Chapter 20—Managing Advertising, Sales Promotion, Public Relations, and Direct Marketing

Overview

Advertising XE "Advertising" —the use of paid media by a seller to communicate persuasive information about its products, services, or organization—is a potent promotional tool. Advertising takes on many forms (national, regional, local, consumer, industrial, retail, product, brand, institutional, etc.) designed to achieve a variety of objectives (awareness, interest, preference, brand recognition, brand insistence).

Advertising XE "Advertising"  decision-making consists of objectives setting, budget decision, message decision, media decision, and ad effectiveness evaluation. Advertisers should establish clear goals as to whether the advertising is supposed to inform, persuade, or remind buyers. The factors to consider when setting the advertising budget are: stage in the product life cycle, market share, competition and clutter, needed frequency, and product substitutability. The advertising budget can be established based on what is affordable, as a percentage budget of sales, based on competitors’ expenditures, or based on objectives and tasks, and based on more advanced decision models that are available. 

The message decision calls for generating messages, evaluating and selecting between them, and executing them effectively and responsibly. The media decision calls for defining the reach, frequency, and impact goals; choosing among major media types; selecting specific media vehicles; deciding on media timing; geographical allocation of media. Finally, campaign evaluation calls for evaluating the communication and sales effects of advertising, before, during, and after the advertising.

Sales promotion and public relations are two tools of growing impor​tance in marketing plan XE "marketing plan" ning. Sales promotion covers a wide variety of short-term incentive tools designed to stimulate consumer markets, the trade, and the organization’s own sales force. Sales promotion expenditures now exceed advertising expenditures and are growing at a faster rate. Consumer promotion tools include samples, coupons, cash refund offers, price packs, premiums, prizes, patronage rewards, free trials, product warranties, tie-in promotions, and point-of-purchase displays and demonstrations. Trade promotion tools include price-off, advertising and display allowances, free goods, push money, and specialty-advertising items. Business promotion tools include conventions, trade shows, contests, sweepstakes, and games. Sales promotion planning calls for establishing the sales promotion objectives, selecting the tools, developing, pretesting, and implementing the sales promotion program, and evaluating the results.

Marketing public relations (MPR) is another important communication/promotion tool. Traditionally, it has been the least utilized tool but is now recognized for its ability in building awareness and preference in the marketplace, repositioning XE "repositioning"  products, and defending them. Broadly, MPR is those activities that support the ultimate sale of a product or service. Some of the major marketing public relations tools are news, speeches, events, public service activities, written material, audio-visual material, corporate identity, and telephone information services. MPR planning involves establishing the MPR objectives, choosing the appropriate messages and vehicles, and evaluating the MPR results.

Learning Objectives

After reading the chapter the student should understand:
· The importance of setting the advertising objectives

· How media decisions are made

· Why messages must be evaluated

· How advertising budgets are determined 

· How advertising can be evaluated for effectiveness

· The purpose of sales promotion

· What sales promotion tools are available

· How sales promotion programs are developed

· The importance of evaluating sales promotion results

· The overall processes and strategies related to the use of direct marketing channels 

· The issues (public and ethical) related to direct marketing

· The future of direct and on-line marketing capabilities

Chapter Outline

I. Developing and managing an advertising XE "Advertising"  program 

1. Advertising is any paid form of nonpersonal presentation and promotion of ideas, goods, or services by an identified sponsor. Five major decisions involve the mission, money, message, media and measurement

B. Setting the advertising XE "Advertising"  objectives—according to whether the aim is to inform, remind, or persuade

C. Deciding on the advertising XE "Advertising"  budget—five factors to consider include stage in the product life cycle, market share and consumer base, competition and clutter, advertising frequency, and product substitutability

D. Choosing the advertising XE "Advertising"  message—creative stage

1. Message generation—utilizing an inductive versus deductive framework

2. Message evaluation and selection—focus on one core selling proposition and aim for desirability, exclusiveness and believability.

3. Message execution—impact depends not only on what is said but how it is said (positioning). Creative people must also find a style, tone, and format for executing the message

4. Social responsibility review—make sure the creative advertising does not overstep social and legal norms

II. Deciding on media and measuring effectiveness XE "Media" 
1. Deciding on reach (number of people exposed at least once), frequency (total number of times they are reached) and impact (qualitative value) 

· The relationship between reach, frequency and impact, specific media, media timing, geographical allocation

a) Media selection: target audience, media habits, product, message, and cost

· Determining the most cost-effective media to deliver the desired number and type of exposures to the target audience 

2. Choosing among major media types XE "Media"  

a) Target audience media habits

b) Product characteristics

c) Message characteristics

d) Cost (based on cost-per-thousand exposures criterion)

3. New media—rethinking the options

a) Commercial clutter, advertorials, infomercials

b) Result is coming death of traditional mass media, as we know it—more direct and consumer control coming

4. Allocating the budget—increasingly spent attracting attention than on the product itself

5. Selecting specific vehicles—measures include:

a) Circulation, audience, effective audience, effective ad-exposed audience

b) CPM adjustments based on audience quality, audience-attention probability, editorial quality and ad placement policies

6. Deciding on the media XE "Media"  timing 

a) Macro-scheduling (according to seasonal or business trends) 

b) Micro-scheduling (allocating advertising expenditures within a short period to obtain the maximum impact)

c) Models for media timing: Kuehn (if no carryover and habitual behavior then percent of sales justified)

7. Deciding on the geographical XE "Media"  allocation

a)
National versus international
b)
Spot buying (ADIs and DMAs)

8. Evaluating advertising XE "Advertising"  effectiveness

a) Communication-effect research—copy testing, consumer feedback, portfolio tests, laboratory tests 

b) Sales-effect research—share of voice and share of market, historical approach, experimental design

c) Advertising XE "Advertising"  effectiveness: a summary of current research

III. Sales promotion 

· Consists of a diverse collection of incentive tools, mostly short term, designed to stimulate quicker and/or greater purchase of particular products/services by consumers or the trade 

· Rapid growth of sales promotion—result is clutter, like advertising clutter

A. Purpose of sales promotion

1. Varying purposes and results, depending on degree of brand awareness/loyalty

2. Farris and Quelch benefits studies—testing to lead to varied retail formats

B. Major decisions in sales promotion

1. Establishing objectives (larger sized units, trial, attract switchers, etc.)

2. Selecting the sales-promotion tools (consumer-promotion, trade-promotion, and/or business- and sales force promotion tools)

3. Selecting business and sales-force promotion tools

4. Developing the program (make decisions on the size of the incentive, conditions for participation, duration of the promotion, distribution vehicle, timing and the total sales-promotion budget)

5. Pretesting, implementing, controlling, and evaluation the program

a) Overall, sales promotions work best when they attract competitors’ customers to try a superior product and get a switch.

b) Consumer surveys, experiments and scanner data indicate results 

IV. Public relations 

· Involves a variety of programs designed to promote and/or protect a company’s image or its individual products. The five activities of public relations include: press relations, product publicity, corporate communications, lobbying, and counseling. Increasingly, marketing managers are turning to MPR, which seeks to support marketing objectives

A. Marketing public relations

1. Major decisions in MPR

a) Establishing the marketing objectives (build awareness, build credibility, stimulate the sales force and dealers, and hold down promotion costs)

(1) Differences between PR and MPR 

(2) More working together

b) Choosing messages and vehicles 

2. Implementing the plan and evaluating results 

a) Exposures, awareness/comprehension/attitude change 

b) Best: sales-and-profit impact

V. Direct marketing

A. Growth of direct marketing 

1. Direct marketing is the use of consumer-direct channels to reach and deliver goods and services to customers without using marketing middlemen 

2. Goal is long-term relationship building (customer relationship marketing)

B. Growth of direct marketing 

1. Catalog and direct-mail sales growing at a rate of 7 percent annually, compared to retail sales growth of 3 percent

2. Electronic—Internet user population at 100+ million, and 2 million Web sites in 2001 

3. Key variable is market demassification (constantly increasing number of market niches, all tied to cost of driving, traffic, parking, time, lines and lack of retail sales help)

4. Days; 1.5 million Web sites; forecast (2002) e-commerce sales of $327 billion

C. Benefits of direct marketing—benefits of focus and timing for both consumers and sellers

D. Integrated direct marketing—goal of right overall communication budget and allocation of funds to each communication tool (multiple vehicle and multiple stage campaigns)—maxi marketing

E. Major channels for direct marketing

1. Face-to-face selling—field sales

2. Direct mail—high target market selectivity, personalized, flexible

a) Post office, overnight carriers, fax mail, e-mail, or voice mail

b) Phases of direct marketing: carpet bombing, database marketing, interactive marketing, real-time personalized marketing, lifetime value marketing

3.  XE "Channels" Constructing an effective direct-mail campaign

a) Objectives—order-response rate is usually 2 percent

b) Target markets and prospects 

c) Consider other elements—construct an effective offer. Five components: outside envelope, sales letter, circular, reply form, and reply envelope

d) Offer elements

e) Testing elements

f) Measuring campaign’s success: lifetime value

(1) Breakeven response rate 

(2) Determining customer lifetime value (CLV)

4. Catalog marketing—on paper, CD-ROM or online

F. Telemarketing and m-commerce 

1. Telemarketing—using the telephone to sell products/services—both inbound and outbound for telesales, telecoverage, teleprospecting and customer service and technical support

2. Other major media XE "Media"  for direct-response marketing (direct-response advertising, at-home shopping channels, and videotext)

G. Kiosk marketing—customer-order-placing machines

H. E-marketing—e-business includes EDI, extranets, fax and e-mail, ATMs, smart cards, the Internet and online services (marketspace) 

1. Permission marketing—letting consumers have a say in what comes to them—building trust

2. E-marketing guidelines—giving the customer a reason to respond, personalize content of e-mail, offer something not available per direct mail, easy to “unsubscribe”

Lecture—Advertising in the New Economy

This lecture focuses on the changing nature of each of the promotional elements, particularly the decreasing use of traditional advertising and an increase in sales promotion, public relations and the interactive media.

Teaching Objectives

· To enhance the student’s perspective on the important and changing role of advertising

· To give the student perspective on some of the tools not normally associated with advertising and sales promotion

· To provide specific examples and approaches for using public relations in marketing strategy

Discussion

Introduction—Where Is Advertising Headed?

The traditional use of advertising has fallen victim to new technologies and changing priorities in the marketplace. As a result, advertising agencies realize that in order to survive, they must adapt. Future success depends on the ability to understand not just advertising but all areas of promotion, and to assist clients in developing and implementing Integrated Marketing Communications programs. In this context, sales promotion, direct marketing and public relations have all gained prominence, due to the relative advantages of each tool.  

It is no secret that consumers historically have been bombarded with too many advertising messages and likely cannot remember them all. This glut of promotion has led to a marketplace that is very skeptical of the traditional advertising pitch. As a result, advertisers have begun to disguise their sales messages, abandoning the familiar pitch and embedding messages subtly into popular culture. Products have begun appearing more regularly in television shows, on video and board games, and in movies. 

Saturation—Are We There?

Seeking to make advertising more entertaining, popular television stars have begun portraying their characters in commercials. Research has shown that fast-paced, high movement ads are more likely to be watched, particularly when they do not highlight product attributes. This fact has led several marketers to present stories in their ads, rather than provide details on the product for sale. The result is that often it is difficult to tell the difference between an advertisement and a television program.

Brand names and logos have begun appearing on everything from bananas to bowling pins and sidewalks to ski poles. Many sports arenas are now more commonly referred to in conjunction with a major advertiser who footed the bill for needed renovation, or possibly an entirely new venue. Even infomercials, which have typically been low budget and used by relatively unknown brands, are now being employed by big brands, such as Microsoft, Ford and Eastman Kodak.

This trend toward blurring the distinction between advertising and entertainment is expected to continue for as long as traditional advertising messages represent nothing but clutter in the minds of consumers. 

As has been discussed previously, the market is fragmented and harder to reach. The increased power of retailers has led to greater usage of trade-oriented promotions, new product offerings have seemed anything but innovative, and consumers clearly are less brand loyal than they once were. 

As a result, there has been much more emphasis on some of the tools of promotion that once were relegated to a back seat during the height of advertising in America. It is useful to note that advertising spending as a percentage of total promotional expenditures has declined in recent years, although the Internet, sales promotion, direct marketing, telemarketing and other forms of promotion have increased. 

Media advertising averaged 42 percent of company promotional budgets in 1977, but by 1999, the media advertising portion of the total budget fell to fewer than 30 percent. Much of this spending has gone to the Internet, sales promotion and direct marketing.

Seeking Benefits in Sales Promotion

Sales promotion also has become a recognized tool for reaching customers in ways not possible with other means of promotion. Although advertising focuses primarily on long-term image building, sales promotion has a short-term orientation. Because sales promotion encompasses activities ranging from coupons, samples and refund offers, it also can have a very direct and measurable impact on the consumer. In companies that continue to use a brand management structure, this is key to determining success. No other form of promotion can elicit the same speed of sales response. Those who are familiar with its benefits are also using sales promotion more strategically.

It should be pointed out, however, that sales promotion traditionally has been utilized at the point of sale so that it effects a connection only to those potential buyers already in the market for the particular product or service.This is changing, however, with at least one sales promotion tool integrated into relationship marketing strategies. Frequency marketing programs that reward a customer for multiple purchases are a widely used sales promotion tactic that encourages building long-term customer relations.

Dabbling in Direct Marketing (Including the Internet)

Direct marketing is becoming the replacement for advertising in many companies today. It is not only a logical offshoot of the one-to-one marketing trend, but it also can be significantly less expensive, if done properly. Another very important aspect of direct marketing is that it provides not only great portability and reach but also the ability to measure response. Measures of response have long been among the more important issues in advertising, and with the recent technical advances that allow pinpoint marketing, it is possible to reach virtually any customer, anywhere. 

Compared with general advertising, direct marketing, whether traditional direct marketing or direct marketing via the Internet, enables a firm to sell to individual, by name, address and purchase behavior, compared to broad group demographic and psychographic identification and contact. Also, compared to general advertising, where the requirement to build image, awareness, loyalty, benefit and recall may require considerable time before a purchase action, direct marketing can motivate an immediate order or inquiry. 

Another major advantage of direct marketing is the fact that there is no need for a retail channel; the channel medium now is the marketplace itself. Although this may work as a negative factor for some consumers who still want the feeling of less risk that comes from direct contact with the product, and direct recourse, the overall gain for most marketers can be substantial. 

Public Relations  

Another integral component in marketing strategic planning is consistent public relations activities. Public relations provide opportunities for cost-effective differentiation and is quickly becoming one of the most important elements in the marketing mix. Because it carries the impact of a respected third-party endorsement, public relations should work in tandem with other promotional tools to foster a total corporate communications package. Strategic public relations can:

· Build consumer confidence and trust

· Position companies as leaders and experts

· Introduce new products

· Cultivate new markets

· Reach secondary markets

· Extend the reach of advertising 

· Make news before advertising 

· Complement advertising by reinforcing messages and legitimizing claims 

· Supplement advertising by communicating other product benefits 

· Gain exposure for products that cannot be advertised to consumers

· Gain awareness through other than advertising media 

· Tailor marketing programs to local audiences to distinguish companies and their products from the competition

· Win consumer support by identifying companies and brands with causes they care about

· Generate sales inquiries

· Motivate staff efforts

Public relations activities include: anniversaries, award programs, article writing, annual meetings, community programs and events, customer hotlines, grand openings, interviews, luncheons, newsletters, press releases, seminars and sponsorships.

Direct Marketing and Interactive Strategy 

As more clients and agencies begin to understand and explore the marketing potential of the Internet, e-marketing has evolved from companies simply creating their corporate presence online, to establishment of e-commerce-enabled sites, and to the first stages of building and measuring one-to-one customer relationships. Here are several Interactive campaign competitions that had a goal to engage and create a dialogue with their respective targets. Be ready to judge each of them.

Evaluate these campaigns based on their exemplary use of the electronic media. Look for online campaigns (or components of larger, integrated campaigns) that embody innovation and creativity. How effectively does the campaign appear to achieve the marketer’s objectives and goals? Do the interactive elements serve to reinforce the objective or overall strategy? Is the overall strategy creative and well geared to the online/electronic medium? Finally, does the interactive campaign push the envelope, test or experiment with new technologies, capabilities and/or formats? 

Spring Fling a Winner for Cover Girl 

This program involved recording a variety of kissing sounds for inclusion in the Web site. It revolved around a contest offering a chance to win $100 in free makeup, as well as a $500 shopping spree in the winner’s favorite store. 

The ad agency recognized that the target market—teen girls—comprise an Internet-savvy bunch who would require more motivating components than just another draw. Teen girls are very interactive, but they do not want to just be talked to, or talked at; they want to be a part of it. 

Preliminary research by P&G suggested that contests, particularly those conducted online, are not memorable for teens, according to a spokesperson for Cover Girl. The Cover Girl comment: “Every teen we spoke to had entered several online contests in the past month, but not a single one could recall a sponsor from any of them.” 

Accordingly, the idea of the interactive campaign was to get interaction around the color palette. In other words, the “Get Color Matched Now” section of the Web site allowed browsers to select makeup hues and build a custom palette to be submitted and saved as the contest entry. The products of preference would become the foundation of the $100 Cover Girl gift pack, if the participant won. In addition, visitors also gained access to a savable/printable version of their favorite shades, for future shopping reference. This was considerably more relevant and engaging for teens to participate in than any other online contest. 

An initial e-mail outlining the program was sent to 10,000 girls who had opted in to receive the Cover Girl Connections newsletter via the American Cover Girl Web site. Although there was no additional media or promotional support, the site drew more than 8,000 unique visitors during a six-week span, and more than 6,000 contest entries. 

Another component that helped drive teens to the site was the refer-a-friend incentive. Kids could boost their chances at the grand prize with each successful e-mail referral at the final point of contest registration. In fact, this component drew a 34 percent response rate. Indeed, the entire campaign far surpassed the quantifiable objective of receiving a 10 percent to 15 percent response rate for the original e-mail, as the rate actually fell at 39 percent. 

The ad agency determined (nothing new) that friends are the number-one influencers of teens’ buying decisions. The program was successful because it creatively leveraged this consumer insight in a way that was low risk and nonintrusive—it got teens talking to their friends about Cover Girl through both the contest referral and the e-Kiss applications. 

Teens could also send e-Kiss postcards, bestowing pecks to pals and boyfriends. They also were able to select the color of lips (from a range of Cover Girl shades), their shape and the sound of the kiss. A Cover Girl logo and a link were visible on the e-mail sent to gal pals, while a nonbranded version was available for boys. 

In fact, teen girls seemed to embrace the smooching, as the e-Kiss cards grabbed the most attention on the Web site, recording a 70 percent response rate. 

Cover Girl presented a very fun way for their target to interact with the products [and] colors, which can sometimes be a challenge. The refer-a-friend feature allowed for great pass-along and increased the database of names to market to next time. Consumers could increase their knowledge of the products with the personalized makeup palettes. 

(Ask for student evaluations here.)

Suggested Response: 

This is a fun and engaging campaign that provides an excellent example of the right approach matched up with the right medium and the right target audience. Teenage girls love to try out things, and the Mix & Match contest gave them this opportunity, along with a chance to win some great prizes. The e-Kiss marketing postcard was not only simple in its design, but also on target for this demographic. 

Chivas Regal Stirs the Fancy of a Younger Demographic 

Chivas Regal is not just for stodgy old suits, but for ambitious young suits too. This is what parent company Seagram hoped to convince the 25- to 34-year-old, university-educated crowd in just three cities, with its “When You Know” interactive campaign. 

The challenge was that Chivas had an older, more established audience, and it was trying to attract younger males through a cheeky, edgy banter. Seagram hoped that the age group would recognize this label as one that relates to their lifestyle and that they would feel comfortable drinking in a public forum. 

The effort was mainly about conveying the brand’s sense of humor. Seagram used 22,000 no-charge, opt-in e-mail addresses from an e-marketing firm to announce the contest. When respondents visited, they were exposed to five Flash animation vignettes exhibiting the whiskey label’s personality: one that is intelligent, irreverent and audacious. 

In one of the scenarios, a man strains to squeeze into a pair of plaid pants. The copy reads, “When you know, it’s not the clothes that make the man, but the clothes that make the man buy new clothes.”  Another shows an attractive woman in black lingerie holding a whip. “When you know, it’s gonna hurt, but you kinda like it,” it says. 

The strategy, which linked back to Chivas Regal’s global “When You Know” print, TV and outdoor venture, presented a targeted effort geared at upwardly mobile urbanites. The tagline neatly relates back to the brand because it implies that when you reach a certain age, you know what a good scotch is. It indicated that the campaign related to the target’s sense of humor because they wanted to share it with friends. 

There was, however, a risk of going overboard with the message. The question was, is this edgy enough to be relevant and impactful or is it beyond good taste?Apparently, however, it did not turn off almost 12,000 people who entered the contest, 50 percent of whom also consented to receive additional communication going forward. 

Chivas also invested in a banner “run of site” campaign on Yahoo! that appeared to subscribers in the demographic range, as well as similar initiatives on Excite@Home and Hotmail.com. Advertising on Canoe.com, which included a banner leveraging relevant content such as sports, entertainment and finance, was also stirred into the mix. In total, 137,000 e-mails were sent, and more than 1.5 million impressions purchased. The average click-through rate for the entire banner ad effort was 0.44 percent, meeting the industry’s overall success rate of between 0.3 percent and 0.4 percent. 

Comments 

The “When You Know” Chivas campaign had clean, appealing graphics with catchy, witty messaging that managed to give the product a hip and youthful spin. It did not require a high-speed connection to view. The campaign produced solid results, generating a 21.7 percent click through rate. Given that this brand was launching to a new, younger demographic, the results were good. 

E*TRADE 

Drawing leads for online stock trading amid a depressed economy can be a challenge. For E*TRADE this challenge called for a multimedia contest that would encourage ongoing participation. 

For the contest, E*TRADE aspired to meet the total participation numbers from the previous contest, no small feat given that participation has tended to fall by as much as 46 percent in a declining market. 

As well, the effort aimed to increase participation among E*TRADE’s most valuable population segments: “aggressive affluent,” 40-something individuals with families and capital to protect, who generally hold assets of $100,000-plus; and “get rich quick,” aged 18 and up consumers who view risk as part of everyday life and tend to hold less than $50,000 in assets. 

The E*COMBAT stock market game kicked off April 30 and ran to June 8. A grand prize of $15,000 and six weekly prizes of $1,000 sought to capture the target audience’s attention. Boot-camp-inspired images and aggressive copy invited individuals to join in the game, which was supported by TV, radio, print and online executions from April 23 to June 1. 

The game’s registration process enabled E*TRADE to segment participants into three groups: those with no previous online trading experience, those who trade online with an E*TRADE competitor and those who were current E*TRADE customers. Targeted e-mail messages sent to these segments throughout the game sustained participation and encouraged conversion to account holders. 

The game achieved 172 percent of the previous contest’s total participation, and matched the previous contest’s participation during the first three days alone. More than 5,500 trades were executed during the first 13 minutes. And the game appealed to E*TRADE’s most valuable customers, with a 300 percent rise in participation among the “aggressive affluent” and a 275 percent  boost among the “get rich quick.” 

Lecture—Marketing on the Information Superhighway: Are We There Yet?

This lecture discusses computer-based marketing.  Because there is much useful information on this subject in the contemporary literature, it would be useful to update with current examples. 

The discussion begins with several examples of techniques for utilizing on-line and integrated marketing to enhance the firm’s market position. This leads into a discussion of the implications for the firm and the industry.

Teaching Objectives
· To stimulate students to think about the critical issues in online and integrated marketing, pro and con, for a firm

· Points to consider in proceeding into the online marketing arena, with a specific strategy 

· Role of online strategies and policies in helping the firm achieve a specific strategic planning position

Discussion

Introduction—to “Net” or Not

As we all know, despite the claims to the contrary, the “Net” and the “Web” cannot be everything to everyone.  They may provide a wonderful conduit for data exchange, and they offer an exciting new channel for creative communication, but for some marketers there still may be a question of the degree to which they can or will utilize the Internet on their way to a marketing “best combination” of strategy and media. The superhighway system has in many ways linked people and ideas and shortened trips to everywhere, but progress and efficiency are lost on many travelers who are far less interested in the journey than the destination. 

There are many questions about what is happening in the world of marketing on the Internet. Who is doing it? Whose customers are already cruising the Web, and which customers are not even interested? What tools are being developed to make Web sites even more dynamic and inviting? Most important of all is the question of whether and how business can be conducted in cyberspace.  

The goal in this discussion is to provide an answer to the traditional question asked of all parents traveling with their children: “Are we there yet?” The answer may be: “Not yet, but we’re getting closer all the time.”

The Data on PC/Internet Use

There are pluses and negatives for the Internet. For example a negative indicator comes from a cluster analysis that shows that although the number of Internet users in the United States  and elsewhere continues to climb at substantial rates, there are many who and will remain resisters to the media and the marketing potential. 

Based on information usage categories, ranging from newspaper readership to interest in home shopping, the Internet population can be divided into roughly six groups: High Brow Info Achievers, Info Strivers, Learn and Play Families, Mainstream Consumers, Information Laggards, and Low Brows. 

Ideal targets for online marketers are represented by Info Achievers, Info Strivers, and to a lesser degree, Learn and Play Families. These groups, however, represent less than 30 percent of U.S. households. Stiffening levels of resistance are more likely to be encountered as the categories descend beyond mainstream families toward Information Laggards and Low Brows. Such resistance makes it clear that any penetration of PCs and PC-based technology above 70 percent will require major changes in pricing and applications. 

Clusters

The following is a synopsis of cluster characteristics:

High Brow Info Achievers: This cluster includes the most educated and affluent consumers. Their intensive use of information has translated into materially successful work and lifestyles, and they tend to be managers, executives and owners. PC ownership is universal in this group. Modem and broadband (cable and DSL) penetration is also very high, as is CD- ROM use, online service and Internet penetration.

Info Strivers: This cluster comprises the second 5 percent of households. Although highly successful, and PC and modem owners, they tend to also be younger, and have not yet achieved the same degree of financial success as Info Achievers. They tend to be professionals, rather than executives and/or owners.

Learn and Play Families: The third highest cluster, Learn and Play Families are middle to upper middle class and tend to have the highest percentage of school-aged children. Subsequently, the parents of these kids are often willing to buy into technology to benefit their kids, even though they have little use for the technology themselves. PC ownership is very high in this cluster, and modem ownership and use continues to trail off but is rising. Many parents in this group remain surprisingly unaware of the benefits of online services and the Internet, and they continue to fear the potential influence of unsavory online/Internet services.

Mainstream Consumers: A broad range of occupational groups is found here. Mainstream Consumer households tend to be slightly older than both Learn and Play families and Info Strivers, and household incomes fall below $50,000 for the first time. Their relationship to technology can be summarized as: “If it is useful and not too expensive, I may be interested.” Inexpensive home banking services, for instance, have begun to rope these people into expanded use. For now, however, PC penetration stands at only about 65 percent, and modem/online service penetration, although still in the area of 30 percent continues to grow every year.  

Information Laggards: This group tends to consist of workers who do fairly well by earning over $40,000 per year, but who have uncomplicated information needs that are easily met by TV. A quarter of this segment holds blue-collar employment. Only about 20 percent own PCs, and modem/ nline service use remains essentially nil. Where children are found, there are positive attitudes towards use of technology to further education in the future. The modest income level of these households in the past discourages adoption, but as the prices of reasonably powerful computer systems have come down below $1,000, this argument has lost some validity. Most people/households in this category characterize PCs and the Internet as “confusing or expensive.” 

Low Brows: This cluster consists of several distinct types of users generally earning less than $30,000 per household that do not use information in its more complex print or media forms. For example, most retirees are found here, as are most consumers who are either without college degrees and/or are unemployed. Surprisingly, the most frequently occurring age in this cluster is 28, which sheds new light on the popular image of youth as our leading technology adopters. This group shows that many less educated or otherwise disadvantaged younger households simply don’t use much information other than TV news and perhaps a newspaper or popular magazine. They are unlikely to become computer literate because they continue to believe that computers and the Internet are “useless.” 

Given the lack of demonstrated interest among several substantial segments of the population, a mass-market orientation for the Internet is not yet complete. The technology continues to evolve and improve, however, and new and better applications continue to appear almost daily. 

Going Online—What to Do and Not Do

For those who were under pressure a few years ago to take their company online, and were not sure about where and how to go about it, there should no longer be any question about the value of the medium. Increasingly the questions about what the Internet and other interactive media can or will do for any particular organization have been answered in the affirmative. There still remain, however, a couple of unanswered questions:   

· How does the interactive media fit with the existing marketing program?

· Have the majority of targeted consumers recognized the value of the medium and use it effectively?

Fortunately, integrated marketing is not a radical departure from traditional advertising. It is about selling, a principal as old as civilization itself. To create a successful campaign, marketers have to adapt marketing conventional wisdom to fit the new media.

Marketing and Advertising
1. 
Absolut Vodka’s ads always feature its distinctive bottle, as shown in Figure 1. For this holiday ad, the company commissioned a specially designed bottle cover to suggest that sipping Absolut is a warm holiday experience, and photographed the ad in the knit designer’s New York City apartment.

a. 
How would you classify this magazine ad in terms of its advertising objective? 

b. 
Analyze this ad in terms of message execution, style, tone, and format. 

c. 
What is the most striking part of the ad? Would the ad be as effective if the headline and copy were more prominent? Why? 

Answer

a. 
The objective of this ad appears to be to remind current customers to continue buying and drinking Absolut. It is clearly not aiming to inform or to persuade; vodka drinkers may need minimal reinforcement of their brand choice.

b. 
This ad uses message execution to sell the Absolut image, not the product itself. The style is presented to reinforce and support the product’s image. The format is full-color, full-page size for effective execution of the concept, with holiday colors appropriate to the season. The ad contains minimal copy to focus attention on the bottle shape and the brand name in the headline. The tone is not staid and conservative but slightly hip and stylish. Students may suggest other observations about this ad, as well.

c. 
The most striking part of the ad is, of course, the bottle in a colorful knit cozy. The ad would not be as effective if the headline and copy were more prominent, because the visual representation of the bottle’s shape supports and reinforces the brand image without the need for additional information provided by words.

2. 
The ad in Figure 2 invites advertisers to advertise on the Ask Jeeves search site, Ask.com. The message states that an ad on Ask Jeeves will reach consumers “when they are most receptive to your message.”

a. 
Analyze this ad in terms of the reach, frequency, and impact an advertiser might expect from using Ask Jeeves as an advertising vehicle.

b. 
Discuss how a media planner might look at the four media variables of media habits, product characteristics, message characteristics, and cost when considering Ask Jeeves as an Internet advertising vehicle.

c. 
What additional questions would a media planner ask when making a decision about whether to advertise on the Ask Jeeves site?

Answer
a. 
An advertiser using Ask Jeeves as an advertising vehicle would be interested in knowing how many different consumers visit the Ask.com Web site during a specified period (reach) and, ideally, being sure the ad would reach as many consumers in the target market as possible. Ask Jeeves may not be the best vehicle for reaching certain targets, such as technically sophisticated consumers or business customers. In addition, the advertiser would expect to get multiple exposures for its ad, building frequency as needed to convey its message and allow the target market to comprehend the meaning. Finally, the advertiser would expect a powerful impact from linking its ad to a popular, well-known search engine—more impact than if the advertiser used a different online vehicle.

b. 
When considering media habits, a media planner would want to know the composition of the Ask Jeeves audience, described by demographics, behavior, and other characteristics. This information would allow the media planner to be sure that the audience matches the target market for the product being advertised. Next, the media planner would look at product characteristics to be sure that the good or service being advertised could be adequately described or displayed in a banner ad or other link on the Ask Jeeves Web site. Also, the media planner would consider message characteristics to be sure that the amount of information in the Ask Jeeves message and the timing of the message are appropriate for the product being promoted. Then the media planner would have to look at the cost of reaching each Ask Jeeves visitor in terms of the overall advertising budget.

c. 
Students may suggest a number of questions that a media planner would ask when making a decision about advertising on the Ask Jeeves site. These might include (but not be limited to): the experiences of other advertisers in achieving reach and frequency goals; the lead time for preparing new online ads; limitations in size, color, and other message characteristics; and the ability to target specific consumer segments based on questions asked or other behavior. 

3. 
**BONUS AD--See Companion Web site!  As this ad shows, Reckitt Benckiser used coupons to introduce a new product, Old English Furniture Wipes. The ad also reinforced the new product’s key benefit (“cleans and shines without residue build-up”).

a. 
What type of objective is Reckitt Benckiser likely to have set for this sales promotion? Why are coupons especially appropriate for this objective, rather than other sales promotion tools?

b. 
What implementation issues did Reckitt Benckiser have to consider when planning this sales promotion?

c. 
How might the company evaluate the results of this sales promotion?

Answer
a. 
Reckitt Benckiser probably set a consumer trial objective for this coupon promotion, because the product is new. It may also have set a repurchase objective to encourage consumers to buy again after they have tried the new product for the first time. Coupons are especially appropriate for both these objectives. A coupon lowers the price and therefore makes the product seem less risky to first-time buyers; it also rewards repeat purchasers by lowering the price on a subsequent purchase.

b. 
The company had to consider a number of implementation issues, such as: how far in advance the coupons had to be created, printed, and provided to the media vehicle for distribution; how much stock was in place in retail stores, ready for consumer purchase, when the coupons were distributed; and how retailers would be compensated for accepting this coupon. Students may identify additional issues as well.

c. 
Reckitt Benckiser can count the number of coupons redeemed and compare that to the program’s objectives as a way to evaluate the outcome of this promotion. The company may also want to determine whether this sales promotion affected other objectives, such as brand-name awareness.

4. 
**BONUS AD--See Companion Web site!  This Toyota magazine ad is based on one of the company’s social responsibility initiatives, specifically its efforts to create environmentally friendly vehicles.

a. 
Does this ad use a rational or emotional positioning? Why is the positioning appropriate for this message?

b. 
At which stage(s) in the hierarchy of effects model might this ad be most effective in influencing the targeted consumer segments?

c. 
Why do you think Toyota made the graphics more prominent than the headline and copy in this ad?

Answer
a. 
This ad uses rational positioning by providing specific information about how Toyota is working toward more environmentally friendly vehicles. This is an appropriate positioning because it provides hard evidence of Toyota’s commitment and progress, in keeping with the copy, which states that “we’ve done more than just talk.”

b. 
This ad might be most effective in targeting car buyers in the knowledge, liking, preference, and conviction stages of the hierarchy of effects, because it provides specific evidence of Toyota’s commitment to and progress toward vehicles that are environmentally-friendly—information that would be viewed in a positive light by consumers who hold strong beliefs about the need to protect the environment.

c. 
The graphics seem designed to attract attention by stimulating curiosity. Once readers notice the leaf-like car and read the headline, they are more likely to continue reading and find out why the other cars are following this single green car. In addition, this approach lightens the tone of the ad so it does not come across as too sanctimonious or preachy but rather seems friendly and upbeat.

Online Marketing Today—Start Sampling

More manufacturers are working with Web-based companies to mount targeted consumer sales promotions on the Internet. StartSampling, for example, helped Golden Books Publishing distribute samples of a new book to mothers of young children. In exchange for receiving a free sample, the mothers filled out a brief online survey. The results far exceeded the company’s expectations: although Golden Books projected a 25 percent response rate from this online sampling program, it actually achieved a 67 percent response rate—and it obtained valuable marketing research at the same time.

To see how StartSampling operates, visit its home page (www.startsampling.com). What benefits does this site emphasize for participants? How does it encourage consumers to continue returning for additional samples? How can manufacturers become involved with this site? Why would a manufacturer choose to offer samples through StartSampling rather than through another method (such as in-store sampling, for example)?

Answer

The StartSampling site stresses that participants will be able to try new things (a major benefit for consumers who crave variety or want to be the first to have a new product). It also emphasizes that companies need and want consumer feedback. Students may cite other benefits that appear on the home page or other pages. To keep consumers returning to the site, StartSampling offers contests and frequency marketing points, rotates its offers, and other techniques. Manufacturers can learn how to get their samples distributed through StartSampling by clicking on a link on the home page and following the instructions—a process purposely made as easy as possible to encourage more companies to participate. StartSampling says its sampling methods are not only cost-effective, but companies can obtain a significant amount of research data because consumers must answer survey questions to qualify for samples.

You’re the Marketer—Sonic PDA Marketing Plan

Advertising, sales promotion, public relations, and direct marketing—both online and off—are among the most visible outcomes of any marketing plan. Marketers plan these programs with special care because of the support they provide for the product, pricing, and distribution strategies described in the marketing plan.

At Sonic, you are starting to plan the promotional support for launching the new personal digital assistant (PDA) product next year. After reviewing your earlier marketing-mix decisions and thinking about the current situation (especially your competitive circumstances), respond to the following questions as you decide on your promotion strategy:

· Based on the overall promotion decisions you made in the previous chapter, should Sonic use advertising to support the PDA introduction? If so, what advertising goals will you set, and how will you measure your results?

· What message(s) do you want to communicate to your target audience? What media are most appropriate, and why?

· Should you use consumer or trade promotion or both? Which promotion tools would be most appropriate for your new product introduction? 

· Should you use public relations to promote Sonic and its products? If so, what objectives will you set, and which tools will you plan to use?

· How can you use integrated direct marketing to support your new product introduction?

· Which of the direct marketing channels are most appropriate for reaching PDA buyers?

· What role should e-marketing plan in your new product launch?

Consider how the promotion programs you are planning will fit with the other decisions you have made and with Sonic’s goals and objectives. As your instructor directs, summarize your programs in a written marketing plan or type them into the Marketing Mix section of the Marketing Plan Pro software.

Answer

Advertising is likely to be needed to support Sonic’s sales and profit goals and to create a brand image within the target market. Students may suggest advertising objectives related to (1) informing consumers and business buyers about the new product’s features and benefits, (2) making them aware of the brand and build positive attitudes and preferences, and (3) stimulating trial. To measure results, Sonic would compare actual sales during and after the ad campaign with the sales projections that were set prior to the campaign. Sonic will also want to commission research to measure awareness, attitudes, and preferences among the target audience. 

Students may suggest various messages and media. Their answers should relate to Sonic’s overall goals, mission, and strategy, including establishing the brand image and helping the company compete in an increasingly crowded market. (Ask them to look back at their answers to the questions in the previous chapter.) Messages and media must also be appropriate for the target market. Similarly, students’ suggestions about the use of sales promotion, public relations, and direct marketing must be consistent with Sonic’s strategy, audience, and other marketing-mix decisions. Thus, Sonic will want to offer a product warranty and perhaps a point-of-purchase display as well as sales contests, but coupons, prizes, sampling, and free goods are probably not appropriate for introducing a high-tech product. Public relations should be an important part of Sonic’s marketing plan, including news releases, product publicity, and corporate communication. Integrated direct marketing would help Sonic coordinate all its messages in all media for a multiple vehicle, multi-stage campaign that ultimately results in product sales. Students should use their creativity in suggesting suitable direct marketing and e-marketing approaches for the Sonic PDA.

Marketing Spotlight—Volkswagen 
Volkswagen, the fifth-largest automaker in the world, was founded in 1937. The first prototype was actually built in 1935 by Ferdinand Porsche, founder of the car company bearing his name, who had been commissioned by Hitler to build a “Peoples Car.” Volkswagen began selling its Beetles in North America in 1949, a year in which only two of the vehicles sold in the United States for $995 each. By 1955, the company had sold one million vehicles worldwide. Today, Volkswagen manufactures a number of other car brands, including Audi, Lamborghini, Bugatti, Bentley, Rolls-Royce, Skoda, and Seat. 

Growth Years

With the help of creative and effective marketing, Volkswagen became a household name in America during the 1960s. The company’s marketing program in the United States during this decade was designed to make the brand’s underdog status an advantage. This was accomplished with self-deprecating advertising that made light of the Beetle’s shortcomings. Some memorable slogans for the Bug include “Think Small,” “It’s Ugly But It Gets There,” and “Nobody’s Perfect.” These self-effacing slogans ran counter to the advertising tradition of U.S. automakers, which usually involved lofty descriptions of a car’s style, power, grace, and superior design. The classic Beetle rapidly became a cult favorite, then a popular favorite, and eventually was to become the number-one selling car in history with over 22 million units sold. Volkswagen was not afraid to use the occasional hard sell. One particularly persuasive print ad paired a Volkswagen with a snowplow and a heavy blanket of snow on the ground and asked, “What do you think the snowplow driver drives to work?” Volkswagen also developed a stylish automobile called the Karmann Ghia, which was humorously advertised as the car “for people who can’t stand the sight of a Volkswagen.”

Decline and Recovery
After sales of VW cars in America peaked at 569,000 units in 1970, cutthroat competition among compacts, especially from Japanese manufacturers, hurt Volkswagen’s sales. The company also made an unfortunate marketing move that compounded its problems. It “Americanized” its image, by advertising the opening of an VW assembly line in Pennsylvania—the first U.S. assembly line set up by a foreign auto maker—at a time when imports were become popular. The 1980s were not much better for the company, as sales continued to decline.

By 1990, Volkswagen was looking for ways to revitalize its business in the United States. Sales had slipped to a mere 1.3 percent of the American market from a high of 7 percent in 1970. The company developed an advertising campaign that centered on the word Fahrvergnugen, German for “driving pleasure.” This strategy was considered a risk at the time because many assumed Americans would not adopt a German word as a slogan. The hard-to-pronounce word nevertheless became an instant pop-culture buzzword, but U.S. sales continued to drop to under 50,000 units. The company clarified its brand message under the umbrella of the “Drivers Wanted” slogan in 1995, and U.S. sales rose 18 percent to 135,907 cars in 1996.

Classic Influences Tempt Consumers
In 1998, Volkswagen released a modernized version of its iconic Beetle to a car-buying public nostalgic for the vintage style. Ads for the New Beetle echoed the irreverent humor of the ads from the 1960s, with one ad reading “If you sold your soul in the ‘80s, here’s your chance to buy it back.” Another ad emphasized the difference between the modern engine and notoriously underpowered traditional Beetle with the slogan “Less Flower, More Power.” American buyers leapt at the chance to buy the classically influenced—but clearly modern—cars, often at well above sticker price. Waiting lists for the new cars, which sold more than 55,000 units in 1998, were common. The company also experimented with the Internet as a marketing and sales medium, holding a special Web-only launch of 2,000 New Beetles in two previously unavailable colors, Reflex Yellow and Vapor Blue. Volkswagen sold out its inventory immediately. By drawing consumers into Volkswagen showrooms, the New Beetle helped the company achieve 50 percent growth in sales volume between 1998 and 1999. 

In 2001, the company unveiled its latest retro offering—the Microbus—as a concept car. The car, not expected to be available to the American public until 2003, will likely set off another wave of nostalgia and help the company achieve further sales growth. Other new models slated for introduction include a sport utility vehicle and a luxury V-8 Passat sedan designed to compete with BMW and Mercedes. Volkswagen’s history of brilliant marketing will likely lead to success for these new models. 

Sources: Al Beeber, “Volkswagen Sets Stage for New Microbus.” Lethbridge Herald, June 14, 2001; Rupert Spiegelberg, “If You Love Bug, Rejoice.” Houston Chronicle, June 29, 1997; David Kiley, “VW Goes More Off Beat With ‘Wanted’ Ads.” Brandweek, April 28, 1997; David Welch. “VW: Now That’s How to Rebuild a Brand.” Business Week, June 19, 2000; Keith Naughton. “Can You Say Fahrvergnugen?” The Detroit News, February 2, 1990; Randall Rothenberg. “The Advertising Century.” Advertising Age, March 29, 1999; “Volkswagen Sales Fall with Beetle’s Demise.” Reuters News Agency, October 15, 1982

Questions 

1. What are some of the ways in which Volkswagen epitomizes the meaning and value of the marketing concepts in the text?

2. Suggest creative extensions of VW’s marketing tactics and strategies in applications of advertising, promotion, public relations and other promotional techniques?  

Suggested Responses

1. VW is an excellent example in the resourceful application of many different marketing forms and media. With few resources available to draw buyers, VW has conducted seemingly offbeat and nonmass advertising campaigns. Maybe part of the success is due to the nature of the VW as the people’s car. Where most cars are similar to every other, VW defies the traditional approach in both vehicles and advertising. VW’s success may be due to many factors, but it draws a generally higher demographic and also those who wish to be different and unique versus “move with the herd.” In addition, the demographic tends toward younger people (or aspire to younger), single men and women, those oriented toward German quality, and those who expect and demand high value and mechanical quality versus high style. VW marketing appears to fit the uniqueness of the car and the people who own and drive it.

2. The VW tendency toward “self-effacing” to draw attention indicates that a logical extension could be sports marketing connections because many in the VW demographic appear to be fitness and sport-minded, including both men and women. They also could consider utilizing marketing connections with other marketers that appeal to the same type(s) of customer. Accordingly, the Internet and other interactive media could be a logical and effective extension for VW. This application could fit well with VW’s national buys, augmenting and enhancing existing advertising and brand images. There is possible synergy between the qualities of the newer interactive media and the VW demographic. Because VW products are perceived to be innovative and cutting edge, they should have considerable appeal to potential customers who also utilize some of the more innovative interactive media such as digital cable and the Internet. 

On a Web site such as Sports.com, with content such as fan forums, games, and celebrity chat interviews, VW could promote a sporty model such as the Golf to an international audience. In addition, this would be an appropriate setting to run pop-up questions related to car-buying habits and user tendencies that could provide information useful for future interactive media placements. Because VW produces and sells well in many developing countries, especially in Mexico and South America, the sports connection has considerable value related to the passion for soccer.

Another application could be a Web site promotion with a major department store and/or with an AOL or MSN lifestyle site. The VW Polo might be an appropriate model to utilize in a lifestyle site because the Polo appeals to younger women who have in the past been a major factor in the worldwide VW demographic. 

Analytical Tools for Marketing Management—Advertising Weight Decisions

Note the concept of and process for calculating BDIs and CDIs explained in an earlier Analytical Tools exercise. If students have forgotten this concept and calculation process, they should be urged to reread that exercise.

Questions

1. Based on the data provided in the Student Guide, calculate the BDIs and CDIs for the ten markets.

2. Determine which are problem and/or opportunity markets (See Student Guide for discussion).

3. Assume that the brand spends $10,000,000 a year for national advertising. How many dollars should he added to each problem or opportunity market, based on the decision rules discussed previously? Show work.

4. If another factor is added to this problem, specifically, the “responsiveness to advertising,” would this improve the method of weighting markets? Explain.

Answers

1. BDIs and CDIs for the ten markets.

	
	
	BDI
	CDI

	1.
	Indianapolis
	93
	99

	2.
	Houston
	105
	110

	3.
	Hartford
	91
	91

	4.
	Atlanta
	113
	105

	5.
	Buffalo
	96
	100

	6.
	Cincinnati
	87
	105

	7.
	Miami
	198
	170

	8.
	Milwaukee
	88
	95

	9.
	Memphis
	133
	151

	10.
	Kansas City
	121
	117
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Sample calculation—for Indianapolis: 
BDI  .98 / 1.05 = 93     






CDI  1.04 /1.05 = 99

2. Calculations for Problem and Opportunity Markets:

	
Problem Markets are:
	Opportunity Markets are:

	a. Indianapolis
	a. Houston

	b. Buffalo
	b. Cincinnati

	c. Milwaukee
	c. Memphis


3. Adding extra dollars to the problem and opportunity markets is done as follows:

	Problem Markets
	Budget ($)
	Add 5% of total
	Add 20% to problem markets
	Bring opportunity markets to CDI levels
	Totals

	Indianapolis
	$9,800
	$967
	$1,960
	___________
	$12,727

	Buffalo
	8,200
	967
	10,000
	___________
	10,807

	Boston
	8,000
	8,333
	20,000
	___________
	10,567

	
	
	
	
	
	

	Opportunity Markets
	
	
	
	
	

	Houston
	$13,500
	$967
	_________
	$648
	$15,115

	Cincinnati
	8,100
	967
	__________
	1,677
	10,744

	Memphis
	10,000
	967
	__________
	1,020
	11,987


· Note that the sum of advertising budgets for the 10 markets was $116,000. Five percent of the $116,000 divided by six markets was $967.

· Remind students that all markets likely would receive the benefit of national advertising such as network TV or national magazines. This technique is, in reality, a local/regional add-on type of budgeting activity.

Responsiveness to advertising is difficult to prove, but a weighting technique might be a step in the right direction. Still, the tough part is determining how many sales were directly related to or as a result of advertising because there are so many marketing mix variables operating in the marketplace. How can one be sure of the role of advertising versus a price reduction, an increase in distribution, or a new package design?

� EMBED Equation.3  ���
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