eventual perlormance, for their {riers may build up rapidiy
al first and then decrease expouentially in succeeding times. Hence, such products,
with short buying cycles, may ofien display *‘humped’’ sales curves. Therefore,
such products should be test markered [or tong enough time for the trial rate to
tevel off and for repeat purchase patterns to take effect. That is to say, if the new
product 15 a8 ¢onsumer acu-durable, then lest marketing should include at ieast 1wo
or three {repeat) purchase periods to study brand lovalty.
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If the competition has resources and desire to launc_h the {new) product itself, then
test marketing should- be very short, The very first green signal should induce
national/full faunch. Also if the test marketing costs are high or increase with the
duration of testing, then cut short the test time as soon as the value of|an
additional unit of £ime in terme of satra/new information is |0w

At the same time, suff:ment fime should be allowed to take care of the|deficiencies
discovered i the product or the program before the test marketing is called off.
For example, if the packaging is so: as attractive or advertising is not as
communicative 2s desired, a new packaging or a new advertising copy should be
tried before the close of test. marketing. )

Information

*What type of information is 10 be collected in test marketing?*’ is the next
major issue in the strategy of test marketing. The type of information ti be
collecied is related to what constituies as marketing program. If the tegf marketing
‘mix has. different levels of advertising, then reaction to advertising theme shouid be
elicited from each sample respondent and their recall should be measured.

The new product can be shown o the respondents and their reactions to its
concept, design, size, price, eic., can e sought. Then, the respondents should be
encouraged to buy the uew prodes . After trial, once again reactions to'its _
concept, design. size, price, ete,, should be elicited. After some Tepeat purchases
also, a further cross-checking should be done on the sume atiributes of the new
product.

To check the pérforman;e af the test marketing program at retail outlets, number
of autlets, their size, shelf space, display, s~les velume, stocks, prices, efc., should _
be noted, '

Test marketing data coilcction should begin after the new product has been therc
in the market for some weeks. For example, in case of the one month test
marketing programming of & new consumer non-durable, the following
information may be collected during 5<10 weeks: product awareness, product
usage/non-usage reactions, product advertising recall - un/aided; frequency and
volume of purchase, other brands used before and during test marketing, rating of
each brand, repeat purchase pattern, product perception, etc.

Activity 3
Suppose the marketing manager of your firm recommends that the new product be
test marketed before going national, But, the CEO argues that time should not be
wasted as ““getting the jump’’ on competmon was all important. What would be

your argument?

8.5 SIMULATED TEST MARKETING

Simulated test marketing (3TM) was introduced in the ezrly 19705 as an alternative
to tradltlonm test marketiny and has been greatly refined during the 1980s. Ina
stmulauon a few hundred consumers are exposed to ads for a new product — often

" at a shopping centre — and ars given cither free samples or an opporlunity to

purchase the product. The consumers are then questioned (over the teleplione}
regarding their reactions to the @ roduct and e rupnrc[msc intentinns, sing the
data developed through such ipee the mio b’y potential sales volume can
be predicied.
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Many marketers use this fechnigue in combination with the more traditional
approach, especially in case of packaged goods. it is, partially, becausc the
tradivonal test markering is viewed as very expeusive, time consuming and open to
spying by competitors. The cost difference can be amazing: less than one- -tenth. A
time pericd of three manths is considered good enocugh in the sxmulated technigue.
Still, it is ver to win wide accepfance for the experts opine that simulations are able
to identify potential procuct failures more than predicting the upside potential of
producis. '

8.6 NEW PRODUCT LAUNCH - THE MARKETING
PLAN

When ¢ = test marketing results are positive, the new product is ready to enter the
final barterground — the markei. In this part of the unit we shail look at the factors
and steps involved 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
followed for the produdts introduciion into.the market. 1t should ciearly specify
the marketing objectives, sirategies 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 pricr to

' . the launch. Marketing planning is a continuous activity in the new product

development process and informally may start ar the time of idea development
itself. Formally, it should comnience as soon as the preduct development stage
begins. Like all importdni plans, marketing r}lammg for launch is an ilerative
Process.
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Seiting 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 critica, specially
if the new product teamn is large ard diverse. Marketing objectives clearly written
down and communicated can have a synergising effect on the activities of the new
product team. Typical marketing objectives for the new product should contain:

& Unit or Rupee value sales of the preduct by the year
@ Market share by the year .
® Preduct profitability in terms of perceatape marging and payback:

In the carly siages of the new product development process, the information at the
disposal of the marketer may permit only rough estimates. As more information
starts coming in as a result of market studics and test marketing feedaack as well
internal cost data, the objectives can be refined and made more reallstlc

Sitnation Analysis: An analysus of the envn’onment surrounding the new preduct
is critical to its success’ rand usuaily i 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 analysm in this respect would comprise of the macroenvironmental -
. analysis, the market analysis and the internal analysis

Sl
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The macroenvironmental analysis involves the study of variabics that lie ouiside

the firm and may have implication on the products market and the company.
Specifically, it would include a study of the economic situation, the political-legal
situation, the demagraphic and.social trends as well as the terhnologﬁcal )
developments. The analysis gives a useful framework for the marketing pian to be
developed.

The murket analysis vz essentially undenakcu to provide an inpui iy designing a
successful marketing sirategy. It should include;

© Markei overview — An assessinent of the quantitative. and qudllt tive aspects of
market size and growth. -

& Segment overview — What s the targer segment? How are t'ie segments
distinguished, and defined in terras of size and growth trends?

@ Consumer overview — A definition of who ar¢ the buyers, the purchase
influencers? What, whent and how do these target consumers buy? Why do they
buy? What are their preferences, nceds and wanis?

s Competition overview — A definition of the competstors and their relative
strengtiis and weaknesses segmentwise. A critical assessment of {heir products
and consumers’s perceptions of their produets, Competitors, strategies for

. pricimg, advertising, distribution, an assessment of their marketing position.

Time invested in market analysis usually gives rich dividend at the fime of planning
the positioning strategies of the new product. : :

The internal analysis pertains to an assessment of the company’s resources with
reference 1o the hew produci. In respsci of the marketing pian one must
specifically analyse: '

& The sales force — How de you assess ihe present sales force in terms of their
capabilities of selling the new product? Would they require additional training
inpuis? Do you reguire a new sales force? .

® Promotional set-up — Do you require significant changes in the advertizsing and
promotional set-up?

© Disirihution sysiem — How do vou evaluate the service and distr bution system
with reference to new proguct? Do you require significant modification? What
ngeds to be dogne to assme dealer ‘;upport to the new product?

The internal assessment mwst also consider the strengiths and weaknesses {}f the

other functional areas that have a diréct bearing on new product development. As
pointed out in Unii 5, the integrated approach presupposes a critical assessment ‘of
manufacturmg, research and development, finance and marketing sirengths, and

weaknesses, :

8.7 DEFINING AND SELECT ING THE TARGE.T
MARKET

Markei sepmentation, the definition of clusters of consemers within 2 market such
that there is relative homogeneity wishin each group, can utilise several bases. You
have already studied these in M8-é. Perhaps the most prevalent methed of

~ sepmentation for new products is benefit segmentation. Benefit segraentation

recopnises that people seek different benefits from their purchases and have
differenit motivation to purchase. Using this approach it is possible [for the market
to define the benefits and. attributes rhat must be bnili into the new product and
commnunicated to the consumers. In fact, the positioning and communication
strategies are largely defined by the benefit segment- selected,

Any segmentation analysis wonld yield a rurnber of potential segments and present '
alternative attribate packazees that can be built into the product to make it more

sulted to a-segment. It is, therefore, importent 1o identify criteria used to select an

appropriate. market segmant for the new product, Some commonly usexd crltena
are:

o Segment aftracliveness in terms of market size, growth and future poteniial.
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® Fase of access in terms of seliing effort distribution channels etc. o Test Marketing and

& Degree of fit in terms of the closeness of match between meeds and preferences. New Product Lacoch
of each segment and the attributes and possibilities of the new product.
o Competitive situation in lerms of where the competition js lowest, weakest or
mast vilnerable. ' o
@ Relative advantage in lerims of ihe differential advantage that you may have
relating to product features and benefits as veell as entry strategy. Fit and ease
" of access only suggest adequacy of the segment, In order to be desirable a.
segment Thust offer possibilities of competitive edge. ] .
@ Profitability in terms of offering you to the grealest possibility of meeting your’
profit znd sales targets. '

8.8 PRODUCT STRATEGY AND POSITIONING

Product strategy takes shape side by side with the delipition of target markets, -
Product strategy in the context of new products would mean finalisation of the -
product benefits features and attributes and developing prowth straregy.

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 tc the consumer. it
fielps to list your product benefits as they Lecome important determinants of your
positioning. For cxampie, a benelit of a new lawn-mower may be that it can be
easily ‘operated by eiderly people. This benefit may be translated into a product:
feature in the form of rotorwheels to give easy maneuverability and relatively
lighter weight material used. Feature and ateribuie definition in detail may bring
vou very close to the defining the product specification but it does Lelp to bring
the product profile into a sharp focus.

Product Positioning: Positioning in the market-place means deciding how the
product will be perceived by potential chistomers. A product positioning statement
should clearly show the end-use, and the benefit sought to be delivered. For
example, a possible positioning siatement for a light commercial vehicle could be
3 toiigh, long lasting, durable, reliable, premium-pric.d vehicle desigried for fast
and easy loading and maintenance’, The specific consuiner benefit offer by a
product is an integral part of the producis position, but position 5 a more
comprehensive concept, Positioning reflects the fusion of product ciass, preduct
proposition and distance from competing brands to enable the best possibile
approach to the target consumers. Perceptual mapping and other marketing
research inputs are used to map positions in consumer perceptions and products
are targeted at these. A statement of product positionir g should define how the
product will be placed in the market and in consumer perceptions relative to the
tompetitor’s products. Consider the following example for the positioning of
Eveready.Super, Union Carbide’s premium brand, in order to meet the demand
for a hattery less prone to leakage, for casseite tape- recorders, cameras,.
calculators and battery-operated toys, Unien Carbide. developed a battery in 1985
using Zinc chloride technolegy. 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 baitery available in India: This position would force
comparisen against Union Carbide’s own “Red Eveready®’ and may eat inio
~jts sales. Again, 100% leakproof performance cou'd not be guaranteed.

by The _Superior Modern Technelogy position: A valid positioning, but it woulﬂ
again force comparison with Red Everéady and the competitive edge will be
lost once competitors like Novino and Nippo follow suit.

¢y Performance Positioning: This positioning more than any other would hurt
Union Carbide more than its competitors as it would have implied inferiority
for thé entire standard range fred, white, blue) of Eveready batteries which
‘comprise 45% of the total batiery market. :

d) End-Use Positioning: Market resedich §tudies conducted for batteries had
‘clearly indicated that consumers had adefinite hierarchical perception of
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guality relative to the end-use for battery. Since a transistor is perceived to be
-a& superior eguipment as compared t¢ a torch, & battery designed specifically
for a transistor is perceived to be superior to that made for torches. Research
alse showed the hierarchy order of guality equipments to be photoflash
equipment, CTR's motorised gadgets, transistor and torches in that order. It
was therefore, dacided that positioning Bveready Super as the product for
moedern machines i.e. photoflash equipraent, Cassetie tape-recorder and other
motorised equipment would make consumer 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
alzo felt that communication of the product positioning should contain some
referanice t¢ the reason why consumers should belisve the claim — the Zine
chioride techrology would give the reason. The positioning statzment for
Eveready Super ultimately emerged as ‘No other Batiery-can deliver such
excepticnally high power and life for your power hungry high drain devices
because it is made with the breakthrough, first time in India, Zinc chloride

. technalogy’ . '

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 on estimation of consumer’s valuation of the
product, Seme basic guidelines could be: ’ S

a} Use the products target markei and positioning strategy: If the product s
arrived at a niche market, one with specialised needs and if the positioning is &
nighly differentiated one, in essence you have a mini monopoly situation. A
premiurm price strategy would be & good route to foliow. Conversely if the product’
is not well differentiated from compeiitive products and if the target market is also
served by others, a competitive pricing. policy would be more appropriate. /

Low price markes a good weapon to apply when you have & reai and sustainabie
advantage. Similarly, a low price sirategy makes sense when ii is a part of a long-
term strategy to sacrifice profits to cubtivate market share.

b) Skimuming versus peaetrziion pricing: As you have already studicd in a
skimming pricing policy the product is aimed at the marke! segrnent for which the

- product has most value and which will pay a premium for tt. Profit per unit will

therefore be high but volume, lower, The sirategy makes good sense when the
product is something of a novelty and those who.are aware of the product are

~willing to pay a high price for it. Skimiming is aiso used when the firm expects

potential competition and wants-to build up brand perference.

A rapid penetration strategy aims at launching the product at a low price and,
spending heavily on promotion o lower bayer resistance, and bring about a fast
penetration. The strategy may lead 1o a readily growing market share especially
when the market is large with a fair reaction of the targel market baing price
sensitive and the company is expeciing growing potential competition. The
underlying assumption of the penetration strategy is fhat units costs fall with the
seale of production. The aim in this case is to attain marlcet dominance and high
market shares as a key to profitability.

A combinarion of the two strategies over time is also possible. Initially a skimming
strategy, attracting the high value markets can be adopted, kesping the initial risk
low. As the produst gains acceptance and when the investment is partly paid back

‘then production is increased, prices are lowered and 2 dominamt share of the entir

market is sought. In such cases timing is the critical factor, the shift should be
timed before the competitors have had 2 chance to develop §imilar offerings.

¢} The product pricing needs te be in line with the corporate strategy as 1o new
preduct is & stand-by itself item, it is a part of the larger gameplan. In keeping

9L



with the long-term corporate plans, kigh profits and high margins may be Text Marketing snd
sacrificed in retura for the effective corporate market development. : o New Product Lanach -

d) Promotional pricing: 'When there is a cerrain 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 is that it allows the normal price to be retained
* g the consumer is fully aware that the low price is only introductory in natureg.

.10 ADVERTISING FOR THE NEW PRODUCT

Advertising usually represents the thrust of communication efforts i case of 4 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 case of new product advertising.
Developing the advertising plan in case of new products involves the following
decisions. L

e 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 gttitude?
establishing a unigue image? '
promoting trial . :
promoting repurchase (trial having been accomplished through free sampling)?

e Determining the advertising budget ~ In the absence of precise information
about market definition, determination of advertising budget is a difficult task.
Normally the objective and task method is utilized, in conjunction with
sstimates of expected expenditures on the new product. '

o Deciding on the advertising strategy — Advertising strategy decisions closely
foliow the positioning decision and are designed to establish the :
communication components of positioning. : .

Jre-communication research is used to provide inputs to the positioning by
segment 'decis_ion, and also to provide guidelines for copy development. The
* generation of a number of messages instead of just one has now become the rule
¢ rather than the exception in the development of new product campaigns, all
focussing on the same theme/positioning. Examples are the Maggie noodie and
»Milkmade ads, featuring varying messages on the same theme.

-

Media Selection — Done in the light of the definition of target market segment,' :
media selection should enable the enhancemeﬂt of communication effort thre 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 shouit
take into account the time response function to the_imroductor)/asdvertising

as well as the likely competitive reactions.

§.11 PUTTING IT ALL TOGETHER _

~ To weave together all that you have read of the new product launch ‘4 s consider
" two new product launch examples. e

New Priduct' Launch — Binnie’s Potato Chips r

Jagatjit Industries an established manufacturer of alcoho) and malted foods, kad

decided to make a foray into food processing in 1986 and work on the Biniue's

project had commenced then. Following is the story of the Binnie's launch as told

in ‘Advertising, and Marketing’ (August. 1990). ;
; .

-

Thie product \éiihl,"\ﬁrhich the company chose to make its entry into the food
processing seqtor was the potato chips. The reason seemed obvious. The market
sppeared to be a very promising one. The few brands that were arourid at that
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“doing too badly. Also, it was gengrally felt that the business was a p

" But when the planners at Jagatjit put pen to paper, a. shghtly dlffere

. market. Bemg Just another rh:p wouldn’t do the brand would need .

_salted potato chips. If the comparly could provide a range of chips
flavours, it would give it an-edge over all chips — branded or unbrangded.

' Besides, Indians are known to favour spicy flavours. And the diverse

~-capture thcse tastes in its products it could have-a wmner

© specific in each area: Says Bhakat : " “*Once we'had a shortlist of flave

" prevent the flavours from flying away, and at the sdirte tlr_l_le it had tg

-comes in a closed ﬁack

- product was a me- -too one, the paraméters of the brief were simply b
‘budget and targets that the comipany had set for itself’’. The agency
Jagatjit initially wanted-to iniréduce the product in the horth and was offering

time — Gold r’ Krisp and Uncle Clups mainly had seeded the mark:}

Said Vice-President, Sanjiv. Bhakat, ‘Tt looked like a good propositi
wanted to make sure that our project, plannmg was perfect’.

and weren't '
ofitable one.

n. We only

11 plCt‘Lllt‘ .

emerged. From a long-term point of view, the company would. ‘have 1o take into

eccount the plethora of brands that were bound o appear on the sh

ves. Al%o,

there was the major threat. of a renowned manufacturer, Pepsi, eniering the -

“What could it be? ‘Bemg a relaiavely new concept the sglling of bran

involved re-defining the. eating habits of families, and to find a speci
the product one had to look at this aspect very closely’. The compan
being a high-priced product (consumers are potnd to compare its. pri
of potatoes), the brand had to offer something more than chlps mad

: deflmte USP

ed ChlpS.

1 position fo
knew that
with' ‘that

local halwai or the housewife, The competition afier all, wasn’t with just other
branded chips. In fact, today one guesstimate says that the markei~for unbranded .

" chips is— at 2,000 tonnes per month— ten times the branded variety,

thie housewife could season the Chlp In other words, they could pro

de only plain
ith dlfferent ‘

‘Research provided a clue to the problem. It was found that neither Ee halwai nor

cultures that -

exist across the country have only créated a multitude of tastes. If Jagatjit could

““Food is like a rel:glon in most lndian homes “lf we couid give the

housewife

enough variety in terms of taste, the chance of our product ehtering homes was.
much higher than that of our competitors’’. Plus, the taste strategy looked a very

Indian tastes’*..

_effective way of blocking Pep51 as the ‘“Yanks would take some’ ‘times to_figure out

Surveys were condu:ited in different regions to idemify the most popular tastes

scientists were told to s1mulate them in the form of edlble flavours’

packaging. Here too, the company aimed to differentiate its product.
we had to strike a balance between economy and flavour.-The packag

urs, our

"After deciding in on the flavounng aspect, the company 5 attenuon, turned to

‘In this case,
ing had to
be cheap”’.

After considerable deliberéii‘ons; thé company chose to-opt for a two-layered

Other manufacturers were using ‘an outer layer of metaliised polyester

- biaxially oriented polypropylene packagmg with reverse printing on:the outer layer.

and eithér a-

“high-density or-low-density polypropylene film for the inner layer. Moreover, the
‘outer layer was surface printed leaving the possibility of-the priiting wearing off.

‘There was a certain logic behind'the design of the pack 100. “*We used a white
base since it is the most reflective on the shelves. The pack is fully ccverecl except

for a small window so that a conswmei cdn see- what he or she is buying"’, says
Bhakat. He explains that consumers still tend to be susp:c:ous of anylhing that

Manager, Srifivas Balram of Mudra, the agency handling the account,

four flavours - Regular Salted Pudma Punch, ’\‘lmsala Munch and T
Tlckler

The initial clwice fcr the launch strategy lay in elther highlighting the

%

- The questmn now was of fmdmg the rlght commumcauon platforrn say's Account

gince the
sed on
as told that

mato

product |

range or the brand itself. The ﬁrst option, it was felt, was bctter lefi glone since

either- by the - ’



customers would take their pick of the flavours only over time:.The second route o . Test Marketing and
of projecting the chip as erispier, tastier and ‘betier-than-the competitor, the agency  ‘New Product Launch
felt, was suspect as a consumer may not be persuaded that the new brand was .~ a :
indeed substantially better. *“We had to, clearly estabilish a brand image that would - .
become a permanent point of difference and none of these atiributes served that -~

_purpose” . Permancnt because braad loyalty is notoriously low.~ -~

So where did the communication answer lie? Research revealed that around 50 per
cent of consumption was accounted for by youngsters 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”.
.Addi_tiona_lly, 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.' . . ) . . . . .

There is little doubting 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 435 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 to this rush of flavours. While it has succeeded in

" pulling in buyers, the company found. that its regular salted version’s share was a

Y

mete 5 per cent of total sales. And since the range offers the highest profitability
(because flavouring costs are not invo_lve_d), the company has tried to rectify the
situations. A few months ago, it introduced indirect flavouring in the forin of an

imii dip.- The company hopes this measure will raise its share of plain salted chips
to a higher level, g ° A

Lehar Pepsi Launch — End of May 1990, -Pepsi, the tﬁ:_tke‘r‘ of the world’s most
popular soft drink entered the Rs. 800 crore Indian soft_dririk'market despite
protracted delays and intense opposition by competitor Parle.

. . . P
Moving cautiously in the. face of tough competition, Pepsi launched its product: '
selectively in Rajasthan, Punjab, Haryana, Maharashtra and the South. Two
months after the entry, it launched its 90 second television advertisement on the
national network, the longest among Indian commercials. While Pepsi is framing
aggréssive marketing sirategies to take on its giant competitor Parle, the latter is

reacting by bringing out new produicts 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 .~ -/
remotely near Parle”. Pepsi is now busy finalising its plans for an QOctober laurich. .
in major markets like Delhi, Bombay and Calcutta which constitute 40 per cent of -
the tountry’s soft drinks market. By the year-end they plan to be all over the

.~ country. We are planning to come out with Indian flavours and with plastic

" pottles, an orange flavoured drink too and even cans”.

Yet that does not mean that everything is hunky-dory for Pepsi. Tt is'setting up

‘merely 10 bottling plants which is no match for Parle’s 60. Due to a 0’ je-month

delay in getting clearance, Pepsi was forced to enter the market only by end-May —
when the peak soft drinks season (nearly 70 pef cent of soft drink sales are -
betweeiL March and June) was about to be over. According to a conservative
estimate the company has already lost Rs. 8.crore, as @ result of the delay, on an

‘investment of Rs. 50 crore.

That obviously bothers Pepsi, however, it is now trying [o-Qvercome bottlenecks by
attacking the market. Asserts Ravi Dhariwal: “Our first task was to get people to-
try a new product in 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 @ closely guarded secret.

7
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Development amil -

O Te e '. ‘
by i
“ouia wrink by naine. he, would recomm\.nd Pepi. The company sent’ mysiery buyers.

o 8.12 s?ummng _:_f_ :. -

Pepsx ‘has tned ali stratagems from the ma'keten/s lexicon. Con,ﬁumers weze ..
prodded to-ent the newspaper advértisement of the Pepsi'Launch. in. their mty and

. exchangeé it fﬁr a free botﬂe from any shop. The company claims the offer wis a
- tésounding siccess and” reaclwd as much as 25 per cent of thie households in each -
.of these cities. At least 1 Jakls consumers dvank Pepsi free in Madras. Ia. Grder to
.weoo the dealer Pepsi has introduced plasti.c crates instead of the wuaden one in
‘Bangalore and is offering specially desighed plastic ice-chests which will cut down

the ige costs by as much as 30 per cént for the retailer. ln Madras retail outlcts are

_serviced twice da1ly in order to keep retailer mvestmems on storage ow. In

" Rajesthan, I‘cpai adopted Amer V:llage riear the hlstoncal fort by painting ahe

"+ entire market. wuh Peps: Emardmgs snd stackmg the product m vmu'ﬂly evea'y shop
‘-fln-‘hem it : D

Lo wn ,r 53] puSin Pepen in Punjab the cnmpany mtroducedf a scheme -
;v retailer wmrld be givén one. crate of cola freei if on being asked fora

to various shops o check ugp-on this. [ order to mﬂp up: margins t0 the retaller i

. Rajasthan, the: company launchcd a refill schemé for’ every crate “sold; twir bottlés .
-‘would be given frec. of cost virtually giving ihe Tetailer an extra 8 per cent- margin. -

Says N. K. Gupta, _Dxrecmr ‘of Jat Dirixiks, a Pepsi bottlér in nexi season, SThie

company | has already spent Rs 20 lakhs on hoardmgs in] the ]ast two months®.

Ac:mly 4 . S : k
Descnbc the procedure lor test. marketmg and launchmg & washmg machme

" Which cities would you “seleit for test marketing and how many‘? How: long will be
the test ran? What type of information will be collected’? What other ’ :

facmrs/demsmm m}l be constdered"

_ 'The unii encompasses the- f:nal stages of the NEw product development pmcess _
namely test makmg and product launch. The section o test marketmg explains the.. ’

fationale for test mark&tmg and discusses 'the strategies used 10 test market. The
scetion of pmduct latnch’ gives a detailed déscription of the marketing pian for

‘new produci Jaunch and.the steps needed for defining and selecting the target ;

market. The product ‘strategies including product posmonmg, pn..mg and
promononal strategy have also been cxpiamed .

813 SE-LE;ASSEssMENT'*'QUEsn“oNs-: |

; 1 What is the rationaie’ for test marketmg D:scuss suuamms, whegc you thmk
.~ - test marketing is nol need/desirable. )
o 2 How would ¥ou evaluate test marketmg resuits [cr use a8 mputs in marketmg
. .planning: - - -
3 Diescribe the steps mvolved in new product latmch . ;
"4 -Digonss 1he concept of product posmomng wnah respect to a new mmumer Do
Pmd,uct and a servzce* e - - e

@
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BLOCK 3 BRANDING AND PACKAGING
~ DECISIONS -

Branding and paékﬁging from impor&nl. aspec& ol the product 'pol_icy.

~This Block Branding and Packaging decisions consists of two units covering these two
aspects. Packaging dates back {o primitive times when il was used essentially as & protective
measure. As the concept of marketing has shifted from a selling orientation to a marketing

* orientation packaging has also come (0 accupy an importani place as a tool of market

caltivation. Unit.9 discusses the basic principles associated with packaging as well as
marketing nses of this teol. v ' '

Eranding represents an effective way to impﬁn product identification. It also leads to
creation of a distinct product image often Jeading to cultivation of brand loyalty.

Unit 10 discusses the rationale for branding, gives a model for brand name sclection
and explores the concept of brand positioning in detail. o
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UNIT 9  PACEAGING DECISIONS -
After going through this uait you should be abie to : o L
© Relate ihe imporiance of packaging in the present day competitive énviroament
© Comment upon the fnctions of packaging .- . oL

® Descrite the different packeging strategies .
& Discass the legal and social aspects of packaging. -

- Strueture

9.1 Introduction _ R
92 Importance of Packaging in Marketing
93 Packaging asad At ’
9.4  Packaging Concept

95  Packaging-and Product Differentiation
. 86  Scisnce and Technology of Packaging
97  Packing Notes and Packing Lists

9.8  Trends in Packaging Machinery

9.9  Functions of Packsging -

9.10 Packaging Strategies

9.11 Legal Aspects of Packaging

9.12 * Cost Effectiveness of Packaging

9.13  Social Aspects of Packaging

9.14 Summary _

9.45 . Self-assessment Questions

9.6 -Further Readings

91 INTRODUCTION

" The Websters compact dictionary describes “package™ to be items bundled togethei and
“packaging” to mean the activity of enclosing in a package. This is the simplest way of
defining packaging. ’ R ) . B _

The fortune exccutive encyclopeadia defines packagicg to be planging and fashioning the
complete form and structure of a products’ package. A products package generaily includes
aspects like size and shape, colour, closure, outside appearance protection and economy,
convenience, labeling and the packaging materials designed to safeguard the product from
the effects of the environment, S ) R

Another definition available on packaging describes it as the art, science and technology of

‘preparing goods for transport 2nd sale. This can be highlighted through the following -

diagram. : : . ' : ’
o Figure 9.1 : Deflniion of Packagiog

ART . SCIENCE . . TECHNOLOGY
Behaviowral aspocts including size, ~ Feasibility of " Infrastructure to manufacture proposed
shape, colour, outside appearance of proposed packagiog packaging design including machine
the package. _ design techaical man :

PACKAGING

We shall takc‘.up each of the above mentioned aspects of packaging in the following
sections, o ' : :

92 IMPORTANCE OF PACKAGING IN MARKETING -

Historically, packaging was 3 production oriented activity in most companics; performg_éi: '
~mainly to obiain the benefits of protection and convenience. Today, however, marketing

103




Branding and Packaging Declsions

_® ldentifying brand name and seller

' Packages go all thé way back to the primitive times when people used anim
* baskets as containers to carry wild berries and other fruits from forests to ca

‘newer materials for packaging were discovered and as of today packaging

sngmﬁcauce of packaging is fully recognized, and packagmg is truly a major competitive
force in the struggle for markets. The widespread use of self-service selling means thai the
puckage must do the selling job af the point of purchase. Shelf spgce is ofteni 8t a° premivm;,
and it is'no simple task for manufactuzers even to get their products displayed in a retail
outlet. Most retailers are mclmed 1o cater to producers that have used effective packaging.

In uddmon. the mcrcas:d use of branding and the public’s rising standards i i hcaith and
- sanitstion have contributed to the amporlance of packagmg Safety in pac

én e&pecmlly lmpon.nnt mnrkex.,ng and social issue in recent years.

. additionat selling poms for marketers. One new developmem in packaging that will be.
.particularly interesting 1o watch in the commg years is the aseptic container—a “paper

bottle” made of laminations of paper, aluminium foil, and plastic. Iis airtight feature keeps
perishables fresh for 5 months without refrigeration, and it coste about one-half 4s much as
cans and 30 per cent as much % botllcs. Specifically both packaging and iabellmg are useful
for:

® (Creating cuStomer salisfaclion- :

® Protecting the contents inside

® Communicating the product atiributes .
® Helping in product handling.

® Promotihg the product with- aurauwc design and cotours
® Keeping costs down :

® Telling the ingredients of the product

® Oflering customer convenience,

9.3 PACKAGING AS AN ART T

skin and grass
. Materials
like earth and glass were used to design contsiners to store and transport lighids. Later
erergedasa
polent marketing tc-ol It is this aspect of packaging which constitutes its artistic parameter.

. _Packagmg has now come to be defined as the Sfth P of marketing. It gives a|n enbanced

value to the product per se. At this siage, :t is imporiant 1o understand that a package may
include threc levels of material :

i) A primary package which is the producls immediate container;”

iy A secondar}' packsge which refers to addmonal la jCl’S of material that rotect the
primary package and Whl(.‘-h are dlscal:ded when the product is about tobe used;

iii) The transportation package which refers 10 packaging necessary for storage and
identification of the packaged products. This can- be illustrated as;

Figure 9.2 ; Levels of Packaging

T e mm e W P e e Em S e R EE e = .

TRANSPORTATION
SECONDARY
l . PRIMARY PACKAGE ]

PACKAGE

PACKAGE.

. . .
R R I e

I




Let us take a simple product like a toothpaste to understand the levelsinvolved in° * o * Packaging Decisions *
packaging. The extruded aluminium tube which holds the toothpaste-is its immediate - - e '
primary package. The cardbotrd container which bolds the: tube is the secondary package.

The carton/box which consists of a number of cardboard coatainers will be transportation ™ .

package used for distribution purposes. - . A N

Activity 1 = . S
For the products given below ideatily the primary package, scoondary package 10d
transportation package. ; : :

. Product o Primary peckrge  Secosdary package Transportation package -
. Biscuts '
2. Coal
" 3. Shampoo
& Oilfor Cooking
. $. Plant & Machincry

It i evident-from the above exercise that the importance of packaging largely depends upon
" the type of product. The differen® levels of packaging, type and importaoce would

vary with the type of product whether consumer product/industrial product/bulky
product/light product/solid product/liguid product. It would also vary with the distance
over which it has to be transported, Let us take each type of product separately and siudy
the impertance of differant levels of packaging for each. : :

Consumer Packaged Goods - o B

" These are defined as consumer products packaged by manufacturers and sold through retail
autlets. Food, tobacco, toilelries, health and beauty aids and household products are
typically involved in this product classification. Thus, goods availablz in a typical provision
store like tea (Brooke Bond, Lipton etc.}: coffee (Nescafe, Gold Cafe): chips {Goid *N* chip.
Ruftles, Aloos); soaps (Cinthol, Lux, Pears); detergents (Suef, Nirma); medicines included
in the OTS (Over The Shelf) category like Vieks, Burnol, Band-Aid, Dettol, lodex Spray.
and other bousehold products like pressure codker, iron, pas sloves, il constitute consumer
packaged goods. : £ : : :

Mast of these products belong 1o the “me-too™ category ie., theve exists very fitile
differentiation as far as the actual physical product and its propertics like colour, size, o _ ¢
texture, and laste are considered. Consider the case of refined grouadnut oil used as 3
tooking medium. Several brands like Postman, Dalda etc. exist which are similar in the
chemical properties. Earlier these were avaiiable in aluminium tie packs of different sizes.
However, markel research conducted by the respective-companies revealed that the
© consunier was finding pouring oil from aluminium tin a messy job. At the same time the
tin pack also resulted in problems with respeci 1o lifting il and wasiage due to spiltage.
Another drawback of the pack was that il was not reusabte as it tended to rust or dent
- and hence was mare ofien-than not disposed off as scrap. A new packaging in the form

of moulded plastic jars with handles and convenienlly designed nozzles to.facilitale
pouring was introduced. These containers also lend themselves to be reusable for stering
liquids like kerosene. petrol and other such liguid products, They are leakproof and .
odourless. Yet another packaging design introduced for refined cooking oil are the Pearl PE?
bottles. These are transparent unfike opayue moulded plastic jars, they are odourfree, can
be reused for storing water in the refrigerator and other such multipurpose uses; .
convement to by pliced nedr the gas stove as they require less sianding place and can he
used directly to our oil while couking. The consumer of today whe is more laclined
towards hygienic products available in small economy packs is very much influenced by
such innovative packaging offering multipie benefits. The introduction of refined ground
nit oil in PET battles by POSTMAN has largeiy contributed to its higher sales and

market leadership. . i - : .

9.4 PACKXAGING CONCEPT

The above example clearly illustrates motivation research and the art of packaging.
* Packaping is largely used as a potent 100l for differentiating products which are essentiatly -
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similar. Developing 2 package requires primarily io establish a packaging

ncepl. The

packaging concept is 2 definition of what the package stonld basicaily be or do for the
sanicular prodect. Other componeat elements fike size, shape, matsrials cotour, text and
brand mark alse need to bc tested for varicus alteenatives and \.emi)muncns To understand

{he kesting of a p—a:kagmg concept let us consider (he puckaging of ©
cizareties, Cigareties slso belong to the “me-ton” caiegery with & number

CHARME™ brang of

brands competing

in the market place. They are ail similar with respect (o all the four Ps of marketing via.

pmdum_, price; place and promotion. They all cater to a variety of consum

grs including

working men, colleps students and executives. At this point of time 2 cigagette largsted

"lowz rds ihe younger coilege going consumer was 1o be introduced. Cther g"air-g_s heiug

essentially the same, it was iie fifth ‘P viz packaging which could matck
the target consuimer. The behavicural aspect of the conmamsr was studied,

he product with
A package which

would symbolise youth and fresdom, which would be easy o carzy sround aod reasonably

priced to purchase needed o be created. This was the packagiag voncept.
whick emerged finaliy was blue in colowr, depicting the textore of the den
prand in the centre contained the brand name “CHARMSE”. The packet w

The package
i jeans. A red
a3 of smootl an

soft blue, paper, instead of the thick carion like package availzhle it general. The
correspondence batween the packaging design and benehits of the copsumer can be diawn

out as under
Package Design Banefits
l. COLOUR DENIM BLUE Masches with the free life style of youll. Jeans are &
: : symbok of youtk.
2. TEXTURE SMOOTH BLUE ?APER Econoimic as well 25 plogsy laok.
3. PACKE’.T SOFT Can be conveniently placed in the noikels of the

shiri/jeans/eic.

Two. wiiite bir&s flying

4. DESIGN )
towards the sky

gmmuon

Activity 2

This symibolises 2 reiease fom the tensions for the young

For the two products given below, identify the packaging concepts and the necd /benefits

offercd by the new packaging over the earlier packaging.
1)  Froeit Drinks : (Frooti etc.) introduced in Tetra Pack
Earlier Packaﬂng

New Packaging Concept

Beunelits offered by new packaging .. .. ...

i) Paints : Tntroduced in Acrosol Spray cans
Farlier Packaging

‘New Packaging Concept

sEE e

Bogedfts offerad hy new packaging

PN A
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9.5 PACKAGING AND PRODUCT DAFFERENTIATION

A‘mther a.speci of consunmer péckagaﬁ grsols é@i@g@zy is the use of 'pazkgin'g to brand 2
hitherto peneric product. A case which setly Blugtentes this is the phenomens] sweoess of
SRLART FOODF—a Brzod of choese PODOONG. . . .

Popoort which wes afherwise evailable in conventionsl sec through polyethyiene bags in
reguler and spiced Davours sd tmarkeied Brough supe poarkels, groceries and other retail
outlets wes braaded and paekiged differently, - '

“The product pev s wes presium quelity whit popoom seazoned with aged cheddsr cheese!
{¢ was wholesome sad paturel Wit no anificisl preservetives or colpuring. This was packed
in & beg which fearured a coal biack backgroma with » bright groee soingelc and ason-
veliow ¥.esnels spifliag oul of e top—4 picce of true pop ant. To this wes Iatos sdded a
oote on the back from Gie founders “unlite naughtly junt-food companics wio do meas
and nasty thiags io ke, popoom we e our kernels witk the love ead respect that resl
food deserves.” :

The zang.packaging resily slbod ap'a-ﬂw—'fas _ﬁhq?keegcis who stocksd thie product i was the
disappearing Biack Bag Syndrome. Packaging is is sristic formn can be understood through
this product success, Super raarket chains fefl in fove with the shiny bleck bag. Smart foods

ihus inzovated the obvious acveniage using packeging concepis.

Another distinguishabie festure of the black popoa g was that & was reseatzble, Tt was
in the form of a Tug-M-Tie bag which couit be reciosable was cheap to produce aed easdy

© . adaptable 10 existing technelogy. The popcons scied g5 & mera filier o this innovative

packaging ides of 2 resealable bag. The benelit il affered to the consumers was that even if .
{he contents of the bag could not-be devoured i 8 singie sitting it could be resesled and -
used again witout thi POPEOTS getting SOEgY. - '

Of course, sings then, many other Isaack-foaid comp:aniss hive juniped on 1o the bank-
" wagon with similas blick bags of popoorm but stsrt food sttt remaing one of the largest
selling snack-foods in the LS. ' : :
Activity 3 N -
Can vou think af o tradiional fndian snack, which can be packaged sbitably o appeat o

\he consumer? What would be the factors regitivetd 1o make g supceas?

25 SCIENCE AND TECHNOLOGY OF PACKAGING

Tilt now we have bees 1sfking mainly about aon-pecivhablélconsaimes peckaged go3s with
lumger shelf lives. Let i now wrato packaging of perishabie products fike fresh fruits and
vegelables, whith sre trarepriied over long disiances,

Transpor! packages 2e2 employed in"order 10 faciiiaie sanus] handiing and to collect and
coneain fxed queaiitios of praduce, Musmally o2 han o2 TaRIpon packagt is vsed
dieicz the total distribution of a particular iterm-—ome package mey e used for coliecting of
tive srogtuee frow e feld o the vaching howse, coe for tivo transit from the producing
cowiisy i (e Importing conslry fin caee of expont order} and one dor ransport from a
prepaciing centie 16 3he retail outlet.

i Prepaching of freh frudis and vegetabits g gereraliy pazried o wslng 1 L
8 weags of piaisc Gt such &8 potysisyienz of VG, ofien in the form of shruk Wrsp.

stresch it or cling fibm.
| | gy



Bmdhgand Packaging Decisions _

i)

A)

B}

. Sacks are traditionally madc of]ule f:bn. or sm-uiar natural materials

» bags made of paper, perforated polyethylene or polyprepylene film, plastic net or

cotton;

@ shaflow trays of moulded pulp, cardboard, thermoformed plast:c ar expanded

polystirene covered with plastic film;

® baskets with handles, made of wood veneer, moulded pulp, cardboard,
thermoformed plastic or lnjectlﬂll moulded pkastlc, covered with plastic film or other

types of closure.

' Transport packaging for &wh fruits aad vegetables is dom.mated by
A) Closed boxes made of wood and oorrugated or solid fi breboard, .

B) 63::(:&:5 made of plasuc ot paper -
1) Woodes Boxes

" Matenials used for manufacture ol' wooden boxes include natural woo

manufactured wood-bésed sheet materials. These are plywood, hardb;
board. Whatever wooden materials are employed, the components ha
assembléd into a box. Wooden packages need to be fastened securely

d and industrially
pard and partice
ve to be -

using nailing,

stapling or wire stitching. Wooden packages also cequire lining with paper or
- corrugated fibreboard when used for produces having delicate skin.

2) Corrugnted Fnbrehoard Boxes

Boxes and trays of corrugated fibreboard are made from a wide range of paper

materials. The selection of raw materials to be wsed for corrugated |

x¢s i extremely

important. Unbleached, virgin coniferous kraft is most appropriate fo liner materials.
has a high tearing resistance and stiffness and a low rate of moistuie absorption from
the iir. The quality of the ffuting material is crucial to the performange of the
corrugated board. The most appropriate material for fluting is sémi-chemical deciduous

paper which combines good prodiction aad functional properties.

To permit the ventilation necessary for most distribution modes, ventilation holes are

usually provided in fruit and vegetable boxes. Carcful atteation must
number, size, shapz and position of these holes to £Dsure that the box
strength while the required ventilation is provided.
1) Sacks.

reu,aLed by sacks made of synthetic materials and paper. due to cost

be given to the
retains sufficient

These have been
factors,

appearance. mechanical properties and risk of infestation and spreading of insects, - -

Thus an ideal packing is one which ensures safe arrival of goods ai de

stination, It must

be strong enough 1o protect its contenls against hazards iike danmpmsF rough handling.
stacking, improper stotage and pilferage. However, packing should not be such as te

ddd unnecessarily o freight expenses or o import duties in countries
levied on the basis of weight of goods. .

where these are

9.7 PACKING NOTES AND PACKING LISTS

While a pﬁck nole refers to contents of one individual pack, the packing
consclidated statement of contents for a number of cases o packs. These
followmg manner

Packing Note'
L. Packing Npie No. e,
2., Datc of Packing.
3. 'Name and sddress of cqmrlcr
4. Name and address of § -.mponer
5. Order No. .
6. Dme ‘
7. Shipped per S:"S of Air Fmsht by Flight No.
8. B/L or Air Way Bill No. and Date
9. Marking numbers say 1/10 w0 10/10
10. Case No. vo which this Note relnm
11. Contents
108
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 Goots - Quantity Weight Packed Checked - . Packaging Decisions

Gross Net

Packing List

1. Packing List No.

2. Dua of Packing

3. Name and address of exporter

4. Nume aod address of imparter
5. Order No. .

6. Date

7. Totat No. of Cases

8. . Marking (say /1010 10/10)
9. SHipped per S/5 or Flight No.
10. B/L or AWB No. and Dae

In this section we have covered the technical feasibility of an art proposed for packaging. It
is important to determine whether or not the proposed matcrial would be adaptable to pack
the product whether it could be produced economically o a scale required for the product,
whether there exist enough sources of suppliers for the product package of whether
packaging machinery needs to be installed by the company. in order to take such decisions
it is necessary td-know about the recent trends in packaging machinery which will attempt
to trace in the nexi sectian,

95 TRENDS IN PACKAGING MACHINERY

To date, 120 packaging functions have been identified and 4000 different packaging
machines which accurnulate, 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 Closiae -

Bag making : The types of bags which can be made automatically are:
1} Side Weld Film Bags - . :
2y Sardwich Bags

3) Bread Bags

.4} Botiom Seal Bags

5) S-0-S Bags

6} Sawchel Bottom Bags

73 Flat and Square Bags

Bag Fitling _ .

1} Tiling Powders and Granulated Products by Volume,; .
2)  Filiisg Powders and Granuisted Producis by Weight,
3 Fillag by Count '

Bag Closing

B) Botie Closing - : _
Different machine operations are invoived in closing boltkes with various {ypes of caps,
filmeats, plugs and carks, This includes techniques iike:
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" Briinding and Peringiug Decistons

D}

E)

Fj

G)

- Preumatic Chuck Screw Capping

Mechanical Chuck Screw Capping
Roller Screw Capping

Gas Flushiag and Veceum: Saaliog
Press-on Capping

Plugging

Roll-on Cappring

Heak Seal Cappmg

Cap Feeding

Coating and Lan!iaatmg Machines perform ihe foﬁmvmg functions _

1) Flexographic Coating

2) Rotogravure Coating

3) Extrusion Costing Processes

4) Laminating with Water Borue and Solvent Bome Adhmwas
5} Laminating with 100% Solid Adbesives

Codiug. Msrking and Imprinting : The techmquee. avallable on dxfferer! machines are

1y Flexographn: Imprinting

2) Offset Imprinting

3} Stamping -

4) Non-Contact [mprmmag

5) Eebossing, Perforating and Notchmg Maintenance Reqmremmts

Corrveying, Aeumulaimg iind Unmmhling operanons petformed through

machmes iike :

l] Belt Conveyors

2} Roller Conveyors

3) Chain Conveyors

4) Air Conveyors

5) Elevating Conveyors
6) Accumulators

Form—-Fiil—SealIIg

1) Vertically Formed Pl]low Pouches

2) - Teirahedron Shaped Pouches and Flat Bottom Bags
3)---Horizontally Formed Pillow Pouchies

4) Liguid and Semi-Viscous Product Flllmg

5) Dry Product Fitling

Labeling : The techniques included here are

1) Spot Labeling with Water Soluble Glue
2) Wrip-Around Labeling

3) Pressure Sensitive Labeling

4) Steeve Labeling

5} Bag Labeling

9.9 FUNCTIONS OF PACKAGING

On the basis of the readmgs so far, we can draw out a hst of’ functums permrmcd by
packaging :

i)

ii}

PFrotection
The primary function of packaging from times unmemona! has been p

miaction of the .

product from being destroyed or spoiled through environmental hazards. These
include breakage/damage due to rough handling, protection from extreme climatic
conditions-such as hest, cold, monsoons; protachon {rom contamination or absorptlon

of moisture e!c

Dlﬂerenilation/l’osiuoning
In recent tithes when more and more products belong 10 the “me-toc”

category it is

pnci:agmg which lends a differenit positioning to the product. It offers COnSUmens

acwer benefits enabling differentiaticn of the product. .
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iii) Packsging for Promotion

v)

)

: ) ' . ‘Packaging Decisions
Packaginy is largely used as a promotional tool. Se vera] schemes like offering of
discount on purchase of cerizin number of packages, offering acoessories for the product
alongiwith the package are introduced by the markeier to faske the product more
appealing for e.g., children'’s products like chocclae offer certain gifts like games, toys
etc. on collection of & certain number of wrappers. Small samples of new prodicts are
often offered along with existing product of the company £.g., oier of Lux Supreme
premium seap with a large pack of Surf by Hindustan Lever, Also at times the

package is made attractive by making it reusable .g.. ings offered by Cadburys for
drinking chocolates etc, ' L

Packaging for Pricing . ,
When a company plans 1o launch a product in the premium warke: it can do so by
giving it in a premivm package. The package enhances the value of the pwoduct which
if placed in an ordinary package would not be as appéaling to the targel consumer.
Also, at times, a package smaller than the regular size and shaped cddiy may be priced
higher and yet achieve the desired effect .g., selling of Ketchup by Maggi m 400 gm.
bottles compared to the usual 500 gms.

Packzging for Convenience - ,

The package is designed keeping in nund the disteibution chappel it has 10 pass
through. it tends convenience to the producer, wholesaler, retaiicr as well as the final
end-user with respect 10 stackizg, displaying, occupancy of sheli space, rausabitity and-
disposal.

Packaging has thus emerged one of the most poteni markeling tools in recent times.
Product successes have come 1o be closely related with new packaging sucoesses rather
than new product innovations. - :

5.10 PACKAGING STRATEGIES -

Changing the Package .

In general, management has two Teas0NS for considering a package change—to combat &
decréase in sales and to expang a market by attracting rIc'«'w_ groups of CUSLORIETs.

More specifically, # Tirm may want to take advantage of new materials. Some companics
change their containers Lo aid'in promotional programimes. A new package may be used as 2
major appeal in advertising copy or because the cid container may not show up well in
advettisements. -

Packaging the Product Line .
A company must decide whether (o develop a family resemblance in the packaging of its -

severa! producis, Family packaging involves the use of identical packages for all products or '

the use of packages with some common feaiure. Shahnaz Herbal, for exampie, wses virtually
identical packaging on its famous line of beauty products. Management's phitosophy
concerning family packﬁging generally parallels irs foelings about family branding. When new
products are added to a line, promotionai vilues associated with old products extend to the

0o

w ones. On the other hand, family packaging should be used only when the products &re

related in use and are of similar guality.

Reuse Packaging . " : : _
Another strategy 10 be vonsidered is reuse packaging. Should the company design .od . -
promole a package that can serve other, purposes after the original contents uave toen
consumed? Glasses containing coffee can later be used 10 serve frait juice. Baby food jars.
make great containers for small parts like nuis, bolts and screws. Reuse packaging also
should stimutate epeat purchases 45 the cofisumer atlempts to acquire 3 mat;hing setof .

containgts. :

Muitiple Packaging

.

For many yeais there Has been a wrend toward multiple packaging or the praciice of placing
several units in one container. Dehydrated soups, custard packs, golf ball buitding hardware,
chocolate, sowels, and countless other producis are packaged in multiple vnits, Yest after
test has proved that multiple packaging increases total sate of a product,
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9.11 LEGAL ASPECTS OF PACKAGING'

The labeling laws require safe pa.ckagmg and wammg labels on
person and other substances, A pacxage must neoessmly give complete

1) Date of manufacture
2) Date of expiry
3) Guarantee period

" 4) Batch No.

5) Volume/Weight of conteats

"6) Name of manufacturer

7y Instructions how 1o cpen il,
8) Trademark of manufacturer

9 Price -

-asthecasemaybe | o : |

i

materials such as
mfmmauon aboat:

For certsin edible products a standard size of packagc 15 to be used. in. India food procducts
are often compared to AGMARK standards and if & prodact conforms to one it should be

be mentioned on the packagc
It is illegal to copy the packagmg desxgn of lhe compemor but there are

‘notified on the package. Othet products are wmpared to 18! standards wlnch sheuld agam

several instances of

similar lookmg designs of a successful product beiny copied by comnpetitions. The recent
HTA V/S Lintas war for Cinthel (Lime) V/S Liril clearly brings out pagkaging wars

. between competitions. Both, Cinthol (Lime) Soap and Liril (Lime) Soap have been

introduced in similar light green wrappers with. idengical plctures of lime. The case about

who has copied whoa has not yet been solved.

1912 COST EFFECTIVENESS OF PACKAGING

While packaging is essential fér a product it should not become an unneessary evid, It is

. important to study and compare the cosis involved in packaging against

generated additionally. The various alternatives 1o be considered are:

i} ‘Whether to have 5[:- ordinary packﬁgi'ng Or an expensive one;

iy Whether to package goods oneself or give an outside contract;

ifi) Whether 1o bqrchase paikaging machinery or package ﬁanuaﬂy;. i

the benefits

certain cases;

iv) Whether the benefits availabie to the consumer through the peckaging arc really
tangible or not i.e., whether or not thcy would be ready to pay addmonally for the

benefits. -

v) According to the _marginal. curve there exists 2n inverse relationship between
packaging costs and incr2ase in sales. After certain point it is no longer beneficial o
incur more packaging costs. It is necessary for the marketer to detepmine this limit. -

'9.13 SOCIAL ASPECTS OF PACKAGING

1) In an economy like vurs which requires every rupee for its development unnecessary

packaging to atiract consumers can be considered a waste of resources. Fancy
expeasive peckaging not coly raises the cost of the product to the consumer but siso at

‘times the cost of the package i is higher than the cost of the contents.

iPackaging shouid

be lisited to functions of protection and holding rather than a too! t'or advertisement.
Ancther stream of thought, however, is that ordinary packaging would necessaily

diminish the edge of competitiveness and the drive for inriovétion
cxist. Thus, packaging up (o a certain limit can be used as a marke
exzessive uag would be sel-Gefeating,

2) Polution

wuld no lenger
§ tocl but it

 Disposal of consumer packaged goods after they have been utilised tesults in piling up
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of solid waste, This creates unnecessary pollution in the eavironment resulting in ‘ . Puckeging Decisions
ecological imbatance. Certaixi type of packaging ‘material is difficult to destroy and is C -
aot reusable also. Tn the present day situation when each drop of water is precious and
every space of land is important it is a crime to pile up unnqcﬁsary scrap of tins, cans,
and boxes. ' . S - .

Some socig-economic criticisms of packaging ate - . o
e Packaging depletes our patural resources: This criticism is offset to some extent if
packagers increasingly make use of recycled materials. Another offsetting point that

effective packaging reduces spoilage (another form of rescurce waste). v

® Packaging is excessively expensive. Cosmetic packaging is often cited as an example '
here. But even in seemingly simple packaging—tinned fruit for example—hall the
production cost goes for the container, On the other hand, eftective packaging reduces
transportation costs and losses from product spoilage.

o  Heaith hazards occur from some forms of plastic packaging and some aerosol cans.
Government regulations have banned the ise of several of these suspect packaging
materials. _ : - , o ' _

e Packaging is deceptive. Government regulation plus improvement in business practices
regarding packaging have reduced the intensity of this criticism, although it still is heard
on occasion, : e oA S

914 SUMMARY e

Dating back 1o primitive times when.it was used primarily as 8 protective device, packaging
has evolved as the fifth P of marketing. The unit discusses the basic concept of packaging,
the functions and the strategies of packaging. Legal and social aspects of packaging have
also been discussed. ' . ' .

915 SELF-ASSESSMENT QUESTIONS

1 Discuss the importance of packaging as a ool of market culttvagion. -

2 Packaging has been criticistd as being expensive, giving no 2dditional value and often’
- deceptive. How would you justify marketers use of packaging: o .

9.16 . FURTHER READINGS

Robert G Cboper. Winning ar New P;ro_dm'rs, K.ogan, Page 120 Pentoville Road. London, -
1989. ‘ o : :

' G.L. Urben and J.R. Haug, Design and Marketing of New Products, Englewood Cliff,
_ IN. Prentice Hall, 1980. . N :
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UNIT 10 BRANDING AND BRANI
. POSITIONING

(}bjeciives

Afier going through this unit you shonld be able t0 :

®  Discuss the rationale for branding '

®  Evolve a framework: for brand name ssiection

¢  Describe the concort of brand positioning

®  Explain the positioning strate.-es for market leaders and followers,

Strucinre

I0.} Introduction

10.2 Pranding - - :

10.3  Brand Name Selection Process

10.4 Positioning of 4 Brand _

10.5 What do you do when you are first
186 The Mind Eliminates vs. the Mind Eanks
10.7 Positioning : Preduct Differentiation
108  Some Classic Pesitioning Eramples
13.9 . Ingredicnis of a Leadership Position
10.1 Positioning of 2 Follower

10.11 Repositioning the Competition

10.12 Sumraary

10.13 Self-assessment Questions

. [0.14 Further Readings

10.i INTRODUCTION

In the last wnit, we bave desit with you the role that packaging plays in the marketing of a
product, Let us now discuss why we need o brand 2 product? How can one go about
selecting o suitable brand name for 8 producy? Whas positioning of 2 brand is ail ghow? K
‘How can we apply this concept of positioning to a brand in prectice to establish a
meadingful communication for our brand with ihe target audience—the brand is intending
to target or e brand s actuaBly targetting.

16.2 BRANDING

Before we really start talicing on this subiect paase for a moment, (o recall the precess that
your mind went through before you chose to become a studens of this umiversity vis-a-vis
other institutes which offer distance learning programmes. Obvisusly the first thing that
must have struck you is the NAME of the programme, thereafter the NAME|of the
universicy —followed by the image that vou associsied with cach of them. O vicusly the
tmage would have been influenced by what you would heve seen and beard ybout these
NAMES. Well, the process of any image-creation in the nrind starts with the NAKE and
comes back and ends i the NAME. Well, the process and success of an image creiion task
18 what pocitioning is all about, What are we imiing at? — That (iommnmica ion, .
identification, difiercotintion, distinction and positioning (this is 2 mame given to & powerful
systentaiic and scizotific apyroach to communication) all start at the name.

Theze was a time in USSR, wheg all the prodiscts being produced by different uaits did not
‘cavry 2 name (an identification). Consumers were . ~weted to pick w2 i product (producad
from any unit) and be happy about it, '

Socn experience taught the consureers that the same product purchased at different points
-of time, diffzred in théir quality. Sometimes these differences were so sharp, that consumer
decided @ §0 withuut 2 prodhsct rather than bear with & subsinindasd product, This'
suppressed demand 2ad the economisis were forced 1o recommend the systemy of
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‘Fraduction Marks", Each prodnct, fmm a d!ﬂ'urem production uait mth a different mark -

50 that consumers could uisnhfy, distinguish ons fmm the othcr What were pmdumon
marks’ in true sense? They werc “brand names’.

.'Amdbmdmmmcmmmmwr&dmlgmmahdbnndmmmforce '
. you to add more money to your advertising for the same impact, mmmg that ol olher
variables are madntained ¢ same levels mboihsazuanons ' _

The marketing, fesearchers have stadied the psycholcgy of bnmdmg 2 prodact. Thcy have
discovered the qualities 2 name should possess for greater effectivensss. They include :

1) Associations] value of & sunte ; (a) The extent to which the consumer pssociates the
- name with the quslity; (b) The extent to which he fezls from the amme that the product
will gatisfy an acmal need, {c) The exiont o wmch he a&ountes the name with pleasam
things. -
2) Memorizaitonat vaie of o nare {x) The extent to wlnch the iiame is ‘casy to spell;
(b) The extent tc which the rame can be zssociated with woids in common nse, 50 that
re.membemg that name gets easy; {c) The exient to which it sttracts attention.

3) Descripticnal value nl‘ & name ; {a) The exient to whickh it teﬂs ghout the produet;
{b) The extent to which it lays stress on thoss constituents or characteristics of the
product whncluasretobelmprm on the buyer. :

4} Repnrchase value of 8 name 1 A consumer goes in for repurchase only when lhe

product justifies the expectation raised in his reind. Unjustified expectations would lead _

to disappointaent ‘with the purchase or evea § sense of havig been cheated.

5) Motivationsl/Promotional valuc of # name ; {a) Degres of reliability it creates;
(b} Degree of exclusiveness it connotes; {¢} D\agree of desirability it develops for the
product, o

Idzally; the name should posszss sll the nixwe gualities, In pracnce, however, thie name may.

have to rely only on a single or & few of the above quulities. In such a case, one s)*ould be
centent with confining the search for PAMES wluch uxmtam these qualities.

" However, the Repurehm Yaluve of 3 name is aa impemuve quality, whick every name has
1o contsin, We cznnot afford at any cost to ignore this facter. We cannot get away with
raising an expectation in the mind of a. prospest or 8 consuiner, which the product cannet
five upi to. There cax be cases, when the expeciations saised by 2 brand norse are not '
intended to be stisfied or met through the physical qualities of the product, The marketer.
probably intends io sejiely these tiwrough skiltfull use of advemswg I theat be the case, we

_ med to 1ake this imio secous?, while naing ﬂ:e braﬁd

_ Actwiﬁy 1 : o
~a) Select 13 noplar bmnd ngmes, Bate them on g srale of 0—‘5 o ot tb.e values given
above,

b) Which <alue froq amoag those d\aﬁ@i"ibed sbovE mntributes me grestest 46 piaking a
" hrand nams effective, How would your personally rate these values in order of
imporiance. - ' ' : '

..........................................................................................

b cmdononans baoa it thuddi i m  sr in i 1udbusgen asiessaraneelscararabarrrbabpspanaratbtassnivas
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Brulﬁngnnll Pulﬂgiﬂg Decisions

" is to develop & systematic base for useful and realistic evaluation of different sy

10.3 BRAND NAME SELECTION PROCESS

We will now atterapt to give you realistic and operational basis for the art of brand
naming. Presented below is an approach for the formulation of 2 rame for a product and
the selection of the most suitable from amongst the variovs alternatives at hand. You have

seen that & brand name should be checked for certain qualities. The task of sysiemizing the

choice of a brand name calls for more than a knowledge of these qualities. What is required
tions for

adaptation. For a rational decision in this regird a mathematical approach has limited

- application. Therefore we suggest an ‘audit’ cum *mathematicel’ approach. The major steps

in this process are presented here.

Step I—Preparing checkpoinis for the different values to be contained in the ngme. :
A marketing executive should first lay out the ohjectives be wants to. fulfil through the name
that he is trying to design. For this lie shouild prepare lists of checkpoints using| the Jackson -
Martindelf’s method. It may be broadly classified on the basis of certain ized values.

. Asseciational Value; (a) Pick upon the qualities of the product, the association of the name

to which, are likely to increase the sales; (b) List the satisfactions that the consumer warité

to achieve through the product, Caution : the preduct is meant to serve a target audience of
potential consumer; thus only those satisfactions should be listed which are degired by the-
target audience. The satisfactions should be listed in order of priorities; {c) Now preparea '
combined list of the desirable qualities and satisfactions and list them i order pf priorities
for example : : ' '

Qualities and satisfactions t wh'ichl o Dnpact in terms of rofit and/or

associations of name is o be sought ' market share

(% of potential consumers -
desiring an attribute) '

Attribute A
Attribute B
Attribute C
Attribute D

Atyribute E

It should be temembered that consurners with a preference for, say, attribute A can overiap

" the consumers desiring attribute B, This means that the combined market share of attribute
" A and attribute B will not be the cumulative of the market shares of both but. mething

fess. The attributes should be listed in a descending manner so that as one goes down the
list, the cumulative market share of the attributes increascs. Also, the overlapping 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 attribute'B or A. The same thing should be true with
consumers of attribute D (as that of attribute C) in regard to consumiers. of attribute A, B
2nd-C and so on. N : :

Memorization Value : List the words to which the name can be made 10 resemible in rhyme,
meaning etc. and which are in common use by the target audience of potentig| conssmers,

Desénprionaf 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, include those qualities which ace preferred by the|target
audientce and are present in the product but are missing in competitive products. Prepare a
list of checkpoints.on the following design : . . o

Descriptions L Impact an the profits and/or.
' : marker share _
(% of potential consumer desiring
: an attribute) ’
Altribute A
Attribute B

Motivational Value : Follow the same procedure as abave 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 factors which, i
developed in the produd, would motivate purchase. : .
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Purchase motivators ' Fmpact on.ihe prafits and/or
' : market shar .
(% of potential consumer
. motivated to make puichase)
Quality X = . : '
Quality ¥ :

Repurchese Value : If the neme is checked against the checkpoints prepared for
associational value, memorizziional vaie, descriptional value, and motivation value, it will
by iiself contain the required repuchase vaiue. Hence po scparate hist of checkpoints is
required. Fos the same reason the foregoing procedure will take 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 {0 the product. Such names
are listed that fulfil the objectives laid dowe in Step [, i.c., they contain the required values.
A great deal of creative imagination is required for this job. An atterpi has to be made to
formulate such emphasis is on the regmired qualities. At this stage, primary ensphasis is 60
the required values the name has 1o contais; the objective evaluation comes later.

Step IIT—A ssigm'ng differential ratings 1o the RaMes Jormulated
A proforma of the rating scales for al! the four values can now be drawn.

" Associational Value :

L

T T 1 N T . T [ 1 1 1
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Now-a represeniative sample of the potentia} CONSUIGETS iS picked up and is given a series of
tests, b

Associationaf value fests . The names formubated in Step 1 are haphazardly arranged and
listed on one side and the quslitics or gitrizutes 1asd down n the list of checkpoints for
associaional value in Siep | along with other product atiribules are listed in a rangom 7
csmniser on the other side, The participants are then askend 1 gssociate names with
alribaies. '

5a this rasaner the exteni of relationship of 2 name with the atiributes of the zasnciational
walue can be determined. Ratings are then alfotied 10 1hese names on the associational value
scide. The judgement is based on the comparison of the resuits of the sesaciational test, with
ihe Tist of checkpointz prepared in Sicp § under the head associational value. If the test
indicates that 2 name has been exactly associated with the attributes of checkpoinis, it
would represent the highest degres of associztion the name has with these attributes. This
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particuiar name wouid then be aliotted a rating in between 80 and 100. it should be noted
that the ratings allotted to diﬂ'erent names have to be reiative in astyure.

_ Memonzarmnal valie lests : Brand names listed in gtep 11 after being prcaperly Jhufﬂec:l with

such simitar names and related names (shuffling is done 1o reduce the exror thal right creep
in because of the associztion of the names with 2zch other) are listed and then given 1o the
participants for a specific time. They are asked to read them over, again and agin, say S to
10 timtes. Then another list of names containing the names for the product in the frst list
shuffled along with other similar names i.e. similar in spelling and rhyme etc. is given to the
participants. They are then asked to locate the names of the first list. In tiis way the namnes
can be allotted rating on the memonzatmnal velue scale. ' )

* Descriptional vaiue fests ; The list of names is given to the participants. Fach parlicipsat is

then asked to list undereach name a few atiributes ihat he thinks the product with that
name may contain. The attributes listed by the participants are ihen checked agpinst the
checkpoints prepared uder the heading Déscriptional Value in ‘Step 1. Ratings pre thea
aliotted to the different names on the descnpnonal value scale in a similar manner 28 they
are done for associational values.

Morivational value tests : Nomes formelated in Step I1 zre listed on oné side after shufﬁing

. them with a few other names that are not being considerel. Purchase motivaioss that are
. lhisted under checkpoints prepared under the heading motivational value in Step [, are

shuffled up with non-motivators and lisied on the other §’lde The paiticipants are then
asked 10 associate the names with the purchase motivatgrs. There being no restriction on the
number of purchase maotivators that may be linked with a name and the number of times a
purchase motivator may be used. After having done this on the basis of the results obtained
and with the help of checkpoints for motivational value, ratings can be allotted to the names

on the motivational value scale,

" Siep I V—Quadri vaiem analysis for separa:mg undesirable names fmm des;rabf ones arzd

measuring the’ markenng potency of the differen: names

" The marketing potency of a name in its most ideal sense depends on all the four values that

have been discussed above in the preceding step. Howevér, in practice you mayineed to

rely on a Few of the Above Qualities. If is also possible that you just can’t find a name
which can strongly reflect these qualities. It that be the case, you will have to be context
with a hard choice — giving up something for something better. If vou are compelled to do
this —- look at your total marketing programme and find a solution to what you have lost in
some other element of the mix at your command. We can express the marketing potency by
a simple mathematical expression as under :- :

MP = (An) {(Mm} {Dp) (Mt}

Markemw patency ofa name, An—Associational value, Mm— Memcnz laonal
value Dp --De wmplmnal value, Mt—Mativational value

The marketing potency of—a_name or 1he eawnt 1o which the name helps in capturing the
market is assumed to be a furction of multiplicative relationship among the four variable
multiplicative because theoreticaily reduction of any of the four variables to zevo would
sharply bring down tie marketing potency of the name. In this general formulae, you will
also notice that we hdve assignied equal weights 1o all the four values,

In practice, the scenario may be totaliy different. You may nol be intending to describe the

product &l all through your name in view of the marketing strategy you have in mind. What*
do you do in this kind of a situation, how would you deal with the mathematical expression
stated above? You will need to do some transformation of the expression or assign some
arbitrary value to the deseriptional value. We suggest that you assign this deseripftional value
a value equivalent to unity, Again it s quite possible that the associational vatue of the
product is two Lumes more important than the descriptionai value of the product.! Again you
would need to transform your expression. You wili need to assign weights and we supgest
that you assign a weight of twe uiiils to associational value in relation to descriptional

value. At the time of determining the marketing potency the ratings for this value wiil have
to be divided by two i gwe it the desired weightage.

The’ graphlc reprcsentat.lon shown in Fig. 1 consists of 3 axis all perpendicular to each other,
two fying in the horizontal scale and one in the vestical scale. The two variables,
associational value and memorizational are represented on the horizonta! axis and
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descriptional value is represented on the vertical axis. After ratings for a name have been - Branding and Brand Positioning
plotted on the associational and memorizational value axis (scales), its rating on the = . S ‘
descriptional vaiue axis helps in assigning the name a pesition in-the space. The rating for
the motivational value of the name is indicated in parenthesis. Positions are located for ali o
the names on this three dimensional graph. o S o -
Three pianes are then made to divide this three dimensional brick resulting into 8
quadrants. A horizontal planc is drawn so-that half the names lic above the plane and half .
“below the plane. A 2nd plane, which is vertical and parailel to ihe associationat value axis s~~~ - -
. drawn'so that half names lie on one side of the plane znd half on the other side. A 3rd o
‘plane, vertical but paraliel lo the memorizational valile axis is drawn in a similar fashion.
This process gives rise to & quadrants. The upper right hand guadrant farthest from the
memorization value axis (Quadrant I} will have those sames which are mote desirgble than
those in other quadrants. Figure 1 shows that brand names A & B fie in quadrant [ and -
hence they are more desirable than those in other quadrants. ' '

The 4th rating on the motivational value scale should be indicated in parenthesis. This is
indicated in parenthesis because if the name has the other three desired values it would '
contain some motivatioral value 100; however, this is not true of the other values. Names

" falling in the upper right hand quadrant fasthest from the memorizational value axis can be
‘compared with each other, their ratings for motivational value too can be compared.

DESC\FEESM ‘ L MOTIVATIONAL
- . . [ S VALUE
N~ GUADRANTI
'
.
_ !
[ ]
1
. . ]
AN , ;,l |
N, - ’
.- r
—_h‘m———;l--- : s
Nt MEMOT (ZATIONAL
X _— VALUE :

ASSOCIATIONAL, E S
VALUE : _ L

- Fig. [—The three dimensional graphic representation shows the‘e‘s’:lent of different values each nume. It also
depicts the elimination of undesirable names from the desirable ones by inserting three axis ar right
angles to each other in the graphic representation. The three planes divide the 3 dimension brick into

" eight quadrants, quadrant 1 has the desirabie brand names—beand names A & B. a '

e




Brandiag and Packaging Decislons 1 there are a Iarge number of names lymg in quadran' i, ﬂ'urther elimination| of undestrable-
. o names can be done. Divide quadrant one into still small quadrants. This is done by vsing
the same procedure. This means that quadrant [ is divided by 3 planes to give rise to 8
~ miniquadrants. The inception of planes to bring about divisicn. 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 2 still smailer number of names. Thus it would be
easy to make choice from among these names.

Controlled experimentation can also help in dalermmmg the marketing: potency of the few
names that emerge from the above method (say 2 to-3 names) from which the final choics -
has to be made. Redetenmination of the marketing potency cam be done not|only by taking
into.consideration the results of Gis controlled experimentation-but also by resubjecring
thera to the tests dmlgned in ‘:‘tep Il and checking' them up with thiz. help of checkpoints in
Step L. '

Step V—The final choice .
We can afford to go a step further. The 2 or 3 names that we have arc listed on separate -
cards: On each card the total market share generated by each of the four values is
determined. We shall take as example the associational value. Chieck the name against the
checkpoints listed under associational value in Step L. List those attributes to which the

" name has been zssociated by the sample of potenual consumers at the time they were gwer
association tests in Step TEL '
Attributes to which - :
name was associated A&B

" Now look inte the number-of potential consumers who associated the name to aitribute 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 attribuie. Simitarly, [
market share generated by attribute B, Find out the number of potential co: SumRers whao have:
associated the name both to atiribuites A & B. Nyt step is to determine the following ratio :

Mo. of potential consumers.
) who associated the name

to both the attributes o ) ' ) .. Proportion of consumers

A&B. . . ' : R _ for agiribulg A associating
Mo. of patential consumers thie name 1o .

. - wtribue B,
who associgted the name w .

attribute A

Slrmlarly determine the pr(}pomon of consumers for attsibute B associatin, the name o
attribute A, With the help.of markei shares for the two attributes and the dbove ratios. a
venn diagram can be constructed. The total market is represented by the wniversal set, on it
are drawr: the market share generated by aitribute A (set of consumers who associate the
name o attritute ‘A) and the market share generated by aiteibute B The intersection of two
subséts A & B is shown, The union of the two subsets A & B shall represent the actual

 associational value of the name (Figure 2). Next, determine the masket shares generated for
each of tlie four vatues, Now construct a venr dizgram 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 sel of consumers, for associational value, memorizitional value,
descriptional value and motivational vatue. The interlaps among these sets/is determined by

- the same type of procedure as outlined for determining the intersection for|market shares of

- «different atiributes for their aqsomatlenal value in (Fig. 1. Figure 3 shows such type of 2
venn diagram. -

TOTAL MARKET

ATTRIBUTE




A comparizon of - the venn diagram constructed for the different names will help in picking Branding and Brand Positionig
on the right name——the falls in line with your marketing strategy. This depends on two - : '
things (1) the total area covered by the union of the four sets viz, set of consumers for

:asmcmtlonal value, memonzatlonal value efc. (ll) the interlaps or the intersections of these

sets” :

Today, a few marketing rescarch specialists have developed a variety of mathemaucal
techniques (o help in brand name selection. This should noi baffle you, because the logic
does not change. These mathematical technigues are onty tools tc help marketers give .
_expression to their logic and to assist them in applying thelr loglc it more precuse terms.
: Log;c obvicusly remains supreme and reigns. :

The various Seps and tests involved in "brsmd name selection process™ as described above
_needs an exercise on the pattem discussed. Thus, a proper brand name chosen for the
product, keeping consumers’ point of view in forefront would make markefing effort easy
and rewarding as it introduces the element of rauonahty it an otherwise wholly subjecnve
decision.

“Activity 2

Assume that you are developing:

a} A new perfume o

b} A new remote co'ntrolled by car
¢} An aulomoblle servicing station;

How would you fi find an appropnale brand pame for your pioduct using the model
described above

...........................................................................................

10.4 POS[TIONING OF A'liRAND‘_

You have: _'|LISI learnt, why we need to brand a product and how we go nbout selectmg a
suitable brand name for a product.

There is anoth<r very important decision which a marketer has 10 take in regard to a
product — the way you will like your product/brand to be perceived by your consumers.

In order 1o be successful 2 marketer has to cffective]y communicate his product to his
prospects. You have to make sure that through your oommumcation your product is Seen
Heard and Accepted by your consumers. .

The-art and science of making your message seen, heard and accepted by as0ther Luman
mind is what positioning is all about. When you apply this concept to ‘your communicati
messages for your brand/product so that your ‘brand/product is Seen, Heard and Accepied
by the human mind of your prospect, you are actually Positioning 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/bra.nd

While you have aiready been exposed to the concept of positioning in Unit 8, let us study in
detail about the concept of brand positioning o bmld and the importance of this corncept in
produet and advemsmg management.
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Jump to conclusions.

Positioning is 2 powerful approach to communication. k is 2 conczpt which is as oid as
preduct differentiztion and market segmentation. However, it was only in 1972, when two

- advertising practitioners Al Ries and Jack Trout paid attzution 10 this phﬂmmenon of

positioniag. They tried to highlight its importance s communpication and attempLed te give
it a conceptual base. Therefore researchers and praciitionass slike have probed into this
subject to develop it fusther and to give it 4 more comprehensive concephiza base.

Positioning is a way of determnining and zchigving a place fo the perceptions|of the
consumer, relative (o the competitors.

In fact, you will not be abls i appreciate the Impertance of this approach or the _
Advantages of using this approach till you are able to understand what is the natuiz and
degree of problem that you are faced with, when you wisii {0 communicaie with another
human mind, to influence with another ruman mind about your psodact so ghat your
product is not only seen, heard but ax:cep-ted by this other human wind. '

Today what we have is an over communicated snciety. If you were (o swilch on youwr
television set hefore the farnous serial “The Sword of Tipu Sultar” you have saywhere
from 25-35 minutes of advertising built out of 10 seconds to 20 seccnds commercials. We -
had on an average about 3¢ minutes of advertising before the serial MAHABHARAT. A
few years ago this was not the case, As time progresses, the amount of commupication, we

have to receive, coatinues lo grow.

With such a keavy usage of advertising, sorne of s might gven turn doww the volyme of
our T.V. set, during the commercials and wait r ihe actwal serial 1o start,

Well, anyway this is how the Human Mind Functions—when attacked indiscriminatety
with the stimuli from outside, it shuois itsell off (Perceptuat Blocking), The humnan mind
could probably be compared o & dripping sponge which cannct absorh any fore and if #t
miust, it has to be at the cost of whal is already there. We suggest you go bagk to Block 3
{Understanding Consumers) of course MS-6 (Marketing for Managers} on page 11. As vou
know, mind selects only a tiny fraction finaly gets in (Selective Exposurs and Selective
Retention). Mind distorts information that is not consistent with iheir needs, values and
beliefs {Seiective Distontion). You see what you expect to see — Take two suil lengths from
a roll of a famous brand say ‘Raymonds’. On buth put the same price’ — letjonc.of them
carry the famous brand name *Raymound’ or the other invent and put a namg. Ask your
fricad to choose one of them -— you know what he will choose! |-

Mind goes by first impressions, by recommendations (Uplfll@ﬂ Leaders), People like 16

if you are presented with an mcomphcte idea, your roind Kas an urge to comp]et., it
according to your beliefs, values and motives (see the latest Hindi commercial of Cibaca
Tooth Paste — “Tieddy Aadba Kys Hai?"... Aadha...) and the commercial ends-—
obviously consumers wili complete it, some might say that the tvoth pasie has the quality
clement where as other might say it works out cheaper!

" When a number of stinuli attack 1he mind — how does the mind cope up witl it? [ wil

group them and pésceive them as anified whales, Say you have been on a holidsy for 2 frw
days to a hill station. When you come back and semenne asks you how was the koliday —
pat comies the reply ‘very exciting' — ‘gond or merely alright”. There may have beena 1-2
exciting duys, when you say ‘alright’. Thus, miud goes by generalities,

To understand the problem of commumication further, just sit doven and think for 2 moment
the number of medis options, we had i India sbowt 2 Jecade ago and what we have 1oday.
& fow years ago, we bad only one chanzel on TV today we have two and Wmoriow ..
Muadin Dptions are Maddplyleg, The number of manufaciurers amd produgis effered by
them: are matiplying, Compatess is relatively 2 new ficld in Bndia, today we have
apprcuimetcly 200 computer companics offering » variety of software and hardware. There

. is viriuzlly 3 Broduet Explosion. To cope with this siiuation what we get i more and

more of Advertising Inpud. ronically as the we of rdvertising goes up, its &ffectiveness
goes dowe. How do vou cope with this virtuel Maedia, Prodec m’r«; Advertising
Explosion? -

How do we make # lesting impression na sych & mind?
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“he best approach to take against this back drop in order 1o communicate effeciively is to
Gver Simplily Your Messuge, Make yous message ‘more and mors cleay, remove the’
confusion from them. “Don’t use Greek and Gorman, when you want o talk to an English
Man.” Use Shnple Words, Talk in the langnage of peopie you wat to commimicate 10 —
if it i & COMMON MAR, USe COMIMON MAN'S IAnZuLLE sad 5o on. Don’t kide your idea in
words, be clear gbout . To highiight 1his Matemenl, we diaw your attention o two
watch/clock advertisements which have appeared ia RINDUSTAN TIMES DAILY in the
beginning of Ocicber 199, end of Sepientbe: 1990,

The Titan Quértz advertisement’s headling which is set out in simple type reads as .
“Next tiae e ofters to buy you 2 Saree, Suggest Tiun Quariz lustead”

While Jayco Quartz watch advertisement reads

%A besutifal Pujs and Diwali Gilt for soeneone yau Love Jayco Cuaris Watches,
Algrms and Clocks”™. .

It shows an alarm clock i the advestisement and 2 man with suitcase in the hend. The copy
which is set in op¢ {very small) starts with. : :

“The Jayco 1513 islideaiiy suited for travelless as it is tiny, fighi and compact with 3
juminous dial and sweet alarm.” ‘ - -

The manwdactorer JAYNA TIME INDUSTRIES 17D, has the traveiler in raing]. 1t wishes
to posttion its clock for traveilers, iromically if spys pothing about this in the headiine,
Chances arc Lhe travellas may not réadthe advertisegent. Again while the headline says it .
is-5 beautifui Puja and Diwali Gift, the copy does potat all touch this point. At least
paztially, Gpportunity is lust in both segments, it 1ot compleiely.

You have just 2 few seoonds S _

As a marketer, you couid probably write a book on your product {or jour consurae, Don’t
worry, you will not need to do so, your cuttormer is 3 a hurry. That's not atl, you also need
to be Guick i you want 1o create an inipact. Cin: the television, you probably will have a
shot of 16 seconds or may be 70 seconds 10 talk 10 youy CORSUIES, whiie going through the
print madia may be justa split of & second 0 be seer, 8 fow seconds 1o be heard and iy
be 2 fow more seconds [0 be zocepted of rejected by the consamer. -

You therefore in ovder 10 effectively place your brand haveie comrapicate carefully —
choose the message whick hus best chance 10 gel it your praspects vind — which
VOAIr pESSpECE Can undersiand, which beholds s attention, gives tim 4 teason ko read, I
should siso provake 2 thocihi process in lis ménd znd should create a distinct image, 2
position for your biand in Inis avined.

Sge CAn freale un anfavourable postion ov ¢ favourable position, A favourable
posiiion is one which changes bis attisade towvards your brand leadiog him o accept it. Say
Al Rics aod Yack Trout, when you SIRT VIBWIRG you communicasion task ia this way, you
tend io get vatuable kads. : . : -

The mes:

T'p crmmunicain stccsfally vwe need Go toueh e Dase witis reakion sbowt wiat is
alrendy thede b ihwe maiud of e prospect. Shat matiers is what teally gefs io and whad
iRparssion i buids 6 yOUT Prosprees i, Thesefore what you should do is, your get frshor
yuur prospecty’s wind and start concetrating 08 what is really getling in 1io his Trind
rather than what you @e somally sendicg. Tor effectively communicate you look far the
solition 10 your problem not inside the proGuct, Aot tven inside yout mivd. “You look for
i sohution 1o your prsblem ipside prospocts mind. in other worss, sinee 5o/l of your
muessage IS going to pet Garougit enyway, you ignore the sending sicde and conoenitats oo e
tenetuing end-—Y o0 concentiate an.the prospect.

You iry 1o understand the gerceplions i the mind of the prospect abiut your product,
shont The compeling roduct of may be avel the prospects genere! perenplions about iife,
othier gursons s ol phjects and the percepitons e has about higneelf a5 a person. You
(ereafivr see (e possinility of various permitatioos and coumbinetions of these peicaptions
whieh when mesged end enbanced through youy commnunication can result fato disting?,

ey imeges So¢ your produs in e prospeces mind thus makiog 8 favourable position for -

your product, Thus you senflivm the coonections that already exist in the mind but alse
enable your MESSEZE IC Siey I your prospects mind, crealing 8 position for your brend. To
adveriise efictively ot to commumicate effeatively. -
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Easy way 1o get into the mind and the hard way to gel into. -the mind. .
The easy way to get into the mind is when' you are first. {f asked 1o recall youy first day to -

¢ollege, youwill be able to do it. Actually when something is first, it leaves an imprint

in'your mind —the experience is something like the first encounter between anew born

into the mind is when you are next. And if your brand is not.the first brand it a prodiict

* baby and its natural mother. First impression have 4 way of staying. The harq;way to get

“with about 20 options on land? . :

category, only by using the concept of posmomng can it successfully gat into

OUF prospect’s '
brand choicé set. : ‘

: ‘MAGGI NOODLES’ was nrsl to gel into the mmd the easy way The hard wiy was for iz‘s_ '

competitor ‘FAVY NOODLES‘

10.5 WHAT DO YOU DO WHEN YOU ARE FIRST?

. 'The first thing you do, when you are first is, you shb&ld be prepared to-tell others, about it.

The next thing you should do is to communicate the fact to others. Only when you do these |
two things will you be First to enter your prospect’s mind. We would like yo‘ to recall the
story of Awerigo & Christopher Colembus — As you would know Christopher

Columbus was first to d.lscm.’t':r America but he kept his mouth shut because he wanted io
hunt for gold. Amerigo was the second person to dlscover America, but he was qmck 10 do

two lhmgs

i) He called his new discdver'y of land as a Separate Continent — This is equivalent to.
“your geming-prepar'ed o lell olhers. how you are first, - :

ii) He advertised about his new discovery by writing a lot about it. In. fact his writings
about this got translated into 40 languages — This is equivalent 10 your comniunicating
your messagc of bemg first to others. . o

Coping with the product explosmn

You have learnt. how our over simplified mind functsons and how it would cope with the -
assaulis from the outsids stimuli. How does such a mind cope with the virtual product
explosion that continues to take place? Earlier, we have mentioned for instance that ima™
relatively new field like computers, in India, we have about 200 companies operanng €ach
one with a product range. How would a consumer go about choosmg 2 brand of Television

\

The process is stmple —he w1i| group, he will eliminate, and he’ will ﬁ'ank {till he can
narrow down oplions to h:s final choice. l_.et us try to understand this procesy through two -
Figures 4 and 5.

»
If you intend deciding to buy 2 television. The focus of your mind will move|on to
televisions and not washing machines and televisions. In this sense your mind has grouped
televisions into ONE CATEGORY. Brands you have not heard abou[ gel eliminated on
thetr own (1).

Your mind vaguely moves over the brands you have heard of and are shown — those that
y0ur mind canmol recall get climinated further (2).

The process continues and you send a few brands into a penalty box — those| that are noi
acceptable to you on the prima facu: (3). The mind narrows down on a few brands, how
would it deal with them? : .

Typically the humar: computer ranks the brands if we were to imagine a ladder inside the
mind {figure 11). Each brand ¢ciuld be imagined placed on a rung. The one which is
acceptable on the top most g and others follow the order in which the human mind has
RANKED.THEM. We have carhier said that the human mind cannot deal with more than
7-8 units at a uime.
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lmmding and ﬂ'nckxging Desisions  Asiume that the mind cannot deal with more than sevea unifs at a time. I y have A

fourteen brands to choase from and you are conscicusty made aware of them) how would -
your mind react? One simple way is 10 eliminate the brands —-may be your mind witl

permit seven brands to enter. The ciher way is gioup thein on some basis, Y
with groups of two brands each. The process will not stop —between ihe 1w
each gioup you will land up having Ist ckoice and the 2nd choice.

Therefore we say the mmd groups, ‘the mind elsmmalcs and ‘fhe mmd ranks.

brands in

u may land up’ .

10.6 THE MIND ELIMINATES VS. THE MIND RANKS

We think, you will agree with usthat for a brand to get climinated is a riskic.

its falling into your mind rankmg If-the brand is in box 4 of F:ﬂrure 1L, it has p better chance

o get to box 6.

Now, if your brand is.in box l we. lhmk it has the test chan-.e ta go w box 6
have the resources skill io Position it.

The jroint that we are trying to dnve hom is — “That once your mmd s
dlfﬁcul! 1o’ change it”.

 sitgation than

, ‘prouided‘ you

sei it is very.

People in cmnmumcauon busmﬁss and ad\rcmsmg busmess Iook at this statemient with

respect and humitity. When ﬂndmg & way to communicate i.e., when they ar

wying 1w

‘position’ their brand they are careful. ‘They recognise that there are some lmlges and some

perceptions they probably will not be able to change, and there are some ‘po
really cannot capture or lel us theré are some posnmns which are difficult to
this logic that makes advertlsmg paop]e not go “Head on” \’mth compelmon
mist, they know that it is an.uphil! task. -

Getting back to imagined ladders fgure 4 — and applymg the logic stated ab¢
that sometimes it is nearly impossible to dethrone the leader i.e., it is difficult
brand which is on No. 4 rung. Sometimes when it is possible it is not worthw
the enormous -amount of advemsmg blast required or .lhe risk involved._

itions’ they
and if they
e, we say

hile because of

capture. It i -

to dislodge the -

10 7 POSITIONING PRODU(,T DIFFERENTIJ
- MARKET SEGMENTATION

\TION :_

Before we continve 1o bulld the conaept pmcess of posntmnlng with you Ien us spend

sometime to understand the degree to which the three concepts : Positioning,
anferenuauon and Ma:ke: Segmemauon refate with each ather?

l) Pos:lmmng Crestes Product leferentmnon
Positioning creates a ‘Position® a place for your brand in the mind of your pr

mind. He is going to distinguish your brand on the basis of this position. You
going to distinguish your brand from the .other competing brands on the basis
‘Positions’ each one of thern has in his mind. In other words yous prospect is
brands on the basis of ms:uuns We therefore say, Positiumng (zeates Dl!’fe

Mext time you-tune your television set, watch oul for the ‘Salm‘a eommercmi
answers your, quesnons “Sound as clear as Salora TV —“Picture as ‘Sharp
TV".

Product

prospect is
of the .
elifferentiating
rentiation.

An .Angei
as Salora |

The posmonmg strategy for Salora TV i5.creatinig a posmon on the basis of sc und and -

pictare, If the.positian is secured MY your mmdxuyou will differentiate this bramd of TV on .

the basis of posmom

Now a word with you over hcrc—As Salora TV the'only TV that hns & clear sound and a
sharp picture? Of course the answer is No. Bul pmbably Salora TVis the first '!‘V to -

Farcefully build that position,

What shoiild be undcrstood is that whlie 1hk manufsuurm’lhe Agency’s has ¥

:lcmlﬁcd that

position. shouid e built on the h.wc nf %und & Picture, Ths Creauve Peopie have
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nspect, Your - :.. }
prospect is gomg to recognise ynur ‘brand in the basis of (he posmon you create for it in his .



sdded Inmwnense Creaiivity to the positioning ided to make the commercisl standout. As
hias been said earlier, don't kide vour positi@ning concept in words, be clear.

2) Product Differentiztion Helps Pesitioning

Prodect differentiation can be created in a research develupmem taboratory. You can have
a welf differentiated product from the works, but if communication does aot work for it,
you can have an “undifferentiatéd position™ or may be no position at ail in the mind of
your prospects. David Ogilvy the world known ceficbrity in advertising has said “The more
you know about it {vour product), the more likely you are to come up with a big idea for
selling (t”. He goes on to say that “when I got the Rolls Rovee account, 1 spent three weeks:
reading about the car and came across a statement that ‘at sixty miles an hour, the Joudest
noise comes from the electric clock’. This became ihe headiine, and it was followed by 607
words of factual copy.” ’

Tn effect Dajvid Opitvy, ihe advertising practitioner is telling-us that product differentiation
helps in positicaing the product. He is also hinting that positioning relies on gni¢ or two
percepticns, the strong perceptions, as marketers we niust search then in {he mind of your
prospect. )

3) When you talk to a group - it hemﬁies 2 segment.

Through our course maierial, we are tafking to you. We are commumcatmg with a group of -

‘ahout seven thousand siudents, this becomes a Segment. Every communication/ advertising
has 10 address a Segment; Naturaily when you have to communicate with 2 groep of
prospects ——a sggment, you have 1o get into their minds io know how they perceive you,
your competition and your messages. Segment is not a component of positioning, segment is
what you are communicating with osing the powerful and scientific positioning approach.

4 Intensity icreases with narrow targeis—segmentation and fragmentation

Well, if you were to address only WOMEN for a product —you can show the advaniages
she can drive out of your produci You are “Talking to her’ -— onfy.If you were to address
"Men and Women for a product you have to be cateful to atleast avpid hlghhghtmg
something for women which can put your ‘men’ customers off

What we lcarn Emm above is that as you narrow down your targets, a5 you continue to

" segment the alidience you continue 1o increase the intensity of your messages. In a very
competitive situation, the only way to win perhaps would be to nartow down your focus
which shail afford to create a ‘distinct position'—a ‘separate position’ perhaps for a
narrowed down iarget.

You may have seen the fe'ccnl commerciat on TV for SOLIDAIKE TV—they show the
television being used in a rural kind of a seliing. They have not only a rural setting in mind

but also the ‘middle class’. They have narrowed down this niche, af the same time they have

been actually suggestwe not permitting the urban customer to bc lost. However the
¢mmphasis is on 2 ‘rural middle class’ customer.

if your compctm(m has a big pie i.c., hig market share—ihe way to grab the share is to
Fragment bis pie by identifying a subsegment in his segmend and increasing the intensity of
your messages ithrough targets,

5) Same product can be pesitionsd differentiy for dlﬁerenl segments

‘Milkmaid' the condensed mitk from Nesile was been targeted at different segments at
differen 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 maind of prospects for their prouct through
positicning and repositioning the product.

i MILKMAILD at one pumt of time was p()smoned as creamer for tea and coffee. They
managed to create discrete image a position ir, the mind of prospects by using ihe
following headline : ..

‘Rich and creamy’
" makes the tasty difference
MILKMAID

They have shown a ‘cup, of tea’ anda “mug of coffee” in the advertisement.
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What have they dgpe in effect fhrough this 5dvenis‘emem‘?

They have created a ‘distinct image' for this product as a creamer. They have 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.

iii) It was also positioned 25 2 “Topper on fruits and'puddin_gs’. The zu'c?lw:rtisI ment shows:
sweet dishes with condensed mitk poured on them. The headiine reads * op it with
_Milkmzid™. At the bottom of the advertisement they write :

“RICH and Creamy
Milk-maid”

and below this ifi s_mallef type tl_iey mention the words “makes.the tasty gifference”™

iv} In the advertisements that followed the above, they pronounce thé use of milkmaid i
- sweet dishes. They show ‘Souffle’ a sweet dish in a bowl which isinot just Yopping
- 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”. R PO

Through this advertisement the advertisers are aiming at enhancing the perception in
the mind of prospects for milkmaid as a product to be used in making sweet dishes

* they are building a perception that milkmaid can do lot more in sweei dishes than just
using it as 2 topper. They are enhancing the "Position”. of milkmaid in the mind of

* prospect from a ‘“Topper” to a ‘Position’ of a sweet dish ingredient. They have thus
successfully Repositioned the brand. :

6) Rematching Product tc position . :
Supposing you are about to. launch a new brand of bath soap and your research reveals that -

-you can comfortably carve out a niche amongst the middle class urban women in the age
. group of 25-30 years, who are very sensitive about their skin: You want to position the soar

as “which keeps the skin young”: You might like to turn back to your R & D) team asking

" them to add something in the soap which can reinforce your position. You may also ask

your packaging people to design the packaging to malch ypur position. Rematching produgt
{0 a positicn is good marketing. . ,

We have a classic exampl_é from US A in cigarenés “The campaign of the century’ as it has -

_been called —the campaign for MARLBORO CIGARETTES. In 1954, with six filter

cigarettes in the coumiry, the share for filter cigareties added up to 10%. Filter cigareties were
g0t in vogue and ‘MARLBORO" a filter brand of cigarette was perceived as a brand for.
women. The filter of the cigarette even had a red tip, so that lipstick marks may not be.
noticed, The package looked pick and had a feminine 1ook. '

Phillip Morris, the cothpany who owned the brand wanted 1o explore the male segment
market with this cigareite. The agency now wanted to reposition the brand and wanted it to
be perceived it as a Vidlle Mesculine Brand. They developed an advertisernent with a _
‘cowhoy’ smoking the cigarette. To match this positioning change they changed thé pack
1o red colour and nsed a more Aromatic Biend of Tobaceo. In effect the rematched
the product to position. The ‘cowboy’ advertisement said “you. get 2 lot to like in
Marlboro— Filter, flavour, slip-tap box™. The cowboy in the advertiscment rojected and
suggested the virile, rugged masculinity. Incidently from 4% market shzre in 1954 inthe
USA today Marlboro is the largest selling cigarette in the world. - : ‘

7) You Need 2 New Position —when you invade into another product category to
expand your market L ' N .

We would Klie'vou 10 take & look &1 the new advertisement of Lakme Winter Care
Lotien. The headline of the advertisement reads —“Read thus ad and discover why you.
will never use Coid Cream again” S : .

It carries on to say- .

.- New Winter Care lﬂtnou

" The non-greasy way o fight winter dryness® and it ends sayilig *s0 much mgre than cold

cream .

They show e yourg girl in the. advertisement with a took of concem. They show the pack ’

" also sind next to pack the copy réads “Costs so more than the Cold' Cream™, I ihe body.
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" copy they say “It is a cold cream moisturiset in one”. In the copy they reason out how it is
-superior to a cold cream. What are they doing tarough this-advertisement, through this _ .
communication? They are trying lo reposition the Lakhme winter care lotion as-a better " -
alternative to cold cream. They are invading into the cold cream to expand theis market. | :

. Branding and Brand Positioning

8) Matching Position fo Segment - R
Sometimes your product does welt in a segment for which it was orginally not meant or not
conceived for. Welt 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 like
you to recall the launch of MARUTI *VAN' (as it was initially positioned), This vehicle was
initially positioned and advertised as a ‘VAN'. it was a product developed to compete with
the vens. The Standard and the Bajaj. However, it was found that it was being bought'as 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 i their mind to their Van, They
renamed the product as *OMNL and repositioned it as the most spacious car on the Indian
roads. : : :

The Horseless Carriage —The car _ _ .
When you want to move in on a new idea, you need to relaiz it with something thatis
already in the mind. Creating something altogether new in the human is very difficult, if not
* possible. When the {irst car was developed it was called “The Horseless Carriage”. By
calling it as “The Horseless Carriage” the car wasrelated 1o 2 carriage, by calling it
‘horseless’ the inventors of the name succeeded in telling the prospect that it did not require

a *HORSE to puil.

_Could they have not simply catled 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 the confusion it
wouid have created. They would have had to beat around the bush and would have again -
gone back to relate it to a carriage. _ ) : 3 '

Whe’h you want to move shmelhing pew in the Human Mind, don’t forget to relate it,
to something that is already there.. . o a

Please go back to Figure I. We have shown as the left side a ladder being moved into the-
mind, the base of this ladder is standing on the base of another ladder show that when you
are moving in a new product category altogether —in terms of ladders, it is like moving ina -
ladder which on the base of another ladder. The first hrand which moves in alongwith a

new product categary obviously has a great advantage. . S

10.8 SOME CLASSIC POSITIONING EXAMPLES

Let us take a look at some classic positioning examples. This will h'élp you to develop a
deeper understanding of how positioning works. :

- The “UNCOLA" Position . : E .
I1 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 a dent nto this 70%
share of Colas could give enormous boost in sales. 7-UP was positiones as un Jncola drink
i.e.; as an alternative to Colas. Thus if you have tried a cola and you want to break the
montony try an ‘uncola’, try a 7-UP,

.W_hal.are you trying to do, if you were to imagine the above in terms of ladders? ' L
{Figure II}. You are actually jumping from the ladder of mixers on to the fadder of Colas. :

How are yon deing this? . -
You are linking your product to what is already in the mind of the prospect. In this case 1y
" saying that 7-UP is an Uncola Drink, you are making it to be perceived &s an alternative to -
a cola drink. : o : : :
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The *“Against” position

T

Where is T-UP today?
Today 7-UP ranks third in soft drink. sales i: the world.

CITIBANK’S unfi E&d deposit scheme
We have an Indian examgle of this strategy ‘Citibank’s Uﬁaﬁxed Deoosit” Scheme.
Citibank keeps advertising this scheme quite regulary, we belicve you have selen the

. advertisement (for a anick look at the advertisement, you may refer Hindustas Times

newspaper ot page 15 of 17th September 1998).

The headline cead: “Thon't Je¢ the Money Lie Lazy o a swvings or Current |Accouni™
The subheadline reads “Earn highes interest and the freedom to withdraw with Citibank’s
Unfixed Deposit.” The copy says “itibank’s unfized deposit doese’s let yon mioney laze

. -around. It esms interest 2s high as a fined deposit. While you conlinue to operate (i like

your savings or current acconnt.”

Now by linking the “Unfixed Depasit” scheme to thic “Fixed Dopostl’ scheme, 5.:iu are
acually jumping from the “Cuerrent Account and Savimg's Acrount ladder (category) to
the ‘Fixed Deposit’ ladder {categoey). Your original product is a seving's accdunt which
now going to be perceived as 2 ‘Deposit’ as & better alternative 1o the ‘Fixed Peposii’,

Sometimes in the terms of umagmed ladders, you are on a bottom rung. The gyp between
you and the next brand above you is encemous. You would: wish 10 reach right on the first
ming of the ladder, but then this may require a leavy budget: Tt is also possible|that 2ven
when backed up by a leavy budpet, the chance of dzsl«odg g the brand ab(we e hiegk. The
brand above has 4 very strong positiod.

Lzt us say you ard a poor third or a poor second and the gap between you, ‘the pém

- second” and ‘the rich first’ is enormous say you. have 20% market share and the leader

commands 80% markes share. (‘Ecnsmg the gap is a big aspn‘at:on for you. How; de vou do

Climmbing up the iadder fo cioss the gap between you and the next brand ahove you - by
moving the vusg itsell i.e., “Rent a Cars’ Market in the U 8. ‘

There can be a number of ways, of closing this gap Let us discuss classic example from the
‘Rent o Caes Market i the US". We sincerely hope that this will enhance yopr
imagination for applying posilioning to rea! e marketing sttvations,

‘Avig" wes a poor seeond in Rent a Cars. Hertz was the vndoubted leader with 2 major
shiare and a sivong position, Avis came oul with & novel advertsing campaign — in fact this
was the beginaing of using comparisons with competition in advertising. o

The jeadlioe of the advertiseiment read “Avis is onty Ne. 2 in rent a Cars. So why go
with US™ The first tine of the copy said “we try hasder” and then they went 9a i explain
how they iried harder and then they ended the copy by saymg “the line at ear counter is
sherter.” :

Now what are the inportant elements of this positioning strategy?

i) We call this as aguinst positivn, because Avis bas recognised the strength of Hevez
. position and has not gone ahead with 2 “Head on™ sttack with Hem

i; ‘Hartz® the Mo, ¢ brand has & very sirong nasition and an enormous mﬁrkez shure.

i} Avis has ‘Relnted jiself to Heriz'. Related itse)f to something what is already thera.
The rumd bas vor going accept something which is absolutely new. The mind is more
~receptive, 1 what you say is related (o a previous experience, is related 1o 2 belizf inside
the prospect’s mind, is © a saotive or an expociation ingide the prospects heed. .

ivy “The line is shoreer at our counter’. Turning your weak poimi fito & sowrce jof Wrength.
- Dirvigasty, if you are not No. 1 and put No. 2, the hine has to b shortar atl vour _
ceanter is the common man's logic. This is what he expecis. Afer all, the gingd gives

by genaralities. '

- Mow can Hertz tara around and sey that the line is also shorter st their counter? It
- may be—bit wha entered Tirst’ in your mind with this ida&—-—ahviously Avis,

Well if Heriz divns around and says him is shotier at our sownder siso—how ooes ihe
over simplified resct back ——on Hertz lemmg buginess.
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v} Itis = difficult task to dispute this siatemnent of Avis by the commusication specialist of
Hertz, not fhat you cannot dispwie i, bat you do not know i which direction the
water will ultizmately fiow. Avis has done something which Hert cannot Fasily React
Back fo. ' ' '

vi) Was Avis really trying harder? Don’t mzke us laugh—Even if they were trying it
would not have nelped them. What helped them was thai they buiit that perceplion,
that image and that position. Wit matiers is not ‘objectively reality, what matiers ase
the perceptions of your prespect. : ) )

109 INGREDIENTS OF A LEADERSHIP POSITION

How do vou get to be 2 Leader?

Firstest with the mostest - : - ' .

At least nine leaders ot of ten, became leaders in their product category becauss they were
the ‘firstest with the momest’. They were first 1o enter the piospects mind. With their leavy
sesources at hand and clear commurication Srategy, they not culy managed o enter ihe .
caind first bt so budlt the First Strong Positlen in the mind. Whea you first, rocall what
we taid you earlier: -

i be prepared to telf others, how you asé first;

i) commimicite fo otiers how you are first, be clear have an over simplified message;

ity don't forges to velate it to something what is alizady there in the mind;

iv) o oceapy the ‘first position” is one thing to make it a “first sirong position’ is'anmher—_

for this you need resources and the skill to use these seousce—this is what we mesn
by the term ‘MOSTEST". .
The instability of equality _ : _
1f you are first 1o launch a product aid if very chose to your heels, there is another brand
being launched—it is a different kind of a marketing situaiion, ' o

The situativn could be called as ‘fuid’. While you are the fist (o launch the product, close -
to your heels is anoiber brand. This brand could steal the march from you. Sperry Rand
was the first company 1o launch a compuler, chose behind their hesls was 1BM, IBM
managed to steal the march. Haw? They st in a Titde extra effore, when the situation was
fiuid, befure Sperry Rad could actually Stremgihen their First Fasition, Bistory tells us
fhas in such a situstion the brané which pats in & {fitle extra effort, the hrand which runs &
litshe faster, witl get ahead. Hisiory also tells us that when you steal the maveh, in this kind
of a flnid sizuation you have an esoTmous advaniage. '

When 1wo brands are close, one or the other sooner or will get abiead ang the gap between
dne two widen and the brand which got abead could remain the King for years, Therefors’
we say thai amongst equals, the situalion is stible, '
How do you mintain your leadership? .

Recently Philins ndia bos made a strong effort i rratiiain their leadership, The author
shinks it is 2 classic examyte of maintsining your lcadership. Philips {ndis has a rin 3

specal campaigs 107 this and have released a series 0! advertisements in the dailies recently:-

For yoar benefit we qunte some dstes sud page numbers on whizh these advertisemeis
have appearcd Hit Hindusan Tanes. - ‘ ' ' o
Hindustan Times Dty

iy 1Tih September 199 (pagz 7), _

iy 20th Septeseber 1990 (page 17) and

i) 21st Septermber 1390 (page 19}

Philips ndia talks throngh ealhi advertisement, aboul one of their significant achievements.
1 sdvedisement No. (1) the head line reads “Evesy Body Knows Whe Gave The Word
Tive Yovay, Right? —they give you a faw choices, mmind you all intemational names, calling
you te guess the right sume, They and the advestisement, with & very brizf copy exploding

the wyth for you-—iban it was Philips who invented the ¥-Ray tube. They end ihe copy
with a sub-headiine “Jor years, we've been nventing the future.” :
!

They cominue 10 resbresgthen in your orind the leadership position, through 3 rumber'of
adverisements, each time king about a new invention by them followed Ty b same
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. 1, they just rub it in.

k gap. They don’t sleep, they react..

- move, it can disturb the mental space that Nirma oocupres your mind as a

. Nirma responded to the changmg needs while Surf slept. Before Surf could

paltern of eopy Finally they released a full page advertisement in Hindustar; Times on 24th
September, 1990 {page 13}, summing up their sigrificant achievements. In this ad, it is
inieresting 1o note that the last subheadline of their copy “For years, we've been inventing
the fulure” becomes the headline: The copy ends with a subheadlme ‘T am l‘hrhps I am

tomorrow.”

Hindustan Times Daily .

i)  25th September, 1990 (page 17);
i 26th September, 1990, (page 16);

iii) 27th September, 1990 (page 5)

iv) 28th September, 1990 (page 17) end

'v)  29th September, 1990 (page 16)

Philips India to-reinforce their leadershrp position, released the above five agvertisement—
all different but with the same concept. It is interesting to note that iiv these adv ertisemients,

“1 am Philips. I am Tomorrow™ becomes the headline—this was a subhea hne of the full

page advertisement in which they summed up their srgmf cant ac.}uevement

In each advertisement, they bring a spokesperson jo talk to you is what Philips today and

. how the future lies in Philips. The copy is brief. Four out of five spokespersons are theiy

employees and the fifth is one of their dedicated dealers. The first advertiserhent shows the’
Chairman and President of their parent company at Netherlands-—m the nekt ad the
Chairman of the Indian compariy talks to you. :

We have taken you with us through a part of the-compaign being run by I' ilips India 10
maintain their ieadership‘—the undoubted leader in quite a few product CALEEOTIES.

We now come back to our ongmal question as to how do you maimain your leadership
position, When we discuss this with you, we sincerely hope, you willirelate the concept 10
the Philips campalgn already -discussed with you.

When you ar a leader—
You Rub it inn : See how Philips is rubbing their leadelshrp position into yolr mind.
Indirectly by saying we are the people who invent the future They do not say lhcy are No,

React Rapidly : Philips India is reactmg rapidly as the other campalgns anempt to close the

Cover All Bets : You might say that what l’hlhps invented was oot mvemed by Philips

they start with the chairman of their parent company talking to you and then the people
behind Phrhps India in India talk to you. A deﬁmle attempt to make you associate them
with their parent ‘company.

" India in your mind. So what they do they cover the bets—they bring in the J:numan etement.

Do not disturb the enormous mental space already occupied
Nirma is a name assaciated with detergent. Nitma bath soap, the recent launch is hold-
%Ltergent Some

questions 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 pl‘OpOSl'lOl'l Itis safe to avou:l such a game- for a marketmg man, if he has a

- choice.

-Enhance Your Product Category ' /j

If you are a lcader, cutiing into a very poor seoond will not really gwe you growth, Growlh
will come if you conscicusly attempt 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 wouid get to un erstand this idea

‘a little better.

How did ‘Nirma’ rianaged to get into the del.ergents mirket agamst the giang ‘Surf™? -

hink of actmg,

Change can Delhrone the Leader :
it was too late, Nirma had already captured the position and budd the strcn{th dround it to

hold that posmon

132




The market was growing at the low price end. These were consumers who wanted 10 vse 2
detergent instead of a soap but could not afford. The marketl was changing, Surf could have
launched a low price detergent and obviously it would have succeeded—Nirma would have
been nowhere : ' ' ' AT
Strength of 2 Brand — Size of Market Share C ' :
The strength of a brand lies in its market share and not its size. Noodles is a smalt market
compared to biscuits. Britania may have a longer turacver than Maggi but Maggi as & brand -
is stronger than Britania—it is the leader. ‘ L _ .

e

10.10 POSITIONING OF A FOLLOWER

If you are not a leader, nine chances out of tern, it would be a betlér strategy to build the -
No. 7 position for yourself FIRST. ' T .

Weil, if you are also not the No. 2 brand, someone: eise has aiready cocupied that positibn, _
then what do you do? Nine out of ten chances, it would be a better strategy 1o fragment yon
leader’s pie or find a *hole’ in 2 “crenean’ which the ieader bas leit and has not covered it up.

There is no point going head on with the leader wntil you have a strong reason, a very
strong reason in your pioduct to make the consumer switch over. Even if you have a strong
reason behind your product—there is no 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 wntil urdess you have the guts io take a.
defeat because the element of luck viill probably Eavour the giant. Do not get disappointed,
you can go head on with the jeader, Ff you have all ead a great Poshioning idea, we will
discuss this a little later with you. Let us disciuss what you can do when you are & follower,

“ Do you copy the lezder? ] _
If you do, you are not making a misiake, you are not falling into a trap, you probably are
making a Futal Mistake—Nineiynine out of hundred times the consequences will be fatal.
You marketing noise, your advertising Hangame will probably be remembered and recalled
- for the benefit of the leader. : S .

Can you afford to copy s leader? o ' : ‘
Yes, when the situation is fluid. When the batile is between equals, When the consumer has
siill not awarded that No. | position to anyone. You have the capacity and guts to pour in '
" far greater than your competition and your competition cannot or does niot react back. But
then, if you are equals, in all probability your competition will reect back and with
probably equal noise if not more. Therefore it will be & betier siraiozy o do something
better, differently faster and sironger and cover the bets to take thie head, There is no point
gening into a botting game. L NC) : :

If you are a foliower a better sizategy as we said is to find fora creneau, which your leader
inas left uncovered. You wil have to Scan the Brand slready there in the market. You will
have to Scan the Consemers Mind. You will have to get into the mindof theconsumer, know
his percepticns and find a weak point, where you build 4 Strong Small Foriress for youcself.

Figure IV shows a few vieys to find such holes, it also gives some examples, stuly these.
Do not close your mind there can be many more Ways: T :

" Figure IV

SIZE HIGH PRICE
Amul advertiscment CHIVAS REGAL

- for a small bar of chocolare ’
“THINK smuﬂ\
CLASS “eomE WAYS . LOW PRICE
“NIRMA BATH O FIND A e “NIKMA

- 30AP CRENEAU_ -  DETERGENT"
WGE .o
“FAREX™  Ms FILTZRS”
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UNIT i1 PROMOTIONAL SCENE IN
INDIA—THE MEDIA

Objectives

Afier having gone through this unit, yoa should be abic to
® Give a complete overview of medin scene in Indie

® Discuss the rationale and inputs for the media selection decisions
® Give a comparative evaluation of media i India

@ Describe the media habits of Indian consamers

# Fvabate the macketing implications of these media hiabits.

Structure

1.1 Introduction

112 Media Selection

i1.3  Media Statws in India
114 The Press Medium in India
11,5  Television in India

1.6 Radio
il7 Cinema
118 Video -

119 Acrial Advertising

11.100  Railways Advertising
1117  Off-fhe-Wall Madia
$1.12 Summary

11,13 Sclf-assessment Questions

11.1  INTRODUCTION

Thus far, you had been exposed 1o the availability, design and usage of promotional medis
in terms of concepiual sirenpths and weaknesses. This will have heiped you in identifying
your media options and stretegic directions for your produci(s) or services; company and
the industry that you belong to. ' '

Nevertheless, vou need so konow something ciee too ~— i.e., an introductian w the world of
veatities of media scene in a country thet you ave working. Thus, the media manager of
Hindustan Lever Lid, (BLL) will bave to be fametiar with what are the major chazacterstics
of promotions vehicks in india because the company even thoagh multinagional in '
charaster, catmas Sxpect 1 impiement a1l its media plans in badia in view of inherent
ititations and peculiaritis of media scene in Eudis. The same is tue lor a new ‘
company/ product entering the indian market for the first time, io know media availsbility
through facts and Hgure, -

The aim of this dsit s o provide substance {0 media planners ‘dreams’ and ‘expeciations’ as
16 what they can do and what they cannot possibly do. '

115 MEDIA SELECTION

From the user's point of view let us first ry L assess the requirements that a raedia manager
wouid have of a suitable wedium. Table 1 provides checklist of question needed 10 be
axkad for a media sciection. A good media Mamager decides oo how hesshe expects the

media to work, by messuring & givgn_\medium os somé evsivative criteris. The following
Y 3

tahle gives oms such guide. \

S
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Table 1 : Checklist for Media Selection

_ Considerations -

Ohjectives

" Reach Frequency

. Message needs

- & Newor h:gh!y numpi:x message, strive for |

Pogmatic mﬁsage, surge a: beginning, then
Reason-why messages, high frequency at first, then
Emationally oriented messages -

Confimsity Pulsing

- 3. Buodget levels

‘4. ‘Competitive activity

. -Source “Medla Planning &Se]ecuon in p. 469

When message is so creanve or product 50 news wmthy, they
force attention #
®  When nxssage is dull or pr(iduc_t indistinguishable, strive for ' #

2 Consumer purchaze ]mtems

To influence brand choice of regularly purchased products’
As purchase cycle lengthens, use

Ta influcnce érratic purchase cyclé, steive for

To iafluence consumer attitudes foward impulse purchases
For products requiring great deliberation, alternate _ B
To reinforce consumer loyzlty, concentrate on ) # _ # -
To influence seasonal purchases,'anlicipalc peak periods with ~ # )

LK B B B IR O )
=
st o o

&

*

* Low budgets, use B . - . : #
«_ Higher budgets, strive for T . ) #

& Heavy competitive advertising, concentrate on . ' i
® Whien competitive budgets are larger, use . . . - ' S

5. Marketing objectives |

® New product intreductions 10 mass market R
'@ To expand share of market with new uses for product . # . )
e To stimulate ditect response from advertising : ) 4 #
"~ »_ To create awareness and rocognition of corporate stats # : [

Besides checklist, media selection is often a creative art in which lmagmauon and unigueness of

approach is a}ways wewed with respecl and admlral.lon

Table 2 provides creative advantages and disadvantages in selecting a cestain medium.

Table 2: Medla Selection : From CMVM Perspeétiw

Cfeaﬁvé disadvantages

Creative aci\ramages ’

Newspapers :

Magazines

Television

Loss of identity; especially in reproduction of
hatfrone illustration. Too many ad-format
variations among newspapers. Yariance in
column widths, Difficulty in controlling ad
position on page: .

Size not as large as those of newspapers or
posters. Long closing dates, limiting flexibility.
Lack of imediacy. Tendency 1o cluster ads.
Possible difficulties in securing favourable spnl
in an issue,

1 No time to convey a lot of information. Air

clutter {almost 25 percent of broad casting is

. nonprograming material). Intrusiveness (TV

tops Tist of consumers” complaings in this
respect). Capricous station censorship.

+"Lack of visugl excitement. Mavering attention

spari (many listeners tune out commercials).
Inadequate <izta on listzning habits (when is

the. “listener” rcal_ly listening?). Fleeting nature

- of message. -

Direct mail

Damper of state, federal, ‘snd postal regulativns
on creative experimentations. Censorship often
unpredictable. Formula thirkine wrecuraged
by “proven™ direct-mail tract revends

140 -

“Almost any ad size availhble. Tmpact of Mlack

against white (still ¢.ae of the most powerful
color combinations). Secse of imediacy. Quick
respolse; easy accounis! |hty Local emphasis.

Chungﬁ poss:blc at shon

notice,

Hngh-qu_allly reproducti
Accurate demographic i

n. Presnge factor,
formation available.

Graphic opportunities {use of white space,

benday sereen, réverse type). Color,

Combination of sight an
single messege at a time.
Opportunity to demonst,
Believability : “What yo

Opportunity to explore 3

humot. Intimacy. Loyal

persen listens regularly t

stations). Ability to cham

Graphic ad production

1 sound. Movement. A
Viewer's empathy.
rate the product.

u see is what you pet.”

ound. Favourable to
following (the average
n on about two

ge message quickly.

flexibility, such as use

of three -dimensional effect (folding, die-cuts,

pop-ups). Measurable, A

wther form of advertising,

s scientific as any
. Highty personal. .




Posters : Esseatially 8 one-line medium with only 2 Graghic epportumitics, Color. Large size. -

limited opportunity to expand on the. Highfideliiy reproduction. Simple, direct
advertising message. Inadequate andience approach. Possibility of sn entirely visual
rescarch, especially in transit advertising. " message, T

Point of sale : Difficuity in pinpointing sudience. Failure of Opportunities for three~dimensional effects,
retailers to make proper use of material " movement, sound, and new production
submitted to them. : techoigues, : ‘

Source : Advertising Media in p. 478

Activity 1 _ _
2) What creative disadvantage: and advantages can you suggest to add to the list?

.................................................................................................................................

b) Select one leading advertiser and explain why the primary medium they wse is
specifically advantageous for their product from a creative point of view.

“Activity 2
Identifirone &d cach in & Sunday sup

plement of & newspaper and a weekly magazine and
review if they have-the same differences as brought out by Table 3. :

.........................................

néss of differmhi media on these

To gei a'ﬁsg'rc'e- of understanding of the relative atifaciive differafi :
' edia consideration. Table 3

criteria, Jet us see bow different media rate o iaparant m
provides a comparative evaluation of media in Indha.
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11.3 MEDIA STATUSININDIA - |

Factors and Forces . o TR

Beyond facts and figures, there has been & substantial qualitative improvement in media’
status in the country. Both the dernand and the usage of mediz has been on the rise. Several
factors have been accountable for thisnse: - R

. ® Economic liberalization commenced by the Rajiv Gardhi government, both in the

consumer and industrial markets, necessitated a different approach to markets. No longer
did the industrial policies and rules impede the expansion and diversification. . ' :
Cotapetition was the ‘new name of the game’. Naturally, media was {reated as an “ally’

in meeiing competition. o '

® The markets weie flooded with innovative, new and improved products. The traditicnal _
placid markets came sudderly to life. Media provided a significant vehicle for these '
products. ) : ' :

@ There was an urgeacy in the efforts to defend market shares by the traditional leaders of
both consumer durables, non-durables and business products. Thus, Bajaj Scoofer, - ° '
fecling anxious-about the new entrants, was.compelled to defend its market leadership
and usz media in the process in a perceptibly bigger way, K :

# There has been a marked departure in announcing financial securities and shares as if
they could aiso be marketed like 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. Reliance and L & T are the more recent illustrations of this trend.

s There is now a greater intimacy between media suppliers and media users in India.
Media suppliers provide latest data about their reach and frequency to make
advertisement, more efective. *Vatue for money’ is the new siogan of media suppliers.

® Marketing research is being increasingly used by both media suppliers and users. This
marketing research is used for both positioning the advertisement and effective use of
reach and frequency in getting messages across to the consaming public.

® The public preferenbeﬁ, knowledge and attitude toward riedia too has substantially
changed. The awareness and appreciation of péople is on the increase asto what media
can or cannot do. i -

® Realizing fully the monetary gaios and importance of media selling, media suppliers oo
‘have modernized the media services. There is now a marketing depanment/ section/cell/
exceutive in every major newspaper, magazine and journal to look after this business
exclusively. More personal or indirect contact points have been st up for the purpose of
selling media to the advertisers and the agencies. Dol e

Activity 3 _ . - L
Evaluate the above trends of changing media scenc in dndia and add two more trends that
you may have observed : ' '

{ Trend |




Media scene in India is 1llustrated by Table 4 which aitempts to s.how conmderataons of
exposure, habits, incomé and other media—features in the context of demographic variables

like age and income. Table 5 gives a very general view of Metro medla h:
useful to those media planners targettmg at metro markets. '

Tabls 4: AU India Medin Seene

bits, especially

Particolars © Press - Cinema - Raudio

Others -

Expasure by Sex g .

Men . 673 ) 67.0 415 8538 -

Women' 40,0 . 554 L 354 C 704
Habits by Sex . - - o '

Men 586 - 0.6 - 341

Women e . 345 T 312
Habiis by Income ' . - -

Up to Rs. 750 45301947 - - 474 (305)* 28B.5(23.2)

Between Rs, 750- - o - )

1500 . 152 491)* 55.2 (39.9)* 422 (42.9)
. Rs. 1500 + _ BE.S (T1.4)%- 56.4 (46.0) “44.7 (5513
Habiits by.Pdpnlﬁtinm ’ .
Strata/Sex . ) '

Below | lakh . 502 {251 49.8 (327 65.8 (42.7)*

i-Siakhs - ' 589312 . 554 (37.5* 48.8 (34.5)*

5lekhs + . 65R(427)* L 213217 49.1 (49.9)*
Habits by Education/ S B
&x - . ) -

Below S85C J 542 (415 . 86.8 (80.5)* 96.3 (91.4)*

Between S5C & S . .

Graduate - 439403 - 61.8 (83.8) 60.2 (55.7)*

Graduatjon and - : h .

above 329 (36.9)* 48.1 (53.0y* T 451 '(5?.'!)"
Habit by Occupation - ' '

Clcrks/: . .

Salesiten - T 623 484 ' 1

Professionals/ ., R - .

Business/Self 882 . L2 - 396

Skilled & Un- ’ e

skilled workers - 313 13 289

Swdents - 827 _ 9.0 487

Nen-working - L ) L ) "

‘Women : 273 317 298
* Figunes ralating 1o women ' _
Sowree : Compiled from the Pre. ; & Adventisers Year Bock, 1987.

Tabk S : Metro Media Habity
, .. Bombay Calewtn Delid Madras.

Press " 63 499 50.2 642
Televizion . a7 187 5i.4 a2
Citieraa ) 327 173 .2 - 54.8
Radio S 542 - 469 © 562 65.2

Source : Tz Press and Ad‘emls Year Book, 1987, p. 375(«:)

lag.




Activity 4
A market qf premium products in cosmetics and beauty aids, wishes to altocate funds for
Delhi Media. Advise him on the budget aliocation.

11.4 THE PRESS MEDIUM IN INDIA

The medinm of print has always held ¢he pride of place in the world and India is no
exception. The power of written word has een recognised since the era-of shared
information. In the recent years, when press and print medium (i gencral felt ihreatened by
the onslaught of *visual' medium, in particular the television, several leading exponents of
print medium began on concerted exercise 10 woo back its audience and, by implication,
advertisers and advertising revenue. : . :

Nonethelcss, press stili enjoys top position as a promotional/media vehicle. In the
susbséquent pages, it will be evident that no media ptanner can afford to ignore print
medium inhis media plans.

Print mediz habits in India are surveyed and articulated at several regular intervals through
the National Readership surveys in India. Exkibit | provides major findings of 1989 survey.
Exhibit 1

Media Habits of Hindi Beit in india :
. The National Readership Survey, 1989

Findings

a 8% of rural populace read newspapcers as against 46% of the urban counterpaits,

o 2% of the rural women and 12% of the rural men read newspapess.

« 0% of the readers of newspapers and magazines are in the 15- 24 age group.

e 0% of the urban adults read cuglish newspapers 45 againsl loss than one per cent of the rural. This percentage
of Hindi daily is 42% and 5% respectively. ’ .

&  While approx 10.7 lakh adulis restricted to urban areas read urdy publications, about 16 lakh people in both
urban and rural areas read punjabi. : .

o 22.7% of the adults arc raguiar Doordarshan viewwrs {Tour times a week or more), Hall of these vidwers are in
15 35 ape group. .

® 20% of the populace fisten 1o Al India Radio. About 7.6 of rural adults listen to Vividh Bharati againsi 29%
of the urbanities. .

e 15.6% of the rural women and the regular Vividh Utarati listerers—the enplish for.any media that has teached
rural womien.

®. Only LO% of the adults go 1 a commercial hall tor a film

“The survey covered Punjab. 38K, Delbi, UP, Bihar. Harvana, Madhya Pradesh, Rajasthan and Himacha! Pradesh.

Figures J and 2 provide the figures pertaining to exposure and reach of print media in 1990

THE REACH OF PRINT
(ALL INDIA)

TOTAL READERS: 9.98 crore

Fipure 1
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" EXPOSURE TO PRINT MEDBIA

BY INCOME

BY AGE .

{Figure in per cent) 5

7S 40+

29

0=

20w

10 =

(aal

751-1500
25-34

2501-4000

(Figure

in per cent}

ADVERTISING AND MARKETING

Source ORG: 199 cnn;r; by 5;+55H MAIDASANIQPC

1

. HILY 1990

. |
. : : Figure 2 S s -
A study conductss by Oper'aﬁons Rescarch:Group (ORG), reported by the Fress Trust of Tdis (PTE) o, Feb_ru:u'y .
5, 1989, highlighted the following about the Indian print media in F988. 7 L .
The Press advertising in Tadia surpassed Rs. 700 crores in 1983, marking an sunual grawik rate of 16,5 per cent.
Consumer advertising in the Indian press accouated for 40% of tctal advestising expendliture in 1983, s sgRinst
30% in 1987, . : : : : o C
Public Sector undertakings, both in the state and central seclors Jeft the private

advertising. . . ' - ]
The most advertised consumer products and servioss in-terms of expenditiire, were telgwision sets, textiles and

sector behind in press

garments, lewspapers and megazines, ecucationsl oppominitiss; housing and veal estates. Lotieries were the

single largest provider of advertisement sevenue after government releases.
There was a marked improvement in sefvice scotor advertising. The service advertising
level of Rs. 2.5 crores. )

» prodoced an outlay

English priat media'is highly deminant, while english ¢ailics oonsunfﬁ_od about 44% of all press adveriizing,

english publication on the whoie accounied for 51.4% of all press adverising.
Table 6 provides a camplete data file oa them. ) ’

Table 6 ; Readership by Langﬁage-

Language

: Readership (in lakhs)

Hingi .
English
Tamil
Malayalam
Marathi
Gujarati
~ Benguaii
Telugu
Kannada
Usdu
Orivz
Punjabi
Assamaese

359
218
121
118

i Soarce ::011(31990

Table 7: Top Englisk Publications

Mame

Riadership
(In 12khs)

Dailies

Indian Express
Tiines of India
Hendu
Hindustan Times
Dreccan Herald

146

42,52
35.38
25.67
20.53
1020




Magazinges

India Today 61.90
Competifion Sucesss Review 43.01
Reader's Digest ) 4363
The [usirated Weekty 19.10
Sportstar 18.48
Source : ORG 1990
Table 8 : Yop Hindi Publications
Neme Readership .
(in takhs)
Diailies
Punjab Kesari 48.19
Mavbharat Times 44.34
Bainik Jagran 33.23
Rajasthan Patrika 1205
Amas Ujala 30.80
Mugasines .
Sarita . 65.82
Manobar Kahariyan 57.63
Msyupusi 47,38
Grih Shobha 47.32
India Today 4477
Sowrce : ORT 1990
Table 9 : Top Regional Publications
Hame Readership .
T (jea Makhs)
Deailies
Malayalz Manotzasa (Malavalam} - €1.23
Daily Thanthi {Tamili 4537
Maihrubhoom: {Malayalam) 42.08
Eenadu {Tetugu) 37.34
Ananda Bazar Pasiika {Beagali) 3455
Mapazines
Malayalta Marorama {(Maizyalam) 70.42
Kamudam { Tamii} 5516
Mangztasn {Malayatam) 119
Arnands Vikatan (Tamii) nn
Sudhka {Kanvsda) 3098
Source : OREG 1950
Table 38 : Al India Peoss Svene
" Panicolars Drailies 77 Magealves Eublications -
Exposurz by sex .
Men 521 . 438 586
Womea 215 b 325
Halbits by Ags:
15-24 424 6.7 301
25-44 414 B2 215
45+ - 300 . 429 315
Bumch by Trconte
g Re TS0 260 53.7 TG
Rs, 7511500 pLA] 0.6 687
R 1500 + k3R 638 811
feach by Popalation Strata
Below | lakk 3.3 8.5 315
+-5 akths R4 32 437
5 lakhg + .7 .7 559
147

Promotional Scene in india—
* The Media




M‘"’“_"‘"“' Particulars Dailies © Magazines Publications

Reach by Educatlon :
Below SSC Y X 14 450
Between SSC & "
Graduation : 121 9.4 84.7
Graduation : ' : _ '
and abave _ A 823 950

Sonzce : The Fress und Advertisers Year Book, 1987,

INe_wspapers ' |
‘Newspapers, the cliche goes, wike us up everyday to everything. Thus, newspapers emerge
. as an all-time important medium, Table 11 and 12 present facts on the number of rates of

newspapers.
Tzble 11 : Number of Newspapers

. Dailies . Weeldies | Tom
Hindi . 554 2900 C3454
Urdu ) 182 : 723 905
Englisk 132 4 578
Marathi : 132 39 528
Bengali : 52 433 485
Kannada 93 : 172 266
Tamil : 13 34 - W
Malayalam . [g i25 243
Punjabi ’ 29 192 220
Gujarari LY 177 214
Telugu 42 167 ) 209
Oriya 17 a2 59
Assamesc 1 25 ki
Sindhi o 7 .oz 29
Sanskrit 2 4 6
Kashmin - [ |
Others 42 a7 . 109
Bilingual 35 382 417

Multi Linguat 9 68 7

Source ; Compiled from Manorama Year Book, 1989,

Table 12 ; The Rate list of Leading Newspapers in [ndia : An lustration

Publication Edition ) Girculation  Readership Rate - Rs.
' (m lakhs) (in laiche) col cm
Gujarat Ahm, Sur ) 2.8 14.0 . 18G/-
Samechar Bar, Bom : (old rate)
Deccan Herald Bangalore ) 15 1.5 25/-
(Jan 1, 89)
Prajavani " Bangalore 20 0.0 80/-
. . {Jan 1, 89)
Patriks Group Cal, ISR, Kanpur 22 1.0 90/-
Lucknow Alld {Apr 1, 88)
Sakal Pun, Kol, Bombay 14 8.0 74/-
- N {old rate}
Dainik Bhaskar Bhopal, Gwalior, 1.1 55 125/-
Indore, Jhansi, Raipur (Jun !, §9)
Bombay Samachar  Bombay 1.4 10 M-
. ' (May 1, 59
Tribune Chandigarh 16 80 90/~
(Apr-1, §9)

Soarce : Seif Compiled.

115 TELEVISION IN INDIA

Dodrdarﬁhan-netwoi‘k had 266 transmeters as on Oct §, 1988, to be increased to 430 by the .
ead of VII plan. The country will have 48 TV produci « entres by ther,. Delhi, Bombay,
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'Calcutta and Madras have second channels now. Since 1984, via INSAT-1B Doordarshan.
telecasts direcily a vaticty of higher educational and entertainment programmes. A national

programme for a minimum of 155 minutes daily is on from 8.40 p.m: to 11.15 p.m. Since 187,

a daily morning telecast of news and light features 100 has been introduced. It is estimated
that by the end of 1988, India had 12 million TV sets-—a quantim group from a production
Tevel of a few thousand sets in $970. It is estimated that the number of total sets will Brow
up to 29.2 and 45.6 million sets by 1990 and 1992 respectively. '

Whether or not the govemment’s expansion targets are met. On schedule, there is no doubt
that television is going to be an expanding medéium. Of the incremental sets likely to be
bought in the years to come, 2 significant number will penetrate into the middle class
households. It will also become the primary source for household information (substituting
radio) and entertainment (substituting cinema) and thus, the most attractive medium for -
advertisements.-

The Tmpact of colour : About 25% of the existing telewsmn sets are colour, and llns ratio
will go upto 50% in the years to come. This provides a very big opportunity for advm—nsmg

The Sponsored Progrmmnes/Channels + With the introduction of sponsored programmes,
there will be an attempt to produce improved quality programmes. It will be better 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 Commercials, we
may see sub]ect related commercials. On TV whatever it is, the advertisers cannot afford
not to invest in this medium.. .

" Table 13 : Revenues of Doordarshan (1952-88)

Year ’ ' . Revenues : © . %growih

. 1982-83 1589 N
1983-84 1979 . 24.54
1984-8% : Comas 5881
1985-86 60.20 . ©1.88
1986-87 - - 08 32 . : . 6332

- 19B87-88 (S:x Months}) - 10000 : . e =

Table 14 : Commercial Time on Television

for 30 Minutes Programmes

Promotional Scene in India—
The Media

Category ' National Delhi, Bemabay Other Kendras
¢ . +LPs :
_Super A © 60 seconds . 90 seconds 150 seconds
A 30 seconds : 90 seconds 150 seconds
B : 120 seconds 150 seconds 150 seconds

Note : 1. Category Super “A' sacindes 9.00 pm 1o 9 53 pm-every day.

2. Category ‘&' 9.35 pm t0 1030 pm and 7 2 10 8.15 am. Sunday Morning Transmission.

1. Category ‘B aficracon transmissicn and 10.30 pm onwards.

Source : Thle Press & Adveiibess Year Book 1987

Tabiz 15 ; Rate Structure Spot Buying : Per 10 seconds (in Rupess)

"Cutegocy . Ratiors! - Delbi Bombay Cal/Mails _ Srinegar
its Relry on iis Bang/Hyd/ - Guwahati
Trzs. - Relay A/ Lek/
Tran Chandig/
Dei/Bom/Mad
Super A 76,000 22,5040 18,000 7,000 2,000
£ Woe . 12500 9,000 5,000 1,500
B 29.060 5,000 4,000 2,000 1,000
Source : The ?msand mimums Year Book !9&9
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Promotiimal Mﬁﬂagei_nﬂll - ' - Table 165 Rate Structure Sponsorship Fee for Spomed ngnmmu (in Bupees); .

'_’““?"’“5 ' : o (30 mmnws mthwswondsmmema! ume)
Nationsl = Defhl Bombuy Srinagar md Others |
' _ 1 2 3 1 2 3 1 2 3 % 2 3|1 2 3
Super A 258 158 256 78 38 .855.°50 20 S0 75 5 14 |4 75 5
A 158 100 250 44 24 855 24 16 S0 45 14 146 " 25
B 75 70 256 225 18 8§55 12 12 S0 3 5. 14 7 s 25

Source : The Press and Adventiscrs Year Book 1987.

- Note: * 1. Sponsored Programmes produced by Doovdarshan. .
: 2. Sponsored Programmes prodeced by outside Producers.
3. Sponsored Programmes imported by outside Producers.

16 RADIO

'Broadcastmg in India started i in 1972 wsth pnvately owned transmitter$ in Bombay ard
‘Caleutta, which has later nationalized and renamed in 1957 as ‘Akashwani. It has now 94
* Radio Stations, 13¢ MW transmitters with 6,794 KW power, 356W transmilters with ~
21725 KXW power and 4 Vnf (FM) transmitters with 60 KW (ERP) power. This covers
95% population and 86% of the area of the country.

Since May 18, 1988, a nauanal radlo channél commenced broadeashng programmes The
- News Service di: ‘sion broadcasts everyday 273 newsbulletins for a durstion of over 36
hours in its home, external and regional services. The Vividh Bharati services provides
‘entertainment through its 29 commercial broadcasting centres, 10%-of the total broadcasting
_time is allotted to advertisement. Radio advertising takes the form of sportssol d in units of -
" 7,10,15,20 and 30 seconds, which are interspread between mogm A capsule of sports
.. contain a maximuom of 4 spots fora total of 75 secondds.

Tablé 17 : Revenues of Vividh Bharati

Year - : Revenne - - %gr(!»mll
\ <7 - _ (in crores) '
198283 1551 T =
198384 . 1607 ' - 0.04%
1984-85 : 15.69 o 71 734
1985-86 o 19.82 o 26.32%

1986-87 240 1%

] Tabie 18: Rales for Sport Advertisement and theChecks
] (CBSl

) ) Caugory Duration of Seconds Gl‘ollp‘sf’l’imeatqgﬁy
.+ Duration of A - B c

. _ B . D’
Category Secomds -~ 1 'L 1M 1 n o m [ o m 31 o m
7 1m0 12068 120 B0 S0 70 S50 40 |60 40 25
11 240 170 80 170 120 W W00 T0 50 . 8 60 35
) 15 360 250 120 2507 170 100 50 100 70 120 98 T 50
20 470- 3200 (160 320 220 130 190 130 90 | 1200 65
30 ?00_-'_450 230 _--.4_50 320 100 270 190 1200 230 1% 90
. Notes : L'
N -l.._ Group {A) mns Delbi; Growp {B) mdudﬁ Cnlcul!-, Madias, Hydcrslm! Bongaiors, Al medabad, Kanpur,

Vijeywada; (C) mclu:lls Jaipur, Buroda, Lucknow, Indore, Allahsbad, Pune, Nagpur, Juljunder, Trivandrum.
Tiruchirpalli, Pétna, and groep D Cuttuck, Srinagar, thpal Jodhpur, Ranchi, Ca.'neut, rwar,
Chandigarh, Rajkot. . -
. 2. Categories L I1 angd 11 dre foo different Tlmmp of the Day.
.3 2B%eaun wtll be charged for fixed spory, special position nnd e check.

. Somrce: Thememdeemsets Year Book IGE?




11.7 CINEMA

For a considerably long _t-irne, cinema reigned as the supréme médimﬁ of visual -

entertainment and information for Indian imasses. At least, till the sdvent of television in the

country. There, thus, decurred a brief decline in the popularity of cinema. However, figures
in the recent years indicate that it has again picked up as an attractive and caplive vehicle
for promotional measures while-Fables 19 and 20 provide data about the medium, Table 21 .
compares felevision with cinema. o - o

Table 19 : Ali India Range of Weekly Seating Capacity
" and Cost per Reach Via Cinema Halls

All India Ranges of

Population
Strata S -
Weekly Seating Capacity - Cost per Reach in i Paise
A Class B Class C Class © A Chss B Class . € Class

Below 50,000 - — 10605-17892 - S 23-%

50,000 to 1 lakk 15057-22155 10626-20552 = ' — 0.65-1.0 22-1100 R

1 lakh - 5lakhs . 10018-32284 18206-2256% — 0.46-6.40 25-93 -
5 - 10 lakhs 19608-30808  21644-20028 1674428728  8.52-08 38-.57 24-.44

10 — 30 lokhs © 925312-33208 17544-33656 17892-26320 087-140 - .60-90 37-60

30 lakhs & above  25752-32984 19516-25872 17052-24388 125-154 84-1.26 40-1.0

Source : Compited from the Press and Advertisers Year Book, 1987.

Tahle 20': San All Indie Piowre of Cinema Medium

Pacticulars o Types of Clnema Halls i
(Population) - AChks : B Class . € Cless Total No. of Clnema
50,000 and below Scn . mmesy o o — 1443 (652)
50,000 - 1 lakh - . 19(825), 719 ({783) o L. TR3(7R4Y - -
1 takh - 5 lakhs ’ B 1] (99%) ) 969 (840} - - S 1079 (856
% lakh - 10 lakhs 167 (997) 205 (865) 174-(779) 546 (878)
10 takhs - 30 Takhs 125 (1052) : 93 (932) - 187(762) 325 (992)°
30 lakhs and above 1740916 102 (841) = 191 (775) . 471 (863)
Total No. of Cinema ’ o . .
Halls : 550 (1006) 4526(733) 472 (774} . 5548 (T6d4)
Note ; Figures in the bracket refer 10 average seating capacity of 1hc cingma halls.
Source ¢ The Press Book 1987,
Table 21 : Reach of TV Vs Cinema
(in an Alphabetlcgl arder)
- Al adults - Rs. 1501 + Income)
Mini = Metros TV Reach% Cinema Reach %
Ahmedabad : S 318 59.7
" Bangalore 17 i 557

Hyderabad : : © LS BT 63.5

Jaipur L 526 . 206 .

Kanpur ] . %5 S 396

Lucknow - ' 576 Cooma

Nagpur . - 580 T . 473

Pume . . . T Y : 294

Source : The Press and Advenisers Year Book; 1981, p.374(c)

118 VIDEO

Video as &8 medium of expensive but conveuim't entertainment has emerged very strongiy of
late. This is evident through the incseased number of video sets (VCPsand VCRs). While Table
21 gives a population break-up of video sets in major cities. Table 23 gives a quick count of
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thewvideo set population and Table 24 details viewership preferences among video viewmg

househn]ds

Foliowing are some major observations about video as Medmm

i)

it}

The number of video sets has grown in the last four years trcmendously. The
distribution of video sets too is fairly equitable in geographical terms. In fact it is said
that most of the viliages and suburbs are served by one or two video pariours. Thus its
reach is quile reasonable.

It has emerged as an alternative to cinema halls, If not, at least it has bgcame a major
competitor to cinema. Realizir:2 this, many film producers and distribuiors who had .
been opposing video culture, have finally accepted it as a fact of life and started using it
in their efforts.

Table 23 : Video Sets {In Lakhs)

West ‘ . : 55
Neth - S o 5.5
Fast : i0
South . © 40

Toual \ ) 180

Table 24 : Yiewership preferen-ces {Among video viewing househu!d§

: Averape' No. of Cassettes .
Yiewership viewed n a month
’ %
Latest Hindi films 38.0 3
English films 62.0 2
Old Hind! fiims : 61.0 : |
Regional films . . i8.0 G.5
Hibu films ’ 8.0 negligible
Pakistani Serials . 80 nepligible
65

i) Video is beng used for information purpose tog—particularly relating Jlo investigative

iv)

v)

journalism. This refers to pews that is normally ncither covered nor wi

1 be telecast by
Doordarshan. Newstrack from India today is a representative example of this trend.

Video is also used for entertainment about the ‘gossip’ or ‘events” in the film industry,
This is a competitive medium for ‘glossy’ magazines that have multiplicd in the recent
times indicating the heightened interest of people in what film celebrities do. Motivated
by this several video-film magazines such as ‘Lehren.” etc. have been introduced.

A major problem in video medium is ‘cluttering’ and zapping-up of commercials.
"zapping-up’ is more frequent in the event of a ‘chunk of commerciais’ ‘white no doubt,
it reduces the 1mp0rtame of video medium.

11.9 AERIAL ADVERTISING |

The concept is popular in US and came to India in 1985 by Sky-ads, 2 Bombay based firm.
The zeriat banker services invelves 200 ft % 5 fi fibre glass mesh banner held by aluminium
alloy rods and towed by 2 single seater single efigine aircralt fiying at 700 ft. to 1000 ft.
abnve the ground, depending upon the population zone,

The banner message length can be upto a masi. of 40 english alphabets mciudmg the emblem

and the characters are scarlet as onc can read it in the biue sky. The flight is 4wo hour’
duration. The flight costs Rs, 20,800 for Bombay all inclusive. The momhl}L remals for

bai]oom is Rs: 5,000 for 10 ft % 25 ft blireps. It offers advantages like -

. Targctmg and 'cachmg the audience i1s-most effectwe not possible to achieve in print or

broadcast medis. .

#® Reaching a capiive audience I!Le in cricket matches, public raflics is maore effective

through aerial advertising.

¢ Since there are so rany festive ocencion and melus. this will be very effactive.
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Airport Advertising . S o o
Advertising at Airports 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, a'passenger has to wait at the airport for more than an hour—a captive audience for the

marketess. The tariff for advertising media mix is as follows : (Tables 25 and 26)

" Table 25 : Tariff for Alrport Advertising Media Mix

Particulars . Position Art work Tarifl Per - Circulation
o (Cms) - ~ thousand ' R
1. Passenger ] : . :
Tickets Back Pg. 20x8§ i 350.00 National
2. Boarding c ‘ '
Card . Back Pg. 9.5% 55 200.00 National
3. Cahbin ) . - . .
Baggage ‘ . o : :
Tags BackPg. - 45%25 s 90.00° National
4. Regd. Co : ’
Baggage . L . ] .
Tags Back Pg. 5x4 9000 Nationat
5. Sheet : : . L
’ Time Table . ’ )
i : Tags Front/Back Tx7 HGO0.00 . International

Source : The Press and Advertisers Year Book, §987.

‘ ' Table 26 : Outdoor Haearding Average Rates
© Size 207 < {07

| . Metro Cities 6000 (Dethi) 3000 (Bom) 2500 (Caly 2000 (Mad)
Towns 5-1¢ - 600 " ) - :
lakhs '
"Towns 1-5 350
lakhs

‘ Source ; The Press and Advertisers Year Book, 1987,

11.10 'RAILWAYS ADVERTISING

‘Railways occiipy its place in the mind of media planners as the most important vehicle in -
“transit-advertising.” The number of travellers per day.in Indian trains and-the fiours (even
days) that are spent in them enhances its importance, Table 27 provides a media'mix of
‘Railway advertising. - S '

‘Table 27 : Media Mix of Raflway Advertising
® Station Hoardings o o . o
® Railway Bridges Hoardings
& Posters
* Inside Carriages Advertising
# Reverse of Passenger Tickets
‘@ Sign below clocks
8 Closed circuit televisions

11.11 OFF-THE-WALL MEDIA

Exhibit 3 provides an illustrative 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
(o A and B class towns, besides the metros. ' :

Exhibit : Emerging Off-the-wall Media : The Shape of Things to Come

® Advertising via telephione
“You can purchase 30-second messages in which the advertiser supplies the company with relevant sales-poinits.

They can be taped, introduced by & live-pitch person, or bath. “Where to Buy™ telephone services identily retailers
of specific products from consumers’ inquiries. :
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~ service o retail business.

‘@ Taxicab advertmng

. 'l‘hea'ler-scnen advertising

: i'ence? Mention at least two of them.

» Aeml Immurs and lights
Banners, nsuslly more than 30 feet I.ong, pulled by low-flying planes. After dark, tmvelhng aeral hghis can -

display. massngm ofupto 90 characters.
L] Bnilwns

* The advertiser's musagc is imprinted on the halioons. A.rbome beights vary from: 200 to| 300 feet,

. Coptermedia
This method uses thousands of i:,ght bulbs mounted on 1 40-by-8 foot billboard frame on a slow-ﬁymg helicopter..

The effcet is (hat of a bn!lmmﬂymg electric sign ﬂoanng about 500 feet above the:ground.

o Handbilis ' o
Handbills are simple sheet of paper with brief advemsmg nmsages whxch may be slipped under windskield wipers
or hung on door knobs, Distributed by agents they &re one of Lhe Teast expensive methods of advertising a local

o Libter reneptnclcs -
Some ma;or cities offér spacc on coucre:e lm;et receptacles at magm' commercial intersections.

[ Pnper-book adverlislng

o . Bound-in inserts are available. Appmnmuiely 35 lakh mdnel books are sold annuatly. J!x aurience can be

pinpointed by book title.

o Shopping bags :
Rags are offered to grocery chains o 2 reglouﬂlly exclusive basis, A shoppers checklist &5 printed on both sides,

and advertisers can have the:r names prmled on the list next.1o or in place of the category dmgnatmn

The back panel of front seats, the omstde rear, and dnsplays built on the roof pmvlde «day zod. mght exposm:e
Rear-screen slide pro]ecwrs facmg nders are also available in some major markels,

Commercisls ranging from 30 seconds (0 3% minutes are screened at petfomnntes in most indoor and drive i -
‘theaters, The average n.nuonal movie sudience consasss of approximately 500 mllhon peppis per: weelk, with
women and ynungcr people dominant,

Activity § ' o
What other off-the-wall media can you thmk of that m:ght help pull castommers. off the:

Answers

11.12 SUMMARY

The unit covers alt the promotional media in use in India. TFhrough re,levant data

information on readership and other media habits of the Indian populace; regionwise and
statewise. The ‘reach’ of the different media has been discussed and a comgparative
evatvation of media opnons kas been promdod

11 13 SELF-ASSESSMENT QUESTIONS

1) Assess the mcms of print medxa md television for an hotelier of jpational repute,  *

2} Can w.deo he used in all cawgones of pmuucis? If not, which a Lhose products? How-
cxn you teckle the i 1ssue of ‘2apping and fast Eonsmdmg the commercials in video
easseuw?

K} Observe the off-ehe-wslls nwd:a in your lawn ami write o nme on thezr relative merits
and desherits. '

4) Why s aivport andt Reil adwzmsmg not nsed 50 much in
traditions! Hiss or inhewint weakness of the media?

154

lsia-algas?e'of




UNIT 12 PROMOTIONAL SCENE IN
" INDIA : MEDIA USE AND
USERS | -

Objectives

After havinp gone through this wnit, you will be able to:

@ Establish the relationship between advertising expenditures and sales promotion of
products in the Indian Context. - ,

¢ Develop a profile of advertising expenditures in India,

® Assess the promoiionzl scene with respect 10 product specific, comparing specific and
industrywise advertising outlays. . . ' ‘

o. Describe the role and importance of Advertising agencies as components of the Indian
Prometional Scene. o ' C

¢ Explain the specifics of the promotionai scenatio with respect to Two specific fields,

" services and financial producis. -

Steuctare

121  Introduction :

122 Coirelation between Promotion Expenditure and Sales Gengeration

123 Advertising Expenditure in General : A Profile

124 [Indestrywise Advertisement Expenses/Sales Ratics in India in 1988

12.5 Advertiscment Expenses Specific to Companies, Products and Brands in kngia
126 Adveriising Agencies in India o . :

127 Proractional Scene for Service and Financial Products |

128 Cenclusion ‘ :

125 Sumsmary ‘

12.10 Self-assessrent Quesuons

12.1 TNTRODUCTION

Tisis uait is a sequsl to the previous uait on mcdiz availability in India. The focus of this
unit is o reveal media use by advertisers ané profile majov media users. It is expected that
you will not ealy be exposed to current practices of media use in Tndia, it will also help you
in your own decisions regarding media use. Consiger for yourself & situation in which you
ate expecied to design a media use plan. For it, what is required is noi only the data oo
aveilability of media but slso data on how industry has used it and wiat are the trends for
the Baturs. This unit provides details of media wse by industry and sezgesis its direction of
future trends. :

Eristing advertisers ofien have 10 compare their media wse over a period ol tine. This unit
aiterts 10 i this decision-uking of media plagners.

12.2 CORRELATION BETWEEN PROMOYION
EXPENDITURE AND SALES GENERATION

Larkier umiis hag dwelt on this subjeet in detail as 1o how adertisernent expenditure resuiis
i adiditiona! safes. Though opiniens vasy on this counms, it is usvally believed that 4 rupes
spent on promation does biing in & Hwore Than fupes worth of turnoves, Fxhibit 1
cugrises an Eeonomic Tiues Stedy on shis aspect

Bt 12 T worrelativn between Ad. expruditnre s sules genersion

A sty petisded in The Ecotosiz Times of July 7. 1988 bad shewn that the sales income geaerated by
soeapanics, particalarly thow man_uf&ct'asuing crmpmer goods, bas high comelation with the expeaditive incared

24 advertising and sales promotion of gonds,

A velatively nigh corselation was foung to exis ju ke case of Bocke Hond, Colgate-Palmative, Food Specialiviey,
Fiadusten Troos sod Hindustan Lever, :

L
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The expenditure on advestisement and related promotional activities is often construed s a seHigg cost by the
companies. Bul advertiscraent is a production cost, forming a pan of the cost, t‘or manufacturing and distribution
of a new or supposedly better product. .

 The seihng 205t is the cdst incurred gederally in maintaining ox enlargmg the market for pm(iuc!. which ure-

alseady ir the market stream,

The Economic Times study of Juty 7, 1938 had also brought out the fa.ct that certain companies, havc high
advertisement-push effect on sales than others. Invariably, the consumer goods manufaciuring companjes have such
a push-effect.

it has been found that there is no linear refatinn bétween generation of salcs and expendituee onsales promotion.
This is because the companics bave generally a divessified product range. :

Again, the modus dpcmnd_i in the preparation of an advertisement budget by & company is an essential factor in
deciding a linear mlationship between advertisement expenses and the sales income of the company.

The mediz platfarms for advertisements and nzture of products are also important factors in estsbllshlrg lincar
relauons]np between sales promotion expenses and sales income of companies.

All said and done, sales promotion expenses do have an impact on “the sules ingome of rompanies. But it.appears
that there is no one to one linear relationship between the two factors 1hough these are highly correfated 1o
one anothzr '

Activity 1
Analyse carefully the Econgmic Times study as given sbove and advise a compaey mannfacturi
undergarments to refate and justify its expenditure on, print adventising (magazines and daities),

preminm

12 3 ADVERTISING EXPENDITURE IN GENE]RAL
A PROFILE

As elsewhere in India too, there is a dearth of authentic published data on hgw much had
been spent on advertising. Reasons for this reluctance are not fag to seek_ It is indeeda
sensitive question for any company to answer too. Secondly and perhaps mare important is
the inability to artive at precisely the amount to be attributed to adverlis’ing as accounting
practices in these companies do not accurately keep figures on various forms of promot:on
io a company.

Table 1 attempts to profile adverl:smg expcndllure in India during 1981 to ILSS on various
media categones :

Table 1 : Advertising expendifure
: {Rs. crores)

Category . 1988 1987 1986 1985 1984 1983 1982 1981

Actaal % Acial %o Acud % Acwal % Actual T Acwal % Acowel % Actal %

I. Organised 87 720 85 463 35k 6 e g
‘ fr 556 540 58.0 450 600 370 629 195 657 263 659 1 662 20 613
[HINY] [20.0} {218 {254) (12.2 29 {18,3)
TV 175 162 .. 140 15.1 100 133 60 102 28 62 W 50 6 45 12 40
(5.0 140.0) 66.7} (1143 (40.0 1250 [EXi]
. Radia E 30 X R W0 34 19 42 1743 5 43 14 47
LA 210 (150) {53 {11.8) 113 {11} v
Cinema '_ . - 13 12 12 1.3 1118 13 22 16 36 16 40 15 42 13, 44
{83 (—) =77 (—18.7) = .7) (5.4
1L Unorganised 260 210 165 125 9. 83 I'f] 38
Ouidoor 90 84 60 6.5 40 33 0 s 24 54 2 55 57 15 5%
(50,00 {50:0) (3.3 (2500 (8.1} {100y [33J3]
Point of 8 T4 &5 7.0 50 67 45 17 2t 6D % 55 65 18 61
purchase (B0 {300} (L %7 L N(EL] p1) E)
Proddution 0 84 85 ot 75 100 .50 8BS 40 39 5 8 85 5 R4
{5.9) .13y {500} (25.0) {143) (63} {20 D] :
Towlil+1y - i078 100 930 100 750 100 588 160 449 100 399 100 352 100 %7100
{141 (243 (278 - (31.0y (115 i134) . {IE]:Z]

- Figures in brackets indicate growth.

Source : Advertising Industties : The Economic Tlmes Dec. 5. 1988
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Following are qulck mferenoes onTablel: . - - : - Promotional Scene in India

3
b)

)

d)

The advemsemem mdustry has crossed the maglc figure of Rs. 1000 Crores in 1988 . Media Use “.“":U”‘."’

In prowth terms, ielevision is sourmg over other media in organised sector; whllelthe

_distinction belongs to outdoor media it unorganized sector.

The prmt media accounts for 60% of the total advertisement expenduure in 1988 with
a similar form1dable track record in the past. .

The expendlture on Radio has peaked off in the recent past, and' it chsplays SIgns of -
slldmg down in both absolute and proportionate ad expenditure.-

A visual picture of the same advertisement expenditure.is available in Flgu:‘e 1.
Additionally, a distribution of advertisement/sales ratios (percentages) of 103 sclect
companies covered by a recent study of Economic Times is avalable in Figure 2.

| ADVERTISING

II{__.-:"'cl'('nl‘u_\_r .

Growth ﬁ\\ . 1150

> N y .
2IN | /
:N _ / 850
Tele B = =1 /
“|8 % % & EBEE)/ 700
550
' 400

Figure }

301to4.50 Tl W €3 00ito150

Aboved SO @B 198788 1.51103.00

Figure 2
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Decusiulls

- Activity 2

Year Aniount v . - Press Total

. (Crores) T ‘ % . - Amosst % Mudb
L E B 538 0 B
1990 360 o - S’ 700 65 1075
000 600 R ' 4 1300 52 (1500

N

Mention two major impressicns of yours afer a relook at the Table No. 1.
Impression 1 ........ e . e s TP e N S
IMpression 2 c..v.iie s o e i e e e e

A R R R N ]

“Table 2 endeavours to project estimated advertisement expenditure on the two major

promotional media i.e. Press and television. 1t succeeds in painting a deelining scenario for

_press by thé turn of the ccnmry although television is overall ratio in Iutal advemwmcnt

budget will remam almost stable at a quarter of the plc

- 'fﬁhle_ 2: Advertising Expenditure Estimates

Table 3 provides a worldwide ranking of SOme major countries in terms of pe capi;a:

© advertising expenditure. According to it, while USA tops the list, India is placed way down
at 79th place. :

Tuble3 : Per Capita Advertisement Expenditure in Select '

. ) > i . o ‘ Per Capita rd\reﬂise-

Country = - . Rank  ing Expendifure (1980)
usa : o 1 S za:}u o
Australia, A ’ ' 5 o 1720 -
UK ' o w0 - I8
Japan . S : 14 C ' : g6.0-
“Argenting . R 31 . 290

. Braa . _ - a8 ; 110

~ Peru . ! ) : . 59 ' i . 0
Indonesia : 75 . oo 9

. India . ' 79 ' 5
Pikiswn o : . 82 S o4

Source : Dai.un Nevw paper ('P;;kistan) May 9, 1953 ' ) ) ’ :

- 12.4 INDUSTRYWISE ADVERTISEMENT EXP*?NSES/

' SALES ‘RATIOS IN INDIA IN 1988

%'@mprehensive Tabie 4 provides'advertiwm'eht expenscs/ sales ratio of some select
Jompanics in India in various mdustnes categorles for the year 1987-88. Follgwing are.
some quick findings : -

a) The ratio ranges from amourit half per cent to sligiuly over two per cent.

b)  Chemicals and pharmacentical compames have spent t.e maximum in specified
: categones of Indubtr.es ' .

c) . Within each industry categorv expenscs/sal&s ratio has substantlaﬂy varied. The intra
indistry disparity is too large to be overlooked. :
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“Table 4 : Industrywise sdvertisement expenses/sales ratio 1987-1988

Naro of the Advertisement Net salias Advertisement
Company eXPONSES - {Ra) percentage of
. - | net seles %

1) - Engineering (2T) 7T 585434 0.63

1. Advani-Oerlikon -, 66 6154 —

2. Blue Star ’ 126 11303 —

3. Bajaj Anto. 3% 47075 -

4, Bajaj Tempo ‘77 13652 —
5. Crompton Greaves 292 25074 —
4. Escorts 529 41537 —
7. Essar Gujarat 3 1761 —
8. Elecon Engg. 27 10262 —
9. Esfeld Indiz 019 4992 -
1G. fGreaves Caotton &1 13186 —
li. Jay.Enge. 33 10338 —
i2. Kirosker Elect. a9 . 11839 —
13, Kelvinator g 11168 e
14. Kirlaskar Bros. 3l o7 -
15 L&T 8z 41630 —~

16, Mahindra o 49145 —
17, Mukand Iroan 17 27955 —
18.  Motor Inds, 66 1597, —
{2, MNelko 151 5778 —
26, Orissa Sposge Iron — 1725 —
21. Peico Electroaics 634 36790 —
22. Raliis Indin 157 21715 —
23, Stndasd Motors 3l - 2597 —
24, Steel Strips 1 3664 —_
25. Tata Engg. A2 116325 -—
26, Tube Investmeni 118 13780 —
27. Voltss 281 33002 -
i) Chemi-als &

. Pharma-uticels (17) 2198 199716 118
1. . Atic Inds. 12 T 4344 - —
2. Atul Products 12 8337 —
3. Bayer (Indis) 111 10433 —
4, Cellulose Products . i 986 -
5. Colour-Chem. 17 7304 —
6. Dharamei Morarji )

Chemicsls k) 7865 -
7. Duphar-Inter 12 1963 —
8. Gujarat Narmada ,.

Vailey Fert. 129 34154 —_
9, Hoechest . 169 15322 —
10. TDL Chemicals 6 5028 —
11. Glindia 364 17301
12. Hindustan o

Ciba-Geigy 389 17123 —
13. - Mangalore Chemicals 68 11693 —

"{4. National Oyganics 234 26219 —

15, Oswal Agro Mills 85 12381 -
16. Sudarshan Chemicals 18 3781 —
- 17, Union Casbide 329 15480 —
I Textilés (15) kY. ¢) 353556 .91
1. Arvind Milis 142 11359 e
2. Bharat Vijay 143 M7 —
3, Bombay Dyeing 342 20188 —
4. Baroda Rayon 4 11312 —
5. Grasim Jnds. - 367 . 55936
6. Jivajeesao Colton 8 11323 —
7. Madura Coats 97 18856 —
8. Mahavir Spg. Mills 10 7141 -
.9, Naticnal Rayon - 13095 —
14, Orkay Silk Bitls 24 16631 -—
11, Polyolefins Ends. e 12339 —
12. Premies Mills 65 4192 —
13, Reliance [nds. 1420 120114 —
i4. Raymond Wooliens 395 19214
15, Swndard Mills 14] 17918 —
W) Cements (4) 138 86930 B15
1. Associated Cement 92 55288 —
2. Dalmia {Bihat)
Cement 15 6233 —

3. India Coment 8 10757 —

4, 15 10652 —

Orissa Cement
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Promotional Management
 Decisions -

Name of the Advertisement Net sales . Advertisernent
Company - ExXpenses T (Rs) percentage of
net sales %
V) Electricity (1) 13 3155 —
1. CESC - 18 3165 —
V) Rubber Goods (5) 651 13627 .88
1. Apollo Tyres 115 10738 —
2. Ceat Tyres , 173 24060 —
3. Goodyear ' 21 12780 -
4. MRF 318 23780 —
5. Premier Tyres 24 2344 —
VII) Puper (2) 3 5500 0.53
1. Jayant Paper 10 1696 —
2. Sirpur Paper 21 414 —
Yy Miscellaneous (32) 9703, 443527 AL
' 1. Asian Paints 367 13521 —
‘2. Bata 306 24548 —
3. Britannia Inds. 141 18114 —
4. Brooke Bond 906 34863 —
5. Bakeliete Hylam 30 447 —
6. Biow Plast 00 6879 —
7. Colgate—
Palmalive (India) 1083 15985 —
§. Carborundum Universal iz 4647 —
%. Duncan Agro 96 6178 —
16 DLF Universal 65 2736 —
11. Food Specialities 816 17034 —
12, Font Gloster - 174 7829 —
13. GTC 44 14192 —
14. Gen. Ind. Socicty 1 6223 —
5. Goodiass Narolac 133 7937 —
16. Hindustan Lever 1882 78443 -
17. Hindustan Cocoa #48 7316 —
18. HMM 359 6957
19. Hicco Products 55 3563 —
20. KCF 15 7978 —
21, I1C Cell 30967 —
22, Yadian Hotels 182 10397 —
23 IVP ’ g 4547 _
24, JK. Industries — 25584 —
25. Lipton 618 32584 -
26. Lakme Ltd. 151 4552 —
27, Mohan Meakin 85 467 —
28. Premier Const. i 230 -
29, Supreme Inds. 19 4509 --
30. Tata Oil Mills 3 24516 —
31 Tips and Toes Cosmetics 57 342 -
3% VST 385 6255
GRAND TOTAL 19647 1779755 116
Activity 3
Review table 4 and give at least one reason each for the highest ratio in the case of

chemicals and pharmaceutical companies and the lowest ratio in the case of cerents

COmpanies.

T
*
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Promotional Scene in India —t

i2.5 ADVERTISEMENT EXPENSES SPECIFIC TO | " Media Use and Csers -
COMPANIES, PRODUCTS AND BRANDS
iN INDIA - '

This section provides some intesesting highlights of advertising expenses. For the sake of
clarity in understanding these have been divided into threg sub-sections :

Tndustry Specific Advertisement Expenses

Tables 5, 6, 7 and 8 contain data on this aspect. While Table 5 addresses itself to covering
companies spending over 1 per cent of their sales, Table 6 compares a select 103 companics.
with the lop 20 companies in 1986-87 and 1987-82. Table 7 concludes the presentation

~with absolute figures on advertisement expenditure by leading companies. -

Activity 4 .
L.ook at the Tables 5, 6 and 7 and mention if there are any surprise inclusions or expulsions
i the list of deading advertisers. If so, mention them and substantiate your answer. '

Table 5 ; Companies with advertisement expenses of
moce than 1.00 per cent of sales in 1987-1988
: : 7 Alphabetical order)
— -
Advertisement/ Sales
Sales ratio

Name of the company

|, Advani-Oerlikon ) 1.10
2 Asian Paints 2.40
i Apollo Tyres ’ 110
4. Arand Mills : ’ 1.30
5 Blue Star ‘ . 110
6, Bharal Yijay _ . o 281
7. Wam o N 1.24
% Bayer (Indis) 1.06 °
9, Brooke Bond ' 2.60
i0. Bombay Dyeing ’ 1.17
11, Blow Plast 4.2
12. Colgate-Falmolive : - B8
13, Crompton Greaves 1.08
14 Duncan Agro R : ' 155
15. DLF Universal ’ ’ 138
16 Tseorts 1.27
17. Fnfields . 218
1%, Food Specialities . . 379 .
19, Fort Gloster . 122
20, Glindia 236
21, Goodlass Nerolac .68
22, Hindustan Lever . 240
23, Hoechst . 113
24, Hindustan Ciba-Geigy ) : ) 227
25, Hindustan Cocoa 6.12
26 HMM . sl6
27 Hiceo Products 1.54
28, ITC . 1.97
79 Indian Hotels : ) : 1.75
3. Juy Enpinecring 332
31, Lipter India’ ) 1.90
32 Lakme 332
33, MRF ] 1.34
4. Mohan Meakin i 114
35 Neleo . : : 261
36, Peico Electronics ‘ 172
17, Premiet Mills . 1.55
4. Premietr Tyres . .02
39, Reliance Inds. 1.18
40, Raymond Weollen .06
41. Standard Motors : 19
42, Tata il Mills ’ 1.60,
43, Tips and Toes Cosmetics Industires i6.67
44 Union Carbide 213
45, V5T . ’ 5.68
1ol




Fromotional Management - ‘Table 6 : Sales promotion and advertisement expenses of 20 comparies—: 198687, 1987-88 snd 1488-89
: i ‘ {Rs. lukks)
Name of ) Year Adver- Other Com- Dis- Tetd - Net Adver- Com-  Col(7) Adver-
the corapany " fise- Salesmission count(3io &) saler tise- mission s por- tise-
meqt proma-  en o svent oncentage  ment
ex-tionex- sales  snies ex-subes s of o6l ex-
penses penses o penses pereent-  (8) penses
22 per- -age of s per-
centage  [total aeidage
of fotal of et
(0 ' @ @ W ® ® M & ¢ o ae  an  az
. Associated  ° 1986-87 78 - 5 2531 336 SWM 232 L5 06 O
Cement 1987-86 92 - 4 452 548 59788 168 07 09 D2
o 1958-89 49 - 76 667 191 0058 62 | 95 .13 Ol
2. Biue Ster 1966-87 86 T — 87 WIS 759 |4 G 07
198788 126 — 29 — 155 1303 - 313 | 187 14 L1
1988-89  t16  — 3% — 55 14242 748 (252 11 68
3. Bajzj Auto. 198687 203 — 45 . 248 35379 K15-1815 070 057
98788 326 . — 29 355 47075 9183 817 075 069
1988-8% 271 - a7 — 308 41987 8799 1281 073 065
4. Bakelite Hylam 1986-87 - 15— 2 — 17 3760 - 3824 [11.76 045 Q4G
1987-88 30— 4 — 3 4471 8824 [1176 076 D67
: 198889 27 - 4 — 3} 4985 R7.30 1230 062 054
5. Crompton 1986-87 166 — — — §66 20793 100.00 — 078 06
Greaves 1987-88 272 — — — 372 2094 10000 1 — 108 LB
o . 198883 278 - — — — 279 5T 10008 — . 051 09
6. Ceal Tyres 198687 113 — 7T 177. 297 20033 38905 236 - 145 056
98788 473 — 725G 430 24080 4023 | 183 179 OW
1983-39 208 - 66 281 28028 740z | 249 100 074
7. CESC 1985-87 9 - - = g 2957810006 | — 003 003
: 1987-83 18 — N - 18 31165 10000 | — 006 D06
1988-89 s = = — 15 35872 10000 — 004 004
8. Caborandum  1986-87 16 - & —_ 79 4266 2025 7975 185 0.3%
- Universal 1987-88 12— 5 63 4647 1765 8235 147 0S54
: 1988-8% 25 -~ 66 — 9 5410 2747 [7253 168 (046
.9, Gujarat Narmada 1986-87 S0 - - — ¢ 23037 100.00 — 039 039
- Valley Fert. 1987-88 18— — — 129 34154 10000 — 038 038
) 198888 133 — — — 133 27770 100.00 —  0ag 048
10. ‘Glindia 1985-87 387 — 22 — 409 15851 9462 538 238 244
198788 564 — 17 — . 5Bl 17301 9707 293 336 326
- 198589 483 0 — 24 — 717 5722, 9665 237 363 351
“§1. Greaves Cotton 198687 6l — 174 — 235 13765 2596 1404 170 043
' 1987-88 6l — . 185 — 246 13186 24.86| 7520 187 045
198889 S8 — 190 — 248 15442 2339 7661 161 038
I12. .Hindustan Cocoa 198687 310 2 — — — 310 6069 100.00 — 501 501
- Products 1987-88 448 T — — 448 7316 10000 — 612 612
CUI9BRB9 4 — — — 494 7347 10000 — 612 672
13, Hp 1986.87 133 - = — 133 5826 100.00 — 236 236
198788 359 — - — 338 6957 10000 — - S5l8 516
©1983-8% . 5315 —  — —  53% %930 100.00 — 5%% 599
14 ITC © 1986.87 505 2 — @ — — 505 25995 100,00 — 184 134
: 192788 - 611 - —  6i1 30957 10000 — 187 197
: 108889 1132~ — — 1132 37102 16000 — ERE 198
15. Kiosksr Bros. 198687 45  — — — 45 B 10000 — 080 060
_ 1987-38 H - - — 31 77 10000,  — 040 048
_ . 1983-8% 3B 0 — — — 38 8751 10000] . — D43 043
16, Madur Coms 198687 153 — — . 153 7984 JOO0O| .— 085 0BS5S
193788 - 87 N — —  §7 18856 100.0% — @51 051
ST 198889 19p -  — — 109 24185 100.00 — D45 045
i7. Premicr Mills 198647 46 @ — — - A6 3ME 100600 — 137 137
: S ieg7E8 65 20— — 12 71 4192 844 — 184 155
1928-39 54 2 — — 17 Tl 569 T - 131 100
15 Rallslnde - 198647 M 00— — — 136 20014 J000Y < — G35 055
. 198788 157 — — 157 UNS 100y 2 — 07 872
WEs-88 170 —  — — PG 28353 10000 — 067 @87
(1 )
’ mxoaths) :
19. Sugeme 1985-87 & - % — 31 3T 183 B125 085 Gis
Industsits 198788 1 — 35 — 55 4509 3Mé 6845 12} Q42
198889 12— 4T — %8 &10s 203 7566 297 0D
m, Immi{iﬂ‘.i 198887 212 e — - 212 27345 1D — 073 078
198788 281 - — ~ 28t 339 1oaod 0 — S 085
122889 286 2 — - — 285 3%940 10i — 012 &7
ez -




Towl - . 198687 273 - 365 430 3519352948 7741 1057 160 077 ,  Frowotonsl Scene in India—

195788 3871 — 367 M4 4952406316 78317 741 122 D85 MediaUse and Users

1988-89 4703 — . 490 756 4943447437 T9.04. 824 133 155

“Fabte 7 : Frequency distribution of companies sccording i total sales promotion ex;mnses as a percentage

of sales
: H)3 compamies ' 20 companies
Range (%)  JeRG$7 198783 198788 1983-89
00} 10 0.50 o . : R R 3 )
05110075 - .o : Hi g -3 4
oMLl : o1 5 3 3
10110 150 _ . 17 12 4 3
1.51 10 2.00 : _ 13 - 19 4 .3
201 10 2,50 - % .6 - —
251 0 3.0 : . . 9 10 o —
3.01 to 3.50 § 3 1 —
3.51 0 4.00 - 1 - —
401 10450 H 1 ' —
4,51 1o 5,00 I .3 — _
5.01 & above e L 9 10 2 2
Total ) - 103 103 % . 20
Table & : Advertisers Expenses (1988-39) .
_ ' (Rs. akhs)
1. Rindustan Lever . ' 70
2. Colgate-Paimclive . .- ’ 40
3. Nirma Chemical Works i : ) 29 .
4. Parle ’ _ 29
5. Cadburys C ’ : 28
4. Central government : S : 26
7. Tomzo . 25
8. Bajaj : - : = 20
9. Glindia C ’ ) . 19
10, Godre; _ R V4 18

Product Specific Advertisement Expenditures | o _ '
Tebles 9 and 10 coacers themselves with proctuct specific expenditure. While Table 9
focuses.itself on broad prodiict categories vis-a-vis the three major oredia vehicles i,
television, periodicals snd dailies in 1988, Tghle 10 pives more spetific information on this
issae providing details of expendiinre op product categories in 1988-85. Following arc very
chvions inferences | : g :
.2) While consumer nondusatles prefes television to periodicals as media vehicles, the
reverse is true for consumer durables, '
W) Vary few corporate ads, seek {elevisicn as media vehicle. For therm, the tme tested
vehicies of print medigm is still the most prefered one. Periodicals and dailies are
" preferable. : . '
¢) Television is the highest adverlisement spender. Textiles are 2 poor sccond. Seaps
contrary. {0 mAny expeaiations come as ealy fifth in the top ten spenders. '
@) The iop snd the lowest spenders in the Lop ten suenders on advertisdment have &
vawning gep of I to 10 times, -~ - :
¢} Consumer products, dornute the ‘top’ tan ciuk of adveriiscment expenditure with snly
ane or two honourable crceptions of indusirisl products. -

Table § : Advertissinesi expenditare vnder Srpad product category )
' ' Tv Ferlodivs Tialtiez

Comssmor durstiles o ' o 165 26 13.6
Congnmer pondurabies 0.5 400 G
Srrvizes o ) 40 120 1y
Cargozats. - _ 6.z 50 a5’
Clesificds : — 45 St ¥
Dihers : Co 120 173 117
Taisi ' : 100.6 1830 0.0

R

Sonrce : The Fconomis Times, Dec. 1988 : :
The Fignies tepresent s products cetegorywise distribution of the imnovinive of cafl medium.

' | 163
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Promational Management Table 10 : Procuct Categories Advertised {1988-29)

Decisions .
(Rs. lakhs)
|. Television 1974
. 2. Texiles 1064
3. Two-Wheelers BR7
4. Cigarelies 419
5. Toilet Soaps 398
6. Airlines 310
7. Fan - 268
8. Watches 238
9. Paints 217
10. Compulters 242

" Sources : The Economic Times, Bec., 1988

Brand Specific Advertisement Expenditures

An interesting picture emerges for all of us when we lock at the advertisement expeaditure
" on certain wollknown brands in 1988-89. Table 11 is self explanatory in this respect where

Nirma detergeni tops the exclusive club of the Ten Top Spenders or advertiscment 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 recent times is provided in Exhibit 2. '

Activity 5 . .
Add at least two brands to the list of innovative package promotion by twoe aew consumer
brands. that you have noticed in the Indian markets. Justify as 10 why you have included

them.

Table §1 : Adverfising Expenditures of Select Brands 1988-89

Expendilure

Brand Advertised (Rs. lakhs)
1. Nirma detergent cake 191
2. Vimal 159
1. Rin 157
4, LIC 124
5. Rasna 109
6. Nirma washing powder . 102
7. Pan Parag ’ . 95
§. Surf 87
9. Palmolive 7
1. Comglan 75

Exhibii 2 : Some | -ading Fxamgles of Package-Promotion in India

Prudent :

First to introduce the concent
Biuey and Colgate also.
Theme : me additional pressure required to extrude the paste *Sofl Squecze’.

of & sofsquecze toothpaste whe in the country. Now followed by Close Up (Minty

Postran : )
Transparent PET botiles for 1 Kg. postaten groundnut oil. Advantages : (1} purity can be seen from outside. (2}

special arrangement on the neck of the bottle ensures ‘steady’ flow of liquid independeit of the volume of liquid
inside. . '
Followed ty Sundrop Sunflower oil. “Buy pure - be sure’

Pon Parag : .
Introduced big-pouches with a ‘zipper’, 50 thal freshness can be relained even after opening the pouch. Can be kept

in the pocket without spilling the contents. Getting guite popular.

T-Series Video Cassettes .

Popular video casseltes are available in cardboard covers. T-Series fias gdme out with|polyethine packs for the
~ packaging of these cassettes. :

Theme : Keeps moisture and dirt awzy.
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Brooke Bond A-1 Tea: )
Wilh laminated polyester packaging 10 refain the freshitess of tea. The packuge has a broad base and van stand on
its own without support. :

KissanJam : : .
Being sld in plastic contziners (resembling ice;cream cups), 200 gm. pack size. {Narmal bottlesize in 500 gm).

Colgate tonthpasie sachet :
To bring tke unit price down for the rural market. Sold at Rs. 1.75 p.

).akme Lavender Talc : .
For the first time came out with counter-10p consumer sample packs.

12.6 ADVERTISING AGENCIES IN INDIA

Advertising agencies is India have kept pace with the expansion of media business and
expenditure on advertising. While in 1939, there were only 14 agencies accredited io the
Indian Newspaper Society (INS), by 1986, their strength has gone up to 383. Table 12
mentions the top 10 agencies in India : :

Tablc 12 ; The Top 10 Agencies in India
Hindustan Thompson Associates (HTA), Bombay
Opgitvy, Bensons Matker Bombay (OBM)
Ciarion Advenising & Marketing, Calcutta
Pressman Advt. & Marketing, Calcutts
Lintas India, Bombay

Rediffusion Advertising, Bombay

Ulka Adverbsing, Bombay

R.K. Swami Advt. Madras

Chaitra Advertisimg, Bombay

Mudra Communications,

Along with the expansion in numerical strength of advertisement agencies in India, there
has been a substantial growth in billing of both sceredited and non-accredited advertisement
agencies in India. The composition of the agencies billing in general and that of the top ien
agencies is profiled in Tables 13 and 14 respectively. . :

Table 13 : The Corﬁpcsilion of Advertising Biliing in India - 1986

Agency ' ~ Amouni Rs. in crores %
1. Aceredited Agencics ) IR6.12 70.68
2. Mop-Accredited Agencics ' 58.19 i4.37
3, Dircol Advertising ' 35.40 0875
4, Sae Government 16.44 (4.80
5 DAVE 350 ) D0.96
6 Railways 1.74 . 043
404.79 100
Source 1 INFA 1987, Publcating, - 5
Table 14 ¢ Ad-Apencics Billing { 1R85}
(Rs. Crores?
1. Linias 413
2. HTA : €60
3. Mudrs 40.0
4. OBM _ ' 344
S. Claricn 22
f. Ewerest ' . BT IAY
7. RK Swuany. 50
8. Contraci : 00
9. Sisia 180
10 Chaitra . - 163

An importast Highlight of ad agencies in India is their affilistion with international agencies.
Exhibit 3 focuses on this aspect with certain jesding ad agencies in India.
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P;rommional Masagemant
Jecisions

Exhibit 3 : Enternationat AZiBation of Indiar Advertkesent Agencies |

Endian Ad. Agencies Forsign Pactaer
® HTA 1. Walter Thompson (WPP- Eroup)
® Clarion ~ D'arcy, Masius, quun & Bowles
& Chaitra - Leo Bergett. ™
& Lintas - Taterpublic’
# Mudra DDB Neegham
* OBM - Opilvy & Mather
# Rediffusion - HDM iVoung & Rubicamy
® RX. Swamy Balten, Bartor, Durstine & Osborne
8 Everest Saatchi & Saawchi
® Trikaya Grey Advertising
~ Activity 6

Choose a partncular advemsmg agency and review us varions advemsemem creations.

Write your ma_]or impressions it 75 words.

Answer

~ My major impressions of th&'(z}ame of the agency) are

12 7 PROMOTIONAL SCENE FOR SERVICE $ND

- FINANCIAL PRODUCTS

: The promaticnal scene in India is so heavily t :lled in favour of products in b th consumer )

and industrial categosies that other emerging areas appear totally outshadowed. The
purpose of thi§ section is to ‘pull two strongly emerging areas of marketing aﬁ tivities i.e.

Service. Products

~ services and Financial products out of thieir traditional neglect and make you aware of their
_current status. The sectons below deal wilh each of them.

As stated earlier, promational scene of service products is both exciting and jpeculiar
because the contoues of the same are vet to settie firmly. There gre inbuiit reservations in
the minds of both marketers and media about the suitability of already-known promotional
method in India and to find a perfect fit between them. Of immediate attention is the issue
of selecting a consumer promotion for a service product. Exhibit 4 provides a chcckhst of

questions in this regard.
Activity 7

Select a service product and apply the guidelines given in E.Khlbl! 4. Give y ur final

recommendations on the same.

1. Ohjectives .

'Exhibit 4 : Criferia for selccing 2 consamer prumolim far a service

® s the promotion cotsistent with overal] brand marketing objectives in gencral and with the overall
objectives of consumer promotions for tie service?

@ ' Is the promotion. versatile, cepable of effectively reaching scveral groups (such both aesy and existing users)
and fulfilling several objectives (such a5 stimulating switching and multipie purchases) u.mulmnwusly"

& Doss the promoiion have eppes] 20 oonsumers. to intermediazies, and to contact personuel?

& Can the promotioa function effi iciently as a national promotion und/or as a local prometion in selection
market-areas? For exan:ples, coupon drops can be arranged in an indivigual market area, but sweepstakes or

contests must ganeeally he nitional.

2. The Service

» s the service & planned or an 1mpuise puzchase? If the latter, dbes the promotion make en impact at the

point of service delivery?
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. Is the prodiict frequently or infrequently pumhnsed" T the promiction offd | réq

-+ slippage will be greater 10-the extent that the product is less frequently

rtj.hased

. Are the characteristics of-the product appropriate. ot this pmmoiwnal approach" Fur example mdwls;ble

3. 1't|eCansumer ; i e
9 Arcurge consumers accusmmed t.o P

. 1'|1e In:e : n'ries . :
How g _mcrememnl efforl IS requlred of: terrnedmnes to suocessfully lmple em the prpmotlon"

~Daes the promation-offer a; dlreci sales beneﬁt to |mermed:ar|ﬁ" Some refund oﬁers, lor exam

seTvices cannol be eoonomu:ally sampled

s accus 1 ihis service? 1f not; might
asanappmpnate - .

Does the pmmouon reduce peroewed purchase rﬁk"
Aze'thé term 'of the pmmmmn s;mpte and easy 10 umierstand?

Does the promutlon offer 2 1mmednatc or delayed reward to the consumer?

‘Huw Vh consumer effcﬂ is mqul ed_w lakc udvanlage of r.he pmmouonal nﬁer"

ple. éi:_he'r"' '

- ‘reguire proof of purchase fora secongd related item o nﬂ'er a refund in¢ he i'orm of E) cemﬁcatc towards

. -Cnmpehtioll .

. Cost Ei’fectiveness
.

Arc competitive products carfently u's'ing:t_his'-pmmouo'q-mchnique?.- ot

How rapidly can:a nqmpﬁmr.__rcspond.w_i_gh a sisniliar of supérior promaotion?

What is the maxlmum expecied hahahly fox !he pmmulmﬂ"

Can the terms of Lhe promotional ol'fer be des:gned fo- minimize liability: For ekamplc the numbcr of

. purchase ptoofs tequlred fora re[und oifer €an be mcreased such ﬂm shppage increases and aclual costs

o décrease

; {such 28 mnpon brokers) such |lm forecast oosﬁ may be greatly emeded. :

W:Il the pmmouon ne up manufncturer eep:m! for examplc m' b i

. lntegraﬁon
Can the ptomouon be mtegratod eas:ly

How wcll can cm-ts for the pmmotwm be fnrccast" I it vulnerable i the dctivitiss oE mi hoc mtermed:anes

ry al premmm merchandm"

Are the expenses for the promotmn incurred on 2 pny as-young (couponi'hg) ol :nvestmem (sweepstakes)
bases? : .

N tms promutmn \rulm:rable to wssle and abuse ﬁ:mqgh suci- actwllm are: pllieragc and mlsredempuon'?

offer more 'thaﬁ once"

rith other eiemenls of [,he oommumcauon mu, mcludmg
advertising, personal scllmg. and pomt-of—sale dlsplays'? RS

Can the promolion mmfurc: the service advertising theme and contribution o franchnse huﬂdmg‘? £

Can the promotion be mlegrated with Gither promoumal dctivities to-créate a dramatic event? For exampie,

.4 sweepsmkﬁ is.often used as w overlay,fod, refnnd andfor wupon ol'fet

Does mmngement 1he

9. Messnrement - .
- What measures are avulnble to gauge respnnse 10 :he promuuon and how vulmblc are they‘? For example,

lsponsnnng brand? -

‘Can the’ promouon be used eas:ly in-line promouons mvolymg several services as well as, 1|1 smgle servn:c
’ 'prnmouons? P N N .

Is the pmmatmn part of & successful maxketmg tradxmn for th:s semce cetegory"‘

‘8 Inplemenmﬁnn <
P
-+ promotion. "

How'much mcrememal eﬂorl m reqmred oi-mamgement and Lbe stlesfq_me 0 suuqessfu_ﬂy implement the

Does the salesforce expec: the promotion to facilitate its selling task?

To whnl emm an. Ahe’ semoee of numde agencies required to mplement the promonon'?

: uﬂling of delwcnng fhe oﬁer‘?

Does manngement ha\- prmr expencnoe wnh this type of promm:ons"

How much Jead time is required for imple egmp:m?__ -

docs the number of e

5 m 2 sweepsm:es mdtme "te rellnve degree of pesmve unpnct on; the

multipe purchasss, - -

hey perceive .

Prolnutlom!lScenem ni |a--' '
© Media Use nnd Usérs .




Promotional Management ®  Can the impact be inexpensively measured and compared to the impact of 61_her promations both of the
Decisions same and of different types? :

® s response concentrated in a short time period after the promotion i launched, or are there significant lag
effects which may reduce the accuracy and increase the expense of measurement” i
10 Legat ' N
® Are there legal constrainis on the design andt use of this type of promotion?
~# Can this type of promotion be irhplcmented nationally. ot are there local laws which requize adaptation of

the oifer in zach state?

Source : “Consumer Promotion in Service Marketing” : C.H, Loveloek 2nd J.A& Quelch in Butiness Horizons,
May/ June 1983

Financial Advertising
Since 1985-86 a new era of financial advertising has emerged in India, something that was
seldom seen before, This is however inexiricably linked to a new cuiture of saving and
investment Deing witnessed these days. The culture was nurtured by & virfwous-circle of

_ higher savings fuelled by newer avenues of investment and reinforced by beiter returns. The
- year 1985-86 was a watershed year where shares and debentnres market experienced a

|

|

boom. The progress slowed down with world recession and the stock market crash in 1987
worldwide, However, the recovery was swift and strong and the years 1988 and 198% will
go down i the history of corporate investment as the best years, in which several major
issues of shares and debentures, were announced and subscribed io by the cager investors.

Financial advettising refers to the advertisements of “financial instruments such as shares,
dehentures, bonds, bank deposits, saving schemes, units, muteal funds ete”

In many ways, financial advertising is akin o consunser advertising. Financial instruments
arc similar to consunter products, although engage higher cuslomer involvement,
commitment and risk. Thus, all marketing mix elements are of as wuch significance in
financial products as they are in consumer products.

' Two differences, however, are notable in comparing {inancial advertsing wilh consumer
: : advertising. Firstly, financial advertising is “onc 1ime’ i.¢., reiated to a particylar event.
Vhereafter, it is forpotten. Consumer advertising on the other hand is continual in nature.
Secondly; the arget audience in financial advertising is more ‘limited” and ‘identifiable’ than
in consumer advertising. Thus, media choice is mare precise in financial adverising.

Financial advertising i ditferent from corporale advertising wo. While the former i
primarily to persuade the existing and potential investors 1o the finarcial products, the latier
deals with the 1ask of building corporate-image of the advertiser. Usually, financial
| advertising is preceded by. corporate advertising. S0 if a Larsen and Toubro mega

debentures issue is 10 be sold, L & T would usually start with describing all that the
compazy had been doing and accomplishing and planning for the future. Then in the
suhsequent advertising, it will issue delails of Lhe debenture issuc like the ampunt 10 be

. raiscd, the conversion terms, future profitability and énvestors beaclity,

Following arc some major features of financial advertising in India.

a) There are now scveral ad agencies in [ndia which deal exclusively with firancial
advertising. The first of the financial adveitising agencies the Pressmen was estabkished
in 1964 — about 25 years ago. Besides Pressmen now, there are Sobhugya Advl.
Service, Clea Advl., Cencept Advertising e1c., exclusively dealing with marketing of
financial producis.

t) The financial ad uiising aceounts for less than 10% of the totat advertising. Thus, i the
advertising indusiry is worth Rs. 1,000 crores today, financial advertising’s share 38 less
than Rs. 160 croes.

£) The growth of fisancial advertising; as is natural, 15 linked (o growth of capital markets.
Thus, in 1985-86 1he first capital mariket boom, Rs. 8i4.6 crores were riised. In 1987-
B8 the figure is simost Rs. 5,000 crores. Futuse indscations too auger well for the
capital markets.

d) Financial advertisitig is not rated as par Wilu o sasumer advertising oa ‘creativity’. This
criticism is nevertlizless not very serious because financial advertising is about products
marked by ‘seriousn¢ s’ and ‘facts.” Soa no-frills advertising in financial matters is as
atteactive as 40 emotional appeal in consumer products. '

1h&




¢) Many comipanics have begun branding the financial producis. For instance, ‘Reliance -
- Khazana’. Deepak ‘Mahadhan’, Appolo tyres - Swarna ganga. Such brandings had
however been limited to mega-capital issues only, - : -

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 severzl 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 1o search unfailingly new advertisers and companies. Therg is no
‘durable’ relationship between the client and the advertiser. This affects fnvolvement of
agencies in financial products, unlike 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 ‘seasonal’ than ‘regular’ for agencies dealing in
financial advertising. S :

Activity 8 R .
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 prbdﬁcts in India (exam;ilc : Reliance :
Khazana) B -

Brand ! ........ ........ (Cohipany ........

Brand2 ............... PP . {(Company ......... peteenan
Brand3 ............ reereeaeaeas L (Company ..-cceasaanenas Cremiearaen
Brand 4 ... vviiiiiiiiinie e (Company ....... Cierer e
Brand 3 . ....oeeiiviiiniis seieeeios (Company ,..... e iv e

Brand 6 ......coiniiiunnn e (Company ......coeenrraareenniiiiin

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 still 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 and
realignment in advertisement agencies. Advertisements will be far more slick . ad budget
wilkonly rise for advertising. The question may then be asked will con.itmers (00 geta -
better deal only time can telt, :

129 SUMMARY -

Promotional scene in India is undergning a turbulent high growth period, with most

. advertisers waking upto the need for advertising and promotions, to 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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romotional Magagement | . growing outlny on promotional expenditures may bear tastimony to 2 gradual shift from the

ecdelons © L L0 Seiler’s market 10 3 buyer's market. It has interesting implications imterested groups like
media and advénising agencies. This unit provides 2 scenatio of the promottongl - - -
-expenditures, allocation of these expenditures mediawise and the agency pilling. . ...
Industrywise and productwise expeaditure trends bave Also heen discussed. Fimally,
promotional dévelopment in the field of services and finasicial advertising have bsen

12,10 SELF-ASSESSMENT QUESTIONE .. . .. -
17 Review the media use in India from your perspectivé :a-a:ﬂd bnng o at least three”
highlights: - - o e I I
) Why has there heen S0 much vasiation in media use betwien ndustry calegories and
~_ also, within each category itself? How does it'affect the Indian ponsumers?) -
3y-Docs it hely Indian ad agencies. to have a foreign partner? if Iy';e_s'; in what ¥ ay;?'
&) Describe example one cach of good media ise in respoct df service and finpacial -
products. Justify your choice by explaining their special features.. .. i




IJNiT 13 MARKETENG COMMUNE&ATEON
?R@CE.SS

Afier having gone throngh this unit, you will be able to
@ Explain the coscept and role of marketing omnmumcatxon
@ Dscribe the marketing communication prooess, LT
e Discuss some sources of misunderstanding in comsmunication progess; and -
. # Comment upon the role of the various. promations! elements i a marl-.eun;p
cominunication programme.

Structure

13.1  Introduction . .. -
13.2 The Role of %&rkmng Commumnauan

i3.3 Concept of Macieting Communication -

134 - The Qocurrance of Marketing Communicaticd -

135 The Sources of Misunderstanding o Communication
136 Elements of the Promotion Mix. .
137 (,unclu,w:, Tt

138 Suinmary-

139 Key Words :
13,15 Project Queshion "~ 7
13.11 Sélf-assessment Quéstions: -
31z Furiner Readings:- ©

131 mmopugﬁm_; E—

Ir: earbier units, it kas been nade abundanily clear ihat o only through integrated efforts, can a
markeier hope 1 succesd with respect (o bis marketing offering ‘whethier in the form of

© product-or service. Marketing Cgm'm.mcat o is a subset of these um:gramd m.arkctmg ghorts

that rreris our atleniion.

Howew., -narkrsmg eommuniGation posas 4 ﬂpecmi chal;eﬁge 1o the marketing strategists for

SO UNHEIE TERSORS. Firstly, i i3 the most visible clue pext to the product itself, of marketexs”

intentions and COMMITmEn! 10 CORSMILETS, Secondly, it receives 2 relatively ciuser ﬂcruzmy
from the policy-Taakess snd ottier consgmar-inieresi’ groups. Thirdly, there bas becn 2
significant changs & viewing marketing cominunicgtion, For 4 very long time, it had heen
seen 25 if promotions frmed the only communication-bridge between a company anl iz
huyers. This Hmi od view of marketing comum upication is paw heing | replaced with a puore

correct and wider proposilios that marketing comrapdication travels beyond pruﬂ-{wm. h'

its linkage with buyers, it en0OMPRSSLS everyihing inchuding product, packaging and
distribution chamnels; and forms as @ va&m pa,rt of ﬁvua!l marLeLsng P?forth 10 wardf bu yer»
and aiso the mher seetions of sociey.

Ip the following SetioRs, ihera&eze ou. cn@*_.g{a%oﬁi‘_ wsli be to develop the emerging orieniztion -

oi magkannd wmmam:aucm

H.,Z THE E&@LE GI* MAR%E’TQ‘EN% CGMMUN?QA‘I EGN

Tawie d ymvides & si&'zcn sEion of tbf; f@%@ of markeﬁmg mmmumcatmn Fm‘ g desper

ynderstsnding i can bs dmgﬁad in dyaus of ﬂmrket{:r-bu\!er marketcr-mm*kei and no:ﬂ:mﬁt_ ]

andd soial pnggnmm
71



Promnnonal Mamagement
Decisions-

_® Explains where goods and services can be purchased

" Closes transactions -

. @ Persuade t_he_actual_ and potential buyers for the marketef‘s offering‘s_.

Table § : The Valu of Marketing Communication
Marketing Communication or Promotion . '

» 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 enthusiasm from channel members - .

® Establishes an image, such as prestige, discount or inntovative, for the company and irs goods and sem'qw ’

# Convinces consamars 1o tade up from orie gond or service 10 & Mose Expensive one
® Alerts consumers to sales ; :
& Justifies prices of goods and services
& Answers consumer goestions

& Provides after sale sesvices for consumers
® Places the company and ils goods and services in a favourable light relative'to competitoss

Source { J.R. Evans & B. Berman (198?.} “Marketing™ 3rd ed. Macmillan Poblishing & Co. p. 409

Communication in Mﬁtke(er-lluyer Dyad

Marketing Communicﬁtidn hds a variety of roles ta play. To begin with, it br ngs the

 marketer and consumers closer to cach other in their desire ta achieve their respective goals.

Thus, a marketing-company has such goals ds profitability, corporate credibil ty and market
leadership. Similarly, donsumers too kave,such goals as better conswnption, staying
informed on new buying alternatives, and a desire for a better quality of life. Examining
these goals together, o:\e finds a degree of conmimonality—the need satisfactio through
mutwal efforts. Thus, a product offers the first common vehicle for satisfying these goal
expectations of both marketer and consumers. Consumers buy the product because it is a -
bundle of need satisfying attributes: Marketers bring out the product becavse it is the only

" way they can achieve firm's goals.

The role of mari(eting communication then is to share ihe meaning of ihe firm’s lc_)tfil'
product offering with its consumers'in such a way as to help consumers attain. their goals
and at the same time move the firm closer to its owan goals. Figure 1 illustrates this linkaee,

Fugure 1: The Role of Marketing Comml.:mica!im

Marketing goals . o : : guyers godls:
Fmanc.lal &:- 1 Macketing o _ bservable &
Non-Finaecial L ' Unobservable
—_— —— — —— = ——.Communication — _ __ __ _ _ _ —
Perceived '
Total Product -
" Offering

Besides goals compatibility, marketing communication seeks to -
® Inform; . - i
® Remind; and

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 if have
taken buyers.to become aware of the functional utility of pressure-cookers had it not been
communicated by marketers, Similarly, most consumers woilld also welcome ofcasional
reminders about products they are already fimiliar with. Thus, even if most buyers of
‘Milkmaid® are familiar-with its compatibility with creative food preparation, i buyers may

‘still like to receive a reminder and even new recipe suggestions from it. The persuasive

element of communication has, however, been & 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 2nd service whic they may
not need. Usually emotional appeals in Gommunication are singled out for their cynicism. -
Thus, many would consider the recent media blitz of ONIDA-21 colour television and its
appesl ‘Neighbours Envy : Owners Pride’ as a persnasive piece of marketing
comimunication. ' - - s A
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Activity 1. S : -

Identify three instances of television commercials which seek 1o inform, remind ana - '
persuade 1ts buyers: '

Answer

¢ Informaiion Category: | Fars ) oo 111+ R {name of the TV comniercial) as
informative communicaiion because it se6KS 10 ..o inennn s e
& Reminder Category: Lconsider ............... e {rame of the TV commercial)
as reminder communication becanse it seeks 1o ... v e

@ Parsuasive Category: I consider ...

as persuasive communication because it seeRS10 . Loeieueinnn D PR

Communication in Marketer-Murket Dyad

Not all marketing communication is direcled Lowards ultimate buyers alone. Many are
addressed (o other manufacturers and institution, some (© the intermediaries who engage m
resale operations and some 0 opinion-ieaders who are i 2 position to recommend the
sroduct, Each of them tequires a different message. Thus, while a consumer may be
impressed by the loak of particaiar brand of pon-breakable synthetic cooking wires,
dealers may need (o krow the margins avaiiable, its quatity and attraction over the
competing brands. The examples will include the regniar publication newsletiers (o teachers
from publishing houses fos hook purchase aud recommendation, The advertisements
inviting dealers/distributors for various product hike TV, fridge etc. is another example of
husingss (o business comrpunication.

Communicaiion in Moo-profit/ Social Organisation

Finally, communication is vital io non-profit organisations and social institutions tow, Thus,
the Help Age India of Delhi, and the Times of India Foundation for Eye Bank would look
forward to marketing commugication with the same expectation as would probably the
Froctor & Gamble and The Hindustan Bever, The anti-drugs campaign aad the family

planning & welfare message at the TV prime time are handy illustration of the-value of
markeiing communication in Non-profit and social organisations.

133 CONCEPT OF MARKETING COMMUNICATION

Marketing communication can be conceptuaiized at hoth macro and micro lovels, Broadiy
cofining, “marketing communication is the continuing dialoguc betweer buys:s and sellers.
in & market plage” Thus, to a0 average reader ang observer of indian marketing, everything
that marketers do to aileact biyess and help them satisfy their necds, is marketing
communication. b shovld be noted here that although the definition is the macro view of
cummumication, it etnphosives & dialogue and nota ‘monclogus’ between seliers and buyers,
The emergeace af varioos consumer groups has been heipful in this respect. The opening af
certain telephone Lines by the major nationalized barks for listening CustOMmEr grievances is
& recognition of this facet of marketing comEnanication.

Locking, however, from masketsos perspective, the marketing communication is “the
pracess of presenting an integraied set of sumuli 4o a target with the intent of evoking a
desteed set of responses within that tasget market 4nd setting up ¢ hannels to recetve,
interpzst sed acl wpon messages and identifying new communication opportunities.”

The defigition is quite mievant 10 an individus firm. Tt recognizes that the firm js both a
seader and a raceiver of market-related messages. As a sender it first approaches CLSIOIIers
1o Buy irs products/beands in a compelilive goviromment. As & receiver, it s2eks to attune-
fiself Lo its target marke: {n order 1o reakign ifs messapes; 1 adapl messages Lo its changing
markesig conditions, and 10 spot new communication opportunities. The fire must be a
sonsitive receiver of warket's needs if it is 10 servive and grow. i
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_ Promotional Magem_l

' Actlv:ty

" and which Wl“ help it lo review its scmoes

_Answer : e . e . .
1 will recommend the followmg WO ways m wluch such commumca on ma.y _Bé '

_ by the [nduan Anrlmes Melhod 1:

: 13 4 THE OCCURRENCE OF MARKETING-

commumcauon hke ali forms of ocmmumcanon oc;curs
’ a :nessage" II |s sumiar o the f unctzonmg ofa. telephonc

- These elements are _161"

Suggesi at least two ways in which Indum Anrlmes may receive mmsages fmm air trave!lers

COMMUNICATION

. Feedback | -

Meditim of trafsmission -

e, ERCIEE

- '_-'.-'-”_Mé'ssage}'_ .

)" Decoding

. .:..._Mgs-sage' Ll

Reéceiver

the sdui'ce';the

’ The basnc elemems
. ongmator of the™
‘medium of transmi

. together by a prooess ‘which includes—-‘e;
message is-put in an v erstandable format by the source’ ‘and decoding.
retranslating the message into i derst:mdahle terms by the receiver. The fedback is-an-.
indication of understanding hy t 'messagc receiver (0 the message-source; Flguch
showsa more mmprelwnmve plclure of commumcaﬂon as it occurs "

A




Activity 3

- \Iarkelmg Commumcan-' '
Engage.a local store owner/sales person ina conversanon w1th rmpect o your lntennon to S e
buy something rrom him. Narrate in thls context the commumcauon as n occurred i
" Answer.: .
. 'd.l‘”i.g_ur.t.‘: 3 Marketing Communication Process
D . Marketing feedback
dentification - Ve e o
af existing market | . - - - ]
apportunities - o ! Company
Information - - L ! Resources |
about Product . Managerial . ] : %
opportunities qskms ] 6 |
. - Ti_me s ]
- [ S : i Compan_y_l_mage .
‘Company goals |
policies etc. - Transmission Modwle (41 -
I N\ -~ ————————n |,
Desired consumer - i ddqa) |
[ responses, b L e -
Awareness, - (3) - .| .Product - e : I
Desice, 0 1T L packing, | am. |
Purchase ' .| | Pricing . g - — o
Loyality o - Place > - Total Product, : Trarsmissionte . | - | -
_Favnurablewoﬂl | Priamu‘l_iun" ) . offering- - [ - '.,-ham]t_ﬁs_ o |-
of month . l and other A R SRR - i
sction " U S : T ,
| - o
R » et Bt
: B ._ o . . © - o _ Chaceel | - . _' : N i
8 . - - Receplors: (6_} S N
Cumm_unicilntion ) |' - ‘i{’i —'.'- — '—.' —_ e "'l
Attitade - . q R i -
Knowledge - Mumilqn : _’ _ T Message -
“Social cultural system - 1 |.. Fiter l Decode J I Perceplion !
Needs . ' — : i
Other receiver traits L __T(a_'_ e 7_(_”__ o l(l:}_ o
Reception Module (7)
- - | Macket feedtnckc ]

Adlpled {rom M W, DeLom:——Tlne Markeung Commumcanon Process, McGraw Hl“ 1976 p. 171 o ) o
' Explanmon of Frgure 3 o

The model of communication process, as represented by Figure 3is: _
* ® a description of the’ process. It does not intend to predict communication occurrence.

® _based on both markeser dommated or emrlronmemal stimufi that trigger ol‘f lhe nrocess
of oommumcanon S

Is the model the first category of stlrm.h is represented by the existing opportumues and/or
" information about the opportunities (box 1). These stimuli activate the firm's response by -
way of designing appropriate goals policies strategies and tactics (box 2). The policies etc.,
then act as stimuli to accompiish desired consumer response beginning with creating an
awareness through to obtaining a positive word of mouth (box 3). Simultaneously, !hﬁe_ L
policies (box 2) create a transmission module (box 4). The transmission module starts off ~
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Promotional Management
Decisions

with such marketer-dominated stimuli as product, pricing, distribution, packaging,
promodtion 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 total offering thus travels through
varied and often complex channels. The chanzels could be an advertising agency, Radio,
Television, Newspaper and magazines etc. These transmission channels can fransmit 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 filtering of message
(box 7a) is dependent upon communication skills of message receivers (box 8). The box
7(c) indicalesshow messages have heen perceived by target-teceivers. This indication &5
given in the form of feedback, which travels back right through 1o the company’s perception
of existing and potential market opportunities and through 1o the transmission module {box

" 4) to turn the circle full.

It should be cautioned that the model may suffer from an over-simplification of the process,
Further, there may be many hidden shags in proceeding {rom & siage 0 an0 ber. However,
the model should be usefu! in understanding the process at a general level, | '

135 THE SOURCES OF MISUNDERSTANDING IN
" COMMUNICATION -

As cautioned'before in elaborating the model of communication process, there are several
real and potential sources of misunderstanding that may thwart the process of marketing
communication. These sources are lisied below : :

Source Effect : The sousce effect refers to the effect caused by reputation of the source of
communication itself. The source effect can both impede the speed and acctjracy of message
feception (if the source was unfavourable reputation) and accelerate it if it i preceded by a
good reputationr. Thus, a company known for its poor quality products in tl:}z past, will have
to work harder for gaining consumer reccption for its subsequent efforts in. roducizg
quality goods and better services. While a manufacturer/marketertof good product or
oreative advertisement will receive quicker understanding of consumers for its subsequent

" product and advertisements,

Muliple Transmitters - [n marketing communications, several channels arc to be used for
message transmission. Thus, 4 marketer of television may use dealers as well as advertising
and point of purchase publicity to communicate about its brand. All these channels have -
their unidue transmission characteristics. A dealer may use more body language; an
advertisement 2 sleek and emotional word power; and POPs attractive colours, The
interpretation of each is bound to be veried and may affect the communication.

Decoding Errors : Many misunderstandings arisc because of the tendency i receivers for

selective perceptioﬁ and interpretation. The classic example of this phenomenon is again the
ONIDA television. The snag accurs more often when the message is unusual, shocking and-
substantiaily different from (he current ones. ; '

Communicat @ Neise ; ‘Noise' represents an interference in marketing communication

that is either de ibesately or accidentaily intraducéd and which. blocks or distorts
transmission. The noise could originate from the message itself (internal noise) either in the
form of unknown words or any other stimuli, The communication could suffer from
‘external noise’ (TV commercials in & busy restaurant). The competitors codid also
introduce “noise” by having similar messages or providing counter-zrguments. Liril of HLL
and Godrei's Linne are the recent example of £ommunication noisc. :

Inadequaie Feedback : The final misundersianding iz comumunication may arise due to
poor feedback given to the sender. This may affect the quality of subsequent marketing
communication. No wonder, therefore, many marketing communicators spend lakhs of
rupees to establish and monitor their feedback system.




. Answer : s - S S T . Merketing Communication
~1did face communication mlsunderstandmg in the ... PA— ' . Process..
(name of advt.) and i would atlnbute it to the following :. - o : :

a) Sburoe Effect ' = Yes/No
b} Multiple Transmitters - . . — .. Yes/No
¢) Decoding Errors . . - —  Yes/No
d)} Noise : - — - Yes/No
e) Inadequate Feedback : “—  Yes/No.

- Tt was because

13, 6 ELEMENTS OF THE PROMOTION MIX

Marketmg communication (promotlon) cornpnses several clements. Flgl.ll'e 4 represents the
configuration : . .

Figure 4 : Elements of the Promation Mix

Promglion

Advertising Personal Selling " Publicity Sales Promotion Packaging

Given below is the description of each of these elements : ‘ .
Advertising : The American Marketing Association defines advertising as: “any paid form
_of non-personat presentation and promotion of ideas, goods or services by an identified
sponsor.” The key words are ‘non-personal’ and *paid by an identified sponsor’. Thos, in an -
advertisement, instead of communicating with customers face-10-face companies that
- adventise, ordinarily use a mass medium, television, newspapers, radio, hoardmgs etc. These
messages, when they appear, identify clearly who has paid for them.

The cost of adveru.smg may appear very high, when 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 cffective, advertising often attracts customers for its creativity, Many
children and housewives in India are reported-to have gnjoyed more the TV Commercnals
preceding the programmes than the programmes themselves. -

The ultimate benefit of advertising lies in the fact that it allows perfect reproduction of 1he
desured message and thus, enjoys the maximum degree of control over the message.

-

Pubhclty 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 : Promotlcmal Strategy, Homewood R.D. Erwin, 1971

P 3). _
Table 2 summarise the diffe_renc&s beween advenising and publicity.

" Table 2 : Advertising Vs Pubbicity

- §1.No. | Adverising _ | Publicity
L Paid form o Non-Paid form
2 Product related message Public welfare related message
3. Less credible . More credible
4. More subjective More objective
5. Maximum control over the . . | Littie control over the message
message :
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‘Promotional Mlmgemni The objective of publicity are much the same 25 that of aﬂ.uemsmg and corasunication. in
Decislons general, it increases consumer awareness of a conapany, its pmdu'! particularly new &
innovative producis—and marketing pracﬂm A company cap a&sﬁ plan publicity to derive

its-advantages.

Acliv_éiy 5

Choeose a product/service and search for two marketing communications—aone each in the

category of advertisement and publicity. Compare the two aad write down

characteristics.

Answer

heiv

a) Product category chosen ... ..

) Adﬁerli'sémem Medivm chosen

. ¢y Publizity Mjcdit{rn chqsen

d} Characteristics of ©

(1} Advertisement

(1l Fublicity

Personal Selling : Unlike advertising, personai selling involves a ope-to-ong relationship
with a customer. It is ‘the oral presentasion of 2 tangible dud intangible pro fuct by a selier

to a prospect for the purpose of completing an exchange’.

The apparent-benefit of personal setlivg is that it allows salespersons to ju
cusiomeys to their sales presentations and thus, gives an oppoTtunity to var
better understanding. 11 is, however, expensive as compared to &dvertasmg

the message for
nd ciher msany

gs the reaction of

of marketing communicaticn, It is generally believed that it is not particuiatly suited to the

mass-distributed consumer ‘producis,

<

. Saleg Pmmamm : Sales promotion includes a wide variety of tools and, thius, has been _

definad in several different ways. Perhags, one of the better definition of sa

ES PromMOotion s

“g direel inducement which offers an extra value and incentive for the product to the -+

-salesforce, distributors, or the ultimaté consumess”™ (J.F. Luich & W.L. Zie
Promotion’ and Modern Merchandising, MY McGraw Hill, 1258, p.4).

Sales promotion methods ase useful means of stimuiating a guick and imm

jer ‘Bales

zdiate response

from consumers. Coupons, music casseties, free products and free demonstrations and just a

few exampics of many forms that sales promotion may take.

Packagmg Packaging has become incrcasmgiy lmpoiiam a5 a promotiong! tool. Especiatly
in conswmer umdum tmarkesers Rave discovered the value of packaging ag.a fascinaiing
pommunication in India, with the introduction of new packaging lechnology The markets

are almosi revolutionalized. The polypacking is one illusiration of this tren
have gone 1o the extent of designing their communication message around
inrovative packaging (Daldz Refined Cik; Cosmetic and Sanilary products,

1. Marketers -
new and
Pan Masala

etcl. The value of packaging lies not merely in protecting the product but in retaining asd -

promoting the product. Service industry too has begun 1o use packaging as

Activiy 6

Identify one isiance of pa- .ging as a dominant elereent oL narKeting Lo

Describs ks commumication process.

Answer

T witl ChODSE e e

2 PrOTAOLDN,

T aLInn.




137 CONCLUSION I L -

To sgm up, marketing communication is an iusgrat part of-a raarketing stretegy and
oftzr, forms a very significant linkage betwesn the firm and the market. This aiso
copstitutes as the most visible commitment of the fizm to its purpose i.e, satisfying the
needs of actual and polential customers. - : o

133 SUMMARY

The unii focuses on marketing communication as an integral part of marketing straiegy.
Markating communication is a continaing dialogue between marketers and buyers with 2
view to inforn, remind and persuade the latter to buy the product. Furiher, it has been -
suggested that marketing communications are not restricted to products alone, They address
to Uife market & 2 whole and equally to non-profit making organizations. An integrated
madet of marketing communication is presented, witich is followed by the sources kikely 10
cause misnadersianding, The unit concludes with a hrief description of advertising,
pubticity, sales promotions, personal seiling and packaging as the mujor elements of
markguing COMMURICAtON. :

139 KEY WORDS

Marketer-Buyer Idyad - The exchange reiationships petween the firm and its buvers
intezact. . : '
Murheter-Market Dyad : The exchange relationships between the firm and ils competing
firms, ciher institutions, middiemen sic. :
Merkeling Communication : A continuing disiogue Hetween the firm and its target
audienice in a market. _
Advertlsernent : A non-persona! way of promoting a product which is paid for by an
identifiec sponsor, : N ' _
Publicity : A way of informing abowt any market‘mg_;i‘ia.n/-pm:tice'nf 2 company by mass
media which is not sponsored.
Parsenal Selling : Th Tace-to-face presentation by 4 company’s sales foroe about its
product eic. : :
. Packaging : The form in which product i3 soled/boughi in the markst.
Sules Promotion : The incentives 1 encourage quick adoption of a prodac,
Coding {g¢ Decoding}: The proces in which messages sre formatied (or retranslated) in
understandably e1ms. :

13,38 PROJECT GUESTIONS

& ABC is 5 eading Bank of America, and has peon yecently allowed to operate in the oo
metropolitas cities of indta. The Reserve Bank of India has permitied the bank o
promoie Beelf at par with the olher national baaks. Assume that yous job is to desigs the
marketoy commuaication Srogiemse arnsuncing the opering of the Bank and
eperations of iis aclivites. Prosend an appropriste phm for the same, You may make
roocssary assutnyptions and stee-them cheasly. )

& Based on .Na. i, draft lotes’s) that the chisf exrzoutive (operaticns) of the ABC Rank
wouk! welie io R poigniial rstomers. .

1341 SHLEASSESSMINT QUESTIONS

ks

1y How dogs prameicn ditler fom war ing comumnination? Why is it advisable 10
view marksting somunnication beyond boyer alone?




: m-munm - 2) Discuss the ways in which promotional mix for a refrigerator would differ from the -
Dectsioms . promotional mix of a toothpaste.

3) Evaluate the marketing commuonications model shown in Figure 9.3. Describe its utility '
. to marketers, ' :

4) What audience 'attrib_um should be considered in using ] chamnel of communication?
How far-psychographics will be superior 1o demographics in the process?
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UNIT 14 PLANNING, MANAGING AND
| EVALUATING PROMOTIONAL
STRATEGY

Ohjectives ,

A careful study of the unit should enable yoitto:

& defend the concept of promotional stratcgy;

@ explain the planming process of promotiona] straiegy; _

® help manage proieotional sirategy and allocaie desired funds to the process;
¢ cvaluate the resulis of the promotionsl strategy, and

® draw Jessons for applying the same to your organisation. -

Structure

14.1 Introduction

‘14,2 The Concept of Promotional Strategy and Taciics
14.3 A Planoing Framework of Promotional Strategy

'14.4 Decision Sequence Analysis for Promotional Planning
14,5 Summary :

14.6 Self-asscssment Questions

14.7 Further Readings

14.1 INTROﬁ}UCTION :

- This uni: picks up the thread of discussion from the Lnit 9 concerning the framework of
marketing communication process. It has beer observed in practice that firms have to
manage more complex communicalion process than the lilerature might suggest. A wide
range of communication tools and procedures are available to 2 firm to communicate with
its targei markets. It is therefore, imperative that they are well coordinated, Else, the
communication process may aet work to the fullest advantage of the firm, In fact, the .
finaiicial and non-financiai resources sunk in any marketing conimunication programme arc
just too heavy to afford any misivdgement in promotional planning. The need of giving a
strategic orientation to the promotional efforts can hardiy be over-emphasized.

A managerial perspective or a decision-making approach to promotion cfforts is the ‘central
concern of this unit. It seeks . cover the entire gamut of designing, managing and
evaluating appropriate promotion strategies for a marketing firm.

142 THE CONCEPT OF PROMOTIONAL STRATEGY
AND TACTICS R |

The stralegic origatation to rremotional activities s & sine-qua-non t© a firm with a desiee
to survive and profit in a highly compeziiive marketing covironment. The orientation
provides it with an orderly plan for puttiog marketing resources and for exploitiny markei
- epoortunities. Tt is a desgn that guides promotional activitizs for 2 long period. ’

Though the term strategy has been treaizd 0 numerous definitions and conceptualizations,
we would 2l back on such defipitions as are simple to understand and casy o
operationalize in the context of promotional efforts, Given below are the two defipitions of
strategy: ) )

& “The ut of distribuiing and applying business means fo fuili the end of policy™ _
(Source : B.H. Liddele Hart, Sivaicgy : 2ad ed, NY, FA. Prasger, Inc 1957, p. 335).
& “The 21t and science of adapting and coordinating resources 10 the attaimmient of an

obieptive” (Source : 1T, Koflar, R Blackwell and James F Hobeson : “Swrategic
Marketing” WY, Hoit Rincheart and Winsten lne, 1972, p. 14). .

. From sxamining these descriptions of straiegy, it is ¢lear that strategy is the way of
achisving the "ends’ or "okjeciives” of & firm often termed as the corporate missien, jtiss
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pmmﬂiw.

tohg term vision of what the busizess i is or ig striving 10 be. It teflects on th
and ‘self-ideal’ image. When translated in the context of promotion efforts jt will denoie’
a long range view of what promotion will be and what it slmuld be, : :

trm’s ‘st

nt may be appropriate here 1o recall the proposition bmit in Umt 14 that mPrkeung
- communication and promotlonai objecuves stem out of the corporate objectives and
_ marketing objecnves Flgure 1 examines thts relal::onshnp quite elegantly :

' I-‘Igun l Linkms Be!m ?mmolloml Mnr&eﬁng asd Comorate Sirategy .

I'be_Firm

| Corporate Mission Objectives |

" Matheting Objectives and Strategy

r " Pramational Activlies _|

- ~ Tuctical planning
.[ © . Consumer/Public _l o C

Aetwlty l

Marketing Communications Objectives and Sirategy - - ] |

"~ Corporste Strtegic plecivg

FuncrionallStrategic planning

% operations

Examine closely Figurel and state whal ¢ould be the most approprizle cor

manufactunng and marketmg solar heaters in India.

Answer ) : ‘ i
[ts(a)corporalemlssmnshould BE wiiiiiieiiineaaas

................................................................................

Ne e iearermsrEaarnr et il iaear s i ia et et et e rae s

porate -

. mission markeling objactwe(s) and ptomononal objectives for a Lompdny engaged in-

BRI

- In-many leadilig texts oin’ ptomoliohal sh'afegy; the term, ‘tactics’ is also used. Tactics a're the
~ ways for strategy appllmtlon and involve a ‘deployment of resources with a view to '

implement smtegy objectwe This will be amply clear by an iltustration of two marketmg
firms—<alled A and B. Supposing that firm A has formulated a strategy of offering

. connnuomly new products in the market Since new products take time in customer




acceptanoe, markelmg tactics for the firm would be'to issue generous d:sooimt conpons to - S  Plancing, Managiug 30d
. o Emmdm

- encourage first triat and repeat purchase rates.

" Similarly, if company ‘B’ has wished te mtroduce up-market producls, it will have to use, ..
inter-alia, tactlcs of attractive packaging and promomm of hlgh-grade dealers. - .

Activity 2 - o
_ Identify an example each of promotlonal strategy and promononal tacncs for the family
planning and welfare in India. '

Answer : . T
Promotional st:ategy for famnly planmng and welfare would B e il

S T

143 A PLANNING FRAMEWORK OF PROMOTIONAL
 STRATEGY - o

After a company bas gained understanding of what a promotional strategy is and its
differentiation with promonon tactics, it turn its attention for evolving a planning
framework of promotional ‘strategy. Figure 2 provides an approach for planning
promotional for a typical marketing firm. The approach oomprlses (a) situation analysis (b)
setting up of objectives (c) aflocation of funds (d) programming the elements of promotion
(¢} coordination and integration (f) measurement of effectiveness (g) evaluation and follow
up. A brief explanation of each is given below ;-

Figure 2: Stages in Promotional Planning and Smtegy

1) Sltuatlon Amalysis
A) Demand
e Culture
& Attitudes
# Individual Differences
® Decision Process

B) Definition and Identification of Target Markets
® Segmentation '
¢ Positioning

'C) Competition
D) Legal Consideration

E) Internal Orgamzmonal Conmderanons .
® Personnel '
& Monetary
# Established pol;cmandprocedures'
_® Operational distinctives

2) Establishment of Objectives
A) RelaﬁonshiptoMarket Target .
B) Communication Message Objectives
C) Sales Objectives -~

o 3 ‘Determination ofFundsAppropriaﬁon

4) Specification and. Managemem of Progrmue Elunum .

S Analys:sofMedmRmm
@ Selection of Advertising Media
. ® Message Determination




Promqﬁmal Mnagement - _ B) Personal Selling =
Decisions - ' C ®  Analysis of Resources o - -
¢ Selection of Motivation, deployment, compensatior; and evaluation
C) Stimulation of Re-seller Support
® Analysis of Re-seller Resources
® Stimulation of Performance _
® . Improvement and Augmentation of performance . -
D) Sales Promotion, L
E} Supplemental Communication (Public) Relations
®  An Assessment of Rclev_a_c:s_ Pubtics
® Determination of Media and Messa_ges
5} ' Coordination and Integration of Efforts - '
‘A) Achievement of Proper Balance between Programme Elements
B) ‘Scheduling of Execution '
- C) Utilization of Personnel and Outside Services:
D) Evaluation and Follow up -
6) Measurement of Effectiveness

7) Evaluation and Follow up

_Source : Adapted from J.F. Engel, MR, Warshaw and T.C. Kinnear : “Promotional Strategy” R.D. Irwjn, 1987, p. 25

_ Activity 3 AT | _ L
Examine closely the Figure 2 and‘comment about its relevance, utility or possible
. adaptation to a small organization selling plastic/poly containers. ‘

~ Situation Analysis . =
The Promotion Planning begins, as it tnust, along with an analysis of promotion _
environmient. The analysis exténds to both external and internal environment. Among the

. major external environment variables, aitention is focused on market demand; market
. competition and legal constrairits on promotional activities. B :
As for internal environment, the focus will be on how the employees and publics within an
- organisation consider its capability, goodwill and resources for odrrying out its markeiing

and promotional assignments, : o : .

Establishment of Promotional Cbjectives : -
Objectives are expressions of where a firm would like to be in the future. As state before,
the premotionel objectives are derivative of corporate mission and situatiop analysis.

Table 14.1 detailes what could be possible objectives of promotion. Although theT‘s
promoetion objeciives are normally for the direct utility of marketing managers on ly, it is
advisablé to have a macro view of these objectives so as to have a larger picture.

. Toble I : A Statement of Some Possible Prometion| Objectives
1) Desired conditions to achieve in the consumer’s mind

- AY Clarify ness o C C _ :

1} Make the consumer conscious of the difference between the objectives and the
 presemt position. | _ L | :

2y Clarify the nature of this difference in his mind.
3) Increase the magnitude of the differances in his mited,
4) Provide sume urgency about eliminating the difference, -

5}  Make him feel more certain that a difference does exist now or in the futuﬁ.

B) Increase Brand Awareness
1) Yocrease the breadihk of awareness,
2) - Incresse the intensity of awareness. .
3) Improve ihe timing of initial awareness in relaticis to purchase,
4)  Increase the duration of awareness,
- 5) Improve the quality of-the prospects made aware, . .
6) Improve the closencss of association between the nesd felt and this brand asa . -
solution to i, : . : '
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'2) Increase the ratio of favourable knowledge to 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 the oonsumer mind.

4} Improve the accuracy of knowledge about the product in the consumers mind

{eliminate unfavourable myths.)
5) Improve the appropriaténess of consumer knowledge espemally on umque
points of product differentiation and hidden qualities.

6} Improve the credibility of consumer knowledge.

D)

E)

Improve the Company Image
1) Progressiveness

2) Honesty

3). Reliability

4) Competence

5) Friendliness

Improve the Brand Image

- 1) TYmprove consumer attitudes towards the product attributes (demgn capaclty,

F)

expense, quality etc.) of the brand.. _
2) [Improve customer attitudes towards the personah;y attnbutes_(age, status,
gender etc.) of the brand, . ’

Increase Brand Preferénce

1) Increase the breadth of preference (the number of consumers that prefer the |

brand).
2) Increase the intensity of preference (the strength of preference)
3) Extend the time period of preference.

1§ Desired Conditions to achneve in the Consumcrs Behaviour

A)

B

O

)

Stimulate Search Behaviour-

1} Ingrease store traffic

2) Increase enquiries :

3) Increase-other forms of product enqmnes

Increase Brand Trial Purchase -

1) Increase the number of triers -

2) Increase the quality of teiers (i.e. triers with the greatest possibillty of
re-purchase}.

Increase Re-purchases .

1}- Increase the frequency of purchase

2) Increase the volume of re-purchase (decresse cogmlwe dlssonance)

3) Extend the period of time over which re- purchiase continue to be made.

Tncrease Voluntary Promot:.on by consumers of the brand

1} Tncrease the quallty and the amount of word of mouth commumouuons -

2mOong CONSUINErs

%) Increase favourable consumer feedbacktodealers C !

HI) Desired Condmons to achieve for Corporate Position

~A)

B)

0

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 Return on Investmen!
4) Extend the period of profit flow ' :

5) -Increase the certainty of profil it flow

Increase the flexibility of the corporate image o facihmte future growih and/m
diversification

Increase cooperanm from the trade
1) Stimulate the enthusiasm of company sales repmentanve

2) Increase the self space at retail outlets - o _ )

3) Increase the completeness of inventory
Enbance the company’s reputation in the financial community
185

Planning, Managing and

Evaluating Pramotional Sirategy




‘romotionat Managenrent _E) Fnhance the company’s reputation among preseat and pnte_ntiai employees

F) Increase the influence of public opinion concerring pé!i.tica! issites retated to
corporate welfare o

G) Euild up Marmgem_em Ego.

Source M. W. Delozier (19?6) “The Markeling Coemmurication Process™, MeGraw Hill Book Company,
o J79-80.

Activity 4 .
 Examire closely Table 14.1 and select the promotional cifectives telewmt to {a) the Fost” : ‘
and Telegraph Depaniment (b} Railways. _

Answer.

Role Assigament to Promotional Elements ' ' |
'In a promotional straiegy, marketers endeavour to arrive 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 expiains linkages between . |
various promotion elements and the hierarchy of effects : : '

Figure 3 “Prametion and the Hierarch of Effect Model™

HIERARCHY GENERAL BEHAVIOURAL SPECIFIC BEHAVIOUR SELECTED PROMD-TiONAi:. |

QF EFFECTS  OBIECTIVES OF - OBJECTIVE GF MIXRELEV¥ANT TO EACH
' _ PROMOTION ._PROMOTION
Awareness ™} Qbtain consumer recognition.  Advertising| publiciiy
: s Provide Informadion ~ gain consumer knowigdge of  pre, POPs apd : |
- 5 T ' product anitudes window display ' |
Knowledge_| .
Liking _| ) Otain favourable anitudes.  Combinstion of Media
. gain preference for Adw1. {Arguments.
Developing Posilive company's brand aver those - Imege and satus |
attiade ard feelings of competitors - apgealy Sakes foree,
demonstration
publicicy, word of mouth

Prefercnce o8

Canviction T . .
. Sustain strong Point of purchass, B
consumer prefercnce; gait displays, Advr, Deals !
L ) purchase of goods and special offers price
S""?”.':“"‘“"d service; mainiain appez! celcErily
fetain destres continued purchase Endorsement, Digect
Mail; Sales Force,
Purchase Word \?:E Mouih,

Source 1 R, Havide & G.A. Steinar : A Model @ Predictive Messurament Adventisement Effectiveness Journal of
. Marketing. Yol. 25 Octeber 1961, P. 61,

Co-ordination and integration of Promoticnal Efforts

Past research has broughtl oot what separates a successful strategy from a non-successful
one, Tha major factor is effective coordination and m!egrauon of various efforts. The same
is tree for promotional strategy.

A promotion co-ordinator thus, has to ensure that unless otherwise requirer, advertising
should not over-shadow personal selling for a given product or vice-versa, Similarly, a
caraful decision has to be taken for involving outsiders like advertiserment algency, market
research and mediz buying services in vour promotional efforts. A proper balance is 1o be

© arvived ai between managemant and outside experts thinking.

A Budgeting Frumework for Promoiisnsl Steategy
Ins epprowchicg to initiate budgeting for promotional strategy, the decision makers are

ponfronted with guestion : How moch should be spear? Unfmmnately, ers are difficult
to come by. Moreover uhey vary subsmaanliy ’
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This section intends specifically. to deal with the issue and to present several techniques for

determining promotional budgets or-funds allocation. It should, howsver, be cautioned here

that these methods aim to reduce the subj ctive bias in-allocation decision. They can never
_eliminate’it entirely. . - .- e T S L :

© - Planning, Managing and
Evsluating Promotiona! Strategy

‘The framework for fonds allocatior! in pro_motioril'begins With__thé.'objéc:ives, Figﬁre 1 44 R

provides a graphic illustration of the same 2 _

~ Figured: A Framewark of Funds $||Dﬂ.f-aﬁn_ll 1 Promotion .

Pramational Otjectives

i .
Sehection of Tecknigues

.
e it e m e Mﬂdlﬁﬂhﬁlll in Alocation
il . . . |
| S A '
! - Geographic ;
! consideration: 1
' ) i
i ] .
' : o :
v Unanticipated :
\ comingencies g
1 .
. _ o
H v
+== Product Life i
v cycle consideration 1

B ]

Nl

!

Speciﬁcmioﬁ of Promotional Budge!

2) Techniques of Deter_mining promotiongl Budﬁeiﬁ ) PR
Traditionatly, many of techniques are available 10 Relp decision makers in allocating funds -
to promotional activities. Table 2 summarises each of them, -

o Tabed: A Description of PBromotionsl Budgeting Techriques

Technigues e hustruiion

1y Arbiirary = ~ 1f the current year’s promotion budget s Rs. 1,20,000 and the next year is . .
expecied 1o be a good year, the decision is 1aken 0 increase funds allocation
. by 1010 }5%. Thus, the allocation will stand between Rs. 1,40,000-1.50.000-
“for the nex! year, ‘ . N ’ ) .
2)  Percentage of sales If the present promiotion funds percentage is 10%, Yor evety sale worth -
: ) Rs. 100, Rs. 10 is spent oa pometion; Thes, if next year's sales aré forecast
tobe Rs, 1.crore, the promotional budget will be fixed at Rs, 10 lakhs.

h Cnmpeiithre pasity ) 1§ vhe cutren year's promut_i'tm budget is Rs..! ‘20:(?9(} and the closest
) - ) competitor is expecied 1o increase its promoticn budget by 4%, the firm o

| oMo this strategy and cstablishes the _budget.aikmr.icm at Rs. 1,224,800 néxt -

year,

3 a firm has & wal metketing I;Mgél of: Rslﬂ !skﬁs. sut of which
Rs. 500,000 are allocated for distribution, Ks. 500,000 for produt tesling, .
a6 s, 30,000 for consumar surveys, then remaining Rs. 1,20.000 s left for .

4 o8 you eon afford

- pdyertising, pemualmliing,andsﬂwpmrﬁmims. S -

%) fibjestive and taxk L i the firm Bes three gols for next yeay : (i) increass sales of brand A by 5%, '
o * (i) imtroduce bramd & wawd 2tain secognition by 15% of the warget market,

* {iii) and improve positive raling of the company from 60 10 75%, the promotions
tasks snd tools needed 1o achicve thiese goaly will he sdlocated separatily. -

1t is clear that all the techaigues ha\"e.ﬁhgir own merits and demerité and may not be
recommended to every company universally. Similasly, even a Ccompany may change over
from one lechnique (o another in a given period, for allocating promotional funds. .

Om the whole, the “Objective and Task® methed of funds al!pratiana seems 1o be the most
rarional and equitable, It is hased on a built-up approach that aggregates that cost of
performing those tasks that are needed to reach stated objectives. Then only it determines -
the 1ots] promotions} appropristion. ‘The research studies also have verified its greater
popularity and use among al} the techniques mentioned thus far. o c
b) Modificailon in Promotionsl Budgets R ;

“Even i 8 suitable technigue has been identilied it may become necessary for a firm to

_ fusther fine tune it for fand allocation, There could be three sedtons for the modification.

 Differsat geographic conditions ase the first to force & change in funds atiocation. Thus, -




Promotional Mansgement . ﬁombay may account for the largest proﬁbtional budgets even though the a
Deckions . : . Western region may not be high for promoung the products The seoond

‘budget For instance, the promational funds were increased By Reliance in 1

its investors about the working of its ‘Patalganga plant complex when unusa

in Bombay badly hit the plant

Activity 5 ' '
1) Recommend.a funds al]ocatlon technlque for promotlonal purposes; tc-

“a)  a political p:_arty for its advertisement for the peneral elections;
b) a new company with a totally new proauct;'anﬂ '
'¢) an established company with a new product..
1}, Explain why you have chosen thé'technique?

- Answer

Measure'uent of Elfecllveness :
The promotlonal strategy, being so costly and resource-co? 5. ning, hrs to sho

w tangible

" results, In other words, effectiveness measurement is a muz - Doing it, however, is a

different proposition than recommendmg it because both 'r: :-asurement’ and
have been subjected to a variety of interpretations. It has be ome wrtually im
satisfy all effectiveness criteria. In Unit 18 of Block 4 an amempt has béen ma

effectivenéss'
possible to
de to identify

~ relevant methods, techmques and thelr working for measurmg effectiveness ofpromotlonal

efforts.
Evaluatlon and Follow up

stritegy; identify the gaps between its objectives and results; and plan action
up. This way, chances of making the same mistakes again and yet all over
~ reduced considerably. It also ensures that lessons are iearnt from deficiencies.

At this stage, marketers have . evaluate lmplcmentanon and efforts of the ﬂ[;Emotimml

r its follow
in, are
Finatly, :-

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
atone, the evaluation and follow up of promotional strategy is inescapable.

Activity 6
Review the promotlona] planning as described in Scctlon 14. 3 and comment w;
will be appropnale for promotion of:

this reason

hether it

Véry 1 T - Not
much Much much

Cant
say

1) Industrial Product Company -
b) Consumer Product Company
¢} Service Product
d)  Noa-Profit Organization
¢}). Govenment Asencws

£} Individuals
£ ldess




144 - DECISION SEQUENCE ANALYSIS FOR -

PROMOTIONAL PLANNING

Figure 5 illustrates a decision sequence analysis for prsimoﬁoﬁﬂ strﬁtegy It provides an
" illustration of the stages in the promotionat planning framework discussed in the prevmus
section. It should be noted that the decision sequence analyms is:

¢ based on an ‘adaptivé’ process. It, thus, inéludes systematic procedures for gathering

mformahon and bringing about modification when necded in the promotional placning. .

® based on the proposition that the promotional plannmg is a continual and on-going
process. Evaluation, feedback and foliow up are the integral parts of the process that
provide it with vitality and relevance in the changing needs of promotion.

Figure 5 : Declsion Sequepee Anaiysis of Promotionai Strategy

Step 1 .

Situation Analysis: .
Demand, Target Markets -

Segmentation and Posmomng Competition, legal cons:deratmn

Internal organizational considerations

. Step2

Establishient of objectives

Relationships to market

targets; communication message, _
- objcctives, sales objectives

_ Step 3

_Approprimion

Determination of Funds .

Step 4 l o

Management of Programme Elements
. specification and advertising, Personal

selling, re-selling suppot, sales promotion. Pubiic Relations '_ ‘

N

| Advertising Personnel Sales . Reseller - Public
' . Seiling Promotion’ . Programme Relations.
i 3
Analysis of

Media Resources

e —

Selection of Media . : —!

LM |

S

Determination of Message i

© Step § ‘LT

Decision Sequence
similar to advertising

Co-ordination and Integraticn

Balance scheduting, utilization
of personnel, funds Aliccation Revision

Budgétary
A : Revisi_on

Step & T .

Measurement of Effectiveness

Step?

Evaluation and Follow-up

_Postmartem Assessmeat of

“Accountability

Source : Enpel, Warshaw and Kinoesr : Ibid p. 26
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145 SUMMA_RY

The unit sheds hght on the hrdden aspects ofpromouonal stmegy lt ﬁrst dtﬂ'erenuates o
between strategy and tactics onenlauon

- “Fhe unit follows with detarled framework of promotiona} strategy Sehmg up of ‘
" objectives of promotion are evaluated with a closer eye, becaise they wilt ater become the
 ‘destination points for promotional activities. A procedure of set:mg budget is discussed and-

several different technlques for the sarne are explmned

‘The unit fi nally clevelop; a managerml framework for evaluatmg and eomrollmg the
. promotional eﬂon-s . : . :

: 14 6 SELF-ASSESSMENT QUESTIONS

2):

7)

'What do you understand by the dccrsmn-makmg framework of pmmouonal strategy'? .

What are its components and stages?

‘Define Promotional Strategy. What Ob]ectwes should a firm set for promotmg 1ts
" products targetted. at children? :

R
- of a bapk, Develop an approprmtc promononal slrategy for the same

Assume that you are a director of promation of a newly creaaed mutual—frmd subsrdlary

Identify two major methods of setling promotlonal budget for'a non-profit/socml
: orgammllon

. 6)

Evaluate thé Decision Seqtlence Anglysis for promouonal strategy d firm gomg ‘publlc

.after 6-7 years of profitible workmg

A large multi product company—leadmg in the prlvate seclor, has reoeutly entered in
the ball—bearmgs market. It has requested you to prepare a promotlonal strategy- for the

mtroductlon phase: Advise.

A South-based public sector oompany is engaged in manufactunng and marketing a
wide range of Steel utensils for dpmestic use. It now wants to tap the quality conscious

" market in North and Westem India. It believes that promotion is the key to its growth.

Suggest the most appropriate. approach to promotion efforts, the ways to setthe

. promotional budget and the methodology to measure its effectiveness.

LY FURTHER READINGS _

W.H, Bolerl (1981) Hdverfr.rmg J Wiley & Snns

w M Werlbacker (1984) Hdrer!r.rmg Mchllan Publlshmg._

S 10



_ UNIT 15 MANAGING SALES

~ PROMOTION

Objectives .

* After going through this unit you should be ableto: . .

® explain the important consideration in the organisation and management of consumer
trade and salesforce promotions - SR ) C

e discuss the importance of measuring the performance of sales promotion :
® describe how to manage seles promotion schemes to efficiently accomplish the goals set.

Siructure

15.1 Introduction o

15.2 - Managing Consumer Promotions

153 Managing Trade Promotions

15.4 Managing Salesforce Promotions

155 Managing Sales Promotion in Service Marketing
15.6 Measuring the Performance of Sales Promotion
15.7 Summary - '

158 Self-assessment Questions

159 Fusther Readings

151 INTRODUCTION

This unit is a build up on Unit 17 on “Personal Selling and Sales Promotion™ of Block 5
forming part of MS-6 Marketing for Managers. While Section 17.5 ¢n “Sales Promotion”
discussed aspects such as meaning, Tole, objectives and methods of sales promotion as well .
as highlighted the need for systematic management of this function the latter forms the
subject matter of this unit. B .

You would recall that sales promotion schemes are aimed at three target audiences namely
consumers, trade (distributors, retailers, etc.) and the salesforce. Thz issues relating to

“ effective planning and control of sales promotion targetted 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 level. Yoa might recall that some of such schemes
are over-the-counter give aways, price-offs, quantity-offs, sampling, in-package premium,
banded premiums, container premiums, self-liguidating premiums, Coupons, personality
.premiums, refund offess, trading stamps, contests 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. ' : ) R '

For effective management of consumet promotion, the following checkpoints merit _
consideration by the sales promation Managers. These checkpoints, separately * 1 consumer’
schemes and consumer contests, are as under:
Organising Consumer Schemes. '
a) Obectives s . : .
Simply speaking, all consumer promotions must persuade consumers o consume MOre.
Under this overall objective-consumer schemes can be ofganised to help aitain the
following specific objectives ; '
to stabilise the fluctuating sules pattern
to make the slow moving products to move faster
" {0 overcome seéasonal stumps
to clear inventory of old product while making room for a new product
to effect sales of a specific pack size or in & specific market(s}

191




Promational Manogement
Declsions

b)

c)

d}

€}

Organising Cos sumer Contest : -
Consumer contesls are competitions wherein individuals are invited to compete
of creative skifls. These contests are gemeraily open for a period of five weeks of

® to couvater 2 competitive move .

@ 10 build gocdwill by sharing festivity spirit

® 1o improve product visibility at point of sale

* 1o motivale trade o fake more interest m the pfO\leui
® o assist in the launch of a new product

Scheme Selection
Innovative and not-easity imitable scheme which is suitable to accomphbh
set shoutd guide the scheme selection. For example, while price-off scheme

he objective
works wel!

_ for an objective of inventory clearance at the retail level, 10 promote sales of a specific
pack, schemes such as in-pack or tanded-premiums have shown cpcouraging resulis,

It may also be noted that & consumier scheme which clicks wail for one pro

.

duct need-

not succeed for the other, Also, what succeeds in one markei ¢r the one that succeeded
tn the past may not necessarily do 50 on its repeistion elsewhere or lakier. Spme more o

points that need emphasis are given as under

-# Ensure that the consumer promotion reashes the consumer given the no
scruputous image of the traders in India and the pi]feragcs st fransporiat

=50~
HON

@ Easure the ready availability of the premiums at retail poinis during the entize
duration of the scheme for which proper forecasting and reliablz s:)urczng are critical
consideration. Often sponsors run into problems of non-availability of premiums

and also the varvieg quality of the premium item given makes z rcﬂeu i
Quality of the brand under promotion.

Scheme lE,xecutlon

n on the

Given the varying tax stiructure acioss our states theé selection of the targe! g aéari_cel ared

. for the sclieme, consumer scheme should include in it t‘le neighbouring sate
n order to minimise leak.»age

In cases where sponsors make use of coupons persanality premium schemes

itz gpérkeig

L and

_ refund/rebae offers, there is a peed to fix responsibilicy on a specific personnel at the
field/regional office to enable quick processing and-minimising delays and doubts in

the miad of the CONSUINET ..

Promoting the Promotion
A well rehiearsed and integrated promotional support is & muss for enablmg

the scheme

te accomplish the set objectives. Apart from an action generaiing media campaign at
the consumer level, it is necessary that the ‘trade be convinced of the merits (of the -
consumer scheme as well as what they are vequired to do. Simitarly, the salesforce

should be properly briefed to handle the scheme and be motivated (o adopt
as their own and thus be prepared 10 put in the extra effort required at the”

Follow-up

the scheme
arketplace.

For ensuriog better pesformance of the consumer w‘aame, itis desirable to monitor the
market place soon.after the cornmencemeit of the scheme. This monitorin should
cover ; brand and premuom availability, brand visibility area and store-wise daily
‘movement of the brand, and competitors reactions ete. Reminder advertisements,

releasé of extra P.O.P. materials, and deployment of salesforce may someti
required (0 save the scheme from misfiring, hence a contingency plan for th
shouid be prepared.

es he
e ghove

on the basis -
more and

emong others zim at generating greater degree of awarenzss and enthusiasm in the sponsor

acd/o7 s brand. Although consumer contesis are capable of sccomplishing son
sales promotion cbjectives mentioned eariier, yei there are ceriaia specific objed
which consumer contests are more suiizble. These objectives are ;
.

Mcasumg the effectiveness of ad copy and media through recall, completion

Stimulating interest in the stagnant/tzpering brand

Increasing product wage and its unn of purchass e.g., & lar gcr size pack
Introducing new products

Acquatsting consumer with unigue o1 speclﬁc aspecis of the brand and brand

theme visusiisation aSSQLI&ilO!], COnpOR response 24iC
Generaiing mading iis: for database marketing
Influencing enthusiair i public and generating goodwill.

2

e of the
Fives for

usage
of stogan,



In organising consumer contests, one of the most important aspects is to consider the law.. -~ Managing Sales Promoticy
Being skill based competitions the contests are covered under the Prize Competition Act of g '
1955 and require a wrilten permission from Governmein (District Collector or other similar
licensing authority in a State) before launching a consumer contest. Adapting Risks, four G
things determine the sucoess of a contest 2nd hence necd carpful.-cqnsidciation._ Theseare: “* .
1y the type of contest, - Lo S e e T
2) the prize schedule,. S
1) advertising and promotioa of the contest, and’

- 4) rules governing the coniest, L S

~ The salient points of these four aspects are méntioned below : ~ -

Type of Contest Co o o ) .
Being capable of meeting diverse objectives the popular types of contests include ; veason -~
why, sentence completion, brand name/slogan/essay writing contests, special skills— —
sewing, knitting, cookery contest etc., each capable of delivering the purpose with which a
contest is organised. Whatever be the type of contest selected, it should be easy and foa in. -
order to attract greater participation. : ' c
Prize Schedule - : - .

A big first prize, a few second, more, thirds, and many consolation and early bird prizes rule

 the consumer contests these days. In order to reduce uncertainty on the part of the

contestants it is desirable to offer only well-known brands as articles of prize. The closing

date of the contest must be adhered to and its extension even “on public request” is - .

~ generally scen with suspicion and in bad taste. The intervening gap between the closing date

of the comtest and the annduncement of results should be the bare minimum, pre-fixed and

i case of unavoidable detay, must be advertised. Likewise, the announcement of results

should be given wide publicity. ' : :

Advertising and Promotion of the Coutest : _ :
It is important that the contest be supported with an iniegrated advertising and promotion
programme targetted at the consumer, the trade and the salesforce. Media advertising .
suppurted by displays and P.OP. materials at retail level and intense market touring by the
salesforce improve the public_participation in the contest periodic repetition of ads, and the
o increase in the reminder ads towards the last leg of the contest prove useful. Announcement . .
 of early bird prize winners have been found o stimulate increased and early participation in
the contest. - . T T Ny o D
Consumer Contest Rules . o S e
Experience brings out the need for clearly spelling out the rules covering thie. following
aspects in the smooth conduct of a scheme. While celebrities and public persons have their
due place in the panel of judges, it must have reputed and technically qualified experis too.
Specificalty the rules should contain indications like : ' o .

e How and when the winners will be informed. _ IR
® WhetheT entries will be returned or become property of the sponsor of the contesL.
® And, where applicable, all entries submitted must be the original work of the contestant.

Activity 1 - . . .
Survey a leading newspaper for a period of ong month and gather the following data :
_ a) Total number of consumer ptomotion schemes and consumer contests annoﬁn_{:ed.
.b) Identify the brands, prodﬁct categories and their Sponsors.

- ¢) List the various copsumer schemes. and types of contests anrounced.

d)- Analyse the terms of lhe'oonsumer schemes and tules of the consurher conteét_s. ’

® Judges decision will be finat and no-correspandence will be acknowledged. o T _




Prosotions] Management -

Dedsinns

-roles and goals of each. The manufacturers should clearly understand tha
trade have their own economic objective which is of supermost importang
- Likewise, trade members should realise that with rising costs of managi

" 3) Trade should be effectwely communicated and soundly convmced w

153 MANAGING TRADE PROMOTIONS

Trade promotions are the incentive schemes which are offered to the distefbutive trade -

sponsored brand by giving more than their usual push. -

. merchandise deals, buying/selling allowance and discounts; coupons; shel

“(wholesalers, distributors, retailers, etc.) and aim at motivating them to back up the

-space incentive,

You might recall that some of the trade' promotion schemes aré such as TEer “loaders”—

display contests, sales contests; gifts, trade/cooperative allowance, preml

and provision of P.O.P. matenal

or push money,

Effectively managed trade prommons contnbute towards bulldmg custonter traffic at retail

* points, increasing sales, improving proﬁtablllty, and strengihenmg of man

relationships.
Organising Trade Promotions

. While trade promotions are meant mter-aha 10 obtain greater trade CoopE

improve manufacturer-trade relations the practice of trade promotions sck

facturer-trade -

ration and -
emes has

unmet expectations of each other. For effective management of trade promotions therefore, -

brought forth cértain conflicts between the two. These conflicts mainly }fc out of the .-

one of the prerequisites is the clarity of understanding between the parties regarding the

manufacturer can afford to accept the indifferent response and performan
few of the basn: oonsndenatlons ‘wseful in systematic orgfmlsauon of trade
given as under: : :

like them the

¢ to them.

promotions, 1no
of his trade. A

romotions are

1) Trade promouon schertes shouid match wnth the capability of the different members of

trade. For cxample, wholesalers are poor at primary demand creati

of the product,

and the retailers in administration of complete schemes. Sponsors of rade promotion

schemes should perform these. lasks for _lhem instead of expecting the
out. :

resortmg 10 unhealthy trade practices on part of the trade, .

well. as results expected of the schemes. .

10 carTy: them

© 2) Only those schemes and terms should be cffered wh:ch inITses th& temptation of

th the working as

4) Regular availability of product supphes and gifts. must be ensured diiring the period of

the promotion scheme

5) Increasing competition and fimited display-shelf-space now require ¢
the prominent dealers and bookmg of thcnr “sheif-space should be d
advange.

‘6) In case g:fts are offeread as incentives to trade members,. these articles
: repu(ed brand and of household or personal use. '

7) The organisations of dealer display and sales contest foliows more o7
+as discussed for uonsumar contests earlier. Some pmnts of special imy

- ® Selectic n of dealers havmg prommenl locatmn as well as good fag
. windows, counters, etc, -

at signing up of
e sufficiently in

should beof

less the same steps -

importance include

ilities such as show

. ® Provisions of assistance for arrangmg creative dlsplays because ot a_lf_dealers show

_enough initiative or possess adequate expertise in this area.
® Communication of the team of judges, the judging criteria and off

r of consolation

prizes of merningful value inspire greater participation of the tradg in the contest.
¢ Assignment of targets should be based on the trading area potentipl. It is usefui,
therefore, to divide the market into different potential zones, and jikewise offer a set

uf prize on zonal basis, -

and that too for a period less than half its fife, It is neediess to staie 1
B.OF. at lhe retail-devel requires constant sepervision and foliow up) -

8 It is said that not more thar 15 per cent of the P. 0 P. material suppli‘ec! is disblayezi )

at the vse of -

9} Leading retzil dealer offer their own retail sales promotion schemes. [Though difficuit,

attempt should be "na‘h to.get 2 special support for the company product line dusiyg.

tire penod

19q | :




10) With the amendmeat of the MRTP Act, 1969 by Amending Act 30 of 1984 wef st
August 1984, Sections 36A to 36E relating to unfair trade practices have been inserted.
Upon complaints relating 1o discount sales upto 50% the commission laid down the o

" following guidelines for future advertisements : I -

- @ the peﬁod of discount sale shall not bé less than 10 days, and’

e the original price, the bargain price, the quality of articles at ,whic_:t{ -the:maximum .
-and minimam discount would be available shall be mentioned. - D

Activity 2 - - o _ _ - :
Interview three retaiiers (one dealing in consuiner non-durables, one in consumer durables
and ori¢ in pharmaceuticals) and compare the various kinds of dealei 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 manufacturers do to make their sales.
promotions more effective. B oo ' :

e T

............-............._.,.,.”.....‘.......‘..........i.-.......-...._..... .................

154 MANAGING SALESFORCE PROMOTIONS

Sales pidmotion schemes offered 1o the salesforce mainly include incentive programme and
sales-contests, The opgmtional and managerial aspects of the two schemes are discussed
below: : . ; . N

Organising Salesforce Incentives _ o o -
Sales incentives directly link the motivation and reward for the salesforce. There are four-
~ methods by which siles incentive awards may be computed for the salesforce. These are:

‘@ awards are tied to unit sales on an actual basis. B S -
® awards are given to those who achicve more than a specific peroentage of their sales quota
performance, ' N\ : _
& awards are given to those who perform best in relation to their individual quota.
® zwards are given on account of special achicvements as notified by the organisation from
time to time. ' T

The sales incentive awards take the form of cast, travel' merchandise or a mix of the three..

- Sales inceniive programumes have been found to-be both cost efficient as well as strong
motivators for improved sales productivity. According to an American study, some ofthe
popular reasons for the use of sales incentive include: : -

increase sales per sales person

boost morale :

increase units sold per sales perso

launch new products _

increase avérage sakes per account

promote dealer activity

boost recession — period sales .

upgrade existing accouits to high ticket products
revive old products, etc.. :

The managerial considerztions jor sound management of sales incentive Programmes are
discussed alongwith the sates contests. . !

Organising Salesiorce Contests o
A sales contest is a competition among members of the salesforce of a firm. Sales contests aim
to Futtil the needs of 1hz sales person for achievement, esteem and self-actualisation used

* effectively, sales contests prove to be a hoon 1o the sales organisation. On the other hand, if

19
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Fromotional Mansgement .

! Decisions

promotions some other aspects relating to themm, rules, pammpaum and prs

- Sales contest havé a direct and'a noveity theme In a direct theme the focus ¢
_ obtaining new customers, or selling a more profitable product mix or improy

~2) Don’t set goals too high -

- 3) .Don't start the corﬁest_s"to\fards the end of the year

4) Don’t use sales vohme as, the only goal of every contest

improperly handled sales contest can destroy morale among sales persons as lrell as negauve}y

effect sales. Over enthusiasm to win contests has also led somie salespersons
overloading, cheating arnd even neg!ecl of customer service and relationship.
prone to rmsﬁre sajes ccntests need to be managed carefuily. '

inventory .
n short, being

In addition to the m:magenal considerations for effective management of consumer and trade

contests are discussed below’;
Themes of Sales Contest

share etc. In & novelty theme the focus is on fun simultaneous with more spe
or problem facing the company sales. Some examples of novelty themies are

ymotion of sales

ould be op |

ling the market.
cific Current event
Let’s hunt for

hidden treasure (find new cuslomers), make your customer fat (sell more 1o existing

customers), plantmg the gold (sell’ more prefitable orders), healthy customer

healthy sales

person (more sales, less outstandmg, more profit per customer) etc. Themes which are novel,
objectively measurable and relevant o thﬁ company sales curve find gmiter partrcrpanon of -

the sal%force

W

_ . Rules -

Clear and comprehenswely writfen rules covering aspects such as what will constitute a sake.

(order, delivery or payment), whether institutional or original equipment manufacturer’s

supglies will be counted in sales 0F not, what will distinguish between a new
order, and new customer and okd customer, what about cancellations or rety

minimise heart burns and rll feelmgs among the sales persons.

Pammpat:on

order and old
rns after the -

" contest periad is over, and which achaevement will carry how many success points, help to.

If the size of salesforce is large and the inerarchy levels drﬂ'erem itis preferaple to organise

different sales contests ‘with restrictive participation on an eligibility ciiteria,

i

- Promotion

[n any case, sales

" contest should try not %o pit one sales person against another, An offer ofa anety of prizes for
: _vanous types of achlcvements helps in this direction, - :

Excitement, surprise and i fee.lmg of en_loymem should govern the mood throughout the
contest period: Writeurs in newsletters; flashing of specral communications with photographs
of ice breakers, special achievement and achievers; wiring of reminders, motivational lesters,
announcements of a few rore prizes, etc. lend strength-to the air-of expectancy on’ the part of -

the sales person during the contest. To save the sales curve from droppmg down drastically

after the contest 15 over ind also not to lose the business which could ‘not be’

during the contest penod some actmty must be planncd

- Finaily, some den’ 1 on saies contest as mentroned by Heinz Goldmann
- 1) Don't reward just one person

“One o only a few winners can serve to demotivate the losers. A comest

acoomphshed

which no one has

a.chance of wmnmg can ofien cause salcspeople o sell less than bcforc the contest staried. -

~ Do not alienate the bulk of sales people with goals thal are t60-high. Motivaie wcryone
- because the bulk of sales dom not come from a top pcrformer There- should be as many

winners as possible. . -

. Many sales persons perceive a year end contest as a way to make up for
and a bad sales year. : '

poor planning

There are many marketing goals other thza sales. Other goals like territfyry cultivation,

dealer relations and customer relations can also increase motivations of
achieve less than others in lerms of sales alone.

5) ‘Don’t use the same prizes for every contest
" The same prize repeated veéry often can lose impact very quickly.

* 6) Do’ include only sales people in the confest

sales people who

A good opportunity to invelve olher people withiny the company is to make them part of
the saies contest. The non- selliny seart an der  greas Jdead b help push their sales people

to perform better,

1% -



7 Don't led the sales contest Becoms a gmssmg game L S - Managing Sates Prowmotion
Everyone should clearly naderstand the purpode of the contest; otherww lost sales are : : : i
Bound to cccur. A sales contest is nol an m:e'hgven test. .

8) Don't look fur a “faie” or a “hust” comiest
Sales contests bave spec:ﬁc goals o awompllsn and unfonuratc‘y s0me goals wﬂl be
€asier to accomplssh for same than for oters. ~ -

15,5 . MANAGENG SALES ?R(}'M{H'!ON [N SERVICE
MARKETING | '
Our discussion so far remained limited .to firims marketing tangible goods. Althéugﬁ the

considetations and guidelines of sales promation for goods are extendabie to services, some '
special aspects of services sales promotion are covered hereunder,

-Of late, we notice > great deak of sales promoction activity on the part of hotels, travel agents,
interaational airlines, banks snd financial service inswiutions, eic. These firms make use of
_schemes sithilar to that of prodact promotions st 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 contests and coapons by tourism organisations, refunds
and future discounts by international atitines, preiipms by banks and financial institutions,
incentives (o trade azd salesforce by ﬁnarual serviced f rms eic. ' :
Organising Services Sales Promotion
Services carry the peculiarities of perishability, abser:ee of fnventory and intangibility. As such
a'sérvice not viilised is an gpportinity lost for ever, be it an airlines seat, a hotel zoom etc. The
demand management of services, therefore, often requires the use of sales promotion schemes
particularly in business affected greatly by seasonality o7 having intense competition,

Lovelock and Daelch make foﬂowing obgervations rcgarding organising of sales promotion for
Services markeling.
# The broader the service product iine, the more "haliengmg 1h{= scc-pe for offering sales

promotion schemes. For example, an airline has limited optioss a5 against a hotel which
offers a large variety of restaurants and services,

£ As the usage level of service varies with t‘ue CUSTOMmeErs untike COTSUMEr gaods, service
marketers offer schemes with muitiple options fos d;ﬂ‘erem levels of consurption, as in
the case of airlines promotions. :

®  Consumer respomse is likely 10 vnr} by type of nmmmson and is unl kely 1o e lincar; in
ctber words, a. 10% discofini will not necessanly generate twice the incremental salc.\, of a
5% discount.

®  Servicss offer remendoos opporiuaities for joirt prometions, where the actos] couts are.
‘shared by major users. A typical exatple s of aiflines joining hands with hotels vnd car
remials promcied throvgh travel agents,

& Services seles moomotions are s.auii‘,r initated. Two forms of competition prvefing awe, first.
10 develop & prowotion that will be too complex W imiiate quick]) and second, 1o
arrangs with one o0 more weli known firms an exclusive ijﬂl nromo;mez progranine thal
eannot be direstly duplicated. :

®  Although promotions can stisslale consumer excitginent iey an also increase consumey .-
piice sewsitivity, o (hat many consumers eveatuzlly become utwilling 1o buy the service
unlass it is available at 2 promoled price. :

® ¥ a high percentags of sales are wmade on promotion, “normal” prices becoms amﬁcv..ﬁ‘y
mﬁaiaﬂ and increasingly meaningless.

326 MEASURING ?H"E PERFORMANCE OF SALES
PROMOTION.

The measurement on kow well the sales i}i’i\m‘.}ﬁ“)!‘ iias pf‘rfunr:xi implies te exisionce of !m
following : '

& writen sales promotion goals for which the schemes were ran;
@ the evalustion criteria in relation 1o e saks promotion goals;
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® a data bank containing documéntatibn‘on past sales promotion results and trade/ . _

salesforces reactions and assessments; and . -
¢ an organisation for monitoring and evaluating the sales prosmotion.

The task of organising effective sales promotion is usually di\_rided into threé pl ' before
. sales promotion is offered i.e.:ipre-tmﬁng; testing during the time it is in operatio

 monitoring and follow up; and after the sales promotion event has ended i.c.,.

ie.;
-testing,

The pre-testiog phase helps both in ascertaining the cost effeciiveness of the alternate schemes

as well as in finding out the most liked terms on which to offer the scheme for

omplishing

the goals set. Pre-testing could be carried out with a pancl of the audience in person or. by

mail, and by ficld testing followed by a market resarch study.

_ The monitoring phase of evaluation sh'ould focus on gathering pfoduct movemefi and sales

data territory and outiet-wise; its review and comparison with the goals set and

‘any.

The post-testing phase of sales p'romdtion evaluation is analytical in nature. Sales prcmotionﬁ'is

usnally measured in performance reference to sales achieved, cost effectiveness,

" rate of coupons and trading stamps, turnover of special packs or self-liquidato
. entries received to the contest etc. Post-testing of sales promotion is.carried out

edemption
number of .
by desk

. analysis of the data gathered, in-store observations and market research studies carried out for

* this purpose. Where direct measurement is possible, results are compared agai
well as with a similar period or & base line. Emphasis should be put on measy

t goals set as
ing and-

comparing the incremental sales than the gross sales and other related parameters. A literature

survey on effectiveness of sales promotion brings out that:
o incremental sales are harder to get for high market share brands.

® a coupon with a sample can be almost twice as effective as a coupon alone.

- Kigh redempﬁqn rates (say of coupons, persoﬁality hrcmiums) can be very
the earliest: redeniptions are the incr_emental sales.

short purchase cycles mean shorter-term effects.

highrer levels of inventory withi the trade and competitive escalation of sale
the hidden costs of promoticns; higher discounts offered to trade once, bed
minimum level for future schemes. ' ‘

costly. -

5 promotion are
ome the .

& customising promotions for local markets makes more impact than the general alf market

sales promotions. : :

® markets with above-average unsupporied price reductions might need greater product .
featuring and display support fromi the retailer. Those markets which are low in,
promotion response probably need higher quality promotions, better display locations or |

advertising and salesforce support.

Value of Sales Promotion Evaluation
Pre-testing, moritoring, and post-testing sales prometicn are only the means

sales

its performance. In the vitimate analysis what matters is the value vs: cost of

* promotion in terms of chianges in consumer (rade and salesforce behaviour and their impact
on the long and short-term sales, profitability and brand image. While systepatic planning,

monitoring and research help in making sales promotion effective, more effarts should also .

‘be made to control sales promotion expenditure. Inculcation of cost conscio
of the appropriate form of sales promotion ‘aids; updating of mailing lists; co

sness, selection

. : trol over misuse
of P.O.P. material; careful selection of the participants to the scheme; instituting rewards for-

expense controt can enable sales promotion to be managed more efficiently,| With growing
~ need as well as cost of sales promotion managers, must, cut back on convenjent bul. .
_unproductive promotion schemes in favour of hard-to-imitate creative and preferred

schetnes.

Roie of Salesforce

The changing market environment and the i
new role for the salesforce to maké sales promotion cost effective. Salesforce
soldiers, army of the marketer. Thev must involve themselves in the gatherih

ncreasing need of sales promotipn calls for a

are 'the foot-
g of ..

competitive intelligence and also pive regular feedback on the local conditigns of the
market, the brand movement. the retaslers reactions, and their assessment: for the sales
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promotion schemes. Monitoriag and follow up of the market when the sales promotion . Muiaging Sales Promotion
event is on and assisting the irade in improving the off-tzke of the brand and in _

administration of saies promotion schemes are its other new tasks. Selling szles promotion

scheme comvincingly 1o the trade and discovering room for expenditure control are’the

emerging challenges for the salesforce to face. s

15,7 SUMPMARY

In this unit we Jiscussed the various operational and organisational aspects involved in
managing sales promotion. Creative planning sound implementation, and an eye-for-the-
detail emerge as the pre-requisites for effective management be it the consumer trade,
salesforce or services marketing promotions. The task of measuring the sales promotion
performance consisis of three phases @ pre-testing, monitoring, and post-tesiing. Clearly
formulated goals and the existence of a daia bank and the ciganisation for monitoring -
market response and carrying oul the market rescarch contributes towards making sales
promotion more cost effective. Finally, for proper planning and execution of sales
promation e szlesforce will be required fo cast itseif for the new role.

15.8 SELF-ASSESSMENT QUESTIONS

The Marketing Manager of “Doubie Dismond” tea wants to organise a consumer contest

for increasing the popularity of his brand as well'as its market share. Suggast the format of

consumer contest covering aspects such as the theme, entry and eligibility requirements,

duration, closing date, prizes, judges and judgement criteria, etc. What would you advise the
- gompany 0 do 1o evaluzte the contest after it is over?
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BLOCK 5 ADVERTISING PLANNING
AND EXECUTION

The final block in this course, consists of four units on various aspects of advertising
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 underlying message design development and executjon.

_ Unit 18 on media selection, planning and schieduling describes the process of media planniﬁg

and media selection with illusirations, 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 on
reliable yardsticks o evaluate its accomplishments. -

Unit 19 explains the tools to measure advertising effectiveness as well as criteria used to
evaluaie, i i

=
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UNIT 16 MANAGING CLIENT -
AGENCY RELATIONS

Objectives
Alfter studying this unit, you should be able to :
» Explain  : the evolution of advertising agency
¢ its role in the puschase process
the work executed by an advertising agency
zlternate agency stnictures
2 Identity : division of work between agency and client
:  pitfalls to avoid in client agency relationship
@ Determine @ the major advertising decision-
' : ways to take these decisions

Structore

16.1 Introduction
16,2 Bvolution of agency-client relationship
16.3 The Role of an adverlising agency
i6.4  Functions and structure of an advertising agency
16.5 The\agency-cliem 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 Further Readings '

16.1 INTRODUCTION

Major part of advertising execution function is being performed cutside the organisation,
through the medium of Advertising agencies, who over a period of time have attained
specialisation in the creation, generation and execution of promotional communications. A
network of client agency relations therefore typifies the promotional scene today. This unit
discusses the client agency relationship, the division and flow of work within ihe ad agency
and the basic principles of managing client agency relatioaships.

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 10 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 ir clay wood or stone. Branding, the
cormerstone to advertising, found its roots when early artisans ook pride in their work &
placed their own marks on goods such as cutlery, cloth & pottery they produced.”

M sty lia t NiHpATraL’
P == a . Tl

Fig 1: From a wall in I;&mpeii. This inscription was
promoting a contest of gladiators.
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Advertising Planning and
" Execution

The first known advertising agency in the world was set up by V.B, Paimer ir} 184! & G.P.
Rowell in 1265 who undertook wholesating 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 exccuted complete advertising campaigns for clients. It operated an|open contract-
plus-commission plan. The commission ranged from & to 15 per cent. Today agencies, of
course, offer a wider range and quality of services with the development of new|media and
expanding markets {or which media reimburses them by a 15% commission.

The advertising agency ioday however enjoys a different agency-client relationship than the
traditional agency-ciient relationship that exists between lawyess and their clients. The legal
and historical definition of an agent is one wha acts on behalf of the principal. However, in
the way the adveriising 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 which chall be

liable to pay zven 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, to the agency being a wholesaler of media-space to
the growth of the moder full service agency wiih liability of client payment.

16.3 THE ROLE OF AN ADVERTISING AGENCY

The role of the agency shall be discussed iﬁ two parts :
4} As.apar of the total process of product purchase by the (arget evidence.
b) The activities undertaken by the agency.

A} Advertising can be illustrated as a five part process

ADVERTISERS

Who somellmes usa

| ADVERTISING AGENCIES |

and are sométimes assisted by

| SUPPORT ORGANISATIONS

Send thelr message throhgh

| MEDIA (GENERALLY MASS)

to potential

| cUSTOMERS|

of the product. service or Idea promoted.

Fig 2: The Process of Advertising

Source : Sandage, Fryburger and Rotzoil *Advertising Theory and Practice”.

When need for advertising is nat too acutel y felt, the client himself takes on the mle of the
advertising agency by designing messages for the target andience,

However, in eday™s cotﬁplex 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 weli as efficiency of transmitting messages. With this infdrmation

explosion, the tastes, choices und needs of customers have become complex. The producer no

tonger finds it simple to cater 10 all consumers, Hence the concept of target audience
becomes importani ie. the producer chooses a set of people whose needs he can cater io.
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In this complex interaction, the role of an advertising agency can be illustrated as follows : -

ZATMENT OF PRODUCTS OR SERVICE
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SALE OF MODUCTR ON $ERVECE

¥ig. 3°: Role of Advertising Agenc)-
The producing sub-system for advemsmg agencies consists of client orgamsauons who off
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 andience for the product offered to this sub-system. Then there is the
. media sub-system which consists of various media vehicles and performs the role of
providing knowledge awareness and influencing the consuming sub-systern.

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
not contain adequate information abous the target andience, the agency or client may
undertake research to further supplement their information bank (The agency may-also
conduct research of pre-testing of the campaign before releasing it. It may conduct research
for post-testing of the campaign to evaluate advertising effectiveness). '

The processing of information received from the client enables the agency to broadly gwc

two kinds of output : A} design of message 1o influence the target audience and motivate it
towards a desired state of praduct purchase activity i.e. the consumer should move into the

+.. .1 higher stage in the AIDA hierarchy towards purchasing the product. B) cheice of media..
With limited budgets at the disposal of the advertising agency, it is not possible to use all

the media available in the most desired manner. Hence a problem of choice exists. The media *
which influences the target audience the most is chosen and the intensity of exposure in the
medid is afso allocated in accordance with its efficiency in influencing the target 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 proguct ar service
and g:ves payment in lieu thereof thus completing the economic transaction. .

B) In the structure shown above, the role of the agency in the economic sub-system of
product purchase becomes clear. At this point it would be interesting to also look briefly
upon the information processmg role mentioned above This information processing role, in
a simplified manner is ilivstrated below,

e |——{ M |

h 4

@--—

"Fig. 4 : Ad\}ertlsing and Ioformation Processing.

Source : Sandage.'Fryburger &_Rotiol ‘Advqﬁising_ Theory & Practice’
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AN~ TP

Advertising Flaiming znd
Execution

'2) - Market Planning and Research Services

Before efaborating on the above, it is necessary for us to [ook at me agveriising agency and

- understand its functions. A study of the functions of an agency will reveal how it

<

pragessing role of the agency is broken up into different componstts and how thebe different

components contribute to the end praduct of the ageney.

Activity L . .
Study two advertising ageticies with respect 10 & specific client each, How is the
voie fullifled by these agéncies? '

processing’

16.4 FUNCTIONS AND STRUCTURE OF AN
ADVERTISING AGENCY -

A} Functions & fiow of work

Though advertising agenciss fnay follew the departmental smuctire or the Group $ystem as o

structure, the broad functions remain essentially'the same.

The functions of an agency arz broadly brokén up as fofiows

Iy Account Services

- 2)  Creative Services [“-AGENGW
3 Media Services — O 7
Administratic Aco ; | ACCOUNT | 1 HMEDIA CREATIVE | | ADHN. &
4) dministration and Accounts l SERVICES | AL ACCOUTS

Fig. £ : Functions ef an Agency

This is the simple agency siructrs. A mere comprehensive agency structute would
of ; . . :

1y Account Services

3} Media Planning Services
a} Planning
by Media buying
4 Creative Services
a) Copy
by An

o |AGENE>Y| :
I IR N A |
2233”::2‘% plANMIG || wEDIA | |cReaTive PRODUCTION ;’éﬁé‘ﬁ%‘ |

SERVICER

| COoPY ©ART :
— |

PLANNING | [ EDIA
smwcesl suving | | FANT oy

Fig. 6: Comprehensive ‘Agcmy Sruciure
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5) Production Services
4} Relating to television
b) Relating to prini
¢ Other N

« 6). Finance, Administrationand Accounts:

A client is known as ‘Account” in an agency. Hence client servicos are catled Acé_ount

~ 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
Account. Executive should have some basic knowledge of practical marketing. We shall
elaborate upon this later and discuss how the marketing plan is converted into an adventising

brief.

=0

[

ACCCUNT
t EXECUTIVE

MARKET
PLANNING

CHEATWE

CAMPAIGN

|ALTERNATIVES

L

5

MEDIA PLAN
ALTERNATIVES

]

:DISCUSSION_WITH ACCOUNT EXECUTIVE

& MKT. PLANNING
l I
ot g
clarify brief which may } —
have been misundarstood
by creative & media
PRESENTATION TO CLIE"NT.

If nat OK clarify brief once again with
client. If brief is OK but If client finds
the approach toc aggressive or too
mild, go back to discussion on
creative tactics. For this agency's
knowledge of marketing
phenomenon should be good &
client appreciation of creative
treatment & how the motivational
* process works should be good.

1

Managing Client Agency

axecution

It O.K. send campaign for

1

PRODUCTION DEPTT.
.& STUDIO

]

MEDIA
BOOKING

Producﬁonmierlalsoomdq:ingnmﬁe'l

Fig. 7 ; Flow of Work
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Advertising Plonning and
Execution

Production control and supervision in print, P.OQ.P., film, television and radie.
_ Public Relations.

- Advertisi.ng Research including Pre-Testing/Post-Testing of campaigns and determining

The brief is handed over to the creative who works out some alizrnative dppred,ches in which

.the message ¢un be communicaied. The media planning works out the media mix cho?

available. The stage is now set for a meeting wi ith AEs and Market Planning who test {he
output on the brief given and jointly a dec1smn on which campaign and media plan is 0 be
presented is taken. Agencies also present some or all the creative alternatives, giving the
final choeice to the client.

In case the campaign is approved, it is hisnded over to the studio and production. The Studio
undertakes final ariwork and production gets the maierial prepared for handing over to the
media. In the Indian context, this can be an elaborale procedure especially for a Rational
launch. Very often 2 large campaign has to be converted into vernacular. Coordination with
8-10 language translations can be a complex task. Sometimes the nuance of the original
copy, as written in English, can not be literally translated as no parallel exists in vernacutar,
Hence the copy concept has to be explained to all the language wranslators so that
iranscreation can be undertaken instead of transliteration. For television. the ageacy usually

‘contacts independent film producers to éxecute the TV film. Similarly for radio, independent
. producers services are used by the agency. For hoasdings, there are a couple of parties in

every city who have been awarded outdoor contracts by local municisalities. These congtitute
the hoarding suppliers.

Agency work is usnally deadiine oriented. To ensure that deadlines are met many agencies
have one orfew people looking after “traffic’ with the primary responsibility to ensure that
n¢ deadline is missed. In addition, some agencies had ‘new client dévelopmeni' department
with the primary responsibility of *pitching’ for new business.

B) Agency Services and Suppliers
The above description gives us a goed idea about agency services. A comprehensive hbl of
services offered by an advertising agency would read as follows -

Planning Advertising and Communication Strategies keeping in view the client’s product-
service, business environment, competitive trends and growth pi;ms

Pianning and execution of creafive slrateg|es within ihe framework of the above menticned

“over-all strategy.

Preparation of Media Plans after identification of target audience and the media to which it is
exposed. Implementation of the media plan through the boceking of appropriate space- -time
with piblications, outdoor media, T.V ., radio, cinema etc,

Promotion Planning and Execution.

Market Re_search.

advertising effectiveness,

Though the agency does not participale in thé “line function’ of marketing, some agencies
have started offering various ‘staff function” support service like :

Developing Marketing Strategies by:

- a)  Defining Marketing Objectives.

b) Generating ajtemaﬁvc Marketing Mix options,
¢y Creating conditions for implementing the choosed Marketing Mix,
Designing and Evaluating Marketing Information Systems.

Review and Design of Marketing Structure.

-P]annmg for new product development {determining market potenual for new products plans

for test marketing, etc. and albo -pre-testing of new products).
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i Development of an Annual Madceﬁng plan, giving operational content to the strategy of the
vompany by setting ont the marketing tasks to be performed in a specific, time-bound
manner. ’

Sorme agencies also undertake the following kinds of Market Research -
. ay Descﬁpti§e Reseach -

b) Predictive Research
) Causative Research,

Lately, some agencies also_ offer the following services :

#)  Direct Response Advertising .

B} Public Issres Management

¢} Show window displays (for retail chains and outlets).

In the Indian contexi, Public Issue a'dvertisihg has shown rapid gmlwth in the past few years

with the boom ix capital markats, The agency services involved include knowledge of
statutory regulations, liaison with brokers and press, amranging brokers conferences and press
confererices etc. : B '

Suppkier Orgarisaiions
The usually used supplier orgamisations of an agency are listed below :

~ Suppiier System Available

GEPARTMENTS

Otiver Reszesch Date

MAEDIA *  Organieatisns offgring media models
s - Resaarch egencice tifering prass evaluation

KT. PNING . PAarkat Rozsarch Agencies

+  Freclarces ofiering varous cragiiv
services - cady. ont direciian .

CREATIVE v 'Studio offering servicea of avecution {Leyout
& Artwork)
»  Longuage transistorg
| PRODUCTION| | peviore & quaner tone
— v Typesstiors

FINT Pitntars (Ofisst, Leitemess & Screen)

indspandant Televieion Flim Prosucers

+ Bl phoograchy — Eiack & Whits & Colour’
[Nogetive 3 Tranaparcacy)

+ Soleur piocssalng leby

Haarding, Bus panel, kiosk, wall painting & -
bannar

Radio pngle producam.

Audie vicual protucers
Decumenieny flm makdrg
Ao & Wideo Studios

-

e ¥ & w

Flg. & : Swpplier Syetesin Availzble

C} Popular Agency Siructers

iy Smal agescy structore : The daily business operations of a small agency are
uswally supervised by the owner or branch manager who may be incharge of new business
development as well, Client contact is partly handled by him, assisted by account executives.
The account executives are important members of the team and can pariicipate in the creative
furction as well. They may produce creative concepis and even write copy. The art
department executes the layouts with an in-house an director or with assistance from 2 X
freglance art director. The small agency may have a media buyer, thongh sometimes the
account executives also purchase fime and space for their accounts.

The organisation in medium of jarge agencies is more format. The two popular struciures:-
fnitowed by their are the departmental system or group system. :
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Advertising Plannmg and
Execu tlon

ii) The deparfmental 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 = cailed upon to perform its own speciatity. But for the client
servicing the dame peopllc in creative, media and acccunts will do woek for ail the clients.
This may give uniformity of creative output, an opportunity for everyone to work on ail
accounts but may not give collective responsibility to a group of people for an account,

. D) The Group System-

This systern is very useful when agency becomes la.rge An accOUnts executive in 4 large
agency may find that the departmental system: is not giving him commitment of individuals
in creative and meda to a specific account as these departments are reportable on all
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 to group members, the accounts may be
shifted among groups. This may give the client some benefit of fresh thinking withirs the
understanding that client dnd agency have developed.

However, that form of agency siructure which enables the agency to provide the best service
is the one that would be implemented.

Activity 2
Contact one large and one small advertising agency. Study them to tind out :

a)  the functions performed by the agencies

by the flow of work, from acceptance .of brief to release of campaign

16. S THE AGENCY CLIENT RELATIONSHIP AND
PRODUCTIVITY

a) Division of work
The division of work betweern agency and client can be summed up’as follows:

T f .
FRAODUCT MAHACER PEACENT
i RESPOQNSIGIITY
0
—
4]
)
ai
-
Wi
I
sl
| ACCOUNT EXECUTIVE PERCENT
0 HESPOMSIBILITY .
L 1
1

Coetied Mivka Prosdton Consumn Mea Packagng v
rmsEaICh  produel

v BT
Fig. 9 : Division of work between Account and Prodoet Management

Source : Sandape, Fryburger & Rotzoll *Advertising Ti'.eory & Practice .

.
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by Advertiser-Agency Productivify: Some piifalls

Advértising is an intangible product. Measuring contributions of various people or client
ana agency side w productivity 1s difficult. In fact, measuring and predicting the productivity
of advettising is itself subjective. However, some studies have clearly pointed out the factors
that hinder a productive relailonshlp between an agency and client. These are ahe pitfalls to
be avbided:

Weilbacher in “Auditing Productivisy™ has listed the following factors in advertiser-agency
relationship that hmder productivity. In chem organisations it identified the following
factors :

Quality of stafl factors

Too many unproductive/unnecessary meetings.
Not giving agency encugh lead time.

Tnability to plan ahead.

Unwilling to experiment/take risks.

Tnability to adhere to schedules.

Company unfamiliar with agency cost constraints.
Too much reliance on rescarch/not enough use of judgemem‘;
Company unwillingness to take a position.
Unwillingness to listen to other points of view.
Too much “change for change’s sake”.

Lack of umdour

Failure to show initiative.

Failure to 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 ugency work at company.

Management participgtion factors

Client unwi]ling to commit sufficient funds.

Too much personnel turnover. - '
Not enough senior manzigement involvement.

Communication factor
Failure io follow established lines of communication.

Ta provide a more productive relationship the same study recommended that advertisers
periodically review and evaluate the agency’s performance actass a broad spectrum including :

Does the agency organize itself effectively to work with the advertiser ? -

Dioes it staff the account with compatible, productive people ?

Does the advertising process with its attendant work flow move smeothly ahead ?

Does the agéncy remove 1rr1tams in the relationship as they appéar ?

- Is there-evidence of agency mvolvement in and powerful thinking about the client’s
busmebb e .

Does the agency’s creative and media work respond to the needs and perceptions of ibe client
arganization ?

Does creative and media work proceed smoothly through advertiser review processes, of is
there continual bickering about and acerbity in the presentation of the agency’s work ?

Do all of the agency’s depariments make a distinct contribution to the advertiser, or are some
departments inept or ineffective ?
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- business policy matrix of the chient L.e. whether itis classified as a “star”, “cash cow

~ been discussed eartier in this course.

Activity 3

With respect 19 your own organisation, o any other organisation that you are Tamiliar with, .
describe the division of work betwesn the organisation and the agency. Also compment upon
factors that you think are inhibiting productivity of this relationship, in each case.

16.6 PREPARING FOR THE CAMPAIGN

How the agency should undersiand the product and market :

Before embarking upon advertising, it would be uschul if the agency could devgte some time
on understanding the product and the market. Such an excrcise is essential especially when
the agency is beginning work on a new account.

Such an exercise should ideaily start with a cornprehension of where the product fits into the
" <oil
well” or “Dog”. This is impoertant at fimes. Occasionally it may happen that even thouzgh
‘the market is showing fairly reasonable rate of growth, the client may be disinvesting frora
the prociuct and indusiry. This happens when the alternate new ventilres Ine is concentrating
on have far more potential for the future. International movements of technotcgy and
products usually follow this pastern. Take the latest case of even Korean and Taiwanese
Corporations showing a keed inclination to opt out of e global 35.5 e (14"} Black and
White television market, Thiz keeaness is motivated by & desire to free resourves for high
techoology areas where rates of growth are far more promising. The point of raising this
issue hers is that when an agency is entrusted with a product that is as “oil well” for the
comnpany, there may be an unwillingness on part of the cliznt to aliocate high£:" funds to it
That may nci be due so lack of understanding of the markes but due to inertia and conflict of
interests with ongoing brands which are bringizg a good cash flow. It is impostant for the
agency to ke a forceful presentation for higher allocation of Ludget for the product, may
be at the cost of cuiting its own budget for an on going product. '

At the next stage it would be useful to apply the ca'noepms of product management thai have
A stﬁdy of the stage a: which the product is in its product life cycle would be yary revealing .

in relation (o the marketing sirategies which will be appropriate. This could npruralty make
claar the advertising cbjectives to be set. : ' : ‘

A brief overview of the product-market integration would wrovide useful longfun inputs io
the advertising strategy. Boree and Arens in “Contemporary Adveriising’ have recommended a
study of the product market, distribution, pricing, promotiﬁrs"iis-a-vis competidon along
this structure. i :

1) The Indusiey

a Companies in tadustry : total salds, sirength, etc.
o Growik patiesns within industry ; primary demand curve, per capiia
consumyption, growth potential. _ ’
¢ Mistory of industry : wechuological sdvance trends ete. :
o Characteristics of ladustey distribution patterns, indwsiry control,
promotional setivity, geographic characieristics, profit patiems, etc.
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4)

6)

7)

8)

The Compeny

¢ The company story @ history, size, growth, profitability, scop_é of business,
competence in varicus areas, repuiation, strengihs, weaknesses, eic, .

The Product or Service

o The product story ¢ development, quality. design, description, packaging, price
structure, uses (primary, secondary, potential), seputation, strengths, weaknesses,
BiC. ' ' .

o Product sales features ; exclusive, non-exclusive differentiating qualities,
product’s competitive positioﬁ in mind of consumer, e1c.

® Producl research : improvements planned.

Sales history

» Sales and sales costs by producl model, sales districts, erc.
« Profit history.

Share of market

e Sales history industrywide : share of market in rupees and units. -
« Market poiential : indusiry trends, company trends, demand trends.

The Market

»  Who and where is market, how has market been segmented in the past, how can i
be segmented in future, what are consumer needs, attitudes, and charscteristics ?
How, why, when, and where do consumers buy ?

&  Past advertising appeals which have proved successiul o unsuccessful in speaking
to consumer needs.

»  Who are our customers, past customers, future costomers? What characteristics do
they have in commen ? What do they like about our product ? What don't they
fike ? '

Distribution
History and evaluation of how and where product is distributed, current trend.

e Company's relationship with and attitodes of membeis of the distribution channel
toward productfcompany.

o Past policies regarding trade advertising, deals, co-op advertising programms, €ic.

e  Status of trade literature, dealer promotions, poini-of-purchase, displays, etc.

Pricing policies

« - Price history ! trends, relationship to needs of buyers, competitive price

.9

10)

situation. .
s Past price objectives : management attitudes, buyer atinudes, channel
attitudes, etc. :

Competition

e Who is the competition ? Primary, secondary, share of market, products, services,
goals, altitudes. What is competition’s growth history and size ?

» Strengths of competition : sales features, product quality, size, etc.
Weaknesses of competition.

e Marketing activities of competition : advertising promotions, distribution,
sales force, etc, Estimated budget.

Promotion

Successes and failures of past promotion policy, sales force, advertising publicity.

" » Promotion expenditures ; history, budget emphasis, relation tp ‘competition, -

rend.
Advertising programmes : strategies, themes, campaigns,
Sales force : size, scope, ability, cost/sale. !

Harry Hansen has given a simplified structure which many agency executives not f'ami]ia:)
with marketing can {ind useful. ’

Listed below are characizristics of five product groups and their marketing mixes.
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Part A : Product Group Characteristics

PRODUCT GROUP
1 I i v v
Cigarsttes,  Groceries, Radio and " High- Elgctric
Candy Branded | television quality EENeTators,
Product Bars, _ drugs and sets, hou- cameras, Steam
Examples Razor cosmetics, sehold app- Ao, turbines,
Blades, - Herdware liances, High Electronic
Soft ) products, Wornen's quality Equipment,
drinks Industrial suits, furmituze, Machine
supplies Auto tyres, farm Taols
Sporting machinery
escquiprment
Product Characteristics -
iy Unit Value Very Low Medium to High Very high
Low high
2y Significance of Very Low Medium High- ~ Very High
each individual Low . ’
purchase to
consurner .
3 Time and cf_forl Very Low Medium High Very Hiph
spent pufchasing Low '
by consumers
4] Rate of techrolo- Yery Low Medium High Very High
gical change fia- Low
cluding fashion)
%) Technical Very Low Medium to High Very High
complexity Low High .
6  Consumerneed for  Very Medium to Medium High © ' VeryHigh
service (hefore, Low High
during, after sale) .
7 Frequency of Very Mediom 1o Low : “Low Very Low
purchise High High .
B)  Rigidity.of Very Medium to Low Low Very Low
consumaption High High
9 Exiem of usage Very - Medium to -Medium 1o Law o Very Low
(nurnsber and vari- High High ) High Medium

cty of consumers and
vanety of ways in

which product provides
utility)
Part B : Characteristics/Marketing Mines
Fricing Policy
Product Product Distritution Promotional Conirel Price
CGiroup Palicy Policy Poliey aver Variaticns
price
I - Omly ome, or Intensive Soid almost enti- Very Stable
very few ' " rely by consumer Liule
varieties udvertising
i Few Moderarely Sold primarily . Slight ' Slight
varieties . intensive by consumer
' ’ adverizing
m Several Some Consumer Moderae - Moderute
varieties selectivity adventising and ’
personal selling
) both needed:
neither
prechomminant
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- P'ricing Policy
Product Product Disuribution Promotional - Conwol . Price
Group Policy Folicy Policy ) T Vatiations
| (U Many Considerable Sold primarily ~ Significant Significant
varietics selectivity by personal
) selling .
v Different High Sold aimost Substan- . Substan-
for each selective entirely by ] tial tial
sale or direct . perscnal ’ :
sale to selling
customers

Source : Adopted from Gorden E. Miracle, “Product characteristics and Marketing Strategy”, Journal of
Marketing, Vol. XXIV (Fanuary 1965), pp. 18-24.
Reproduced from Earry Hansen, "Marketing”,

Activity 4 -

Analyse with respect to the last promotion campaign released by your organisatioh (or any
other organisation that you are familiar with) how the product group characteristics described
above have affected the promotion mix of the company.

16.7 THE ADVERTISING TASKS

The major decision areas in advertising are :

e Setting advertising objectives

o deciding how much to spend on advertising {(budgeting)

e deciding where and how often o spend it i.e. the media to be used and frequency of
exposure (Media Planning) :

¢ deciding when to spend i.e. how to phase advertising during the year
deciding what to say {Message design)

« Finally, measuring how well we ‘have spent the advertising rupee ie. Adveﬁising
Research. -

a) Setting advertising objeclives - :

When ctienis and agencies advertise to “keep their brand presence in the market” of “to create.

brand goodwill” it is an unbealthy sign. It shows a failure to define precise advertising

objectives. When defining advertising objective, the management should be clear about what

it secks to achieve out of the year's advertising campaign and even out of specific
advertisements. [H-defined goals make measurement of advertising resulis impossible.

Sume managers in the corapany lock on short-term sales to measure the impact of the
advertising campaign, otheérs Jook upon it as building the company’s image and hence look
a1 its long-term impact on sales. Both these points of view will always remain in the client
organisation. What is needed before embarking upon advertising tasks is a clear statement of
advertising objectives. h :

The advertising objective staternent usually reads fikz “10 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 through a market segmentation exercise. The statcment 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 10 35 years with 1 monthly ircome of Rs. 2500 and above, education of mietric & about
Execution : & residing in A class merro owns of Indja”.

A secondary Lérget audience say women between 2ge group of 35-45 and 13-25 may|also be
defined, ' '

Such an explicit statement of objeciive helps the clent and the agency 1o research af anv -
point of Lime, say after an year, how effective the advertising has been in achieving fhe :
tesults. Sometimes the objectives can be defined even more specifically “To create brand |
awareness measurable by aided recall in 50 per ceat of the target audience, to cicate iiterest
and inclination to buy measurable by unaided recall and stated brand preference in 20|per cent
of target andience.” Such a statement makes measurement of resnlis easier. ‘

Russel Colley ideniified 52 broad marketing communication goals that comparies ag opt and
towards which advertising may contribute, '

ti How much 10 spend B
The questicn of how much te spend oi advertising should be treated in principle as part of
the farger question of how much 1o spend on promaotien. The share of advsrtising udgeiwil}
depersd on how much is the share to advertising tasks within the promotional prografmme.
Kotler has aptly described the four common methods of setri ng advertising budgets as :

Affordable method o
Here the company s advertising budget is set en basis of what the company can afford. Joel
Dean has suggested thot everything above a respeciable ratinmn on capitai can be spent on

advertising. )

The weakness of this approach is that it igrores the current opportunities the firm hals which
adveriising can exploir. It does not loak upon advertising as an investnent that has th be
planned for the long-run. Also the arbiteiness involved in allocating the hudget is likely o
percolate o aliocations among products and termitories.

Percentage-of-sale-method Vam _
Here advertising budget is set as a specified perceniage of sales. Experience shows thdt -
companies foilowing this method usually set aside between 2% to 5% for advertising
expenditure. Though this method links advertising to sefling price and profit per unig, it has
been crisicised for being based on the circular reasoning of viewing sales as the cause [of
advertising rather than the result. Availability of funds rather than availabitity of apppriunity
,determines advertising. Experimental anti-cyclical advertising is ruled aut. Also the exact

percentage 1o sale cannot be decided theoretically, '

Competitive Parity Method :
This views competitors advenising expendituze as the norm to be vsed in setting the
company’s advertising budget. The logic is that coimpetitors expenditures represent the
collective wisdom of the industry. But the collective wisdom of the industry may not jbe
“wise”, '
Ohjective and Task method _ .
This reverses the trend of the first three methods where budgets were set first and allodations
for products and temvitories made later. This tethed builds up the total of advertising

appropriations required for preducts and territories fo meet cerfain 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 to achieve the|
objectives (iii} estimate the cost of performing these tasks. The sum of these costs is fhe
appropriation request: The sum of all appropriation requests is the advertising budget.

The one flaw is that this method fails to question whether the objective is worth pursving in
terms of cost. The real solution is to evaluate ebjectives in light of their costs and ¢hobse

the more productive objective. This would make it logically sound when expendituses fire set
with reference 1o marginal revenues and cost. ' '

- Kotler has also discussed the sales response and decay models, communication stage mpdels,
adaptive control models and competitive share models. The sales response and decay models
attempt te measure the direct relation between advertising expenditure and sales. Given the
shape of the salesfadvertising curve, the profil-maximising advertising outlay can be
determined. The communication-stage models decide the budge! by seeing ils effects on
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several intermediate variables that link advcrtising expenditurss to ultimate sales. It is more Managing Client Agency
useful when used with a microlinkage advertising modet called Decision-Mapping via Relations
Optimam Go-No Networks. Adaptive control models make the assumption that pararmeters
of sales response to advertising are not stable but change through time. Advertising
expenditlures should be set each period in such a way as to yield information about eurrent
level of the sales response parameters. Competitive share models assumne that market shares
in the long mn will tend to equal marketing-effort shares. A businessman would express this
“to gar a 10 per cent share of market, you have to spend roughly {0 per cent of all
marketmg funds.

¢} Yhere and how often fo spend the budget
For Medis planging, the first clue is given by ihe target sudicnces media habits. The product
itself is an important factor in choosing the media. New products whose usage has to be

“explained are best shown by dernonsiration. The tea bags usage for exampie was

demonsiraied on TV with the slogan of “dip, dip, dip”™. Hence television is an important
medivm for such a produce. For colour film where quality of colours captured is to be
shown, eclour magazines will be a good fnedia. For local advertisers, hoardings and local
newspzapers will be found more useful than other media.

Though television is an expensive medium, if we have & national product it may become
very cost effective as its cost-per thousand will become fow,

Though Media p]annmg 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 computerised media selection models were made. In the Indian
context the earliest and most well structured model is Dr Mote's model. In the advertising
market place Press Evaluation Models are also available.

d) When to spend

1y The phasing of adventising is also a decision to be taken by the agency.

Assumiing that the sales cycle follows a cyclicai scamnal pattern. Some aiternatives of
advertising ttmmg are shown in figure
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. of advertising is made just before the demand begins to look up.

e) Deciding What te Say

~ brief given to the agency’s crealive department,

“In(d) the advermmg expenditure is kept constant throughout m‘espectlve of the c)chcal

nature or scasonality, This helps keep consumer awareness alive even in the sales threugh

. Alternative (ii} is an innovative aliernative when maxirnumn advertising is done during the

lowest sales period. This approach may be useful in making conswmer demand less cyclica
in the long run, This approach may not apply to seasenal products for e.g. 0o amount of
advertising for wocllens in summer can bring dernand to what it is in winter months, Ang
cyclical advertising can ai best only play on the (heme that suramer s the right time o bu
winter products because you get them at a bargain. Alternative (iit) is found to be quite
popular among advertisers. Through it gives advertisers retumn for the advertising rupge int
short run, no long-term thinking to steady the demand pattern is made. Alternative (iy) is
based on the thinking that a minimum threshold level of advertising should be rmainidined
throughout the year. This helps in making demand non-cyclical in the long run, The thrast

The assumption is that this is the time when potential consumers begin fo think about the
product purchase. |

‘Advertising at this time would have the maximum impact because rate of growth of demand
is to be the highest. When rates of growth of demand drop advertising is alse curtailed. Since
there is a time-lag between advertising and sales hence adwmsmg peak commes before the
sales peak. : .

2y Kotier has discussed Forrester's and Knehn's approaches to help the advertiser determine
seasonal timing for advertising budget. Knehn's mosel is for frequently purchased, highly
seasonal, fow cost grecery products. He showed that appropriate Liming pattern depends upon
the degree of advertising carry aver {an advertising carry over of .75 implies that current

effect of past advenising is 75% of its level last month} and the amount of habitual

behavi , sugpests that lagged

time relationships of advertising on awarencss and sates be studied. Sales also have a lagged
impact on advertising expenditures. He recommended that these time relationships be studied .
for the individual campaign and formulated mathemaically into a digital computer

simblation model.

Activily 5

Study the television ads of one consumer non-durable, one durable and one service product.”
What are the variations in ad»ert:xmg, fiming paln.mx in these cases? What reasons do you
think justity the fiming p.tucms in each case?

A critical decision facing the account executive in the agency and the client is to judge the
output of agency's creative afier a marketing advertising brief have resulted in he creative

Kenneth Rowan and Jave Mass in their book “How 1o Advertise' have given 17 strategy
checkpoints which the clientand agency should kecp in mind when designiog and evaluating
the creative straiegy. These read as fullows:
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1) Make the Creative Strategy fit the M_arketing Plan
_ Al the 4Ps of Marketing should be in harmony. Advertising should not take off in a
different direction that one than the product, price and packaging are going.

Take the cxample of 2 maped. It is an economy vehicle targeled to those who cannot afford
other two-wheelers and find the bicycle below their di gnity. The product and price arc talking
the language of economy. Hence adveriising claims of low fuel consumption like 80
km/litre make more sense than trying to make a sole claim o how goad it jooks.

Another good exarnple of harmony between creative strategy and markeiing plan is Bureka
Forbes Vacuurn cleaners. The company decided upon the marketing of thiz product direcily to
consumets through their sales force. Given this marketing brief. the campaign instead of
concentrating on the product alone, tried to position the Eureka Forbes Salesman as a
friendly person who is an “uncle” to the childrea at home. To avercome the housewives by
some direct sclling companies. The purpose of the Eureka Forbes campaign was only ©
briefly interest the customer with the product and to create a helpful predispasition towards
the company’s sales force when they knock at the doer. If the company had gone thf'ough
dealer network, the focus of the campaign would have becn toially descriptive towards this
new produci in the Indian market. :

2) Keep your objectives ressonable

Take the case of iced tea. The Indian consumer wes in no mood to change his habits or take
ihe case of a company who tried to give canned food over 2 decade ago when the proportion
of working women was not so large and the joint famtily system was stili prevalent. The
Indian customer refused to change his habit,

A good campaign should address itself to a specified target audience and not 1o everybody.
Over ambition destroys a good campaign. Similarly don’ry to seil a product for all
accasions. Attempling to change people’s habits is not advisable. Asking people to change
iheir brand is simpler. :

3) Make your sirategy easy to use

Thc Maha Cola strategy [or exampie could read as follows :

Offer the brand loyal Campa Cola customers in North India an incentive to try Thums Up.
The incentive should be such thal ene can’t refuse. Ulimately the customer should take
noiice and finally try the product. Repeated trials of our prodi.ct would change consumers
taste.

The marketing strategy gave a bigger cola drink while advertising calléd it Maha Cola,
comparing it visually with ihe usua! smaller boitle. The baseline surnned it up as ‘More
Cola, Same Price — The Bigger refresher’ )

The strategy should be as clcurly defined as possible. It should not leave any room for
misunderstanding: It should be.precise ancl crisp and yet should give an idea of the backup
rationale, :

4) Be Single minded .

An example is the Superphone campaige which launched their office intercom with a simple
headline which made the most important product advantage very clear. It read V'If you want to
talk, you don’t have to walk™

In best ideas are usually simple. This comes from giving the copywriter a pood single-
minded proposition about the product.

5) Siate a business Objective

Help the customer focus in on what action he should take after hearing your message. Do
you want the consumer to increase producs usage ? A good example is increasing the produci
usage of a shampoo from the hair to the full body. Another objective could be widening the
market. The latest television udvertisements of a populir shampoo show its usage for school
going girls increasing the size of the target audience for shampoos.

6) Decide where your business is geing to come from

This implies not only understanding who yoﬁr targei audience is but alse understariding from
which other products market can you steal your share. This is especially so when your
product is ne longer new and needs to bring new comsumers in the market for its growth
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2} Advertise what’s imperiant, not whal’s obvious

Take the eian:ple of Rasna. It identified children as the primary targer audience and used
children to bring in adults 100 in the target audience. When rafes of growth of product began
to stagnate 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, Clearly, they sought tp

ity a dig at

the tea and coffee market, But considering that they are fighting habits, their sictess would

be slow.

7} Understaad 3;021;- target auwdience

A good campaign goes beyond product atiribute to understanding the customer, Doesn’t

Charles Revlon say “In our faciories we produce cosmetics, but in our drug storp:
hope”. A goad creative execution can Jook beyond price barriers, beyony age anc

s we self
tncome. A

study of consurner attitudes and usage paterns helps the copywriter talk directly|to the targer’

audience., :

A good examplé is “Lalitaji’” of Surf whe conld talk dcress Mirma's price barrier|to attitudes
of those housewives who don’t want to buy cheap apples for their family but will select

only the best apples, :

8) Make a meaninglai promise

For zdvertising to do its job, the praducts benefit or promise to the customer mbst be strong

and meaningful,

Swif's claim that /2 kg. of Surf equals a kilogram of ordinacy washing powder
examaple of the forceful promise,

%) Support your premise :
Making 5 promise ztone ¢ not sufficient. Suppoit the promise preferable with e

5an

idence or

demonstraticn. Billions of dollars and millions of rupees have been spent advertising six
adiectives ; white, cool, power, refreshing, relief. But why should the consumer believe

you ?

Crlgate tooth powder tfics to visuaily demonstrate its supericrity over local brands of black

‘dant manjan’ whick it tries o position as cosl. Gold Cafe tries to demonstrate f
superiority of its coffee over other brands in its Gold Cafe challen ge ads.

10y Set yourseli apart
A critical element o suceess is the ability to find a vacant niche in the market. .A

e.

void a

positican_ihg which is exactly the same as your competitors, If your product is in the same
general area as the competition, build in some element that will set your brand apart.

Pasitioning can be done on many variables. Even usage. Take the example of tiles. All tile

manufactiirers 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 large segmen
praviue a new brand with a new positioning slot.
A predect can even position itself on distribution, Tea City Is one such example]
of a chaio of retail cutlets selling different types of tea of a company with sub-br.

11) Give ynar product a distinctive persenzality
This is hard to co. It imiplies giving your product a personality that goes beyond {
fes=If, its an aura vhat helps set the brand apart from others.

Oanida achieved this in the tclevision markes. Is devil gave ihe brand a long-term

lts obvicus what Mitkmaid is. But its not so obvious what it can do. Hence the ¢
Milkenaid informs you about what all Milkmaid can do for you.

13} Think zhead :
Try and be first with a product, Onida suecess lay in the fact that it was among th
brands to introduce the *verticz!” look elevision. Later Videocon's success lay in

introduction of tha flat square TV offering ‘comer-to-corner’ exciternent and the p
picture” Television. .
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‘14) Keep your straiegy up-to-dmte ' Mamaging Cllent Agency
Realise that ihe world is changing. Analyse your produst ard ite positioning and see where ' Relations
its open for attack. Ctherwise, one fine moming there will be an HCL o chalienge Modi S
Xerox copiers.

15y Bew’t change your straiegy without goed reason

Leca Cola tost to Pepsi Cola when it changed its product and swretegy, forcing it to revert
back 1o the earlier sirategy. Taking a hard leok af tise afl parts of the business is essential
before changing the strategy.

16) Put the sirategy in writiog . : \

A wriiten strategy will guide you when you fall in love with a cainpaign which is creative
bzt doesa’t position the product where you warded it to be positicned. The first guestion ©
be asked of any advertisement is “Ts it on strategy 77

17} Hava a betier product
Thiis is actually rhe £irsi point : But ite been placed here 1o hi ghlight that s beiier produc,
almosi aiways wing in the end.

) Determining dﬂ%’?i‘“ﬁ!ﬁg Effectiveness
if all the marketing tasks have been executed s planned, the sales graph after 2 time iag ia
the best determinant of advertising effectiveness.

‘T measure advertising effectiveness in the short run, say imredistely after the campaign,
we nesd 10 go back to our advertising ohjectives. Well defined adveltising objectives make
the research objectives easy to fonmalate. The goncepts of market research apply to
advertising research and need not be repeated hera.

Memory tests are frequently used in advertising tesearch. Memory tesis are brokea into two
categories : those - siressing recognition and those stressing recall. Philip Kotler describes
these as feliows ;

The recognition test, probably the most w.Jely used to copy tests, consists of a respondent’s
thumbing through a magazine and reporting which advertisement ke recognizes from a
previous exposure. Various precaution- are taken 1o minimize the respondent’s inaccuracies
and biases.

The recall test is less subject to carcless response, in that the subject is not shown in any
advertisements. In the unaided form of the test, ke is asked, “Whar advertisements have you
noticed recently ? ™ In the aided form of the test he 15 asked, "Do you remember the ...
advertisement ? * High recail is taken as a sign of the adverisement’s superior
aktentiongetting power. i

- In addition te these standard methods, sorme agencies now use clectronic devices to record -
voluntary and involuntary reactions to various advertisernents 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 ciient agency relationships, desctibes 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 overview of the entire process of advertising.

16 9 SELF- AS‘ESSMENT QUESTIONS

) Comment upoﬁ 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

{ __referehce to (a) an established consumer dursble (b) a newly introduced sofi drink.

J 3y Explain the flow of work in an advertising agent.
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Advertisiag Planning and ~ 4) How is the promotion policy affected by product characteristics 7.

Execution
5} What are the various fiming patterns used in advertising. How do these vary over

product classes? Explain with examples. ,

16.18 FURTHER READINGS

Sandage C. H. and Fryburger Vermon, Advertising Theory and Practice, Richard D. Irwin
Inc. Homewood, Iliinots. '

W. H. Bolen (198_1). Adverrising, Tohn Willey and Sons, New York. C. L. Bovee and W.E,
Alens (19823, The Contemporary Advertising, IRWIN, foc. Homewood, Illinois.
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UNIT 17 MESSAGE DESIGN AND
DEVELOPMENT -

Ohjectives

Afier going throwgh this unit you should be able to

explain the importance and relevance of messa ge design in communication-framework
discuss the tools used to create messages :

cormment upon the order of presentation
describe the principles underlying message developruent.

o8 5 P

Structure

17.1 - Introducticn

17.2  Message Design and Positioning

[7.3  Message Design and Marketing Gbjectives
174 Message Fresentation '

17.5  One Sided Vs, Two Sided Messages

17.6  Message Developiment — Meaning and Tools
17.7  Size and Shape

17.8  Headline

179  IDustration

1710 Body Copy

1711 Colour _

17.12  Composition

i7.13  Mgssages and Creativity — Cne Final Word
‘17.14  Summary ' .

17.15  Self-assessment Qucs'tions

17.16  Further Beadings

17.3 INTROCPUCTION

Before an advertisement appears in public, two activities must be undertaken. Figst, what is
it that you want to say (i.e., Message Design) 7 And second, How do you want to say it
{i.., Message development, including execution).

This Upit deals with these two important aspects of communication.

17.2 MESSAGE DESIGN AND PGSITIONING

Message is the idea, or other information that the markerer wishes to convey to the
consumer emphasising the importance of message design. Ogilvy said, “iny original magic
tantem started with the assertion that posifoning and proinise wers more than half the
bakile.” :

True. But spotting the uniqueness or association of the product that will help the adverliser,
win a place in the cotsumer’s mind isn’t easy.

Azt excellent example of brand positioning is Maggi instant _noodies. In the book Brand
Positioning, the author Subrato Sengupta writes. '

The above exarple helps us in understanding positioning, the key word 1o modem-day
advertising. Position of a product is what the consumer thinks about it. And not what the
markeier feels about bis product. Identifying and applying consumer's trug menial
perceptions of fhe product in your communication is what message design is all about.
While designing the message for a certain product, secking answers to the following seven
guestions will gencrate a lot of insight. These will begin & chaip of more questions and
fuither probing, that might be undertaken, if necessary.
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Advertising Plannmg and
Execution

Activity 1
1) What kind of product is it 7 Identify generic product category

2} Who are the people going to use it ? Identify the segment,
3 What are the special attributes of the product and how is the censumer going tebenelit 7
4}  Who are the compelilors ? What is then promiqe %

5)  On what occasions and how frequently [h]s product could be used ? identify prospect
requrcnems

6) How is this product dil_‘[crem'l‘rom the other in the sarme product category 7 Orisita
new product intrinsically.

h What wouid you like your consumer to perceive this brand as ? What position should it
take ?

Answering the above questions would give you a fair idea as to what ?

A well conducted market research helps in finding out answers 10 some of these questions.

The remaining have to be answered by the advertiser and his advertising agency. The amount
of risk an advertiser can take and the creative poiential of the agercy decide the foture of the
product

‘Through consumer research the company {Food Specialities Limited) felt that the racst
profitable position (for Maggi) would be as a tasty, instant snack, made at home andl initially
aimed at children. The target market was the in-home segment of the very substantigl snack
category. This positioning decision automatically determined! the competition which|inctuded
all snack products in general. These would range from ready o eat snacks -— biscuits, wafers
and pa:anuts —t0 ready prepared snacks such as samosas. All were bought owi items.”

“’l"rad:tlonal pasta products {Chinese noodles and macroni) were considered to be neay.

- Competitors forming a rapidly growing product group. But they were invariably used for

meals, requiring a fair amount of cooking time and garnishing was essential.”

“Maggi Noodlés was launched in Dethi in January 1983 and it became an overnigit success.’
The reasons ? Elaborating further Sengupta writes.

“Magpi Noogles, as market results show, found a vacant strong posmon and sat on it as “the
good to eat, fast to cook™ anytime snack,”

17.3 MESSAGE DESIGN AND MARKET]NG
OBJECTIVES

The message is the thought, idea, anitude, image or other information that the sendgr wishes
to convey Ig the irgended audience. : '

. The markelcr s objectives tend to vary w1th audience. Objectives in communicating with

sale, (2) creating brand awareness, (3) getting them to buy the product, {4) reducing their

consumers, for example, may be one or all of the following: (1) informing them wIdl is for
vneasiness afier the purchase is made. The marketer's objective with intermediary ¢

stomers

|
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is to gef them to stock the product; with other snanufacturers, o get them to buy the product
and use it ig 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 such a way that they will fall within the consumers’ zones of understanding and '
familiarity.

To attract the attention and interest of their target audiences, marketers start thewr
advertisements with an appeal to the needs and interests of the audience, and end with an
appeal relevant to their own needs (with an effective sales closing). Advertisements that do
not conclude with an *action’ closing tend to provoke much less action on the part of the
consumer than those that do. Table 1 lists twelve techniques summarized to make messages
mere memorable and persuasive.

Table 1: Communication techniques thst make messages memorable .

I, Getihe audience aroused.

2. Give the audience a reason for listening.

3. Use guestions 10 generate involvement,

4. Cast the message in terms familiar to your audience and buikd on points of iaterest,

5. Lise thematic organisation — the material ogether by a theme and present in a logical, imeversible sequence.

6. Use subordinate category words; i.e. more concrete, specific terms, (Example : duck rather than bird, duck
being a subordinate word wo bird). - '

7. Repeat key pointe.
8. Use rhythm and riyme.
9. Use concretz rather than abstract lerms. I

12 Usethe Zeigamik effect—leave the audience with an incomplete meésagé, something 1o ponder so that they
have to make an effort 1o achieve closure, :

11, Ask vour audience fer a conclusion.

2. Tell the audicnce the implications of their conclusion,

17.4 MESSAGE PRESENTATION

Messapes can be presented in two ways — Central and Peripheral. The former use the direct
and central roule to persuasion. A well documented ad, giving rational advantageé and
disadvaﬁtages of the product initiates active cognitive information processing (Central
presentation). An example could be the ad for Voltas refrigerator walking rationally of variows
product features in the ad tormat.

Peripherzl message was for exaniple scenic backgrounds on title music on the other hand
provide pieasant association, aid recall and provoke favourable inferences about product
advantages, -

Research bas shown that messages that are consistent with the self images of respondents
tend to take the Central route. Information relating to quantitative aspeéts generally rely on
peripheral like the spokesperson to affect interest.

Some marketers Gistinguish between rational and emotional appeal presentations. The.
distinction in the two approaches can be seen in ads that make heavy use of emotional,
symbolic cues as against straightforward presentation. An example would be the message for
ceascfire fire extinguisher. On the other hand researchers argue that it is impossible 1o desigh.
a completely rational or a completely cmotional message.
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17.5 ONE-SIDED VERSUS TWO-SIDED MESSAGES-

‘competing brands.

Showld marketers tell their andiences only the good points about theii products or should
they also tell them the bad (or the common place) 7 Should they pretend theirs is the only

_ product of its kind, or should they acknowledge competing products ? These are very real

strategy questions marketers face everyday, and the answers depend on the naiure of the
audiznce and the nasure of the competition.

If the audience initially favours the communicater’s position, or if it is not lkely 1p heer an
opposing arpument, then a one-sided (supportive) communication that stresses.only '
favourable information is most effective, However, if the audience is critical or friepdly, if it
is well educated, or if it is likely to hear opposing claims, then a two-sided (refuiationat)
message is most effective.

Some recent research suggests that claim credibility can be-enbanced by actually diskhatming
superiority in some product features in relation 10°a competing brand.

Cornrmunication researchers aot only heve explored the probiem of pessuading audicnces 1w
take some prescribed action (e.g. to huy a product). but also have investigated ways o keep
existing customers safe from outside persuasion. Their findings suggest that two-sided
appeals containing both pro and con arguments about the brand serve to inculcate consuwners
against argaments that may e raised by competitors. In effect, this straregy provides
consumers with connter-arguments with which to rationalize against future atiacks by

A practical illusiration of two-side advertising is seen in comparative adveriising, a
marketing strategy used by increasing numbers of marketers. Recent examples seen i Indian
Media are Rin and Nirma, HCL and Modi Xerox.

Although compalﬂt;ve advermmg is widely used, it is not without critics. Researchers
dispute its effectiveness in aiding message recall. Some maintain the message- -recail
effectiveness of comparative ads is somewhat higher than that of Bdb which do not f,xplzcally
name the compeiition. . : ‘

17.6 MESSAGE DEVELOPMENT—MEANING +ND_

TOOLS

‘intelligence and imagination in any field.

_ Television, Radio. Print, Hoardings, Direct Mail. These are just 3 few channels, among

countless others, through which a marketer communicates his ideas to his prospect,|the
CONSUITET. '

And what is the result of the proliferation of a variety of products and an ever growing
nuinber of marketers 7 A lot of communication. §n all directions. From all Directions.
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 1o the difficuli sk of
persuading the consumer 1o act favourably.

Like any other mode of communication an effective ad 100 emerges from a powerful lidea.
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 la.nguagc to which the consuimer is likely to fespond
best. And this requires a lot of creativity. The success of the idea deperds on this translation.

On creativity.

Credlivity is the quality of being able 10 produce original work or ideas by human
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We have come te an important juncture now. Can originatity be described znd explained in . Mfssag; DEEIiEﬂ émi
i tead : N evelopimen
the limsited few pages that follow 7 Of course nut. el

A mew croation can win praise of people enly if it is cotpletely new. Something that had
never existed before. ' ' '

Tt would you not call a man at s2a alss croative Whe improvises a raft from drifi-wood, He
devices something frore what is at hand. The idea of & raft is 1ot new, but preparing one
from available muterial does ool for a lot of creaiivity.

Naturally, our siedy tooches upen originclity and imprevisation, both,

For creating a good ad there are a few tools that are normally used. These are like chikel and
sualiet, for ransformning ideas inio meaningful shapes. These e the means lowards
achieving the gozl

Tmporiant elemeﬁts in print ad_vertising' are
1) Size end Shapes

2y Headline

2y 1Mllustration

4y Body Copy

5y Colours and

6) Composition

These elements are used to design and develop the message in a way that the basic abjective
of communication is filfilled. Be it informing the consumer about the sale, or persuading
him te buy the merchandise or simply creating an awureness about the brand.

17.7 SIZE AND SHAPE

In 2 print ad one s1ants with a specified size of the advertisement. This is mvariably
determined by the advertiser. It depends upon his advertising budget. Larger the budget,
bigger the size selected.

But even within the limits of availabie space, one has flexibility in shape.

Shapes are of immense importance. They have expressive characters, A lot of non-verbal
comunication takes place through the shape of an advertisement,

- Here are a few examples, An advertisemeni presented in a square framework communicates a
static, unyielding and formal image.

A rectangular shapé ‘wiib the tonger side placed vertically, conveys dynamism. Where as a
rectangle with the longer side horizontal is a messenger of peace and tranguitity.

Appropriate use of shape supplemenis the message carried by the advernisement.

Shapes have beeu of particular interést to alt serious advertising men. Naturally, there has
been a lot of research in the field and people tend to use the findings profitably. Details
follow : .

Line
The line can communijcate direction, motion, speed, as well as physical and emotional raits;
depending on how the line is used.

When its horizontal, it can depict 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, horizomtal and vertical lities creaie an equilibricm. They can also create a primacj
sensation of balance to produce a solid, satisfying feeling.
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Advertising Planning and Diagonal lines inwoduce the most dynatnism. They are highly active, A diagong! line aiso-
‘ [Execution represents a will or a challenge. . )

]
]

The other essential guality of disgonal arrangements is movenient. A diagonal ieads the eye
along it, moic than any other line. This makes it an extremely valuable device for leading
the attention in certain direction. '

Curves _ o
There is a sense of smooth movement along a curve, It suggests waves. Some associations
.of curved bines are of being gentle, flowing, graceful and elegant.

" Points .
A single point is the most basic element of all. By definition, a point has to bg a very smail
part of the tofai image. And i emerge out, it Must contast in some way with [its setting —
in tone or colour, for example. '

, ' From a purely aesthetic point of view, placing 2 point right in the middle of the frame may
te logical, but it is also static and uninteresting. Placed slightly ofi-cenire, the effect
becomes dynarmic. :

As 5000 as even one tore point is added, the simplicity is lust. The eye is induced to move
from cne point to anather and back. So, there is always an implied line connecting the

points.

Sguare and Rectangie

1n addition to what has already been mentioned about squares and rectangles, i) the beginning
of this section on shapss, a square is static and evokes a sense of stabiliry and secority. It

does niot suggest motion when placed on one of its sides.

Reciangles communicate differently when seen iny their horizontal format as compared 10 its
vertical disposition.

Triangies .
"Triangles have the interesting combination of being both dynamic and stable — pr wvided
that one side 15 a level base.

The triangle, however, can communicaie a chear warning to be cautiou$ -— danger ahead -—
or it can take on the menacing piercing of an arrow. It can also helpfully point|directions.

Circle
The circle, likened to the sun and the moon, has an earthy character that communicates
continuity, eternity, and peace, while also suggesting motion and sensualiy.

Circles have the most enclosing effect on the eye. Whatever it encloses immediately

becomes the focus of atiention. There is a slight tmplication of movement around the
circumference.
Activity 2 .
Collect 5 ads that have impressed you. For each of them, describe the use of 1e above wols
and explain how have they contributed 1o the effectiveness of the ads.




}{?,3 HEABLINE : . o ’ Mgssmge Design and

Development

Research shows that most advertisements are not read beyond the headline. If the headline
arouses curiosity only then the reader proceeds further. Matrally, the headline deserves more
attention and r.magmauon than other pacts of i.he zdvertisement. And to meke it a winner, the
following $ps’ could Be useful.

@ Jdeniify in the headline the kind of produci bemg advertised. This helps to atract the
prospactive consumer (o the advertisement. Take this example “/Asian Paints introduces
APCA Automative Paint”. Those readers who are mtelested in automative pamt will
carry on with the sest of the advertisement.

s Promise in the headline some benefit from the use of the product. ‘BANISH TUMMY
- BULGE WITH EASE’, this headline catches the aitention of the bulge conscious reader.

» Tipays to add some elemnent of news about the product in the headline. A new product or
" new ways to use an ofd product or improvements in an oid product. ¢.g., ‘Intreducing
Eveready Super with advanced Zinc Chloride Technology Super charged for maximum
power and life.” . .

» The readership of the headline is about ﬁve times that of body copy of ap advertisement.
- So it pays to include the brand name in the headline.

s Include the unique selling proposition in the headline. This requires long headiines.
Research shows that headlines of the words or more, containinig news and information,
seil more merchandise e g_, “ Allwyn Trendy Quartz Co-ordinates. Just one watch to
match every dress in your wardrobe‘

e Anclzment of curiosity in thc headline prompts the reader to read further.
&  Anatlempt should be made 1o make the headline memorable.

® Set the headline, and indeed the whole advertisement, in lower case. Capital Letters
are much harder to read.

Although every headline is unique in itself lent still some six types have been identified?.

1} News — c.g., ‘Innovations in Electronics’ an advertisement ¢f “National’.

2y Question — *Headache ?* Aspro
3) Narrative — ‘Unlike me; my Rolex never nieeds a rest.
4) Command -— ‘Don’t pay in Doliars’ 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
Collect t0 impressive headlines and categorise thern according to the types you have studied.
Which types. if any, can you select as being the most effective and why?
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17 9 ILLUS RATI@N

Most of the advertiserments contain some illuseration. The basic aim of the {llustration is to

atiract the reader™s attention o the ad\remsemem

Nexi, it must arouse cummty in the readet s mind o know reare abous ihe subject depicted
in i,

Like the headline, the illustration should alse convey what is being offered for sale.
In a good advertisement ihe iflustrarion suppotis the promise made in the Leadline.
Reszarch has shown that iilustraiions having a story appeal have ativacted mon readership.

The use of contrast for emphasis is another way of atiention. A small dot is just|as likely i
stand out it u crowd of large dots as a mammoth dot sirrounded by tiny ones.

Colour is also used for emphasizing corirasi. All celours of the rainbow are not pecessarily
the answer. A liitle dot of orange of red on an otherwise colourtess page can go a iong way.

- Another effective way to catch the reader’s attention is by being an exception 0 the
- contemporary style being followed by the competitors. The memory value of sugh off-beat .

advertisements has been found o be quite significant,

A series of illasirations showing different stages of before, during and after using the product
have been found o fascinate the readers. And they make their paint beiter than words.

%t is afso important to design the layont for the publicanien in whict it wili appear. It must
relate to the graphic climate of the newspaper or magazine which is to carry it.

It is also worth mentioning that the subject of the lustration is more important than the
technigus.

There arc several tools that the graphic designer uses 10 make an iliustration. T*I':J)ugh,_ cach
tool is capable of creating # distinet mood of s awn, they are also used in combination
whenever need arises.

Listed here are some tools.

Peneils, Flat sketch pencils, Charcoal pencil, Square pastel, Corpressed charcogl, Speed bait
pen, Craw quill pen, Lettering pen, Ruting pen, Yarious types of knives, Scraich tool,
Wood carving tool, Felt pen, Fine Sable brush, Lettering brusk, Chinese brush| Stencil
brush, Flat hrush, Smudger, Ruling compass, Stencils, Pelt markers, Various types of
paper, Several types of painis, Cameras etc., eic.

Recent addition to this list are computers..

One is also free to devise Bis own teols, if need be. In favour of using phetographs in
slusirations.

A photograph hias impact not only because of its intinsic beauty but also because of its
realisin. Ft is accepted by the general public that the camera always tells the truth. |

ithas been e, hasised in ihe advertisement circle that photographs, as & rule, sqore high ca
readership.

Foilowing are some good reasons for using pholographs in advertisements :

@ Reslima — With a technically advanced camera and film, today a versaiile
photographier is able to come up with nearly uadred per cend fanhful reprogiuctions. It is
sartieulariy tue for colour photographs.

Wher the product is an esseriial part of the picture, realism is particufarly desirable,
Nothing shows off tie appeiite appeal of food Eke photography. The texturg of textiles
var be caught in full spiendors,

w  Eonmediacy — In a photwgraph, the viewer becomes personally involved In the
sityation, feels his is actually thers. A sense of immadiacy 15 conveyed through a
phatograpt.
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¢ Creation of Lord to. believe situations through phctographs is a toot for am'actmg : Hemg_rﬂﬁieﬁnd
the reader’s attention towards the advertisement. The stock value of these picturesis ... . Development
largely due w rhe fact that they are presented rea_I:strca}ly ina pl_lotograph o .

“» - Intrinsic Beauty — The modem camera sometimes rivals the flexibility of the
painter’s brush. Today, many photographs are mistaken for paintings.

s Believability — A photograph leads readers to feel that they are getting nothing but
the truth. This is more s:gmficam when parucular features of a product must bc
(krmonsl:rated. .

1_7.10' BODY COPY

Ongce the headline and illustration succeed in getting readers aﬁention body copy takes caré

Research shows that if the first fifty words or 5o are able to fascinate the reader itis llkely
that he will continue with the whole copy: be it another hundred words or a couple of pages.
So, the copy should come to the point as quickly as possible, before reader loses interest.

The greatest biunder in a copy would be to telf a l:e The moment customer finds that he has
been cheated the product is doomed for fmlun: Tell the truth; it enables the product to lwe
longer in the market.

There is one very imaginative way of handiing any weakness of the pr(')duct; Here the. -
weakness of the product is admitted but it is counter-balanced by some very unjgue positive
feature in the advertisement itself. Example, Avis, we are No.2. We try harder.

This style has two advantages :
1y Itinforms the customer better about the product and this makes him more confident. ‘
2) ki prevents the comipetitors from attacking the product at its weak point.

Another point to note is that the consumer wants to get very speciﬁc factual information - i
about the product. And he deserves to be given all that he requires. The copy writer must
assume himseif in the consumer’s shoes and look at the pmblem from the latters point of
view. :

There is enough evidence from past experience that testimonials from celebrities fetch a very
{avourable response from the consumers. But all endorsements should reﬂect Crcdlblllly
Shallow recommendation seldom bears fruit.

It also-matter whether the message is delivered in a personal way or generalisations have
been used. A sincere personal tone of the copy gets imore results,

Simple language does magic. Small words, small sentences and also small paragraphs are the
ingredients of a successful copy. A friendly enthusiastic approach of the copy keeps the
reader with it,

Short copies are favoured, But there is no ban on long copies. In fact for high mvolvemem
products 4 Jonger copy is more desirable.

While writing copy. an atternpt should always be made to make the message memorable

17 l 1 COLOUR

If used well, colour can be by for the most powerful element in an illustration. Our response
to colours is much 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 at different levels, including some that are not always possible to describe.
Nevertheless, the difficulty of finding an exact terminology does not lessen the importance of
what Gaugin called the “inner force™ of colour. It is often more appropriate to say that we
experience rather than simply see a colour.
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M\remsing Pllnning aml
!‘.s-;cutmn .

iB)) .Visgal : © the ObjBL[l\'e 1mmedlately obvious 1evel

_fmm the royal purple robes of ancient Ureece to the ved carpet we roli out for dip!

. take away the colour and the message ls gone.

-In Japan green is assoclated wrth youth energy and t'utute while it sagmfies I ung

. Yet the following asso-ciationls of cblour mﬁy be safely used ¢

. brange' Fire Snd flames.

- Yellow The sun, light, 1llununauon H:gh 1mpact to c.itcn ih¢ consumer’s ey
_ particularly when used with black. : :

_Brown The e.mh wcods age, warmth and mascuhmty
_ .W_hiré : Day, inpocence, purity, truth, cold.

' Activity 4 .
Study coloured ads telatmg to both proaucrs and sérvices. Do the; colours used injth

. 'The effects of colour work mamly on three levels Soinetimes we respond to a!l lhree

srmuhaneously, at other times only to one ‘or twi. They are

non-wsual

) _Expressiyé : . the emouonal level evoking: sensatmns that are often subjectwe and

3 Symbo’li.: : the cultural level whcrc cerntain colouts and- cumbmauorrs arg as,soci_alted -

-with thmgs that we have been-brought up wzth

For describing colour dccumtely, Hs hue, bn]llance and samranon must be defirre
procrsron

Coiour creates msmnt rmpact. It isa vnal pfzrt of the first i imprassion created

d-with”

The mieaning of co]our has lnteresled men from all cultares through oot the centl}lrieﬁ —

Omatic

ioccasions. The robe and the carpet each signal its special message by virte of itg colonr;

An interesting fact to note is fhat ihic same colour may have oompletely dxffexent

reanings

for different races and cultums In Latin American countries purple is associated with death.

m Malaysia.

Red :. Blood, fire; révolﬁtion.,'

Green ¢ Vegetation, nature, feruhty of the fields.

Bluc : The sky, light-blue connores day, rhe calrn sea, cold Dark blue connules
the siormy sea. .

Gold : Majesty; riches, honour. .
Silver : Purity, the madon. -

Steel Grey : maturity, 'é'ld age, winter.’ }
Biack : Mlm ,mght conveys soph:sucanon. :

actually signify the meaning déscribed to them in the unit. If yes — How 7 -

le Sickness -

night and -
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17.12 COMPOSiTION

- By compos:t;on of an advertiserent is implied the manner of drr.mgemem af its dlfferenl

_ constituents; pamely the headline, the llluqmmon the budy copy and the symbol and name' .

of the company

Vana:wns in composition permit io put emphast% on one factor and as also to take it away
frum sorme other,

'Therc ure men in business who outright reject the dcslgn pnncnples of composition as a
basis of 5 goud advertisement. To counter it there is a study of outstanding advertisements
which reveals that all, without excepiion, follow the essentials of good composition. In fact,
an experienced art director follows the rulcs of composmon as a matter of instinet without
actualiy thinking about lt

Rules of composition are followed in every art form ever created by man. Oné ¢an bafcly say
that there can be no deulV uniess the rules of proportion are followed.

A poor idea remains poor oo marter how well laid out it is. bul a good idea has a chance of

‘success only if it is presented clearly on the page. The manner of arranging components on
the page has a lot to do with avtracting and controlling the reader’s attention. The subject has
also been investigated by s(:lentlsts who have ammived at conclusions about eye movement and
attention fatigue, :

There are no set formulae that can assure effective layouts. However, there wili be a great ..
nppnrtunity for successful layouts if the following factors are taken into consideration :-

1) Mi;vement

The reader approaches a page in‘a rather vague fashlon He is likely to start off near the
ptical centre, which is slightly away from the physical centre. The tendency of the eye is to
hegin exploration of the field in clockwise direction. And a moré thorough srudy follows the
initial survey if lhe subject is of i mterest

The natural tendency is 1o linger at the top of {he page. It has been found that the greatest
amount of time is spent in the uppcr Teft quartcr of the field.

The principles of design that causes the reader of an advertlsement 1o read the material in the
sequence desired is called movement. This can be achieved through a vancty of lechmques
listed below :

e Through the use of gaze motion — the plawm&.nt of people or animals in the

advertiserent so that their eyes direct the reader’s eyes to the next |mportant elernenl to
be read.

» By the use of mech.mlcnl dev ices.. such as painting ﬁngers, lines or arrows to direct
attention from element w element

e Through the use of comic strip sequence and pictures with captions that force ihe reader
‘ 10 start at the beginning and follow the sequence in order to grasp the message.

. By using white space and Loluurs 1o emphasize a body of type or an ilustration, eyes
will go from a dark element to a tight. from colour to non-colour

. By lakl ng advantage of the natural tcndency of reader to start at the tov left: omer of the
- page and proceed ona dlagonal Z. motion to the lower right comer.

® By using size itself, whlch attracts atiention because readers are drawn to the bi ggest and .

most doninant elcmanl on the page. And then to the smaller elements.

2) Balance

: T'he reference pamt that delermmes the balance of a layout is the optical centre. Balance is
the arrangement of the elements as they are positioned on the page — the left side of the
optical centrz verdiis thesright, and above the optical centre versus below;

* "There are two kinds of balance — format and informal,
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@ Borders around advertisernent to hold the element fogether.

e Judicious use of white space.

" to do with the image the artist desires to credte.

Activity §

Formal Bala_m':e : ,Perfect symmetry is the key to formal balance. Mawﬁed elements on
either side of the line dissecting the advertisement have equal optical weight. In advertising -
this is used to strike a dignified, stable, conservative image. .

Inforthal Balance : By placing elements of different size, shape, intensity of golour at
different distanices from the optical centre a visually balanced presentation can be achieved.
An object of greater optical weight near the centre can be balanced by an object of less

weight placed farther from the centre. Most advertisements are informa! balance because it
makes the advertisement more interesting, imaginative and exciting. T

3) .Contrast N N _ _ E
An effective way of drawing attention to a particular element i with the use of contrast.

Contrast in colour, size or style. For example, reverse print (while letters on dark

‘background) or a black and white advertisement with red border or an advertisement with an
 unusual type style creates coritrast and draws atlention. :

4 ) Proportion

_Elements in an advertisement are accorded space based on their importance o the complete.

advertisement. For best appearance, elements frequently use varying amounts of space in -
some proportion. Such as three to two, 10 avoid monotony of equat amounts of gpace for
each element. o o : _ o

5) Unity . :

Unity is the advertisernent’s bonding agent. Ii means that although the advertisément is made
of many different parts, these elements relate 1o one another in such a way that the '
advertisement gives a hanmonious impression. Balance, movement, proportion contrast and -
colour may all contribme to the unity of design. In addition, many other techniques can be.
wsed : '

o Type styles from the same Family.

» Overlapping one picture or element over another.

¢  Graphic tools such as boxes, arrows.

-

6) Contifinity . o
Continuity refers to the relationship of one advertisement to the rest of thie campaign. This ~ -
is achieved by using the same design format, style, and tone for all advertisements: By using
the same spokes a person is commercial. By incorporating an unusual and unique graphic
element in all advertisements or by the non-use of other techniques such as a logo, character
or a catchy slogan. ' :
7) Clarity and Simplicity . S _ o

Any element that can be eliminated without damaging the effect the advertiser is tymg to -
achieve should be eliminated. Too many different type styles, type that is teo small and
unnecessary copy make the layout complex too busy. It makes the advertiscrient 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 el
though the colour of the background miay be black or some colour other than whi
space can beused to focus attention 1o an isolated element. Put a vast amount
around a block of copy and it appears as if it is in a spot light. White space has

Select 5 ads that you and your fi iends consider most effective. Di_scuss, in the

of them, how have the principles of movement (wherever applicable). balance, |
and continuity been applied. ) :
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17.13 MESSAGES AND CREATIVITY — ONE
FINAL WORD

A very useful tip in making creativity work in an advemsement is, honesty for | purpose
What is expected of the advertisernerit ? Whether it should just introduce the product or make
people want to buy it 7 Whatever the pnonty, get it right. Understand the brief carefully.
The concept and theme of the campaign must dovetail with the hasic purpose for which the
advertisement is being made. It is very lmpm-mnt to know the scope of wmk And creativity
must help you in achieving the same in the best possible way. : ’

Creativity adds freshness, if the proditct is routine. i you want Fo 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, wouidn tit. ‘Look from different angles to
represent something which otherwise is not novel or exciting. One has to gp beyond what is
commonplace. what is already known, to be creative. -

Photographers use this concept very ofu:n

"Let us take for.example dny hackneyed subject, say, I Indla Gate. Every one has seen it.
Picture after picture tegisters on the mind. Now, the responsnbnlity of the photographer is to
* present the subject in a fresh, interesting way; to tell through the plcture ‘more than what

people know about it. One can choose different times of the day, or may be Lry a shot at
night.

Of course, the best result will come forward only &wher:l- ti:_e photographer has his definition
of the problem right. “What purpose should the pliotograph serve 7" What is its aim ?

Ries and Trout, in their book'positioning also menﬁoﬁ ab'oul creati'vity

“One of the great communication tragedies is to watch an orgamsanon go thruugh a careful
planning exercise, step by step, complete with charts and graphs and then tum the strategy
over to the “creéatives™ for execution. They, in tam, apply their skllls and the strategy
disappears in a cloud of technique, never to be recognised agam

So watch out. Think. Help avert such duastcrs Be creative in your own right. And also keep
away from the stereotype image of “creammy" as described by Ries and Trout.

Most creative peoplc are in a habit of thinking.’ Thnugh thm!(mg is a natural process, and
each one of us involve in it, are we uil capable of being creative ? '

1t is cogent thinking that leaos to crealivity

* Some experts feel that cogent lhmklng is almnst akin tophy51cal pain. Very few people can
bezr it and that answers why we have such as Sl numbcr of creauve people 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 1o the audicnce
depends. Making use of its elemenis like headline, body copy, colour, shape, size, order of
presestation and direct/peripheral approach to presentanon. a message secks to fulfil the
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communication objectives, effectively. The usiit suggesis meaningtul uses of these Lools and
elements for effective message design and development.

17.15 SELF-ASSESSMENT QUESTIONS

1)

)

»
4

“following products and services and why ?

Select two advertising chmpﬁigns and develop what y(iu think are the objectives of the
advertisements. How has the message design achieved/attempted to achieve these
objectives. -

Suggest what message strategies and order of presentation should be used for the

i} Disposable diapers
il Detergent

‘ iii} Fire Insurance .

v} Low Cigarettes
How do colour and size aftect the response 'o an ad. Mustrate with examples.

With the help of ads for two products and two services, ilustrate the use of headline and
space in creation of effective message.

17.16 FURTHER READINGS
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Irwin, Inc. Homewood. Illinois.

Michael Frew;:man, The Image, William Coliins Sons & Co. Lid.. London.
Eukince, Visual Puns in Design, Watﬁom(}uplill Publications, New York. .
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UNIT 18 MEDIA SELECTION,

" PLANNING AND

~ SCHEDULING .~ .~ =

Objectives . . _
After going through this unit y(_)u‘slmnld be ablz fo} - :
o explain the concept of media planning and the role f media in overalt markeiing an
- advertising plan : _ _ o
_ discuss the.considerations relevant to media sefection . '
s  describe the dominant factors in mzedia scheduling. .
Structure
18.1 Introduction -
18.2 The Meaning and Types of Mediz
18.3  Media Pianning: a P_mccss '
{84 Media Setection : a Process -
18.5 Media Scheduling :
" 186 A Final Word on Media Plans
18.7 Development of Media Strategy
J8.8 Summary ' o
18.9 Self-assessment Questions
18.10 Further Readings:

18.1 INTRODUCTION -

Media management involves one of the most crucial decisions for an advertiser in its -
objectives to reach effectively the target markets. The decisions assume further critical
importance with the wide avaiability of media vehicles and changing reading and viewing
pattems in buying public. For instance, markets have been flooded with a large assonment
of magazines in the recent times. Similarly a vast specirum of programmses are available on
televisions—as the captor of an attertive home audience. Not o be outdong, the hitherto
unfastiiliar media are now in vogue. Examples include matchboxes carrying product
advertisemams, o the postal stationery carrying marketing imessages of good and social
causes. Obviously, baffied the advertiser has 10 seek answers to thie following questions

a) How to spendihe defined funds altocaled 1o advertising and promotéonal activisies?
by  How tomach the media sudience }:v_ith' 1he'ﬂiaf§;::1 audience for the produci/service?

¢ How to tenefit from segsonal variations mostly prevalent in sales of afl goods and
services? : T e i : T

& How to weave media with the overall masketing effort?

This ynit aiiempts some answers itseil.

18.2 THE MEANING AND TYPES OF MEDIA

Media as 3 temm can be defined both from the users and the suppliers perspectives. To the
wsers of media i.e, adveriisers and awdiences, it iz “the mix of medivms that canry the
sduertisers message aad constitle as e vita link bztween the company that manufactures
and serves the product and the customer who buy or might wish [0 buy it.” It is thus 8
second rung of marketing commuficatior and is gimed at wider audiences focated at different
Places. : N
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nin_g and

‘®  Radio Advertising

, . Magazine
© @ Transit Média

‘e Speciality Media

Media suppliers on'the other hand, include the institutions that offer media. To ! _
“mix of service organizations which aim to fulfil the neéds of listencrs, viewers and readers
for information and entertzinment”. Note that the media ate not primarily and purely for
carrying the marketing messages. They render a far more meaningful and comprehensi
of beneficial services in which besides entertainment and information, marketing messages
are carried to the audience. Naturally, therefore, each medium will do its best for ing it
more attractive and claser to its audience. Also, these media themselves have to market to
the media users. Almost every medium— be it television and newspapers, has a safies and
marketing department to look after this particular function. _ '
b _ 5 . .
Types of Media : T
Advertisers face virtually an oceanful media choices, though marny of them may be |

following are the major types of Media;

e Directory Media
e “Direct Mail Media

e Point of Purchase Media
¢ Outdoor Media ~ -
¢ Newspaper M-edia

e Screen Media

e Television Media

For a deeper understanding of the qualitative and quantitative pictise of Media in India, please
refer to Unit 12 of this course. S o :

Activity 1 _ _
Choose a particular industry (e.g., comput@r or cosmetics) or a particular product line
(¢.g., home-refrigerators) and identify how many of the media mentioned above are actually
a) Name of the Industry

R T O AN

...................................................

summarily rejected as being irrelevant either to the product type or to consumer types. Thg -

....................................................

....................................................

....................................................

....................................................

....................................................

.....................................................

.................................................
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18.3 MEDIA PLANNING: A PROCESS | - S Planning gml Scheduling

Like any othe planning, media planning is done by specig‘iists who have ficcessary amount
of training and experiences. Normally, the media planning answers the following questions:

e When ? (the timing of the ad publication)

s Which 7 (the selection of the media)

e - How? (the co-ordination in media planning)
e Howmuch? (ﬂlé i)_udgeting'of thie ad resources)

Thus media planning is a process “of designing a course of action that shows how
advertising time and space will be used t6 contribute to 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. C :

Media plan is the enid 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 ! details the scape
of a media plan. : )

Figure 1 : The Scope of media plarning activities

The Sltuaii;m Analylsis The Marketing Strategy Plans  Creative Strategy Plan .

. Purpase: Te undérstand the Purpose: ‘T plan activities _ Purpase: To determine what .
marketing problem. An * which will solve one or more . to i:ommuni_cane through .
analysis is made of a of the marketing problems, : advertisemens. Include the
company and ts competitors ) . . determination of.

1. Size and share of tota) 1. Marketing objectives. : " 17 How producy can meet
warket. - ’ consumer needs.

2. Sales history, costs — 2. Product and spending - ~2. "How product will be
and profits. © . strategy. positioned to advertise-

' - ments. )
. 3. Distribution practices. 3. Distribution ‘strategy. ' 3. Copy themes.

Method of selling. 4. Which elements of the ' 4, Specific objectives of
- o marketing mix are to be used. - each advenisement,

5. Use of advenising. 5. Ideatification of “best” 5. Number and sizes of

market segments. advertisements.

Setting media objectives

Purpose: To transkate marketing objectives and
strategies into goal that media can accomplish.

Determining media strategy

Purpose; To transhaie media goals into general guidelines thnt
will conirol the planner’s selection ard use of media. The best
alteratives should be selected.

Filling in the details of the media plan

ER
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_ Selection of broad media classes

Purpose: To determine which broad class of media
hest fulfits the criferia. Involves comparison and
broad madia classes such as Rewspapers, magazines.
radio, eleviston or others” The analysis called
imermediz compurisons. Audience size is onc of the
major factors used in companng the various media
classes,

Media use decisions - broadcast

1. What kind of sponsosship tsole, shared,

‘participating., ot other)?

[T

What levels of reach and fregoency wiit be
recuired?
3. Placement of spots; In programs or between

programme?

L = medig?

Sclection of media within elasses -
Purchases: To covapany and sclect the best madia

e — | )
within broad classes again using pre-determined
criteria imvolves making Jecision abot the

fidlowing:

1. M mapgavires wore recormended them which
T magarines?
2. I television was recommended then
A, Netwsrd of spol television?
b. I network. which programis}
c.  IF spoi, which l11'arl»;<:_::~".’i
—3. [Fradioor ﬁewspapfn‘ wene tedommended. then
which inarkei shali be wsed?
a. Whal. criferia-shall buyen use in makimg
purchases of a Yocat media?

Muedia use decisions - priot

. Number of ads 1o appear and of) which days and
months? :

2.. Plavement of ads: Any preferred position with

2. Special wreatmnent: Gawefolds, bheeds, hi-fi. or
athérs crtour?

4. . Reach or frequeay devels,
Media use decision - uther media

1. Billhoards © Lovaiton «f markels snd plan of

distribubion.

2. Kindx of putdoor haurds o be used,

3. Carcards : Direct mail, or other media
docistons peceliar 10 Hliose melia,

Saurce: J. 7. Sissors £ R, Petray: “Advenrising Media Planning”, Chicape, Blinsis Craip Books, 1976.p.¢

At each stuge of the planning process, you would recognize the importance of ilfcls and

figures, and ways to study them ir order o ta
information analysis base begins right at the

ke the ‘sub-decisions’, So, the relevance of
first stage and siays right through till the

evaluation stage, What infonmation iy required at each siage will b studied zs we go along.

Let us study the important stages in the planning process.

. Setting ‘Media Objectives
Why do you think we need 143 set fnb_geawe'; at alt?

Chjectives are guidelines—— laying out just what is required of the plan. They answer
guestions of WHO the advenising necds to reach, WHERE, WHEN, HOW, Hq)w MA'\IY
HOW OFTEN, HOW LONG, and in WHAT ENVIRONMENT.

What is the kiud of informuation required, or what are the fdctnrs which would influence

setting med:a chjectives?

By answering this, you are essentially in the

analysis. There are broadiy five efements in a
Target Audience — defined in relevant terms
Geographic Concentrativa

Timing Considerstions

Rearh, Frequency

Creative Regaitement

Let us examine each of the abose
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al Target Audience ) . } o ) Media  Seleciian,
Identifying, whom the communication is aimed at is the very first task. This is dopneby . Flarning and Scheduling
identifying those persons, who are recognized to be major contributors 1o a brand's sake oron’

the basis of their value as new entrants to the product category. For instance. the target

audience for motorcycles would most likely be men in the age group 18-35 years witha

monthly income of Rs. 1300 and above, L ’

The kind of intormation which is looked at this stage is preduct usership data in terms of the
farget audience’s demographic and psychographic profile. While the first identifies the
person, the second highlights his fifestyle/interests.

b) Geography _

A brand's sales pattern would-differ from market to market. Certain markets are higher its
priority either due 1o their status as being large volume markets, having considerable
competitive activily or being developmental markets. Media objectives nced to specify -
increased impact/weight planned for'such markets.

The information looked at for this purpose are:

e Muarket performance — comparative market shares. tonnages, ¢tc.
e Advertising performance — comparative brand awareness and recall by market
e Comparative adverlising — strategy and activity by market.

Some examples are shown below:

MARKET SHARES — BOMBAY
1987 ) 1988
Brud X OTRI QTR? QTR3 QW4 OQTRl  QTR2 QTR QR4

ADVERTISING RECALL - BOMBAY

1588
JAN FEB MAR APR
BRAND X
7
~~. COMPARATIVE TV ADVERTISING -— BOMBAY
1988 _
NO. OF SPOTS EXPENDITURE
BRAND X
Y
z
¢) Timing

This factor selates to the relative importance given (o a Certain time period in order to
capitalize on cither a market seasonality ora media event opportunity. For inst: ice if the
campaign is to launch 3 low-intercs item such as Jozenges, it would be pertinen; build
high initial awitreness and thereafier provide continuing support through the key
consamption period. Anather example — Thums Up Coly drink using the Reliance cup as a
media evént opportunity — heightening its communication which involved endorsement of
the drink by cricketers. : ‘

d) Reach/Frequency

Based on the Marketing objectives. it is always importn to quantify the actual numbers of
target audience desired (o be covend and the number nf time the target person is to be
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exposcd to the adveriising — in order o effect the desired response. These are the phymcal
dimensions of the achievement of any plan.

The actual number of target persons covered is known as REACH, and the number of

exposures they are to receive is the FREQUENCY Another consideration to be enunciated is
the interval at which the exposures must occur or the CONTINUITY

Strategic Media Planning incorporates setting EFFECTIVE REACH]FREQUENCY
objectives, whlch are nothing but specnfymg what portion of the target segment must be

- reached with the essential minimum frequency. Given below are the broad guidelines; arrived
- at through years of mtematlonal experience on the approach fo setimg effeclwe frequency

goals:

GENERALLY ACCEP‘TED FREQUEN!""! GOALS'IN RELATION TO BRAND POS!TEON

e 34 : oy
Brand Aware:wss . Esmﬁliﬁhgd Product - e~ - . . . New Product
.'P.u!ch.ase.Cycle ) o l..ong o _ . ) . - Short .
'Cumpet-itioq ' " Minimal . ‘ —_— : Competilivé
Message ComplexityI : . Simple - I Complex
Scheduling Pam.'.rn . Continuous . — 3 ' Fligﬁts

'Wlthm a purchase cycle of fou.r weeks.

Refers to actual scheduling of media activity dependmg on the objectwes related to
remforcmg and sustammg the brand messages. ;

The Tlme Frame for achlevmg these goals must also be specified in the media objccuve
stalement. . .

e¢) Creative Requirements. '
Relevant commumcauon charactenstlcs such as where demonstrabllnly of the pmduct in use,
or an audjo-visual prescntanon of the product gwmg its benefits --- dictate the kind of media

© characieristics and enwronment requ:red Somc situations of creative related requirements for

" the medla
_comummnon CHARACTERISTICS - Qum.rrﬂmve REQUIREMENT
Demonstration . - . ' Authority/Believability
Visualization T N Humnur;‘_]i?u_n
Sound : ST - a o : Music
Colour, . o ’ lmugmatwe,r’Shmulanng

Creatwc units are’ mutually agreed upon by the creative and media departmems Exarnples ;

TWRadio =130 secl 15 sec cummercmla .
§
Press -~ — Full page colour -
Activity 2

Study the media plan as given in Exhibit 1. Suggest modifications. if any, lhat you woult_i

‘incorporate in i meia plan for (a) a pharmaceuticat company selling cough-drops (b) a

national tour Opl:mt r agency almmg to increase intand tour traffic in Indla

A reeeeeeenen vrrn eeeeerecoeeeeriaa mrreeeieeeanirtesrneanes cernaerieesararnydeneniaes e et

........................................................................................................................
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A Step by "St$p approach to Media Planning
Exhibit 2 provides a step by step approach 10 media planning.

Extibit 2: A Skep by Step Approach 1o Media Phmning -

. . E "
BRAND'S o INTAL ] BROAD :vaanLvm
CURRENT PLANNING INTENTIONS -
MEETING :
.
' ACCOUNT o
_ HANDLING
MARKET'S L MARKET (M f\RK‘[-:TI_NG
CURRENT FORECAST CREATIVE
STATE | - MEDIA
b3 (CLIENT
NO
EVALUATION
OF CURRENT
PLAN
YES
EVALUATION | ACCOUNT
" | oFcuRrentT | HANDLING
DRAFT , DRAFT &= pma CREATIVE
CREATIVE T MEDIA 1 PLAn MEDIA
STRATEGY |- STRATEGY |¢
MEDLA
MARKET S
CHANGES
NO
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Activity

3

A small-scale manufactorer of your locahty has asked you 1o develop media’ acnvm es for his
domestic grinding machine. Study the Ex]ubn Zmﬁdly and recronunend an approach You -
may make necessary assmnptmns. :

T T TR T P P T T T R T P TR TP R P

Some llluslratwns of Media Plans

Exhlb:ts 3 and 4 show (wo medm p!ans for twa dsf’ferent pmduct calegones.

Exhibig 3; r«t_eqia-'rtauulng Guide for 'a‘ detergent powder ’
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Actwlty

a) Study Exhibits 3 and 4 carefully and write down as many concepeual similarities as you .
can. Identify in both Illustrations. _

The Media Planning Function -
Havirig understood the concept of Media Planning, let us see, |IOW its function fits into the"

overall advemsmg agency functions in developing campmgns

© ADVERTISERICLIENT
c:.msenwcmamécoummmm
" CREATIVE smvmés . S ' MEDIA SERVICES

Medlal’lmuungtherefure lsoneofthedualﬁmctlonsofmememadepamnem Both
planning and buying are closely linked: the latter esscnnally concerned with the executi
the media plan,

mm&vdopmntomeVMSmgmpmgnbodnmecmwmdmwdmdupm
mclosemlemmmsmcetherespecnvemksofmhmncuonsmmﬂmncedbydecl i
!akenbymeolher S

- 18.4 MEDIA SELECTION A PROCESS

Mediz Selection is a thhly mvolvod task for a marketer. The major reason for this

involvement is that there could be no single best media strategy that would apply to di
situations. The attempt is, therefore, to identify a fit between media choice and market
preferences. Differences in these choice approaches necessitate a change in media mixes.
Further, media selection differs continuously on account of an imperfect state of knowl
that exists about the media scene. Finally, the patterns of advertisement expenditure on
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that exists about the media scene. Finaily, the patternsrot advertiscinent expendimre on
media vehicles keep on changing with the passage of time; Thus, advertisers and marketers
in the same industry may be found spending different amount on various media instruments
even though the product and markets are the same. Exhibit § outlines the major
_ considerations in media selection. . o _ TR

Exhibit 5 Major Cousideration in Media Selection

TYPE OF MEDIA S

Directory Advt.
Direct Mail Advt.
Radio Advertising
Point of Purchase Adwl.
Quitdoor Advt.
- Newspapar Advt,
Magazine Advi.
T'ransit Advt.
Screan Advi.
- Television Advt.
Speciality Advt,
Other Ad.

Seurce : Advertising : W.H, Bolen p.-191.

" In view of the complexities and involvcn’fenl in media selection, a managerial framework is |
quite helpful. The following selection process deals with a series of questions that need 1o be
answesed in the pursuit of media selection: T :

What kind of consumers does the advertiser wish to reach?
Although it is expected that the marketing plan would make a specific mention of the target

_ consumers, it must still be given a specific interpretation for a creative media strategy. The
objective of the media strategist here is to define the kind of consumers that the advertising -
will reach. Thus, it atterripts to find out those media that will reach the target consumers
eithier 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 rhedia choice and for

 target market choice.
Table 1 : Consumers and Non-Uonsumers of a hair cream
Media data )
requirements Demographic data requirements of the Target Market
Users of Hair Cream .
Particulars Total . | Heavy Light . Total . | Nan-Users
) Population '
Consumers are
#251035 5 crores 4,00.000 8.00.000 12,000,000
408 crores . C
# Live in Major Town 2.5 crores, " 3,00.000 - 5,00.000 2,000,040 2.42 crores
# High Literacy 1.8 crores 1.80,000 5.20.000 2,000,000 1.7t crores
# Party goers 1.0 crores - 2,00,000 50.000 2,50,000 97.50.000

_ Media Selection,
Planning and. Scheduling

Lo

MAJOR CHOICE RULES

Product characterislics
Advertising Objectives
Cost o . E
Advertising by competitors
Madia satectivity '
Medla Goverage

Media availability

.- Media restrictions
Media flexdbility

Media He

Media acceptance

Quattty of workmanship

Media support Media benefits
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beyond three exposures within a brand purchase cycle — even though spread out

" What kind of seasonal and/er regiimal'conceﬁlraliﬁn"is-required for

What kind of message dispersion is Tequired ? : :
In answering this question of strategic importance in media selection, a string of smail
questions crops up. For instance, should the message strive (0 reach smaller audi
more frequently? Or, is it more profitable to reach a bigger audience yot.
often? o . : .

In nosmal circumstances, a media selection is based on the consideration that me:
be delivercd o s many conssmers and prospective consamers as possibie. Thus, if a media
planner for a toothpaste has 10 cheose between two plans A and B, whese plan * * consists
of 8 primetime i¢levision exposuits within 4 weeks delivering one advertising message at
teast once in 4 weeks to about 70% hoi:weholds, and where the plan ‘B consists of 32
efternoon TV exposures at Jeast once in 4 weeks, the choice wil! be plan *A’. The name of

. the game is thus the ‘number of people reach:=d’. However, many research evidences bringa
" note of caution in the above selection. These evidences suggest that one exposir: is usnatly -

inefective and thus, the central goal of media selection should be o place emphasis on.
enhancing frequency of exposure rather than reach. Also, it is believed that an ex _
frequency of two within a purchase cycle is quite cffective while jncreasing the frequency -

four or cven eight weeks, continues 1o build advertising effectivencss but at a ing rate
with no evidence of a decline {M.J. Napies : Effective Frequency : The Relationship between
Frequency and Advertising Effectiveness, NY, 1979). ' :

The issue gets further complicated with the introduction of message 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 patterd called ‘pulsing’ of ‘waving’ be followed ? Many

.- media strategists suppost the pulsing or waving patiern of message release on the ground of

Cost efficiency. They feel that it strengthens the threshold level of adveriisement|and serves
as a forerunner for the consamier decision i purchase the product in question. .

Activity 3 .. Y o oo _
An established manufacturer of a colour television with a national brand has intreduced a new
VCR in the market. He has sought views (a) psychographics as the basis of medja-user

* profile; and (b} your choice between ‘pulsing” and ‘uniform’ patiems of releasing message,

Give at least one argument for your choice.

) T PP reenirersrEsaanees o evrarrassacursrnan arsarernenes eerenan v raes b nes

................

......--.....-....u-..........u...-n....--....--.........-..‘......-.......uu-.......-u.u ...............................

.......................................................................................................

advertising?

- The task of media selection is conditioned by the element of sedsonalfregional varigtionsia,

the media intensity (coricentration). It is especially imponan for those products and services

" that have seasonal/regionz] demand. Examples range from ice-creams, soft-drinks to ceiling
_ faps. Festive demands from Puja, Christmas etc. put further pressure on media

lection.
Finally, the subculiurés (e.g. Punjabi or Bengali) and life styles found in the regional
markets with a marked bearing on product demand, call for a special consideratiqn in rhedia
sclection. ~ - : ' [

Setting e m_edi'a in ihe mode of seasonal concentration is usually casier than regional’
concentration. The answer lies in having media message either adapted to regional demands
and preferences br create a series of different messages catering o the demands

What attributes should beé inherent in 2 selected media?

Miedia must ‘add’ valus to the marketing messages. This is the most important | ’tﬁibule that
- is inherent in a good wudia. This *value' is boih qualitative and quantitative. Q itatively,
the media and their weight to the messages. Thus, if a particular newspapei-is known for ity
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fair editorial content and for its judicious selection of advertisement, any marketing message - Medin  Selection,
that appears in stich a newspaper will carry an “added’ effect. R Plannisg and Scheduling

Marketers and medin strategists often face iwo aptions in this regard. The first (_:}iliop
represents an exireme situation of a media that is highly inexpensive but can deliver the
message only at a broad scale. Examples of this option could be hand-bills, posters and the
like. The other option represents a ‘specialized’ media that is highly expensive and selective
in delivering the message. The examples may include 1op-of-the drawer magazines and seme
highty rated TV programmes. Obviously it is not easy (o decide between these two options.
Yet a decision is called for.

There are ways in which media strategists find sojutions. Firsily, the percepting media
selectors are keen to spot and exploit 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
............................................. (identify the benefits) but cannot provide

vttt e (identify the limitations). All this is true for

e e (a1, selected, few) product categories. (Fill in the gaps by choosing
one of the given options.) '

What degree of Sypergy can be achieved between message confent and
mediz ? ) : R

The answer to this question may perhaps provide the last missing piece of the zigsaw that a
media selection often is. It attempts to strike a synergy between the type of marketing
message o be delivered and the media chosen. It is because there are several media and
messages which, if combined well, may be outstanding in their potential impsact of the target
consumers. For instance, if long arguments and substantive messages are to be given.
television-may not be the right media Lo select. Similarly, for creating a close-to-life visual
picture of a product, the printed media may perhaps be the wrong one 10 select. An effective
media manager must ever strive to invest his media selection with an understanding of the .
advertising process. For detailed description of computer models in media selection, refer w0
Unpit 17. )

18.5 MEDIA SCHEDULING

Once the media planning and selection is accamplished to the satisfaction of bath advertisers
- and agencies, the attention is diverted ta 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? Over what period, should such

“huying 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, toan advertiser, the
following six types of schedules are available.

» Steady pulse: 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 nature of products dictate the use of seasons” pulse in
advertising. Examples include Ponds Cold cream; ceiling fans; aif-concitiuaers eic.. tn
the months of winter and summer respectively. :

e Period Pulse: Scheduling of media at regu!a;' intervals but not related to 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 to eat)
during Puja or Xfrnas Testivals, for gift purposes.

¢ Erratic Pulse : When advertising is spaced at irregular intervals, it is called erratic
_ pulse. Ematic pulse by itzelf is not to be ignored. Tt is quite tikely that the advertiser is
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. wninimum reach and Frequency Model (MRE), please vefer to Uinit 17.

trying to cause changes in typical purchase cycles. For instance, ceiling fans, soft-drinks
etc. Advertising in months other than the suranier months, conld attempt 10 even out
purchases throughout the year,

o Start up Pulse : It is quite common to see a heavily concentrated media scheduling
to open either 2 new product or 2 new campaign. This is calied &5 start up utse, For
instance, the scheduling adopted by Videocon PiF television, or ONIDA - 21 or even th
Liril Lime Soaps scen in the July — September 1989 peviod, had a distinet|start up
pulse. St :

s  Promotional Pulse : This schrduling pateern suits only a particular promotional
theme of company. Thus, it wili be siore in the napice of one-time onty and adveriising
will be heavily concentrated during = particulay time. Buampies 6f promotional pulse
would include the recent adveriising for share/dehenture issues by several companies and

_the MRY media campaign for the Jawahar Lal Mehru Centenary Sports meet i 1589,

Even thongh several scheduling patterns are available with their unique c:haracvleristi_cs_, it

would be wise to remember that scheduling is a part of media strategy. Hence, regular

review of the scheduling patterns is beneficial to the advertisers. : :

Analysing Reach, Freguency and Continuity _

Any thoughts on media scheduling will be dictated by a careful atialysis of three factors of
media, They are Reach, Frequency and Continuity (RFC). Several reseerches have been
conducted on analysing the data pertaining to RFC. Given helow are some major findings

which media planners would do well to remernber ©

¢ .Continuity assumes importaace because advertising is often forgotien if not reieforced

by continual exposure. i would thus, be unwise for a marketer to spend mouey one
. week op running. an advertisement which is to be foliowed by another run [say, after six
months only. Such tong gap will fail to reinforce the message. :

» Repeated exposures are needed to impress a incssage of the memorias of alarge
proporticn of consumers. '

s As number of exposure increases, the number of persons who remember i} increase. Mot
cnly this the length of time for which they remember also increases. Remembering is a
key thing 10 media planners. '

» An intensive ‘burst’ of édvctﬁsing is more likely t&: cause a large number of people ta
remember it, at least for 4 skort time than spreading the campaign uniforinty.

s Inmany cases reaching as many ‘people as possible may be as important s the task of
reaching a fewer number of people but more {requently.

’

it goes without emphasizing thai media plannir;g is more an art (han a scierce becavss not
many credible and universally applied sciemtific methods havé been evolved as yet. It tests,

sherefore, the knewledge, perception and skills of any media planner. For a description of the

Activity 7 :
%) Suggest in the foilowing cases whicht will be the rnost dosinant consideration inmedia
schedoling. ' '
Domiiagi ’ . Consideration
TestaSiwations - .
Reach ' Freguency | Continuity

-8 Covernment Faaly

Flanaing Campatgns
2) Ivtroducing A mew
toilel sOap
3 Annouscing heiler
range of services by
a bank

consumer durabiss
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18.6 A FINAL WORD ON MEDIA PLANS

Having gone throngh the complex process and oorﬁponents of Media Planning, adveitisers
and media strategists may evolve the following three types of plans (a) The National Media
plan (b} The Key Market plan and (c) The Skim plan. ' '

National Plan : Larpely applicable to marketers of nationai brands, the national plan .
seeks to reach the masses. Obvious!y, national network of television and national
newspapers and magazines will be chosen as the key media vehicies under this plas,

" Key Market Plan : In the case of national brands and regional brands, media strategists
seek o cover effectively the key mirkets rather than spread over the eatire market thin. This
plan is most needed at the introduction stages of the product life - cycle (PLC). It is also
required for these products that have regiona) formalations o suii regional climatic
cenditions. ' .

Regional newspapers are the major media veliele under this' pian.

. Although there could be several small major key market media plans, it is desirable that they
are co-ordinaved well, The adverse results of one key market media plan can adversely affect
the inedia plan for another key markei. Similarly, customers located on the fringe of twao key
markeis should not get toially confused by the two different advertisement programmes. The
key market media plans may be different but ihey should not be diametrically opposed so as
tc avoid the confusion. :

Skim Piap : As most key market mnedia plans concentaie on geopraphic. areas, skim pl'an_s
aim at a market from a demographic or psychographic perspective. In these plans, the
Inackets first aim to skim off the cream of & segment and ther selb it in general to the other
markets. . ' :

For instance, the first stiempts of the marketers may be tapgeted at well-to-do segments.
Later markeiers may scale down o serve Jower markets. For instance, Quarz waiches or
pramium textiles wens sold in the fashion. Itis based on the Trickiedown theory of
communication veparding ihe innovative products. However, in many C2SEs, IATKeers
prepare skim plan for highes sozments with no intention of moving down to other segrments.
Cogtessa classic is 2 case i point. Finally, skim-media plans may also ke prepased 1o target
on custoraers with specific interests and enthusiasm. Sport lovers orf computsi-buffs are
segreenis for which skim market plans may e propared by markesers of ile pelated produts.

Activity B

Select a rea) of Bypothaticat enample of any murketing offering that would respond 10 e
aeeds of national, reghonsd, key market and skim medis plans in India,

Answer

a) Mations! Media Plans are suitable 1o the products ke i

......................................................................................................................
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18.7 DEVELOPMENT OF MEDIA STRATEGY

To refer back to our planning process chart_why indeed do we need to have media strategy 7 .

- To draw an analogy from the waorld of sports, competing teams would always have a ga]i:e— .

plan or-a strategy which is designed to win or at least nok 10 lose a match. Similarly the

" media strategy is the overall game plan which is geared towards strengthening the

communication while countering any move the competition may have.

 Media strategy thercfore defines and provides rationale for the recommended riedia; spélling

ont the specific role each one plays either in complementing or supplementing the others_Ir -

s not however the tactical plan specific vehicles and exact allocation of budget.

Four basic elements of Media strategy statement are :

Media Mix*

Usage of Media
Geographic Allocation
Scheduling.‘Strateg'y N

Let us examine what each of these are :

Media Mix : o . o v
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 objeerives is described.
Summary explanation of the approximate allocation by medium is aiso provided. :

Usage of Media ) : ) . :
Fach medivm lends itself for use in variocus ways, by way of commercial forms in which it.
is available. How each is to be used in'terms of spot buying vs. sponsorship on teievision,
time/space units general interest vs. special interest publications, prime time/space vs. noa-
prime time/space, cotour vs. black & white, main issue s, supplements and so on — are
decisions to be taken 50 as to extract the best mileage out of the selected media.

Geographic Allocation - : R : o
In view of the market priorities and the differential media objectives set for such market, how
the media mix is to be used in order to allocate the advertising eifort is expldined in sirategic’

Scheduling Strategy : - - .
The extent and spacing of the media activity ina time frame is expostulated: Rationales for
controlling the coritiniuty of the exposures are also provided. These are dependent upon
various factors drawn from virious background analysis done earlier on seasonality, -
competitive advertising, budgetary considerations, bramd purchase cycle and so on.

Any other factor which is of strategic media signiﬁcam:e' and is believed to ﬁave a posilive
impact on the success of the media plan_also needs fo be highlighted in the Media strategy
siatement. ‘ : . : - I

Example o - :
Brpnd X is a o ngh tablet distributed nationally, with a concentration in Maharashira, Target
audience: Men _B-45 years.with an income of Rs 750 + per montk:, residing i .rbac areas,
smokers who seek temporary relief by consuming brand X. Creative is based on Audio-
Visun} demonstration of produet in use. The role of advertising is to keep the productata
“Top-of-mind recall level since it is an impulse purchase product. C :

Media Strategy Statement o _
Given the target group exposure, the role of Advertising and the national coverage
requirement, Television emerges as the most cost efficient and effective mediuim.

While National Television is to be used to provide for a national coverage, regional 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 choser..”
Continuous advertising cannot be provided due to budgetary limitations, henc: a ‘PULSE’
scheduling strategy is to be employed fo maintain a perception of consisten( presence.




The Media Plan : o . . Media Selecvion,
The Media Plan consists of three broad sections: : ' Planning and Scheduling

o Media vehicle seiection

» Media Plan and cost details '

e Media activity schecule

What in your opinion would be the criteria 10 select media vehicles 7

If you have said Cost and Reach, then you've: hit the nail on the head. However in order o
drive the nait home, you need o rank the wehicles in order of merit, 50 that selection is
possible. Ranking can simply be done by combining the two to get a cost-efficiency index.

Media Vehicle Selection

Having obtained a somewhat large listing of various TV programmes and publications, you
would then need o examine how well you could use these vehicles. Since a higher level of
average exposure can be desired from a combinasion of twi vehicles which have low levels
of andience duplication, this factor has to be kept in piind. ) )

Having done an optimization exercise which is maximizing refums (in terms of
Reach/Frequency} on investments (in terms of media costs), & qualitative judgement is
necessary 1o see whether the editorial environment is compatible with the advertising
message, or evaluating a vehicle’s audience profile in terms of the brand personality.

Media Pian and Cost Details Co

Exact rnnber of Television spots to be bought with ¢ach selected programme, in what

duration, 2t what cost over what network for precisely which market and similarly the exact

number of press insertions to be bought with each selectad publication, in what size, at what
_ cost, for which market — is indicated in grest detail foliowed by Media Cost Sumrnaries.

The latier provide & management summaty of the plar. cotlay by time period, market,

mediwm eic.

Media Activity Schedale .
The catendar of media activity i1s provided on an actual visual diagram (see example below)
wherein for each market, what precisely is plaoned through the tampaign is provided at one

glance.

Activity Scheduie
Bomibay ]
Television P'rog. [har, ftate " Cost ~ Jan '89 . Feb'89  Mar B9
Chitragee! 30 sec . p+1 X% X,
Miacaski Fism ' 30 sec ' x xx X

i8.8 SUMMARY

o  Media Planning is a decision making process, aimed to arrive at three basic decisions : -
e What should be e media chjeciives
» Which media should he selected

& How are the selected media to be used

® A medis plan gvolves from and is fully integrated with the marketing/adveriisingforeative '
olvjestives, :

e Sewing media chjectives is essontially laying guidelines as to who the advertising must
seach, where, when, how, how many, bow often, how long and in what environment.

s Pvaluaing media opportunities is to explore which media are availatie and what role o
ey could play in the coverage of the target audience.

e Developing a Media Sirategy entails desc: ibing how precisely the selecies media-mix -
wenld be used in relation io each oiher with & view to achieve the set media objectives.
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It specilies geographic allocation and scheduling sirategy.

e ' The media plan consists of actual media vehicle selection and the:r usage in wers of
- activity, the selection is based on boih quantitative and qualiiative parameters.

e  Media plan evaluation is  crucial final sites 1o check whethier the pkani-recj medii -
" programe conforms to the objectives ax st for it. The evaliation is neressaiily
qualitative -nd Reach and Frequency lev els ure fi ne-uned if niceded befm'., the pian is
: :mplcmented, . '

188 SELF—ASSESSMENT QUESTIONS

1} Explam the importance of medla schedulmg in gr:neml and fora spemfic line of rodricts
(either hypothetical or real) whose market has not yet fully developed. Whit squilcgu,
orientation you would like to give? Differentiate between various medla plans s
explalned in Section 18.6. : -

2} Discuss the various steps involved in media plannmg Is it going to be d1ffcrcm it the
case of industrial products. than in consumer products? How?

3) “Television advertising is loo expenswe 10 be flirted with.” Do you agree with the
statement? List five characteristics that a product must have before advemsmg jton the
television, .

4}  Are there any constraints 61‘1 media planning? Identify media constraints in developing

countries. Explain how you will deal with these constraints in developing media plans
for (a) in-home video games (b) eradication of illiteracy among ruml Women.

5y You have understood that a media sirategy must be based on adﬁquatc mfonnatmn Asa
media str.tegist of a forest-based product, you have to decnde

a} ~ Whether to use demographu: patter. or the product usage pattem of your aud:enoe
or both; and

). Whether to use single media or muitimedia for the producta. '- o
State your objectives of the media strategy, collect information on media used by
products similar 1o forest based produc!, and explair your media strategy.

-

6) Assume that YOU s an advemser of a stereo sound equapmem Would you.
‘w) Usea magazine or outdoors, '
b) Radio or Television. . : ¥

Orice you have selected the media snd defendecl your selection with logical masons.
develop cost estimates for the same and their reach and fmquency For cost
‘considerations, you may refer o Umt i7.

.7 Asamedia planner fora phannaoeuncal firm, your task is 10 develop media. plans for a

new cough-syrup to be sold'in pnly sachets. Develop its objectives, media selection, and
lts hkely pay-off.

-;8.10 -.‘FURTHER READINGS

"AM. Barbau, 3.M. Cristoe and F.J. Kopek {1976), Essenmls of Media Pl'anmng (Clncngo

DMH. Gensch (1973), Advemsmg Planning : Mathematical Model,s in Advemsmg Mfdia

"W.H. Bolen (1981) Advertising John Wl.ley & Sons, N.Y.

lllmo:s Crain Books).

- LZ. Sissors & ER. Petmy {1976), Advernsmg Media Haunmg (Clucago. Illmms Crain

Books),

“Planning (Amsterdmn The Netherlands Elsevier Scientific Publlshmg ‘Company).

C.L. Bovee & W F. Alens ( 1982), The Comcmporary Advemsmg RD Irwm Inc.
Homewood IMinois. : )
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Annexure 1

Computer Models in Media Sefection

Many agencies and advertisers are makmg effective use of the computer in storing and
tetrieving audience 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 so on, fora
wide variety of media. While this is largely a data processing function, the pay-off in more
precise media selection has been great indecd. In practice, to date, most computer analysis is
for intramedia comparisons. The qualitative difference across mecha cannot be reduced to
number very weil,

Another advantage has becn the growing demand for more and better aud:ence data. The media
information services have in large part expenenced gre.ztest growth since the advent of the
computer,

Finaily, there is every. teason to expect that the compu*er models discussed here and other yet
to be devised will overcome many of the present hmnatwm

1) Linear Programming Model

1.1 Linear Programming is intended to derive maximum 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= Rll

i

Subjectedio:  _i_, G X B

Where :

=20

X > OI fori=12,....1

X; = Number of insertions in medinm i

C; = Cost per inscrtion in medium i

B = Total advertising budget available o '
.Li = Physical limit on insertions in medium i '

R; = Rated exposure value of a. single insertion in medivm i

The computation routine consists first of dividing each &; by C;to derive the rate expoéure .
value per rupee, Then, the oh]ectwe is to select to medium that reruns the highest rated

exposure value per rupge (; Ry -C) and purchase as much as is posmblc, gwen the limits
imposed by B (advertising budget ) and Li (the total number of passible insertions, say 12
jssuues of a monthly magazine). Then the solution proceeds ta the medium with the next-

highest rating and continues until a media schedule is chosen which maximizer the objective
function, subject to the constraints imposed.

1.2 The steps in 2 well-conceived LP medm@]locmmn procedure are as follows:
» Establishment of a target market oblecuw' '\-‘
*  Procurement of data on the audlence prutiles of various candldate media..

e Application of effectiveness rating procedure encompassmg at least two phases
(a) audience profile match and (b) analysis of qualitative considerations.

e Determination of the _objecuve function in termis of : ated exposure values per rupee.
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" 1.3 Advantages of Linear Programming: The- ip appmch described abcw <

“first vehicle in the solution might be optimum, there ks no guarante: thay an opil

o Quantificarion of alt constraint conditions, including budgetary limits, limits on media
availability, and judgesment with respect to the maxivaum number of insertions desired in
certain media, ' -

o Application of a LP computational rottine.

o - Analysis of the resulting medie plan to determine its sensitivity to changes in the

* constraint condition which are applied as well as éhangcs in the rated exposure values of
various candidate media, This will require 2 series of LP computations so that resulting
changes can be isolated. -

a S“lcctmn of the ﬁna] media plan on the dasis of judgement as & wi’nch solution seewns
- most appropriate in terms of stafed objeciives.

is
valuable because it:

o Forces Definitions of Markets to be Reached.

o Redquires Quantification of Qualitative Fé.ct(_)rs. |

e  Establishes a Clear Need for Aundience Data.

e Can be applied to Problems with Variety of Media.

s  Allows the: Blending of Many Factors.

1.4 Limitstions Linear Pragramm:ng The foﬂowmg limitations of linear
programming should be recognized:

s The A:;snmptinn of Bqual Effects Fepeat Exposures.
& The Assumption of Constant Media Costs.
s The Dauger of Fractional Tine or Space Purchases.

o  Solutions Determined without Consideration of Audience Duplication.

a  The Musion of Definiteness.

2} lteratwn Models

Media schieduling has made hmlted wse of iteration models, in whick the approach s te bring
one media at a time ite the sclution, depicted below in Section 2.1,

Wote that the medinm with the lowest cost pef thousand prospects is sedectod firss, Then
remairing media vehicles are adjusted to show net unduplicae adience from the veliicle o
vehicles already selected. The process continies uniil the budget is exhasted.

While the iteration model is riot hampered with the linearity assumption of 1P it has the

. disadvantage that it cannot guarantes an opgimum or “best” solution given stated consiaints.

This is because the computer algorthm is progressively limited as each medium is chosex.
1t cannot computer the value of different combinations of media becsuse of the newssuty of
starting with the highest mited medium and procecding to the rext accordingly.

solution will zest with *wo or miore media candidstes.
\ .




2.1 Flow Diagram for the lteration Model ' o . o SR Media Selection, Pisaning
. : : : S- . ) n and Schedoling
tart

Smfyhm&nmgmmfmmmpumculapmductmge o !
Weight these marke? abgrments o indicate the segments the advestisér mast desires w reach

e Weekitl - Week 1

i Cycle through all media vehicles find the one with the lowest cost ﬁertﬁousand weighted prospects,

nuymunnofmebmm\remci’e.
_Isbndgﬂfot Week i used up ? - —=»

low

Mjuslremainingmdiavc!ﬁnla»shwﬁunﬂmliémadaudhﬁoeﬁwnvehic!esalreadyselecwdfor“’eeki. Y

. . '_ . .[Is tcal budgc!exhausiﬁd'!]_ C . L

: ' ' - Yes

Stop .
Somrce: Dennis. H. Gcnsch“CompmerMndeis i Advertistng Media Selecnon. Journal of Marketing Research,
~ Vol. 5, (November 1968), p. 416. - L e

3 Simulation Models

Simulafion models are designed to assess how a given media schedule or group of schedules
will affect a target market. The approach in effect consists of storing the characteristics of a
number of individusls in the computer and then evaluating their probable response to the
media input. Three different approaches to simulation are in fairly widespread use : (1] the
CAM model, [2] 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 simulates the process by which
individuals are exposed to both magazine and television advertisements. Viewing data are
provided in four-week segments by Tefevision Audience Measurement Ld., 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 paited off 50 that television viewing and magazine reading patiems are
assigned to each individual. These data are then stoved in a computer. -

Next a target audience for a campaign is selected and weighted. A perception value is
nssigned to each media vehicle. which alternpts 10 assess the impact an advertis ment will
have on the viewer or reader in terms of exposurc. This is further weighted by variations in
prestige and influenge from one publication to another. A final'series of weights called
impact weights is then assigned the miessage on the person who sees or views it.

The mode! mal_(es vse of a single score which describes how much advertising an individual -
will receive, The probability of receiving an impression (PR1) is computed as follows:

PRI = Adjusted probability of seeing or viewing the media vehicle X perception x
selectivity X impact. . '
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Advcﬁi'hs Pamaing and  Media schedules then arc run, and a single score i pmduced fmm the snmulated Tesponse of
‘Execation the sample of individuals whlch serves as the criterion of choosing between media schedules

3.2 The Simulmatics Model The Simulmatics Cﬁrporamm stmzs information on
nearly 3,000 imaginary individuals repiesemmg a cross section of the U, 8. population four
yedrs of age and over. Data are included on socio-economic cham.:tensucs as well as media
exposure habits, As with the CAM model, the simulated audience is exposed o
media schedule. Modifications are iritreduced fo account for habﬂ formation, satu
too many of one type of medium, and so on. The summary statistic deplct the
viewing or listening audmnce and the extent of their exposure.

3.3 Compass. Ten large advertising sgencies have retained a ocmsulfung firm to develop a
simulation model referred to a COMPASS (Computer Optimal Med.la Plannmg and
Schedulmg System) No details have been made pubhc
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Annexure 2

Th: Minimum Reach and Freguency (MRF) Modeg
2.1 Introduction o '

Every advertiser, whether in India or abroad, makes a decision about media planning at least
once a year, if not more. In India, the decisions have been based so far on intuition and non—
formal procedures. But fornal methods can help an advertiser to utilize his advertising rupes
better. Motivation for an advertiser to use formal methods in media planning stems from iwo
facuors: 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 altemative media
available is very large.

The prevalent practice of press media planning in India is to use available circulation and
readership data 1o draw up media plans that will give the desired “reach” and average frequency
of exposure among the target audience. Plans drawn through conventional non-jormal ‘
methods obviously lack in precision and result only in crude estimate of the *reach” and the
average frequency of exposure.

This annexure presenss a quantitative model for press media planning which uses available
audience data and research. The model selects the lowest cost media plar which achieves the
desired “reach” and “average™ exposure frequency per person in several targei audience groups.

2.2 The Process Model of Advertising

Figure Annexure 2 shows the process madel of Adverlising

Anmexnre Figure 2 : Process Model -of ‘Advertising

Sepment 1 Segment | Sales
] Money " | | Med. venlr 1. OTSNI Aware '
— Chosen Knowledge |——= Segment I
1 2.0TSN2 [~ Interest
) Prefarence .

Size - Buy F—® " Scement 2
Numiber -
Colour -
Fosivion Segment 2
Timing 7 Segment 2 ! [ : !

2 3 4 ' 5

The Advertising process stans with the total money available (or required by) the media
planger for buying time ang space in different media vehicles (Box 1). The planner, fgough
some decision process, convers mxoney into physical quantities like choice of media vehicles
and size, numbes, colowr, position, and timing of the advertisement in each of the media ‘
vehicles {(Box 2). The choice of iedia vehicles, depending on the audience profiles of the
chosen vehicles resulis inio providing zero opportunities — to — se2 (OTS) 1o some members
of the target audience group(s). The distribution of OTS along with the cther decision
variables of Box 2 (size, nuinber, etc.) influences the “etfect of advertising” in each of the
target andience groups. The effect is to be measured in terms of the states of mind and
behaviour of the growp, .., LLAWare, awarg, knowledge, and lastly a state “buy” (Box 4).
The distribution of members of each of the target audience groups in these states will decide
the leval of sales generated during current and future lil_he periods (Box 3).

For using this advertising process es a basis for developing a media planning model, it is
necessary 16 obitain the following relatioships either theoretically or empirically:

223 Relutionship beiween the choice of media vehicles and the distsibution of OTS.

223 Effect of disiriGution, of OTS and other variables of Box 2 on each of the states -
listed in Box 4. :
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223 Relationship of distribution of the members of each target audicnce group in state
1o sales achieved in current and future time periods. ' :

Relationship 2.2.2 and 2.2.3 above singly or jointly are termed. s response furictipns

2.3 The Mo_de!

Since the existing moded of media sefection: arenot suitable o Indiah“ cenditions, this model

has been developed to select a minimurn total cost media plan so as © aphiev_e:
» A desired minimum reach in each of the target audience groups.
. A desired average OTS per member reached in éach of the target andience groups.

. ‘The aciual number of insestions in each selected mediz vehicle between @ minimum.

and a maximum numt?ef specified by the planner.
The detailed mathematical modél is g.i_wen in Section 2.5,
An equivaléﬂt verbal representatibﬁ wi_ll be as foliqﬁ# : .
§Cost per iﬁ.scrtion x of insertions in all mediai
Min : Sum of _{. vehicles under cunsidératiqﬁ.' }
Such that : . -

Minimum  Desired minimum reach for all
achieved 2 farget audience groups . T
reach . : : :

Achieved‘\avg._ Desired average OTS per person
OTS per person = - for all target audicnce groups,

Desired - -Number of insertion” Desired min.
maximum) 2 inthe media vehicle - = number of
number of]. ~ if seiected in each - insertions
insertions media vehicle ' -

A major difficulty in obtaining a sblq_tion of the above model is that the method of
obtaining the minimum reach of a media plan is complex. A mathematical formulation for

@

r

obtaining the minimum breach of a media plan is given in Section 5. If this is ipcorporated

in the model, it will not be possible to obtain a solution with.existing techniques of
optimization. ' :

2.4 The Heuristic Method to Solve the MRF Model

To circumvent the problem, constraints (2) and (3) are combined to get a single|consteaint.

As reach times the number of OTS per person reach is total OTS, constraints (2) and (3)
Achieved total OTS = Desired reach x
o ' Desired OTS per person
"The derived problem then becomes @ .
Min : Sum of {Cost per insertion x No. of }
{insertion in all media vehicles |~
Such that :
Desied | Number of inseriion§ } Desired
maximum} = - in a media vehicle” }. 2 Minimum
numberof]  if selected in each |} Number of -

insertions media vehicle 1 Insertions

_ . Desired minimum reach x
Achieved total OTS = : ADesised average €TS ineach

o g sdceg group
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To solve the original problem (1 — 4), the modified protlem 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 constrants
2 and 3). The calcutations of reach is made by solving the mathsmatical programine of
Section 2.5. If the reach and the average OTS zchieved in euch target audience groups are
smore than the desired values, the media plan chnined is the best {Optimal). However, it is
possible that in one or more farget audience groups the ackieved reach and the OTS are less
than desired. in such a case, increase the desired OTS in that audience group in the modified

. prablem and resolve the modified probiem. The procedure icrminates whien either ail reach

and OTS constraints ar: satisfied (solution obtained — or ope o MOTE reach and/or DTS
constraint casnot be satisfied implying that the media vehicles under consideration cannot
achieve the desired values, i.e., no sclution exists for the problemm as defined).

2.5 Explanatiop for Data Reguirement for finding Reach

2.5.1 Supposing that three are media vehicles aind onby one target audience group vnder
coasideration. They are A, B, and C. Let the individual audicace be a, b, and c. The commaon
audicnce of A and B will e ab, of Band Che and of A and C be ac. Also let audience
common 1o A, B and C be abc. The exact resch-ag is obvious from the diagram, will be
a+B+¢—-ab- ac~bc+abc. S0, data on abc (higher arder overlap) is needed to obain the
exact reacis Similarly, it can also be shown that data on higher onder ovetlaps in needed for
finding distribution of OTS. .

2.5.2 The MRF Model formuiaiicn is as foliows -

: o (VPR T ‘ . :
Mint ), =173 Ly
! 1 101 .
Sabject o
Ry 2R * fori= 1 T .S, @
0 ri '
I ‘ .
LI N WRNLER Y - YR W 2. 3)
) :
- L Zi_ = 'I},-i
) - .
' {’fmg,: 1,2, ... 4
kh 2~ %, i ) :

al 2 arz Gorland ) o e non-negaiive Tegers.

wihere _ _ _ ) _ _
m . Towml nuniber of media vehicles (peblications) available for sclocting & media
¥ ¢ Total number of terpet sudience groups t e comsidiered. .

e, 1 Desired migitms reach in target sudience group i, ot i = L 2, e 5.

Andience of the media vehicls (publication) §; in The target sndience group i, for

‘ jal,? nSand =L e .
& . Common audicnce of e media audience group i fori= I, 2. .5, EVTUR U
e . . .
! [ T S— JA, Where T = b T T . B
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E N The number of insertions o be placed in the media vehicle j,.

' The modified problém used in obtaining a sohution was as follows :

_allz sareOorl X,

.optimal ohjective function value of the following non-linear mathematical programme.

C; @ Costper insestion i media vehicle j,, for j, = 1,2, ...m.

5 .
i Mmlmum no. of inseriions to be put in the media vehictes j, = ! 2, if
K; : Mammum number of insertions to be put in the medla vehlc}es _]1 1f it is

included in the media pian, for j; = 1, 2,.
R, © : The reach attained by a medi:_i‘plan in iarget audience group i, fori=1,2...8.
F, :  The frequency (average OT S) élttainqd by the media in arget audience grpup, for
. i=1,2, .5 . '
5 A 1, if the media vehicle j is mcluded in the media plan.

0 other wise, and

Mm:z C“x_ll. . o o RV
'} 1=1 . . . : .
Subjectto
_K-_il z; ~ Xy z 0-:
! forj=1,2, ..m. . 4
1 ) _
X - Ly x5, 2 0
m ok .
) Aijl xijlzn.,_F-i i=1,2 i s - S )
ji‘-ultil . ’

"5 are nonwnegatwe mtegcl’s

2.6 Micro Lower Bound on the Reach of Media l_‘hin' of Vl’ellicles'
The micro lower bound 65 the reach of a media plan of m vehicles would be given by the

. M : K

Max {M*-1) Y. Aijizji - E Aijij zji zp]ﬂ'(M") | I P ¢
' pi=1 j2>]1 =1 : : !

Subject to.
ms2([2 Y Aijt sz:zJ]IZ Al]l z;1}+l 4

X j!.«-]l =1 _
.mvS([Z T, Aijij ZJIZ_I ]{ i Aiji zjii ) +2. ) R o8

=i jiat ’ ) .
zl==00rl for_h—IZ. mandmnnnposmvemterger

'l‘henbovepmgmrme seemstobemtraclablemnamre However. lfm* lsassmmdtobe
fixed, ucanbemfonnulmdasao lquadrancpmgmmme

Max . f(mx - 1) }:, Am ji- E Aiji 2 zji ZJZII(M)Z*
ji=l j2>;| =1

Subject 10

g, sareOorl
nmﬁbmmmmevaluofmwoumnemmzmdmemwpmof
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: : Media Sefection,
{2 YA 2 E A 2 )say M= : Planring and - Scheduling

'J"‘b__u = JI_! i

For each value of m+ starting from 2 {o m#+ a different (-1 quadratic programme coubd be
formulated and solved 1t would be easy to check back whether the actisal value of m=. in
different cases. satisi:ed the constraints (23 and (3}, The maximum objective funetion value
corresponding 1o the solution for which m* satisfies consiraints {25 and (3) would be the
optimal vatue of the non-linear programme (11 - (3). As such, thns value would be'the micro
lower houpd on the-reach of the media plan in target audicnce group i

2.7 The Imple nentﬁtion Model

The MRF and the solution pmccdurf: oul!med above were applied 1o de\clop a media plan im
a frequently houg. . low value, daily use wnvcmmm—packnged product in one of the four
zomes of India. Th model required some judgemental Jata as- well as some:hard daia.

2.7.1 Data for the Zonal Plan
The media plan was to be developed only for the wesiém zone. The user decided that the
target audience groups for the product wese al' adulis res® 'ing in urban areas in :

a) Middle-middie income category

b)  Upper-middle income category o,
¢)  Upper income caiegofy

d  Gujarar State

e) Madhya Pridesh State

) Maharasht-a State

2.7.2 The following data was then generated for-the MRF model “The judgement:t lata »vas
armived at through dmcussmns with the oser.

a) Publications to be considered : In all. 46 publications were considered o be
appropnate for advertisiog the produgt, '

b) Migimum and maximum number of insertions : For cach of ihe 46
pubkications, a minimurm and a maximum number of insertions were specified. The
minimirm number of insertions was decided on the basis of the judgement tiat if a
publication was included at all in the media plan. it would have a number of readers who
did rot read other publications; therefore. such readers should be provided a minimum
number of OTS to get some tesponse, The maximuwn number of insertions reflected the
judgement of the user that a larger number of insertions would not tead to added
respOnse. ’

) Minimum reach : On the basis of past research on the usership of the product and
the expected sabes in {he pertod for whick the media plan was being developed, reach
rargets in the three income groups for the zone as 4 whole were specified. Minimum
reach was not specified in the three staies because it was asstimed that the reach in each
incomie category of a state would be pmpon%on({i 10 the reach for the zone as a whole in
the category (see Table 2 2.1 (annexare) for the reach spe-mﬁed by the user).

& Mzmmain awerasre ¥FS: For the threé incnine categories. it was thought that an
average of 20 OTS per person woudd be required to evoke reasonable response from an
mdividunl. '

21 Total OTS: The minimum tota! OTS desired in a state was specified as proportional
to the sales potential of the siate in the zone.

(lemg-—e constituied the Jjudgmenial dala required for the #RI model. I any-
application of the model the user has to provide these judgemenial data.) .

f) Media audience aud cost data . The sudience of esac'h of the 46 publications in
each of the six target audience groups was obtained from the NRS report. Commes
audience of ali combinations of two of the 46 publications in the three income
categories (in which minimuen reach was specified) was afso required in the model. The
NRS report provided commeon audience dala on the basis of pverali media vehicle
audiences and not in each income category. To abtain the common audience beiween any
two publications in each income category, the user agreed to make an assumption. The
assumption was that fhe ratio of the common readership of one publication with another
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e to its readership would be the same in all the income categories in a zone, Fof example
xecmtion

assume that 104 of all the readers of the Times of India also read The Indian Express..
Then. in each of the income categories also, 10% nf the readers Df The Times nf India
were assiumed to read The Indian Express.

g) The cost per insertion in each of the 46 pubhc,attons was provnded by the useﬁ

2.8 The Results

Usmg the above data, the MRF mode! was fonnulated and solved to obtam the mipinoug-
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 deveioped by the: user and the plan devcloped
by applvmg the heéuristic mclhod was made. . Ci

Resulis of the companmn are p!esemed in Table 2.1 {(annexure). It mzy be noled th'll
knowiedge about the reach and average OTS per person for the user’s pI&n could be had cnﬁy
by using the method of estimating reach suggested here.

These results showed th:;u the media plan developed through the apphcatmn of the method
had about 4% lower cast in cempanson with-the plan developed by the uset.

Table 2.1 (Annewre) : Comparison of Meédia Plans fnr a Fone

Characteristics . - : - Desired Media plan developed by Hewrlstic
Minimum -

Valne

User

Method

Publacancms in the final plan {Nos.)

Total Cost {Rs.)

Mammum rcach in income category {in. Iakhs)

ay, Upper -
by Upperrmddle
c) Middle,
d) . Total -

Averagc frcquency (DTS) per :ndmdual
in income category {Nos.).

a) U per

by Upper m:ddle

c) Mldclie

Totat OTS in state {in lakhs)
a) Maharashira

b) Gujarat

c). Madhyva Pradesh

6.5
12.2
19.6
38.3

-

467
161
138

46

1,88,366

8:58
13.2
24.0
45.70

25.0
24.4
215

981.00
389.00
2(2:00

28

64,690

8.82
12.3
23.06
43,30

21.0
21.9
16

BE3.73
346.85
23570

2 9'The Evﬁluatlo'n of th_e M'i)d'el

The MRF model provndes cartain advantages to the medla planner But 1t has its l|m1tat|ons

291 Advantages
Solution of the mathematical prugramme prmrldes the user with an 1mproved (tlowest
cost) media plan as compared with the non-formal, manyal method. The improved:
résults are mainiy ‘due to 2 bétier méthod of csumatmg ‘the minimum reach of a media
plan and a systematic search for nmproved t:olunon through h:gher specd devices

a

b}

[

(computer).

The decision parameters uscd in thc modcl are the ones currently being used by
advemsmg practitioners in Ind:a (i.c. reach and average OTS per person reached). As the

-methods of obtaining these Paramieters for.a media plan were not well known so far in

the profession, the use of even these pararmiéters was not explicit. The MRF model .
forces a media planner io state explicitly the requirement of reach and average OTS
which will be consistent with the general marketing objectives. As such the use of this
model will, most probably he!p the practmoners in sha:'pemng their own judgement.

Thc model in its current form i is capab]c of dea!mg wuh mu]nple target aud1ence groups I
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2.9.2 Limitations =~ g L

a) Since the model uses the NRS data, it is essentially meant for press media planning
only. However, this is a data specific limitation rather than the imitation of the modei
itself. I detailed data on audience of individual vehicles or different media is available,
the same model can be used for developing a multimedia plen'or a separate media plan
for radio and cinema. . - S ’ "

b} The output parameters used in the model are ouly the reach and the average OTS and not
- 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
formulation of a response model an impossible task for the time-being. It is believed
that experience with this model will stimulate efforts in future for more resedrch on -
advertising response functions. Response functions will heip in specifying the proper
reach and- the OTS parameters for the MRF model.

c) His possible to argue that the model required considerable judgemental data, However,
" inthe absence of research work, it is nacessary to use Jjudgement. Also, it requires no
more judgement than what the practitioners are currently making and are familiar with,

-d). The model provides the total number of insertions in each publication and not their
timing. This definitely is a limitation of the model. However, once again, if scheduling
of advertisements has to form a part of the model, the effect of timing on target andience
would have t be known, As already pointed out, response Functions are not available so
far in Indig, ’ ‘

€} The model, as it exists, dees not consider the casual readership of publications. Steps in
. that direction are under way. Also, the solution procedure is cnly a heuristic which does
not ensure the best results (minimum cost). In a set of smail sample problems, the
results obtained through the heuristic method were within 1-2% of the optimal results.
This, however, does not ensure the same level of accuracy for large problems.

2.10 Imperatives R
As the model uses complicated mathematics and requires analysis of large data, a high speed
facility with memory (like a computer) is necessary. For making the MRE model
operational, the devetopment effort will involve writing computer programines and writirig
the entire NRS data on a magnetic tape which can be used along with the programme. All |
this effort is likely to cost to a user. Operating costs of running the model for developing a
media plan will include costs of punching of the input data, running the programmes on the
compuler, and intetpreting the results. The total cost of developing 2 media plan, therefore,
will include the operating expenses (which will vary according 1o the type of compuiter and
the facilities that a computer centre offers) and an amottization amount towards the

“ development costs. ' T

Media Selection,
.~-Manning -and Scheduling




UNIT 19 MEASUREMENT OF
ADVERTISING
EFFECTIVENESS

Objectives
A careful study of the unit will enab}e YOU 10 ¢

o make a thorough examination of the coacept of advertising ef! fecnvenesa and is
measarement problems
. determine objectives of such evaluation for ensuring better nay-ofts
»  discuss the types and techniques of advertisement evaluation #nd

o derive practical lessons for capmg with the real-world difficuldes i in advcmsmg
evaluation. :

Structure

19.1  Introduction
19.2  Congept of Effectiveness and Measurement
19.3 Types of Adveriising Evaluaiicn
19.4 Pre-tesiing Techniques of Advertising Evaluation
19.5 Post-testing Techniques of Advertising
19.6 Advenisement Eval uation — Some Final Points
16.7 Summary _
19.8 Suggested Réadi'rgs
199 Self-assessment Questions

Appf‘ndm — anote on comrelation between Advertising Expmses and Sales
Revenue

_19.1 INTRODUCTION

By now it should be cwclem to you, that promotional decisionis—especiatly advertising have
2 momentous jmpact on an enterprise and its standing in the market. Crores of rupees are
spent in researching, designing and executing advertisement with the objective of creating
favourable impact. However, evaluation of this impact is often tricky. Markgters face
anxicus time to demystify the process of advertising evaluation. The endeayour of this unit
is 1o contribute to this process of clarity.

19 2 'CU’\ICEPT OF EFFFCTIVENESS A‘\TD
MEASUREMENT

The trials and tribylation of marketers begin as they set gut (0 cancepiuatize the two key
termz of advertisement measurement viz., effectiveness and measurement. A|liberal use of
such famitiur terms as pmducmrlay. performance, abaaliv. sfficiency and impact has further
codmuded the confusion. Reddin’s (1970} aﬁhmpuon of effectivenass, however, Comes very
fendy in thiz contexi, According to him, effectiveness “means doing things rightly,
producing ercative solutions, cptimising resource aliocation and utilization: and obtaining

resulis”.

The rask of defining ‘measurement’ 100 is fraught with zeveral issues. The fact that multiple -
approaches and models for meastrement are available and that, many of them may rn
conirary to gach ather, 5 (ikely (o ipair further the process of sdvertiscment svaluation.
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Howeves. to cut through this maze, marketers should regard thesc differences as merely
“family squabbles within a scientific communtiy” anil take a positive view that these
techniques only aim 2t broadening our measiiement perspective.

Why Measum at.all ?
The advertising and marketing world appears divided ot whether it should measure the
effectiveness of advertisement, Since most advertisers demand proof that funds allocated for
advertising have paid off, this measurement has to be conducted. However, a majority of
advertising agencies are scepticat abowt the evaluation progess. Firstly, they feel that there is
no, and indeed there can never be, pfecis;e concept of “effeciiveness’ and its ‘evaluation’.
Secondly, aceording to them, creativity and evaluation are perse incompatible! In spite of
these dwergem Views, the adveriisemeni community feels on balance, that arguments for
evaination outweigh the ones against it and rhat evaluation can heip advertisers and agencies
both in achieving a beuter understanding of their cusiorners, It is further felt that expensive
errors of judging advertising strategy cant aiso be prevented and that advertisers can have
tangible measures of advertising measures effectiveness, besides sales results, Table 1
prescuts the nine measures called PACT (Postitoning Advertising Copy Testing).

Table 1 | The PACT Principles of Advertising

An sffective advertiserment evaluation

1. Provides teasurements witch are relevant 10 the olgectives of the advertising.

Tk

Requires agreement shoul how the resulls be used in sdvance of each specific test

3. Provides multiple measuremenss, hecause single weensuwrements are generally inadequate to assess the
peiformance of an ad. )

4. s based on & model of human response 1o Ccomnunivale the n.u:ﬂ-pmm of stisutus, the comprehension of
the h!laT‘U]llQ and the responsy 1o (e stimuius.

5. A]iows far consideration of whether the adveriising stimmivs shouid be exposed more than once.

. Recogaizes: thal the more finished 2 pisce of copy is, the morz soundly i can br; evatuated and sequites, as

a minjmum, thad alkermative exccutions ix tosted in the same degrae of Gnish:

Prevides comsrols o avoid the biasing effects of e exposure Comexi.

8. Tukes into aceowm basiv considerations of sampls deE‘in'ﬁ.uun.

Detnansirates reliability and vandity empirically.

Activity 1 3
idensify one possible advantage and disadvantage «f advertisestent gvaluation each from
socis], evonomic and techinicai perspectives.,

Answer

@) The social advantage and disadvantage of advarmising evaluation will include ..o,

by The economic advaniage and disadvantage of advenising will include ...

¢ The techaical sdvantags and disacvantage of adverising evaluation will include ............

DAGMAR Apgroazh )

. As suggesied above. to get on with the task of evalusting advertising sevarai solutions have
feen preferred. They aim & conceplualizating both “effectiveness; and ‘messurement’ of
sdverising. Onz such approach is collad DAGMAR — Defining Advertising Goals for

- Measured Advertising Resulw. It is felt that DAGMAR is the only lﬂgmmatc way t0
evaliate advertising,

The DAGMAR approach was presented by Russel K. Collzy in 1961, As the iitle suggesss,

it begins by seiting specific goals for a particular timefvame but putting them in writing.
These goals inay pertain to sales, image, amitude snd ywareness. Laser a comparison 1s made
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Advertising Plaoning and - herween performance on these counts and projected goals. Thus, if a company expected an

Execstion ‘ increase of 15% in the annual sales as a result of advertising, the advertisement wonld mean
to have achieved its purpose if the sales had reconded the projected rise. '

DAGMAR has both its supporters and critics. According to its supporters, the approach

functions as a planning tool for executing controt and guides the creation of advertisement.
To the critics, seiting up of clear objectives —- a basic input to DAGMAR, may MS‘:I%‘: 50
easy and may also inhibit creativity.

| ._ | - |
19.3 TYPES OF ADVERTISING EVALUATION |

Miarketers have a choice for condiicting either pre-test evaluation or post-test evaluation or '
. both together. The objective of pre-testing is to increase likelihood of preparing rost

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 evaluarion, on the other hand, pertains to determining effectiveness of an
advertisement or campaign after it has run, It is normaily more expensive and time- :
consuming. However, it is superior to pre-testing because the former uses real-life seting 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 illustrates areas where research can be done for pre-testing as well as post-testing
advertisement effectiveness. S o : :

) . ) Figure 1: Areas of Evaluation in Pu-uslmg and Post-testing .' i

* Markets . - Ad;fﬁimm . Markets
oMotives B | © Messages.
| * Messages "' Prewsting Pomms * Media
*Modia - - - * Over-il
: resulty
“* Budgeting
* Scheduling

Table 2 provides a bird's eye-view:of various technigues using two dimensions of
- - Advertising and Product related tests and the experiment setting between laboratary and real

world measures :
Tabl 2 : Classification of Advertlsing Test
Advertising Rela‘sd Test Product-Related Test (impact|of
(reception of or reaponse (o the message on product SWARGREs,
. message itsclf and its coments) * likiag intention 1o buy or uss)
Celi — I L el = )
Laboratory Measures (respondens  Pre-testing Procedires Pre-testing Procedures
awage of testing and measwrement - -  jury ’ 1. Theater tests '
 process) : 2. Portfollo tests 2. Trailer st
- 3. Readability tess ) 3. Laboratory siores
4. Physiological Measures '
5. Eye Camera
6. Tachisioscope
7. GSR/PDR '
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Cell — 111 . Cell — IV - Effectiveness
Real-world Measures (respondént Pre-testing Procedures Pre-testing and Post. '
aware of testing and measuremeni ) ) _tes[ing ‘Procedures
P m;csﬁ) 1. Dummy advertising vehicles 1. Fre-post e .

2. Inquiry tests 2. Sales tests

3. On lhe air tests. 3. Mini-Market Tests

Ppst«testing Procedures
.l. Recognition tests

2. Recall tests

3. Assaciation Meusures

4

. Combinaticn Measures

Activity 2

Complete the following sentences ;

1 wiil recommend pre-testing/post-festing or hoth (tick as appropriate) for evaluating :

ay advertisement for ad_rhission by a leading management insti!uxe_bccause .......

b} advertisement for announcing the entry of a superior brand of photocopier in India
DECAMSE evrreersesersesvomeertesssssasssssesmescmessesmssesoannas seemtonibs boeanass 4 s e dRR R mena s smesensnaes

19.4 PRE- TESTING TECHNIQUES OF
ADVERTISING EVALUATION

Pre-testing advertisement effectiveness has been both applauded in-markesing world for its
early-waming signals and assailed for its unreal festing environment. Having said that, it
must be recognised that pre- testing may become indispensable in many decision situations
— especially relating fo new product introduction or to a complete overhauling of media
strategy. This section focuses on the pre-testing techniques for evaluating both print ads and
broadcast ads. Additional techniques too have been mentioned.

Pre-testing Prints Ads

 There are numerous popular techniques used by researchers to pre-test print ads. Table 3
" summarises them ;

Table 3 : Techniques for Pre-testing Print Ads

Cirder of Moerit Test

Paired Comparison

Portfolio Test

Mock Magazine Tests .

Direct Questioning

Perceprual Meaning Studies (PM3)
Focus Group

. 7

The first wechnique ie. 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,
about the best ad even though the advertisement with the highest ranking may turn oul 13 be
the best among the worst ones, The second technique i.e. the paired comparison anciipts
a one 10 one comparison between the test ads. The technique is easier to uec than the order of
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Advertising Planning and  erit method. The technigue of portfolio test seeks to mix the test ads with othier repular

Executien

_advertisements. The potentini consumers and audience is divided i bwo groups called

experimental groups and corarol groups. While the experimental group is shown the karge
portfolio containing test advertisements with regular cnes, the conirod group evalugtes the ad
portfalio without the test ads. Later 4 recall test is conducted 1o determing re'actiomf 1 the
test ads. Mock Magazine is a variation of portfolio methiod and uses a rea) magazine
instead of porifolio ereated for testing. The method. also dublsed 2s koo-in method,ﬁ'lntroduccs
test ads in a magazine fe an experimentai group to read. The miagazine is like any porma;
one. The coniro group will read the sasme magazine but untempered by the immdu}uion of
test ads. Later a recall test would be conducied 10 determnine effectiveness of test ads. The
technique of Direct Questioning, on she other hand, seeks faller answers w sugh
questions as 10 what do test advertisemerds say 7 What could be the purpose of a.f.i'\li'tisin-g
etc. ? It seeks meaningful reactions to test ads. The Perceptuai Meaning Stmﬂies
(PMS5) uses time-cxposures to lest the ads_ b may use electronic taghistoscope proseniation
instremeni. The respondents see the testad for a predetermined time. Laier, they are
guestioned on the recall of product, brand illustration copy and the main ad copy. ?‘tiis
exercise may be repeated several times over to giin further reactionfresponse. Facus group is,
by now a very familiar techniyue, and quite useful in the present contexi as well, ‘

Activity 3 . _ ‘
Select the most appropriate rechnigue for testing a recruitment-ad by a large drug |
manufacturer in India. The ad is for attracting women in its sales force. Explain why you
have chosen the 1echnique ?

Answer: [ will recommend ......... R U OSSO R ROP O ‘ ............

(name of the echRiQUE) BECHUSE et s e

Pre-testing Broadeast Ads : Besides the ones noted above, a number of other 1]|nmhoe:is_‘
are used to pro-test radio and television cominerciais. Table 4 displays these rechniques.

Table 4 : Presesting techniques for [roadcease Ads. ‘

in-home Projection Tests ) ' |
Trailer Testy . ‘

- Theater Test,

[ -

Five Telecast Ads

|

‘I‘he'in-h.nme projection test — ofien called the ‘Black-Box™ methed, uses o smpall

- movie projector {16 MM) to run test commercials at respondents’ home, The respondents are

questioned before and afier the exposure, on ad-relmed Huestions 10 measure change causcd by
the exposure. It, fus, provides an carly evaluation of strengths aid weaknesses of i?w ad.,
The Trailer tests aré conducted at 4 natural shepping environment to measuse actual
consurner behaviour. The tests may be set up inside a shopping conire, its parking lot, rear
portions of the shopping comnplexes, eic. The potential customers ave irvited 1o the'dispiay
and interviewing. The invitation also proanises discount coupons for parchasing s layed -
brands. Another gyoup of buyers may be given the same discoun! caapons but wi’.!ﬁmt
having been shown the test ads. The difference in redempiion rate of coupons betwe thesa
two growps, will measure effectiveness of test ads, Comypared to in-home metiod, tﬁs
method is less expensive and less selective 100. The theatre wst is the most papular
method for evaluating test ads. The test offers captive sudience collected for sntertaliuuent.
Here, respondents selected on a random basis, may be sent 2 uesticnnaire 1o till-up. Lakert,
they are sent fice tickels 1o the programme where test ads are ran. Once ey have vigwed,
znother set of quastions could be mailed to find their assessmeny of the prodiset, brand and ad
theme. Finally, the Live telecast tests are done under normal \aiewing' comditions v oder (o
reduce inaccuracics noticed in antificial testivg environmens. Alsc known as on-alr G -6 .
markes test, these may include broadeasting test ads « n closed circeit and cable TV, or even
on regular channeds by substituting regular ads with the test ads. Theveadter, throug '
telephone or personal interviews, reactions of the potesti. | customers tan e sneasured for
the tost ads. : - ' ‘

27 : : ‘




© Acli “y 4 Measurement of
chv P . . Advertising

A large multi-preduci company is entering capital market for the first time for_-zgn cquity Effectiveness

issue worth Rs. 350 crores. It has designed television ads 1o promote the share issue.

Reconynend the most appropriate pre-testing technigue for measuring the twa test ads that it

hag prepared. Also explain why ?

{name of the'

Answer: T will recommend ..o iineenns

tec!‘mque;hccauqe
Additional Pre-testing . Tecknigues . :
Tabie 5 lists additional pre-testing techriques available at the discretion of marketers.

Table 5 : Additional Pre-testing Techniques

‘Sales Exzpariments
" Direct Mail Tesss
Physiological Testing

Psychological Testing

Sales experiment, its a pre-testing iechnique that involves running of one or more ads on
a small scale as a prefude io the national campaign. Under the method. two or more
comparable marketing areas are sefected for running the test ads for a prescribed period
usuatly 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. It is more
relevant for an advertising thal aims to motivate immediate sales response. It is also
advisable in lesting the ads for frequantiy purchased products. However, care has to be taken
that competitors do not copy the ads. . ’

- Direct Mail Test are normally conducted by mail arder markets on their prospects
selected on a random basis from the mailing list. These prospects are then sent the differeni.
test ads usually printed on the mailing card. The orders received against each test ad, often
accornpanied by a discount or free sample offer, will determine the effectiveness of
advertisernent.

Physielogical Testing aims to measure subconscinus responses 10 test ads. The concern
is interesicd in what the subject does as a response to the adveriiscment rather what he says
about il. The most commoen methods of physiclogical testing use sophisticated equipments
to record the subjects’ physical responses. These include pupilometric devices, eye
mevemnent cameras, galvanometers and tachistoscopes. Recently some use has even been
made of electroencephaiographs. Table 6 illustrates these briefly: .

Table & : Physiological Pre-testing Techniques .

®  Pupilometric Devices': This method was developed by Eckhard Hess and James Potk and is used 1o
evaluite interesting or appealing visual stimuli. it assumes that pupils dilate when the subjects -are
exposed to these stimali for 4 period of 10 seconds. Subjects left eve is photographed with an eye camera
to record pupils dilation at the expasure of neutral and test stimuli. The percentage change in pupils
dilation indicates test ad effectiveness. ' )

@ Eye Movement Camera : Regarded as mure accurate in evaluation, it seeks 10 track -« subjects eye
movement over the layout of the test ads. The route that 1he subject’s eye travels is super.mposed over
the advertisement (o shiow the path 1aken and ike areas of interest and _ane_nt'aun' of the subject.

P as the subject looks at the

, advenisement; by linking zinc electrodes 1o the subjcct palm and a forzarm. A 25 multiampere current is
then pussed through the subject in at the palm and out at the elbow, When the subject reacts 10 the
advertiscment, his or her sweat gland activity in , electric resi c decreases and the carreat
passes through faster, These changes are necorded on a revolving drm apparatus. The method is based 6
the assumption that greater the teasion creatcd by the advertisement, mose effective the ad is. T Bas most
relevance to strong feeling advertisements. ' :

o Galy : “This method ¢h in body
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® ‘ Tachistoscope : The method evatuates the physical perception of the subject under veryiag
conditions of speed, exposwe snd illumination. It contrels the subjecis exposure 10 an advertising
messagé with a view to find how long it 1akes respondent's 1o reash the intended point of headline, body
text and illustration. ;

The description so far of pre-iesting advertising devices demonsirates clearly that there is no
one superior method among the array of availabie ones. Each method has its own weaknesses
and strengths and scope and limitations. The artificial environment is pethaps te mos '
common timitation of all pre-testing methods, On the other hand the subjects themselves
may not truely represent the actual buying behaviour. Further mere the respondents tend 10
assumne their status as that of an exprrt. Finafly, the halo -effect may also reduce the accuragy
of their ad measurernent. g

Activity 5 )
A social organisation aiming to improve female literacy in ruraf areas, is planrinpg a

newspaper advertisement. Advise the organisation whether it should pre-test the message and
if' yes, how ? :

Answer
a1 willfwill not recommend pre-esting BECAUSE .overrirmmmsssss s ssimmsoragese g e
by (if the answer 0 (a) is positive) | recommend the . fimm i

{mame of the 1echnigue) for pre-testing the intended advertisemenl. -

19.5 POST-TESTING TECHNIQUES OF
ADVERTISING o

Post-testing t@chﬁiques of evaluating adveriisements aim to determine what awareness or
attitude changes have been achieved and what impact the advertising has had on sales results.
Foilowing are the major categories of Post-testing techniques. - :

& Aided Recall {Recognition/Readership)
Unaided Recail
Attitude Tesis
‘Eoguiry Tests

- Sales Tests

¢ & & &

Aided Recsll (Recognition/Readersbip/Viewership) ; Aided recall tests have a 65
year old history dating back to 1923. It was raniel Starch whe detailed fhern in his boolk
ealitted Principles of Advertising (Chicago : AW, Shaw 1923), Since then, the lesés ate the
common routes towards determining ad effectiveness. =~ '

In the method, interviewers contact the target andience/buyers with the prints ads or the TV,
vommercials on a tape, and question them about their recogaition, readership and viewership.
Those interviewers may hai! from the ad-agency concerned or to an independent|marketing
research crganization. The tests provide answors to the questions on current ads and
comparative readdbility with the past ads etc., either on the same brand, or product category
or for the arlvertisers. :

Unsided Recall ; The unaided recall test aims to measure penetration of an vertisemett.
They are regarded as more demanding than the aided recall, They make viewe! 3 pecall
what advertisement they had seen and what they remembered.

Several rowtes of unaided recall are in vogue in advertising world, For instance, it coudd be &
Day-After-Recsll (DAR) where the readers and viewers are questioned about Ehe
advertisement a day after it has been zired or published. Another route is Total Frinse

Time (TPT) whers viewers are researched for the amount of television-viewing time. The
third rovte is the Triple Assocﬁ.g‘(es Test (TAT) where depth of the message is messured”
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by giving the respondent two asseciative clues about the advertisement. Later, they are asked . Measurement of
to supply the third associative clue. Thus, the advertisers of Air India wishing to test their - ' N‘"f"‘.iﬁi“g
new campaign, may interview its fliers like this : Name the public sector flying company in Effectiveness
‘India which says (a) We are changing and {b) We have convertad our losses into cur profit, If '

the third association is Air India, the ad will be considered effecve.

Attitude 'Test_: These fests measure the change in artitude of potential buyer towards a
company, its products, o brands as a result of its adverdsing. It is assumed that purchases
are often preceded by a favourable attitude. The tests can be done in conjunction with
recall/recognition tests and may use direct questioning or soime indirect story build-up.

Enquiry Tests : Of laie, many advertisernents particularly those of consumer durables,
electronic products, and business 1o 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 adveriisements. It wouid enable the advertiser to develop the cost of
enquiry and help design its sales force decisions.

Sales Tests ¢ Given below are six reuies that can be followed by a company to determine
the incremenial sales generated in Tesponse to an advertiserent, It is done by recording pre
and post advertisement sales levels:

The Six Routes 0_f Sales Tests

Consumer Puschase Tests
Sales Inveniory Audit

e Measures of Past Sales

e Controlled Experiment (field studies}
e Matched Consumer Samples

&  Mail Order Selling

.

L]

Past Sales Test is the most conmon route where sales figures are obtained for a specified’
market, product and brand before and after advertisement. The difference is attributable to
advertisement impact. The Controlied experiments seek to change usually any of the
marketing mix elements like product pricing, adverniising, media used and the message in a
market called experimental market. It is compared with the sales figures of another market,
matchable in other respects. The difference in the sales figures is atmbuted to the presence or
absence of elerment under experiment. In matched comsumer samples, the above
procedure of testing is repeated with the difference that it is eonducted among copsumers
instead of two markets. Mail order setiing is relevant 1o direct marketers who aitach
buying offer coupons in their ads. Consuiner purchase tests are conducted by
raultiproduct companies like Hindustan Lever by Independent or client sponsored research
organizations, They run consumer panels. The Inventory andit is testing the dealers stock
before and afier the advertisemesnt. Obviously, the tnventory audit test is more beneficial to
consumer product manufactarers. '

Some ouservations ou Posi-testing Technigues

A close examination of post-testing techniques fur measuring adveriistarent effertiveness
sevents again a varying spectrum of mexits and demerits of each testing techwiiques. For
irstance, recaiiiecognition test do notmeasure advertising effeet on buying hehsvionr. They
reresin confined to the iask of measuring veadability and/or attrsction. it is possibie that a
greater number of conSuBErs may buy a product after it hes been advertised. tough ot
necessarily because of advertising. ' B

In sum. ad measuiement kechniques whether pre-test or post-test, serve asa counterforca
ageinst ny snap and subjective evalusiion of ar ad. And it is very desirable also in the
overai interest of consumers, markeiers and advertising world.

Activity &

Wit down §woe major berefits of past-lesting approach ever pre-testing approach for
gvaluating an ad for a company engaged in courier business, The 4d secks to inform ifs users -
why courier service is suparior to FAX services,
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19.6 ADVERTISEMENT .,E‘VALUATION — somrm
" FINAL POINTS =~

o th o e T

Tabie 7 summarises the seven things 10 remember in n:lation'-lto advertisemen_t eva#uation. .
Tahle 7 : Ad Evalustion — Seme ﬁéints- to remember

© Remember advertising roosts Stand cautioned against any proposal on ‘non-inerease” adwmi-ing budget.
Keep your advert:smg agcncy on its toes end demand superior tesulls.
Give ample time to your agency for discussing, rewewmg and approvmg st ads
Treat your agency like one of your family if you desxrc commitment.

Lock at your advcmsmg !hmugh the eyes of a prospect - not the eyes of a fond and protective ﬁgre_m;

Dont tet anybody tell you that advertising |s a mysierious force that enly a few insiders undepstand.
'Good advertising always makes sense,

7. - Insist on your ad-agency to go in the ficld for first hand knowledge about lhe hu)ers a.n,d marl%ls

19.7 SUMMARY: |

] remember | m the comext of advertisement.
‘198 SUGGESTED READINGS

. R. H Colley : Defining Advernsmg Goals for Measured ﬁdvemsmg Re.su-'ls NY,

The uriit attempts 1o answer the perennial question about advertising i.c.. can adve+ising '
effectiveness be evaluated 7 In the pursuit of the answer, the unit describes both
conceptualisation and measurement difficulties of the temm effectiveness. As the te '
often be highly subjective: and contextual, it is proposed that effectiveness of advcg:lsmg
shouid be linked o its objectives. Thus, DAGMAR approach comes very handy in this -

.respect. A variety of techniques. pre-testing and post-testing are mentioned. Pre-testing.

techniques whether for evaluating print ads or broadcast ads, render an early warning system:

to marketers. The limitation, of these technigues is their simulated o laboratory .

environment which considerably reduces the credibility. Post-testing techniques, orj the other
hand, measure the contribution made by advertisernent in the form of incremental I}ales, more .
favourable attitude, stock held by the dealers etc. Finally, the unit lists some pomls to

W.J. Reddin : Managerfal E_ﬁ'ecrivenes.;;, ‘McGraw Hill, 1970 p.6.

Association of National Advertiser, 1961.
W.H. Bolen (1981} : Adverrmng J. Wiley and Sons.
W.M. Weilbacker (1984): Advertising McMillan Publishing. -

19.9 SE.LF—A'S-SE‘_SSIMENT__ QUESTIONS

1) Examine pros and cons of eva]uanng advemsements What major dlfﬁculues v+ay arise "
* in the task of measurement ?,

D Is DAGMAR an effective solution to the problems faced in advemsmg‘evaluaf on?ln
what ways will the DAGMA R itself become a source of difficulties-? i




3

4

5

6)

It i always better to pre-test an ad than i post-lest it.” Do you agree 7 Describe two Measurement of

major pre-testing technigues. Advertising
' Effectiveness

Why shouid mstitutional advenisers have less use for market tests of advertising than do
the packaged good advertisers ? Hlustrate your answers with relevant Indian examples. . ;

Select five adveriisernents by various renufacturers of a specific product category (€.,
detergent soap, or swo-wheelers). nterview five persons in your neighbourhood befoie
and after showing them ihe sclected ads. Repon on ihe differences you fiound and the
methiodology you had selected, '

Develop a print ad of any product you like most. Question ahout five targel-consumers
of the product on whose you have made the ad. Use two pre-testing techniques for the
purpose. Report the differences you found in the opinien of test ad. Also describe the
research methodology used in the execution of the project.

nZis
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A Note oi Correlatmn between Advertlsing Expenm and Sales Revem
by the Econontic Times Research Bureau ) o

The sales income generated hy companies manufacuwlg consumer goods appear to be
highly corvelated with the expendlh.ll‘e incurred by these companies on advemsemem and

sales promotion. .
Such an exercise for Brooke Bond, Colgaw—Palmolwe Food Specialities, Hindustan Cocoa

and Hindustan Lever, has 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

- Specialities and Brooke Bond .
Advertiserent for sales pmmntmn has heen mcreasmgly tooked upon by companies as ¢
" impontant factor from the point of view of profits and 52 ¢s. Expenditire on advertisément
and related promotional activities is often construed as a selling cost by the companies, But
it becomes a production cost forming part of the cost of manufacturing and distribution for a

new or supposedly better product. The selling cost is the cost incurred generally in
mamtmmng or enlarging the market for pmducts which are already in the market stream.

Appendix

An exercise to find out whether a lmer telaunn exists between the level of advertiseient

- expenditure and the sales income — keeping all other variables as constant, has siiown that.
among the five companies, namely, Brooke Bond, Colgate-Palmolive, Food Specialities,
Hindustan Cocoa and Hindustan Lever, the advertisement-push-effect on sales income is| -

larger for Brooke Bond and Hindustan Cocoa than fot otier lhl'ee companies.

A liner relation such as S=(a) + (b) multiplied A — wheré S is sales i income; {a).the

. parameter representing the effect of all variables other than advertising expenditure; (b)
parameler represénting the marginal impact on saies on account of advertising ex
and A representing the advertising expenditure incurred by the companies — has shown that

the parameter (b} has been high at 179 for Brooke Bond, 22 for Hindustan Cocoa, 21 fod
Hmdusmn Lever, 17 for Colgate-Palmolive and 11 for Food Spemahues.
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