SEGMENT 12: ADVERTISING AND SALES PROMOTION

(Related chapter in text: 19)

LEARNING OBJECTIVES
1. Describe the structure of the advertising industry

2. Describe three theories of how advertising works and their implications for advertising strategy

3. Understand the components of media strategy

4. Understand trends in the use of sales promotion

ADVERTISING EXPENDITURES IN THE U.S. 2003

$245,477,000,000

THE ADVERTISING "INDUSTRY"



        MEDIA



PRODUCERS
          AD-communication efforts 

(CLIENTS)
    AGENCIES

LEADING NATIONAL ADVERTISERS, 2003
PROCTER & GAMBLE
$3.3 BILLION

AOL TIME WARNER
$3.1 BILLION

PFIZER

$2.8 BILLION

DAIMLER-CHRYSLER
$2.3 BILLION

AD TASKS

· INFORM- convey info to market place-pure info to know product exsist 

· PERSUADE- public service commercials, persuade their product is best, advocacy- what they are doing 

· SELL-sell product, 

· REINFORCE-reinforcing the purchase you’ve made 

· REMIND-reminder to use the product that they have 

HOW DOES ADVERTISING WORK? Rememberance and likeability 

THREE THEORIES

· HIERARCHY-OF-EFFECTS-series of mental steps person goes through during purchase 

· LOW INVOLVEMENT

· PRESSURE-RESPONSE
HIGH INVOLVEMENT

HIERARCHY-OF-EFFECTS    

AWARE
COGNITION- perception 

KNOWLEDGE
  "THINK"

LIKING
AFFECT

PREFERENCE

"FEEL"

INTENT
CONATION-behavior 

PURCHASE
   "DO"

"THINK-FEEL-DO"

LOW INVOLVEMENT HIERARCHY

"THINK-DO-FEEL"



COGNITION- aware of product 



CONATION-trial purchase-descibe how you feel 



AFFECT-how you feel about the product 

Dual Mediation- ad effectiveness –exposure to ad-ad like- brand perception-brand attitude And purchase intent- (something that ) (dual mediation-ad liking and brand perceptions, liking the ad, means liking the brand (low-involvement) makes people more acceptable. Places weight on ads that are likeable. 

PRESSURE-RESPONSE THEORY
EFFECTIVENESS


             





# EXPOSURES

FOCUS OF HIGH INVOLVEMENT IS ON MESSAGE QUALITY.  FOCUS OF LOW INVOLVEMENT AND PRESSURE-RESPONSE THEORIES IS ON MESSAGE QUANTITY.

SUBLIMINAL ADVERTISING

--Ambiguous stimuli-stimuli within ad that are hard to interpet, cant tell 

--Embedded stimuli-can tell what they are once we see them 

--Truly subliminal stimuli-below threshold of perception, Lower threshold- can’t see it, or hear it. 

MEDIA STRATEGY
HOW TO DISTRIBUTE THE AD MESSAGE EFFECTIVELY

KEY TERMS


MEDIUM – Tv, Radio


MEDIA VEHICLE-specific incidences (ad in cosmopolitian)

REACH- number of people seeing ad, part of market reached 

FREQUENCY-adverage number of times possible of seeing the ad

(NET) REACH:  TOTAL NUMBER OF CONSUMERS IN TARGET MARKET EXPOSED TO AN AD CAMPAIGN AT LEAST ONCE IN A GIVEN TIME PERIOD.

FREQUENCY:  THE AVERAGE NUMBER OF EXPOSURES TO ANY TARGET CONSUMER IN THE TIME PERIOD. 3-10 exposures 

RULE OF THUMB

AIM FOR AN AVERAGE FREQUENCY OF 3-10 EXPOSURES.

COST PER THOUSAND (CPM):  THE TOTAL COST OF AN INSERTION IN A PARTICULAR MEDIA VEHICLE DIVIDED BY THE NUMBER OF EXPOSURES ACHIEVED THROUGH THAT VEHICLE.

EXAMPLES OF CPM



CPM = Page cost / # thousands of exposures

Time magazine




    Boston Globe
Page cost = $156,000



    Page cost = $32,205

Exposures = 4 million



    Exposures = 499,000                       

CPM = $156,000 / 4,000  

    CPM = $32,205 / 499 

= $39.00






    = $64.54

How effieciently we can reach market 

MEDIA MIX:  THE ARRAY OF MEDIA USED IN AN AD CAMPAIGN

EXAMPLE:  MACDONALDS (IN $ MILLIONS)


 
1982

1992


2002
NETWORK TV

54.1

218.4


264.8


SPOT TV



255.2

132.3


166.2

CABLE



-- 
     
 20.3


47.7

NET RADIO



3.3

 -- 

              6.1

SPOT RADIO


1.6

3.3


5.2

OUTDOOR



3.7

12.5


33.0

MAGS



  -- 

  6.2

            14.0
TOTAL



316.9

393.0


530.7

PLUS 





            1992
   
2002


NEWSPAPER



  
 1.7

  2.1


NATIONAL NEWSPAPER


   1.1

  1.0

SYNDICATED TV



  18.9

32.2

SUNDAY MAGAZINE


 
      --

  1.3

INTERNET





--
 
  1.2

"UNMEASURED MEDIA


 329.0
                   761.3    event marketing, mail 

   TOTAL



$743.6
             $1,335.7

TYPES OF SALES PROMOTIONS
CONSUMER



TRADE-wholesaler contest 
COUPONS (1 finacial ) 
REBATES (tech)



DEALER CONTESTS

SAMPLING (free)



TRADE ALLOWANCES-discount on purchasing more 
PREMIUMS(free merchandise relate to product, get shave cream freee razor, clothing biggest) 




CO-OP  ADVERTISING-manu will pay for portion for retailer adv for portion of their brand being shown 
CONTESTS
(sweepstakes)


TRADE SHOWS—how manu will reach convenient stores 
P-O-P MATERIALS (draw attention to brand) 




Coupons-free standing inserts (inserted in newspaper) 86%
Katalina-reel of coupon on receipt, tied to purchases you have made, or past purchases-behavior based marketing 
Man—retailer-consumer

Push-trade promotion-manu to retailer we want you to buy product (co-op, trade allowances) then retailer pushes product to consumer, comes from manu to retailer to consumer
Pull consumer oriented (coupons), manu sends coupon to consumer for certain product, created demand at consumer, and it pulled from manu since retailer has high demand  
Most use blend of both 

TRENDS IN ADVERTISING AND SALES PROMOTION EXPENDITURES

% OF BUDGET DEVOTED TO:
1980
1988
1996
ADVERTISING

43%
32%
27%

SALES PROMOTION


· CONSUMER
23%
24%
25%

· TRADE

34%
44%
48%
 4 largest advertising 
-Network tv (desperate housewifes, abc)

-Spot Tv- ad time controlled by local affiliate (abc) like political campaign for certain area, local market

- cable-cause media fragmentation-(espn, etc) Advertise on cable, from cable company

-Syndicated: independent producer, sell packages to local or cable, original (opra) or re-runs. The syndicator will sell and those ads will sell in targeted areas. 

-Radio-Podcast-time shifting and space shifting 

-Outdoor- ad in mall, billboards 

Andrea spokesperson:

WHY HAS SALES PROMOTION INCREASED?  

· GROWING RETAILER POWER (walmart) in negotiations, more ability to abstract co-ops and trade allowances 
· INCREASED PROMOTION SENSITIVITY-people are tuned into deals, and will wait for them.. 
· BRAND PROLIFERATION/ AD CLUTTER- new products, and ads.. people notice chance to save some money, push from retailers or consumer demand 
· SHORT-TERM FOCUS/ACCOUNTABILITY- quaterly performace, inordinate focus on quaterly sales so use sales promotion in short run to reach quota not long sale making. 
