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PROMOTION

I. Summary of Notes on Promotion

Three basic topics are discussed in this set of notes.

· Different promotional targeting options used with existing brands are described and evaluated, including the use of attitudinal research to help evaluate these targeting options. A discussion of communication objectives/persuasive approaches used with promotion is integrated into the discussion of this topic. The focus here is on promotion in consumer markets rather than promotion in business markets.
· Different promotional mixes, both in business markets and in consumer markets, are described and evaluated.

· Determining whether to make revisions to promotion once a promotional strategy is implemented.


PROMOTIONAL TARGETING 
I. Identification and description of four general market segments to consider for inclusion in a promotional target

Four general market segments are described and evaluated, with each segment based on the use of purchase/consumption behavior segmentation, with each segment defined first in terms of their degree of usage of the product category and defined second in terms of their degree of proportional use of the brand in question. These four general segments can be termed a) the high-highs, b) the high-lows, c) the low-highs, and d) the low-lows. These four segments are described below under A, B, C, and D.
Because I refer to these four general segments a large number of times throughout the notes, but usually only refer to them in the abbreviated notation, such as high-lows, it is absolutely necessary that you quickly learn to remember the more specific and lengthy description of each segment. For example, whenever I refer to the high-lows, you need to know that I am referring to those who use at least a moderate amount of the product category but use “our” brand less than a moderate percentage of the time. One way to help remember the shorthand terms is that the first adjective always refers to the degree of use of the product category while the second adjective always refers to the degree of proportional use of “our” brand.
A. People or households that are moderate to heavy users of the product category and also moderate to heavy proportional users of our brand (the high-highs for short).

This segment always should be included in the promotional target, usually in its entirety, even though it will not provide much growth in sales revenue. However, usually the promotional target does not consist solely of this general segment. Usually, some of the high-lows and/or some of the low-highs also are included in the promotional target. These two general segments are described shortly.

The reasons for always targeting this first segment, consisting of high-highs, are identified below.

1) Customer retention, particularly because this segment uses a lot of the product category (such as people who fly a lot of passenger miles annually with an airline) should always be a high priority. 

2) Related to the priority attached to retaining these high-high customers, they also should be targeted because competition often will go after them so they usually need to be targeted in order to lessen the chances that they will switch to competition. Competitors will often go after them because they use a lot of the product category. For example, most airlines aggressively target frequent business flyers, regardless of whether they currently fly the airline in question most of the time.

3) It usually is relatively inexpensive to target these high-highs. 

Unless the brand is being repositioned or improved, minimal advertising or personal selling would be needed as this group already is aware of our brand and already has positive attitudes towards both the brand and the product category. 

To complicate this reason a little, aggressive sales promotion may be needed with the high-highs, particularly if a new brand is being introduced by a competitor. Here, we often try to use sales promotion to discourage the high-highs from trying the new competitive brand, until we can improve our brand, particularly if the new competitor seems to be a strong threat to our brand. It goes without saying that aggressive sales promotion is not inexpensive.

B. People or households, that are at least moderate users of the product category and also are less than moderate proportional users of our brand. (the high-lows)

Part of this segment usually should be included in a promotional target as there are reasons for including part of this general segment. The determination of which parts, if any, of the high-lows to include in the promotional target will be discussed in a lot more detail later in these notes.

The reasoning for both including part of this general segment and for excluding other parts of the high-lows is discussed below.

1) Why should part of the high-lows be considered for inclusion in the promotional target?

This segment provides an opportunity for growth if we can realistically get those in this segment to increase their percentage use our brand through promotion. A percentage increase will significantly increase sales because these customers use a lot of the product category.

2) Why might part of the high-lows be excluded from the promotional target?

(a) First, some of these customers are moderate to heavy proportional users of ONE competitive brand. In other words, some of the high-lows are high-highs from the perspective of a competitor. Since a the competitor will place high priority on retaining these customers, and since they tend to be brand loyal to the competitive brand in question, it will be quite difficult to realistically persuade these customers to switch use to our brand.

However, some of the high-lows can use a variety of brands, which means that they currently may not be moderate to heavy proportional users of any one brand. In this situation, converting them to moderate to heavy proportional users of our brand is possible, depending on the extent that the benefits they seek are consistent with the current positioning or possible repositioning of our brand.

(b)  Second, it might be necessary to change the perceptions of some of the high-lows toward our brand to increase their use of our brand. This needed perceptual change may be difficult and/or costly to achieve through promotion, particularly if those in this category have had a negative prior experience with our brand.

However, a common situation exists in which perceptions toward our brand do not need to be changed with the high-lows. This is when geographic expansion is being considered. If a brand is marketed and sold in a new geographic region, regardless of whether the region is a country, continent, city, etc., then few potential customers are likely to even be aware of the brand when it is first launched in the new location. Strong perceptions toward our brand will not exist when awareness is low and when little prior experience exists with the brand.

(c) In addition to the typically high promotional costs involved in targeting some of the high-lows, there also may be costs beyond promotion in targeting them. 

It often is necessary to make changes in other parts of the marketing mix to actually get some of the high-lows to increase their proportional use of our brand. The product may need to be improved, service may need to be improved, price may need to be reduced, and/or new channels of distribution may be needed.

However, in the geographic expansion situation discussed above under ii, these costs beyond promotion may not be necessary when no awareness of our brand exists in the new geographic market and when many in this new market currently seek benefits consistent with the positioning of our brand.

C. Less than moderate users of the product category but at least moderate proportional users of our brand (This is the third general segment that should be considered for inclusion in a promotional target and is called the low-highs.)

If part of this low-highs segment is included in a promotional target, it would be combined with the entire high-highs segment and possibly some of the high-lows segment.

As discussed above with the high-lows, part of this low-highs segment sometimes is included in the promotional target. However, which generally is not the case with the prior high-lows segment, everybody in this third general segment consisting of the low-highs, sometimes is excluded from a promotional target.

1) Explanation of why at least part of this low-highs segment might be included in a promotional target

This segment, as with the high-lows segment, can provide sales growth. If we can get them to purchase or use the product category more often, then they are likely to purchase our brand more often because they already tend to purchase our brand when they purchase the product category (because they are moderate to heavy proportional users of our brand).
2) Why this segment might be excluded in its entirety from a promotional target

(a) With some product categories it is difficult if not impossible through promotion to get those in this segment to increase their use of the product category.

This difficulty will exist when use of a product category is based on NEED or OPPORTUNITY rather than on attitudes towards the product category. Promotion usually will be unsuccessful in changing this need or opportunity. This difficulty will be expanded upon on page 6 under C2.

At the same time, sometimes a lack of awareness and/or conflicting attitudes towards the product category may be discouraging some people from using the product category more often. In such a situation, promotion certainly can increase awareness of the product category and also may be able to change attitudes enough to increase use of the product category. 

As an example, the milk industry has spent a lot of money on advertising over a lengthy period of time to try to change the attitudes of adults towards drinking milk by focusing on the good taste of milk rather than the healthy aspects of it. 

As another example, McDonalds directs a lot of advertising at kids, with the goal of having the kids encourage their parents to get junk food that the kids want rather than the more healthy food that the parents tend to want their kids to have. Although I cannot judge the success of these promotional efforts without seeing actual sales results for the targeted group, my gut feeling here is that these efforts by McDonalds have been successful.

(b) Even if promotion is successful in getting this low-highs segment to purchase more of the product category, they may end up using a competitive brand more frequently without any increase in use of our brand.

This obviously would be a problem. It would mean that our promotional efforts help our competitors more than they help us.

Because of this risk, attempts to increase use of the product category by targeting current nonusers or light users of the product category often are done through industry-wide promotion, such as what is done with the “Got milk” advertising campaign that was mentioned above.

D. Less than moderate users of the product category and less than moderate proportional users of our brand (This is the fourth general purchase/consumption behavior segment that can be included in the promotional target and is called the low-lows.)

1) General conclusion about including the low-lows in the promotional target

Unlike the high-lows and the low-highs, the low-lows segment is usually excluded from the promotional target. The reason is that promotion would be successful with this segment only if it is able to get this segment to use more of the product category and to use more of our brand. Usually it is very costly and risky to try to accomplish this task, certainly much more costly and risky than including some of the high-lows and/or some of the low-highs in the promotional target. However, there is one situation in which some of the low-highs should be seriously considered for inclusion in the promotional target and this situation is described below. 
2) Discussion of the one situation in which some of the low-lows should be considered for inclusion in the promotional target

This one situation is when the product category either is in the introductory stage of the product life cycle or else is in the early part of the growth stage of the product life cycle. In this situation, many of the low-lows have not yet purchased the product category and thus have not yet purchased any brand in the product category. Some of them are later adopters, rather than nonadopters of the product category. Once they adopt the product category, they could become heavy users of it. In addition, since they are not committed to any brand, including a competitive brand, there is a potential for them to become heavy proportional users of our brand. In other words, the low-lows in this situation could become high-highs, which would make it worthwhile to consider targeting them.

However, some attitudinal research should be collected to determine the feasibility of including some of the low-lows in this situation in which the product category is in the introductory or early growth stage of the product life cycle. This attitudinal research is discussed later in these notes.

II. Can we quickly eliminate all of the high-lows and/or the low-highs segments in some situations?

This question is addressed below for each of the two relevant segments.

A. The high-lows cannot be quickly eliminated from consideration for promotional targeting.

They cannot be quickly eliminated because most if not all of them have the opportunity to use our brand more than they do currently. The basic reasons for them using competitors’ brands more than ours will be a lack of awareness (which certainly can be increased through promotion) and less positive perceptions towards our brand than towards competitive brands on benefits important to them. It is wrong to automatically assume, without further attitudinal research, that none of the high-lows could be persuaded to become heavier proportional users of our brand.

As an example, I suspect that a number of adults without children who frequently eat out at fast food burger joints avoid McDonalds currently because they dislike all the young children running around, getting food all over, and making a lot of noise. McDs could change these negative attitudes by a) encouraging these kids to eat at a separate part of McDs (such as a play area) and b) advertising this change and/or using sales promotion to get these adults without children to try the changed McDs. 

B. When and why can we quickly eliminate from targeting consideration all of the segment consisting of those who are less than moderate users of the product category but who are also at least moderate proportional users of our brand? (This is the low-high segment.)

There are many product categories in which usage is based on need. To cite only a few examples, this is the case with diapers, motorcycle helmets, use of many (but not all) prescription drugs, avoidance of certain foods for health reasons, and hard hats for construction workers. And many product categories targeted at business markets (such as tires purchased by automotive companies, beds purchased by hotels, airplanes purchased by airlines, hamburger buns purchased by McDonalds, etc.). 

When product category usage is based on need, then those who currently are less than moderate users of the product category probably do not need more of the product category, which means it often is unrealistic to increase use of the product category through promotion. Thus, the low-highs probably are included less frequently in the promotional target than the high-lows and certainly than less than the high-highs.

At the same time, there certainly are a number of instances in which it does make sense to include some of the low-highs in a promotional target. This issue is discussed in more detail starting on page 17 under 4.
TRANSITION POINT: To this point, the focus has been on describing four general purchase/consumption segments that can be included, along with general reasons for including some or all of them and general reasons for excluding some or all of them. In addition, I briefly discussed the issue of whether we can quickly eliminate any of these four segments in their entirety. The conclusion was made that all of the low-lows can almost always be excluded with one exception discussed previously, and that all of the low-highs can be excluded with need-based product categories. The discussion now shifts to further analysis of the high-lows, low-highs, and low-lows, with much of this further analysis incorporating attitudinal research to help make promotional targeting decisions.
III. Conduct and interpret customer attitudinal research to determine a) which subsegments of the high-lows, the low-highs, and possibly even the low-lows (if the latter two segments in their entirety have not been quickly eliminated from targeting consideration as discussed previously) should be included in realistic targeting options, and b) what communication objectives are needed with these remaining subsegments.

A. Overview of discussion of this stage in the promotional targeting process

Three topics are discussed here and each of these three topics is identified below.

1) Description of different types of attitudinal research used in evaluating which subsegments from the high-lows, low-highs, and low-lows should be included in a realistic promotional targeting option.

This topic is discussed under “B” below.
2) Description and evaluation of two general persuasive approaches

This topic is discussed under “C,” which starts on page 10.

3) Discussion of situations in which a) some of the high-lows b) some of the low-highs and c) some of the low-lows should be seriously considered for inclusion in the promotional target. Relevant attitudinal information is discussed in each situation and you need to know the relevant attitudinal information and how it is used, in addition to knowing the situations. Finally communication/persuasive approaches are discussed in each situation and you also must know these.

This topic is discussed under “D,” starting on page 12.

B. Description of attitudinal research information that is useful in determining what to do about including at least part of the high-lows, low-highs, and low-lows in a target and also useful in selecting a communications objective for the target.

In this section, the focus is on describing the nature of the research information. A discussion of the use of this research to help identify targeting options and communications objectives is discussed in a later section under D, starting on page 12.

1) Research to measure both brand and product category AWARENESS and KNOWLEDGE

The lack of awareness and knowledge of our brand, and possibly the product category, can be a reason why our brand and/or product category may be infrequently purchased. If the research discovers that limited brand and/or product category awareness and knowledge exists, then one of the communication objectives of promotion would involve generating sufficient awareness and knowledge.

It actually would be preferred that limited awareness and knowledge exist towards our brand and/or product category rather than higher awareness but with some negative perceptions on important determinant benefits. It is easier to generate awareness and knowledge through promotion than it is to change negative perceptions.

2) Research on each of the three attitudinal components emphasized prior to the second exam. 

These three components are identified below. I am not going to describe each of these concepts again. If you are hazy on them, you need to go back to your first set of notes from the second exam to review these concepts.

(a) Degree of importance of determinant benefits within the product category as well as with the entire product category
(b) Ideal points on determinant benefits

(c) Brand perceptions on determinant benefits

Research on these three attitudinal components is particularly useful in determining whether to eliminate some specific segments of the high-lows. If it is found that at least a reasonable number of people in this general targeting option have ideal points on determinant benefits important to them that are inconsistent with the positioning, or even with repositioning being considered, of our brand, then these subsegments of the high-lows should be excluded from consideration for targeting. On the other hand, if it is found that other subsegments of the high-lows have ideal points on determinant benefits important to them that are consistent with the positioning, or even with repositioning being considered, of our brand, then these subsegments of the high-lows should be included for consideration for targeting

More generally, research on these three components is useful because it provides an indication of the degree of overall satisfaction with different brands (based on looking at how close a brand is perceived on each DB to the ideal point on the DB and then combining these differences using importance weights) and also provides an indication of DBs on which satisfaction is higher and on which satisfaction is lower. This information is very useful in determining how changes in perceptions or with importance weights will influence satisfaction and increase the probability of purchase of the brand. Examples of this will be provided later under C and D in this section.

More will be said under C and D about how research on these three attitudinal components can be used in evaluating targeting options and in selecting communication objectives.

3) Degree of overall customer satisfaction with our brand compared to the degree of satisfaction with competitive brands.

As discussed in more detail under 4 starting on page 17, this information is useful in determining whether to exclude or how to narrow down the low-highs.

You may wonder why this attitudinal information is needed in addition to research on ideal points on DBs, the importance of DBs, and brand perceptions on DBs since the ideal point, importance, and perception information can give an indication of overall satisfaction of different brands through the weighted average difference (WAD) calculational approach. Thus, measuring degree of overall satisfaction seems to be providing information that already exists. Even though this is true, measuring overall brand satisfaction directly provides a validity check on the calculated measures of satisfaction using ideal points, importance and perceptions.

4) Purchase intentions towards the product category

As discussed in more detail later, this information is relevant with the low-lows and the low-highs.

If purchase intentions toward the product category are high with at least a reasonable number of people in both of these general segments, then the segments should not be excluded from consideration. Here positive intentions would indicate that these people might buy more of the product category than they have in the past.

C. Description and evaluation of two general persuasive approaches that can be taken to try to generate more positive attitudes towards our brand compared to perceptions of competitive brands or towards the product category, as well as generate more positive attitudes towards the product category.

1) Description of the two persuasive approaches

(a) Try to influence perceptions towards your brand on important DBs, usually with which your brand is currently perceived either neutrally or less positively than competition.

It often is necessary to make product, service, and/or price changes to influence these perceptions, as such perceptions often are based on actual experiences with a brand. Using a prior example, some people perceive that McDonalds is a noisy place with a lot of kids running around and also perceive that much of the food is low in nutritional value. Since these perceptions are realistic, McDs would need to make some actual changes in their eating experience and food to successfully change these perceptions. Even with such changes, it still may be difficult to change perceptions that have existed for a longer time. For example, McDs has changed their menu to add items such as salads to try to change perceptions that it only serves junk food but I suspect that they have had little success in actually changing these perceptions (although they may have had enough success to lessen the guilt of tired parents who get food at McDonalds because of its convenience and economy, knowing that it is not that healthy for their kids).

(b) Try to influence the importance of a DB that currently is of moderate importance with which your brand, or the product category currently is perceived as being superior to direct competition (with the brand) or indirect competition (with the product category).

If we can persuade customers to place more importance on DBs where our brand or product category has a perceived competitive advantage, then people will be more likely to purchase our brand or product category.

For example, McDonald’s is perceived by many people as having a competitive advantage on the DB of “convenience of locations.” Thus, if McDs can persuade customers to place more importance on convenience of locations, this would result in potential customers having a more positive overall attitude towards McDs, as well as towards the product category since fast food restaurants are more convenient and save time over cooking at home, or getting take out many other restaurants.

To be successful, this approach usually needs to link the determinant benefit to a more general motive and sometimes the linking is a negative one indicating that a general motive is frustrated when the ideal point on the determinant benefit is not fulfilled. 

For example, if AOL wanted to encourage targeted customers to place more importance on a DB involving filtering of undesirable websites for young children, it could run ads which show young children accessing undesirable websites using systems that do not have this filtering. The ad could even show an upset neighbor who calls the “offending” parent to complain about his child being exposed to undesirable material while surfing on a computer at the offending parent’s house.
2) Evaluation of the two persuasive approaches

As usual when I present two options, each option has an advantage over the other one. 

The first persuasive approach of trying to influence perceptions has a higher chance of being successful since perceptions are based on product and service characteristics of a brand and the organization can modify these characteristics to change perceptions. On the other hand, trying to increase the importance of a DB may fail if the general motive involved in the link is unimportant and/or if the customers are already very aware of the link but still place more importance on another DB. In fact, about the only situation in which it is possible to influence the importance of a DB is when it is currently of moderate importance.
The second persuasive approach of trying to influence the importance of a DB is less costly than the persuasive approach of trying to influence perceptions. This is because, as mentioned already, it usually is necessary to change the product or service when influencing perceptions along with advertising these changes and even using sales promotion to encourage trial purchase of the changed product or service. On the other hand, trying to influence the importance of a DB only involves advertising, with no changes in the product and no need for sales promotion.

D. How could the attitudinal research discussed previously under B be used to help eliminate or narrow down the high-lows, the low-highs, and/or the low-lows segments, as well as being used to determine which one of the two previously discussed communication/persuasive approaches should be used?

1) Overview of this topic

Each of the three relevant segments is discussed separately, starting with the high-lows (under “3” directly below), the low-highs under “4” starting on page 17, and the low-lows under “5” starting on page 20.
2) An introductory warning

This is a long discussion that is somewhat difficult to follow. Because of the difficulty, I will go over this topic thoroughly in class and you definitely will have a required question or questions on this material as all of the prior discussion of promotional targeting essentially has been critical background for the remaining discussion of promotional targeting on the next ten pages or so.

3) Discussion of how attitudinal research can be used to determine whether any customers in the high-lows general market segment should be included in a promotional target

IMPORTANT ORGANIZATIONAL NOTE: This discussion is organized around three situations in which promotion might be successful with these high-lows. These situations start on the next page and are under a, b, and c.

As a reminder, this market segment consists of those who are at least moderate users of the product category but who are less than moderate proportional users of our brand.

IMPORTANT GENERAL NOTE: This attitudinal research usually is used to narrow down this promotional targeting option, meaning that some people in this general option will be eliminated from the option. Some are eliminated because it will be difficult if not impossible to change their brand purchasing/consumption behavior. At the same time, others in the general segment of the high-lows often should not be eliminated, particularly if repositioning is being considered as a way of adding new segments to the target and boosting sales. Repositioning was discussed a lot on material for the second exam.

In general, the attitudinal research can be used to separate those within this general targeting option whose brand purchasing/consumption behavior can be changed, by generating more positive attitudes towards the brand compared to competition, from those whose brand behavior cannot be changed. More positive attitudes are more likely to be generated by promotion in each of the three below situations – a, b, and c. (Note that research on the three attitudinal components (importance of DBs, ideal points on DBs, and brand perceptions on DBs) along with research on brand awareness and knowledge all are needed in each of the three below situations.

It is important to note that even when one or more of the three below situations exist, it will exist for only some customers in this general segment consisting of the high-lows. This is why this segment always needs to be narrowed down when the entire segment cannot be eliminated from consideration for targeting.

(a) Description and discussion of first situation in which some of the high-lows can be influenced to buy our brand a higher percentage of the time that they buy the product category

This first situation occurs with those customers who have a) little or no awareness and/or knowledge of the brand and b) also place high importance on DBs on which their ideal points are close to perceptions of the brand held by those who are aware and knowledgeable of the brand.  
 
Here the first of the two prior persuasion approaches could be used (trying to generate more positive perceptions on a DB or DBs). Promotion could be effective in generating more positive perceptions on the DB in this situation by using advertising to generate brand awareness and curiosity combined with using sales promotion to generate brand knowledge and experience.

High-lows with which this situation applies definitely should be included in the promotional target as success is almost guaranteed in this situation because there are no existing negative perceptions. In fact, it is the only one of the three situations in which no negative perceptions currently exist. It is realistic to expect that those unaware of our brand will also perceive the brand positively once they become more aware of it (and perhaps try it) if they place importance on the same DBs that aware customers have positive perceptions towards our brand on. For example, if our brand is a restaurant that current customers perceive to offer fresh and good tasting burgers from farms where the cattle are treated humanely and not given potentially dangerous growth hormones, etc, then if we can get unawares, who desire and place high importance on a restaurant that has fresh and good tasting burgers from farms where the cattle are treated humanely and not given growth hormones, to become aware of these aspect of our restaurant, we have an excellent chance of getting them to come to our restaurant more often.

Unfortunately, there often are only a small number of customers who meet the conditions in this first situation, particularly the lack of awareness of the brand. Remember that the high-lows use a lot of the product category. Since they use a lot of the product category, they are likely to be aware and knowledgeable of most, if not all brands in the product category including our brand. Since there often are only a small number of customers who meet the conditions of this first situation, it is necessary to explore the customers in the second and third below situations even though promotion is less likely to be successful in getting them to use our brand a higher percentage of the time than they currently use it than the high probability of success with this first situation.

(b) Description and discussion of second situation in which some of the high-lows can be influenced to buy our brand a higher percentage of the time that they buy the product category

This second situation occurs with those high-low customers who a) have higher brand awareness and knowledge, b) who also place moderate importance on a DB(s) on which the brand is perceived as being close to their ideal point (a perceived competitive advantage of our brand) but c) who also place moderate importance on a DB on which our brand is perceived as being further from their ideal point (a perceived competitive disadvantage of our brand).
Note that since about equal importance is being placed on the perceived advantage as on the perceived disadvantage with these customers, they currently would tend to have a neutral overall attitude towards our brand rather than a negative overall attitude. Thus, only a relatively small change in their overall attitude towards our brand could get them to purchase our brand a higher percentage of the time than currently. In other words, success is reasonably likely in this general situation.

Either of the two persuasive approaches might be successful in this situation. If the degree of importance of the DB on which the brand has a perceived competitive advantage can be increased from moderate to high importance, then the overall attitude would improve to the point where it is more positive towards the brand than towards the competition. At the same time, if the perception can be changed on the DB on which the brand currently has a perceived competitive disadvantage to the point where it is even perceived as being the same as competition, then the perceived competitive advantage on the other moderately important DB would cause the overall attitude towards the brand to be more positive than that towards competition.
Since both persuasive approaches realistically can be used in this second situation, how should it be determined which one of the two persuasive approaches should be used? The basis for determining this goes back to the advantage of each approach that was discussed under 2 on page 12. In other words, you basically have to weigh the extent to which you are more likely to succeed with the persuasive strategy of trying to change perceptions with the extent to which the costs are higher with this persuasive strategy.
More specifically, my recommendation is to start by looking at the probability of success with the persuasive approach of trying to influence the importance of the DB on which the perceived competitive advantage exists. If the probability is high, then this persuasive approach should be used even if it only is a little less costly than trying to influence perceptions on the other DB involved. If the probability of success is low in trying to influence importance, then look at the costs of trying to influence perceptions. If these costs are not unreasonably high, then this persuasive approach should be used. If the costs are prohibitively high, then the high-lows in this second situation should not be targeted. There also would be no reason to even look at the third situation below here because it would involve exactly the same prohibitively expensive strategy of trying to change the perception towards the brand on the same DB as with this second situation.
(c) Description and discussion of third situation in which some of the high-lows can be influenced to buy our brand a higher percentage of the time that they buy the product category

This third situation occurs with customers with a) high brand knowledge and awareness, b) who place high importance on a DB on which their perception toward the brand is far from their ideal point (which would be a very important perceived competitive disadvantage) and also place low importance on a DB on which their perception towards our brand is close to their ideal point (which would be an unimportant perceived competitive advantage of our brand).

This situation is quite similar to the previously discussed second situation. The two DBs would be the same. The only difference is that the importance of the two DBs has shifted from about equal importance of each DB to significantly more importance being placed on the DB on which the perceived competitive disadvantage exists than the DB on which the perceived competitive advantage exists.

Because these customers place a lot more importance on the perceived competitive disadvantage than on the perceived competitive advantage, their overall attitude towards our brand would be a lot less positive towards our brand than towards competition.

In theory, either of the two persuasive approaches could be used here. If we could get these customers to switch the degree of importance of the two DBs so that they place high importance on our perceived competitive advantage and place low importance on our perceived competitive disadvantage, then the overall attitude towards our brand would become very positive. Unfortunately, as discussed in the prior evaluation of this persuasive approach on pages 12, it is very difficult if not impossible to get someone who places low importance on a DB based on their needs or values to place high importance on it. Thus, the only realistic persuasive approach here is trying to influence perceptions on the same DB that would be involved in the second situation. As was discussed with the second situation, this should be done only if it is not too costly to make this attempt In addition, here the perceptions would need to be changed to a greater extent than with the second situation. Remember, I said in the second situation that the perception only needed to be changed to the extent that it was the same as competition. However with this third situation, since the perceived competitive advantage is on an unimportant DB, the perception on the highly important DB would have to be changed to be superior to competition. Obtaining competitive superiority, when a current competitive disadvantage exists, can be very difficult to achieve even assuming, which often is not the case, that the competition will not attempt to respond.

In summary, high-lows in this third situation should be targeted only if the costs of trying to influence perceptions are not prohibitive.

(d) Summary of when some of the high-lows should be included in a promotional target and when none of them should be included.

i Certainly, if very few high-lows exist in any of the three situations discussed, no high-lows should be included in the promotional target. However, this occurrence is very unusual.

ii Any high-lows discovered who meet the conditions in the first situation discussed should definitely be included in a promotional target as the probability is extremely high that many of them will become high-highs without extremely high promotional costs.

iii Any high-lows discovered who meet the conditions in the second situation discussed previously usually should be included in a promotional target. However, they should not be included if a) the costs of trying to influence perceptions is very high and b) it is unlikely that the attempt to increase the importance of the relevant DB will be successful.
iv High-lows discovered who meet the conditions in the third situation should be targeted only if a) the costs of trying to change the relevant perception are reasonable b) it is likely that the perception can be substantially changed (from a perceived competitive disadvantage to a perceived competitive advantage), and c) it is unlikely that the competitor will respond by improving the perception of its brand. It is unlikely that these all three of these factors will exist. Thus, it is unlikely that high-lows in this third situation will be included in a promotional target.

4) Discussion of how attitudinal research can be used to determine whether some of the low-highs should be included in a promotional target

This general segment only needs to be analyzed if it was not eliminated quickly because the product category is need and/or opportunity based. This was discussed previously.

As a reminder, this general market segment consists of those who are less than moderate users of the product category but who are at least moderate proportional users of our brand.

In general, this attitudinal research is helpful in determining how feasible it is for promotion to cause people to become heavier users of a product category (which is what we want to do if we target the category consisting of those who are light to moderate users of the product category but heavy proportional users of our brand). In addition, the attitudinal information is relevant to assess the probability that increased use of the product category will tend to result in increased use of our brand rather than increased use of a competitive brand. Thus, in general both product category and brand-related attitudinal information is relevant with the low-highs (while product category-related attitudinal information was not relevant in the prior discussion of the high-lows).

More specifically, this attitudinal research can help determine the probability that low-highs in the two below situations will become high-highs when promotional efforts are targeted at them. It is critical that you know the relevant attitudinal information with each of the two below situations.
(a) Description and discussion of first situation in which some of the low-highs can be influenced to become heavier users of the product category, along with at least maintaining their higher existing proportional use of our brand.

The first situation occurs when the product category is one that people have conflicting perceptions towards, with both a positive and a negative perception towards the product category. In addition, the importance of the DB on which the positive perception exists needs to be approximately the same as the importance of the DB on which the negative perception exists. 
i Description of persuasive approach to use in this situation

In this situation, the persuasive approach used should involve trying to increase the importance of the DB on which the positive perception toward the product category exists, which would result in a decrease in the importance of the DB on which the negative perception toward the product category exists. A couple of examples are discussed below.

Fast food burger joints is a product category that fits this situation. Some people like the convenience aspect of them but realize that most of the food is low in nutritional value. Advertising that stresses the convenience can be successful in getting people to use this product category more frequently. An old campaign that McDonalds used with the theme of “You deserve a break today” is an example of this. McDonalds targeting of children, who are not concerned about nutrition, is another example. The goal here is for the children to pressure the parents to take them to eat out at fast food burger places more often, hoping that the parent is too tired to resist the children’s’ requests, even though they might like to get more nutritious food for their children.

Beer is another good example. The positives stressed in ads here tend to focus on the sociability aspect and/or relieving the stress of everyday living and work while the negatives can involve danger of driving while intoxicated, loss of judgment and serious health consequences such as liver damage. The very repetitive advertising used by many brands of beer that focuses on the sociability aspect will hopefully get consumers to place less importance on the negatives and place more importance on the sociability aspect.
ii Attitudinal research and information to use in this conflicting perceptions towards the product category situation:

The degree of importance of DBs that could possibly conflict in the product category should be measured for those who are currently light to moderate users of the product category and moderate to heavy users of the brand. If the research discovers that a lot of these customers place moderate importance on the conflicting DBs, then this targeting option should remain under consideration. On the other hand, low-highs who place a lot more importance on the negative DB than on the positive DB should be excluded from a promotional target. Although not absolutely necessary, it is highly desirable that the DB on which the positive perception towards the product category be one that people like to consider out of enjoyment while the DB on which the negative perception exists be a more practical DB that people feel they should consider. In this case, it is not that difficult to get them to place more importance on the DB that results in enjoyment while, at the same time, placing less importance on the DB that they think they should consider for practical reasons. Both examples I gave on the previous page with a) fast food and b) beer are consistent with the conflict between a positive perception on a DB related to enjoyment (convenience with fast food and sociability with beer) and a negative perception on a DB related to practicality (lack of nutrition with fast food burger places and health/safety issues with drinking beer).

In addition, it is necessary to evaluate the probability that any increase in the use of the product category with this targeting option will be with our brand. Thus, the degree of satisfaction with our brand vs. competition should be measured. If this degree of satisfaction toward our brand is higher than towards competitive brands, then it is likely that any increase in use of the product category would involve purchase of our brand. Because the degree of satisfaction with our brand probably will be different for different customers within this relevant segment, only the part of this segment that is at least as satisfied with our brand as with competitive brands should remain under consideration for targeting.

(b) Description and discussion of second situation in which some of the low-highs can be influenced to become heavier users of the product category, along with at least maintaining their higher existing proportional use of our brand.
This second situation exists when the product category is a gift item.

i How and why some of the low-highs may be targeted when the product category is a gift item

The issue here is that so much indirect competition exists with gift items from other product categories that one product category may not be purchased because people partly forget about it. Thus, advertising to increase the level of awareness of the product category that our brand is in can be useful in increasing the chances that the product category will be purchased. Note that neither persuasive approach is needed in this situation, at least when the below attitudinal information exists. More specifically, existing overall attitudes towards both the product category and the brand will be positive and not need to be changed through persuasion.

Although neither persuasive approach is needed, it is far from guaranteed that these customers will become heavier users of the product category and also far from guaranteed that the increased purchase of the product category will result in increased purchase of the brand. This is because there is so much indirect competition that people will consider for gift purchase and competitors in these product categories also do a lot of advertising to keep high awareness of their product category.

You see a lot of advertising for many brands in product categories that are gift items around Christmas. Although the advertising tends to be done for specific brands, such as popular brands of perfume, a primary goal of this advertising often is to stimulate purchase of the product category as a gift.

ii Attitudinal research to use with the low-highs in this gift product category situation
The purchase intentions towards the product category compared to purchase intentions in other products categories in indirect competition as a gift should be used, along with using the degree of satisfaction with our brand compared to the degree of satisfaction with competitive brands. Only those low-highs who have high intentions of purchasing the product category when reminded of it and those who are more satisfied with our brand than with competitive brands should be considered for inclusion in the promotional target.

5) Discussion of how attitudinal research can help determine whether any of the low-lows should possibly be included in the promotional target

As mentioned in the prior discussion of the low-lows on page 6 under “2,” only one situation exists in which it might be appropriate to include some of the low-lows in a promotional target. This situation is discussed below, along with the attitudinal information needed to determine how likely it is that the low-lows in question will become high-highs if they are included in the promotional target.
(a) Identification of the only relevant situation in which it might be appropriate to include some of the low-lows in the promotional target

The product category is in the introductory or the early part the growth stage of the product life cycle.

Here, even when the product category is a necessity for some segments, a lot of people who have the need or opportunity to use the product category may not have used it yet, probably because they have limited awareness and knowledge of the product category and because they are not innovators or early adopters of the product category (The innovators and early adopters are the only two groups who purchase the product category in the introductory and early part of the growth stage of the product life cycle.) . Awareness can be stimulated through advertising and knowledge can be stimulated through sales promotion that gives incentives to try the new product category along with the brand. In addition, since they have not yet purchased the product category, they are not yet committed to purchasing any brand. Thus, when they become users of the product category, they are reasonably likely of purchasing our brand, at least when the relevant attitudinal research discussed below exists.

(b) Attitudinal research to use in this early product life cycle category situation with the low-lows
The most relevant research to measure is the degree of awareness and knowledge of the product category, along with purchase intentions towards purchasing or consuming the product category after being given a description of it in a survey. If awareness and knowledge are low but purchase intentions are high, then promotion could be used to increase purchase of the product category by generating increased awareness and knowledge of the product category (which usually is a relatively easy objective with promotion). In addition, to speed up adoption of the product category, sales promotion (or penetration pricing, for that matter) to encourage quick trial of both the product category and brand can often be effective in getting some of these low-lows to become more frequent users of the product category.

However, increasing the number of customers who use the product category in this situation will be unproductive unless these customers will use the brand of the organization doing the promotion. To help predict the percentage of new product category users who would use the brand, customer ideal points on the DBs important to them also need to be researched. If the research discovers that many of these new potential product category purchasers have ideal points on important DBs that are consistent with the positioning of the relevant brand, then this targeting option could remain under consideration. Even when the research discovers that that some of the low-lows have ideal points consistent with the positioning of the brand and place importance on these DBs, it still can be risky to target them. This risk exists because the research may be inaccurate. More specifically, it can be difficult to accurately measure importance of DBs and ideal points in this situation because customers who have not yet used the product category often do not know what DBs are going to be important to them and what their ideal points are going to be. These desires tend to be based on experience with the product category and potential customers will not have this experience if they have not yet purchased and consumed the product category.
TRANSITION POINT: The discussion of promotional targeting is now complete, so on to the next topic, which is determining the appropriate promotional mix to use.
I. What is the promotional mix?

The promotional mix involves determining which promotional tools are most important to use in a particular situation. 

II. What promotional tools exist?

Although publicity can be viewed as a promotional tool, it is not included here because obtaining publicity is not under the control of the marketer. In fact, negative publicity is more likely to exist than positive publicity because it is more newsworthy. 

Excluding publicity, the primary promotional tools are a) advertising b) personal selling and c) sales promotion.

I do not think that any further explanation of the nature of advertising or personal selling is needed. I suspect you all know what these two tools involve. However, I do want to give you an overview of sales promotion. Sales promotion involves offering financially related incentives to a) consumers (which is appropriately called consumer sales promotion, and/or to b) retailers or even wholesalers when used, which is called trade sales promotion. Some common types of consumer sales promotion involve free samples, coupons, premiums, contests and sweepstakes, and rebates. Consumer sales promotion techniques almost always are given for a short-time period. Some common types of trade sales promotion involve various types of allowances and discounts. Some common ones are display allowances (for retailers who put up a producer’s point of purchase display, advertising allowances (when retailers include a producer’s brand in retail advertising), buy back allowances (mostly used with new products to get retailers to purchase them without having to assume the risk of excess inventory), sales training programs run by the producer for retail salespeople, sales contests offered by the producer for retail salespeople and allowances paid for receiving favorable shelf locations. Although trade sales promotion tends to be done on a short-term basis and is almost always intended to be short-term, it can end up being more of a long-term use because of completion also using trade sales promotion on an ongoing basis. One such example is allowances paid for receiving favorable shelf locations.
III. Organization of remaining discussion of promotional mix

Promotional mixes will be discussed separately for a) business markets (under “IV” below) and b) consumer markets (under “V” below).

IV. Promotional mix in business markets
A. Description of the most typical promotional mix used in business markets

Personal selling usually is the most important tool by a large margin in the promotional mix used in business markets. 

Advertising generally plays a very minor role and is used mostly to generate sales leads.

Initiating sales promotion usually is not a good idea in business markets as the professional purchasers in business markets will usually communicate these offers to competitors who will then quickly counter with a sales promotion offer of their own to avoid losing a large account. Thus, the only reason to use sales promotion in business markets is to counter and negate a competitor who initiates sales promotion.
B. Reasons why personal selling plays such an important role in the promotional mix in business markets

1) Detailed information is needed by business customers for a couple of reasons. First the products sold in business markets tend to be more complex than most products sold in consumer markets. Personal selling is much more effective than advertising in providing this detailed information about more complex products. Second, detailed information also is needed because business organizations usually have purchasing agents whose primary responsibility is to collect sufficient information prior to making a purchase decision. These purchasing agents are used because many business purchases are high deliberation ones, both because a lot of money is at stake and because of the importance of good products, service, and delivery times.

2) Product characteristics or specifications often are customized for individual business customers and negotiated pricing often is used. Both of these things require tailored communications through the one-to-one communication provided by personal selling.

3) Although personal selling is quite expensive on a per customer basis, the high potential sales revenue per customer in business markets means that the potential marginal revenue PER CUSTOMER from a sales contact usually is greater than the marginal costs PER CUSTOMER of personal selling.
4) Although personal selling is quite expensive on a per customer basis, the smaller number of potential customers that tend to exist in business markets means that the total personal selling costs often are within a company’s financial resources. Even if a company does not have the financial resources for its own sales force, it will use wholesalers’ sales forces, probably agent wholesalers, as discussed in the channels notes.
V. Promotional mixes in consumer markets

A. Description of two commonly used general promotional mixes used in consumer markets

Unlike business markets, where there basically is only one common promotional mix used as discussed above, there are two broad promotional mixes used in consumer markets – a push approach and a pull approach. In addition, even when using a pull approach, determining the relative roles of advertising and consumer sales promotion varies from situation to situation. Some combination of push and pull is always used, which means the promotional mix decision in consumer markets comes down to the issue of the relative emphasis on push versus pull.

Both the push and pull approaches are described below, starting with the push approach. The basic difference between the push and the pull approach is the direct target of promotion. The direct target of a push promotional approach is retailers and the direct target of a pull promotional approach is consumers.
1)  A push approach

(a) Objectives of a push approach

One of the objectives of a push promotional approach to get retailers to purchase and then sell the brands from the producer doing the promoting. A second objective of promotion directed at retailers is to get them to give proper advertising support, shelf locations, put up point of purchase displays, aggressive and get them to engage in effective personal selling for the producer in question.
(b) What promotional mix typically is used with a push approach?

Both personal selling that targets retailers and trade sales promotion tend to be used here with very little advertising. As with business markets, the personal selling can be done either by the producer or by merchant or agent wholesalers that represent the producer
2) A pull approach

(a) Description of a pull approach

Consumers are directly targeted with promotion. Thus, the difference between a pull and a push approach is the nature of the direct target of promotion. Consumers are directly targeted with a pull approach and retailers are directly targeted with a push approach

(b) Basic objectives for using a pull approach with new products (in combination with the required use of a push approach)
It is assumed that having the product available for purchase in retail outlets, which is the primary objective of a push approach, is necessary but is not sufficient for consumers to purchase it. It is assumed that they need to be aware of these brands and have at least some interest in purchasing them and that advertising and consumer sales promotion can be used to stimulate consumer awareness and interest in purchasing a brand. 

To summarize, the two most common objectives of a pull approach with new products are a) to obtain awareness and knowledge of the new product, and b) to stimulate sufficient interest and curiosity in the new product to stimulate a trial or initial purchase.

(c) Basic objectives for using a pull approach with established products

The most common objective here is probably persuasion or some sort of attitude change. This objective emphasized and developed at length in the prior discussion of a) the three situations with the high-lows, and the first of the two situations with the low-highs. As a reminder the two basic persuasion approaches involved trying to influence a perception towards a brand on an important DB and trying to influence the importance of a DB on which the brand or product category perception is positive. The first of these two persuasive approaches usually is used in combination with repositioning.

A second objective of a pull approach with an established product is reinforcement or reminder of the brand and the product category.
(d) What promotional tools are emphasized with a pull approach?

Due to the huge size of the consumer market targeted with a pull approach, it is way too expensive, both in total and per consumer, for personal selling to be used here. Thus, the primary tools used are advertising and consumer sales promotion. 
Determining the relative importance or priority of consumer sales promotion versus advertising is difficult and varies from situation to situation. However, the main value of consumer sales promotion is with newer product categories and/or brands in encouraging trial purchase (In this sense, consumer sales promotion is similar to penetration pricing, which was discussed in the other set of notes for this exam.). Consumer sales promotion also may be used with established brands, but probably only when competitors initiate consumer sales promotion and the established brands wants to counter this sales promotion to prevent a loss of customers.
B. To what extent should a push and/or a pull approach be used in consumer markets?
1) A strong push approach is almost always needed, both with new products and established products.

A strong push approach is almost always required because consumers will be unable to purchase and unwilling to purchase a product or brand if it is not sufficiently available and convenient to do so at retail outlets. There is a great deal of direct and indirect competition to obtain sufficient retailer support. Retailers are encouraged to purchase a lot more products and brands than the available shelf space, are encouraged by a lot more producers to give them favorable shelf locations than the number of existing favorable locations, and also encouraged to put up point of purchase displays for a lot more products and brands than they realistically can display. Thus, many competitors will use aggressive personal selling and particularly use aggressive and frequent trade sales promotion. About the only exception to using a strong push approach is with producers who can rely solely on consumers to go to their web site to purchase products. Note, however, that these are producer’s web sites, not retailers’ web sites that would allow the producer to avoid using a strong push approach. Another reason for using a strong push approach on an ongoing basis, even with established brands, is that, unlike consumers, retailers exhibit very little loyalty towards brands and products. Finally, retail purchasing agents are trained to encourage producers to give them extra incentives through trade sales promotion, by playing one producer off against other producers, as this will increase the profits and revenues of the retailer.

2) A strong pull approach usually is needed with higher involvement new products, with advertising being the primary promotional tool used.
At least with moderate to high involvement purchases (or consumer shopping goods), advertising typically is needed when first introducing a new product to generate awareness of the existence of the new brand and to help develop the positioning or image of the new product. In addition, with shopping goods, advertising often is needed to generate sufficient interest and knowledge to trigger an initial purchase. This is because the risks in making an initial purchase are much higher with shopping goods than with convenience goods. Consumers may be willing to make a trial purchase of a consumer convenience good out of curiosity. In contrast, initial purchases with shopping goods are not made out of mere curiosity. A strong interest is needed, such as when buying a new make and model of a car or truck. Thus, advertising is important in these situations (too expensive to try and/or intangible benefits that cannot be determined by trial) to encourage initial purchase. Note that no mention has been made of sales promotion with consumer shopping goods. This is because consumer sales promotion is rather ineffective with shopping goods. The reason is that quality tends to be at least as important as price with shopping goods, particularly with an initial purchase. Thus, using sales promotion, which basically involves offering relatively small and temporary price incentives tends to be unimportant with shopping goods.

3) A strong pull approach often is not needed with new consumer convenience goods.
With new consumer convenience goods, consumers can become aware of products and brands and have sufficient interest to make a trial purchase of them in some instances without any advertising and possibly even without any consumer sales promotion. Consumers often become aware of consumer convenience products and brands in a store and may purchase them on a trial basis out of curiosity even if they have seen no advertising for the brand and if there is no consumer sales promotion incentive to try the brand. If some incentive is needed to encourage trial purchase, consumer sales promotion is usually more important than advertising.
4) When and why is a strong pull approach used with a successful established product that is not being repositioned?
(a) As discussed previously with each of the two relevant situations with the low-highs starting on page 17 under 4, aggressive advertising can be used to stimulate increased use of consumer convenience product categories that involve a) conflicting DBs, particularly when the positive DB involves pleasure or emotion and b) gifts. Some of the most frequently advertised consumer product categories involve this first situation such as beer, fast foods, sodas (particularly Coke and Pepsi), and this was the case with cigarettes before TV advertising of cigarettes was outlawed. 

(b) Aggressive and frequent advertising is used with infrequently purchased higher involvement/shopping goods product categories because there are more DBs to reinforce, particularly when some of the DBs are intangible or image-related. A good example is automobiles/trucks. Here customers do not rely strictly on their own experience to decide what to buy so advertising can play an important role.
(c) Aggressive sales promotion usually should be avoided with established successful brands partly because it usually is quickly neutralized with aggressive sales promotion from competition. The exception is that if a strong competitor starts using aggressive sales promotion, then other organizations need to use aggressive sales promotion usually to counter or neutralize the competitor who initiated the aggressive sales promotion.
(d) Aggressive advertising usually should be used with established products that are being repositioned, particularly with higher risk shopping goods when initial purchases of the repositioned brand need to be based on more than curiosity.

TRANSITION POINT: The discussion of the second major topic in these notes, namely the promotional mix used in a) business markets and b) consumer markets is now complete. The last remaining promotional topic discussed in these notes is determining what revisions to make in a promotional plan and budget once the initial promotional plan is implemented.
I. Making revisions to the promotional plan and budget after the plan has been implemented 


A. What is the basic reason for making revisions to the promotional plan and budget during the implementation period?

The basic reason is that unanticipated events often occur and these events often suggest revisions in the promotional tasks needed, which could then call for revisions in the promotional budget.
This discussion focuses on negative unanticipated events more than positive unanticipated events. Positive unexpected events can happen, but they often do not require any revisions to the promotional plan or budget. However, with negative unanticipated consequences at least serious consideration should almost always be given to making possible changes to the promotional plan and budget. 


B. Identification and discussion of two common unanticipated events that could cause the promotional plan and budget to be revised


1) Promotion is having less of an impact on customer awareness, interest, attitudes, and/or purchasing/consumption behavior than expected. Putting this more generally, promotion often falls short of its objectives.

The basic point here is that tracking research often is conducted after the promotional plan is implemented to determine the extent that each promotional tool is accomplishing its objectives. This research can discover that promotion is falling short of meeting specific quantitative objectives for such things as awareness, attitude change, and purchasing behavior. This tracking research involves both customer and competitive research, and the customer research component includes both attitudinal and purchasing/consumption behavior research. Quantitative realistic goals also need to be established for promotion, as tracking research involves comparing results to goals to determine whether promotion is on-track.
The bulleted pointed below are possible results of tracking research along with possible revisions that might be made with each result. Note the general theme is that it usually is not easy to determine how to adjust the plan and budget. One general revision is to be more aggressive if promotion falls short of objectives. This may make sense in some instances, such as if it is determined that a salesforce is being stretched to thin between trying to service existing retail accounts versus obtaining new retail accounts. The other possible general revision is to less aggressive, which makes sense if the objectives were set unrealistically high and also if the failure might fall outside the area of promotion, such as a poor product design or a lack of a competitive price.

· The salesforce is not getting as many new retail accounts as expected. 

Obviously, the reason for this failure needs to be analyzed. One reason, mentioned in the prior paragraph, is that the salesforce is stretched too thin between servicing existing accounts and trying to obtain new accounts. If they are stretched too thin, then it makes sense to increase the size of the salesforce. Workload analysis should be conducted to see how much time they spend on existing versus new accounts to help determine if they are stretched too thin and not able to spend sufficient time developing new accounts. However, there may be other reasons for this lack of success. One might be not offering strong enough sales promotion incentives to get new retailers to agree to purchase the product in question. This would call for increased trade sales promotion rather than an increased salesforce. Still another reason for this failure could be that the product does not sell particularly well even with retailers who carry it. In this case, the product may need to be improved to be more competitive. If this cannot be done, then perhaps the product should be terminated.
· Fewer than expected new customers are purchasing the new product with the sales promotion incentives offered. 

Since trial purchase usually can be accomplished with aggressive advertising and/or consumer sales promotion, this is a situation in which more aggressive advertising and/or consumer sales promotion often should be used. Changing the content of advertising to stimulate more interest or curiosity about the brand also may be needed. However, there are at least a couple of scenarios in which more aggressive advertising and consumer sales promotion should not be used. First, it may be discovered that those customers who have made a trial or initial purchase of the brand do not repurchase it. In this case, it will be unprofitable to spend more on advertising and/or sales promotion to encourage more trial purchases if they do not result in repeat purchases. Here, the problem rests with the product, and it either needs to be redesigned and repositioned or else terminated. Second, most customers may be highly satisfied and loyal to competitive brands and, thus, resistant to trying new brands. If this is the case, the new product probably should be terminated.
· Research discovers that sales promotion is effective in encouraging trial when the incentive is offered but that repurchase is not taking place after the incentives are discontinued. In addition, it is discovered that attitudes towards the brand in question are less favorable than attitudes towards competitive brands.
Note first that it is important here to examine attitudes towards the brand in question relative to competition for those who make a trial purchase of the brand. In this situation, it does not make sense to spend more money on advertising and/or consumer sales promotion without first repositioning the brand to try to improve attitudes towards it. If repositioning is not feasible, then the product probably should be terminated.
· Consumers’ attitudes toward the product category or brand are not changing to the extent needed and anticipated to generate initial purchases with high involvement products where sales promotion usually is not used. This also can happen with established brands that are being repositioned.
There are a number of options to consider here. One possibility is that the advertising is not very believable. Certainly, this is the case with a lot of advertising, particularly with established brands that have strong existing reputations that are difficult to change. There is a temptation to spend more money on advertising here but this is unlikely to increase believability of advertising claims. The specific content of advertising should be examined to determine if there is a more believable way of communicating the message. If not, then the product either should be terminated or else the target should be shrunk to consist primarily of those who currently are buying a lot of the product category and the brand.

2) Competition does something unexpected that is a competitive threat to us. (This is the second unanticipated consequence discussed.)

This is a very common unexpected event and almost always is negative in the sense that competition is stronger than expected or more aggressive than expected.

(a) Some common types of an unexpected and negative competitive action

· Current competitors do more advertising or sales promotion than we anticipated. 

· A competitor’s (or competitors’) sales force is being very aggressive and effective in trying to take our customers away from us. 

· A new competitor enters the market with aggressive advertising, sales promotion, and/or personal selling.

(b) Possible revisions to the promotional plan and budget when competition is tougher than expected

Before taking any action, it should be determined if the unexpected competition is having a negative impact on our sales and profits. This usually will be the case but the question still needs to be asked. If it is not the case, then it is likely that no revision will need to be made to the promotional plan or budget. If it is having an impact, the first place to look is at the competitor’s product and price. If they have improved their product and/or offer a more competitive price, then our focus should be on being more competitive in these areas rather than changing the promotional plan or spending more money on promotion.
If current competitors do more trade or consumer sales promotion than expected, a quick and aggressive response of our own almost always is required to offset and negate the competitive action.

The unexpected competitive response with which it is hardest to determine how to react is a competitor spending more money on advertising than expected. Here, the knee jerk reaction is to increase the amount that we spend on advertising. However, this is often unnecessary and unwise. Competitors often increase their advertising expenditures out of desperation or the blind hope that it will increase sales. Advertising probably is the area of the marketing mix with which it is most difficult to determine if being more aggressive will be beneficial. Putting it another way, it is the area where it is easiest to overspend and waste money. Thus, we should be very careful about blindly following competition here. In the previous discussion of when and why a strong pull strategy is needed on pages 27-28, I discussed instances in which aggressive advertising is needed and also discussed situations when it is not needed. Unless our product is one in which aggressive advertising is needed, we probably should not increase our advertising budget just because a competitor increases their budget.

C. Summary of discussion of possible revisions in the promotional budget during the implementation period.

If you have concluded that there are no easy answers here, then this actually would be a fair conclusion. In fact, this would be a fair conclusion for much of what we have learned this semester. Marketing is an area where there usually are no simple answers or solutions to things. A lot of careful analysis and customer research is needed and even after this analysis of customers and competition, there often are no clear answers about what marketing actions should be taken.

The fact that there are no easy answers even after careful analysis certainly does not mean that the careful analysis should be avoided. It should not be avoided as it increases the chances of making good decisions, if not optimal ones.

