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Time Constrainits no

Sufficient time before S
decision must be made?

i yes
Data Availability
Information on hand »

inadequate for making
the decision?

yes

Nacture of Decision

Is decision of considerable S
strategic or tactical

importance?

l yes

Benelfits vs. Costs

Does value of research A————
information exceed the

cost of conducting research?

yes_|

Conduct Marker Research

When should we conduct
market research?

Research

should |

not be

conducted
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Figure 7.6 Optimal Price Midway Between, Variable Cost and MEF

Table 7.3 Optimal Price = 15, (MRP + Variable Cost)
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Setting the Promotion Mix: Push vs. Pull Strategy

Push strategy

Producer marketing activities Reseller marketing activities

{personal selling, {personal s=lling, advertising,
trade promoetion, etc,) sales promotion, etc.)

| Wholesalers &
Retailers

L 4

Producer Consumers

Pull strategy

Producer marketing activities
(consumer advertising, sales promotion, ete. )

Demand Wholesalers & | Demand
Retailers

Producer Consumers
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Baseline Sales, Incremental Sales, and Promotional Lift
Estimates of baseline sales establish a benchmark for evaluating the incremental sales
generated by specific marketing activities. This baseline also helps isolate incremental
sales from the effects of other influences, such as seasonality or competitive promo-

tions. The following equations can be applied for defined periods of time and for the
specific element of the marketing mix that is used to generate incremental sales,

Total Sales ($,#) = Baseline Sales ($,#) + Incremental Sales from Marketing ($,#)

Incremental Sales from Marketing ($,#) = Incremental Sales from Advertising (5,#)
+ Incremental Sales from ‘Trade
Promotion ($,#)
+ Incremental Sales from Consumer
Promotion ($,#)
+ Incremental Sales from Other ($,#)

Incremental Sales ($,#)
Baseline Sales ($,%)

Lift (from Promotion) (%) =

Marketing Spending ($)

Cost of Incremental Sales ($) =
S . Sl Incremental Sales ($,#)

The justification of marketing spending almost always inv
mental effects of the program under evaluation. However, bécanse some marketing
costs are often assumed to be fixed (for example, marketing staff and sales force

Sharif Unive salaries), one rarely sees incremental sales attributed to these elements of the mix. IE Faculty

estimating the incre-
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Coupon Redemption Rate (%) =

Cost per Redempt;on %) =
" pon Cost ($) =

Total Co

Coupons

H. Shavandi
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Redemption rates, Costs for Coupons and Rebates, Percentage Sales with Coupon
Redemption rate is the percentage of dlstr;buted coupons or rebates that are used

(redeemed) by consumers.

Redeemed (#

[Cost per Redemption ($) * Coup

Coupons Distributed (#)

+ Coupon Printing and Distribution Cost (8)

h Coupon ($)

.Sales ($)

Coupon Face Amount ($) + Redemption Charges ($)
s Redeemed (#)]

|IE Faculty
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Figure 8.2 Downward Spiral—Promotional Effectiveness
Profits Pramotion 3
Promotion 2
Promotion 1
4 -
“BASELINE” ™
Time
Figure 8.3 Successful Promotion with Long-Term Benefits
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Figure 9.2 Illustration of Cumulative Advertising Effectiveness
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WEIGHTED FACTOR SCORE METHOD

LU XIS B O VU V. W ST I U B BT L B - 1 LI Vo) RS A

Factor
| Factor Score A
Weight (B) Rating
(A) A*B
Factor o|{ol|02|03|04([05|06[07]|08]|09]1
Effectiveness 0.15 v 0.015
Amount of Profit 0.35 v 0.105
Experience 0.2 v 0.12
Amount of Investment 0.3 v 0.06
Total Score 0.3
Sharif University of Technology IE Faculty
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HIERARCHICAL PREFERENCE ORDERING METHOD

Factor in Order of Ml:lmum Strategy | Strategy | Strategy | Strategy | Strategy
Importance ass 1 2 3 4 5
Level
Amount of Profit 0.5
Amount of Investment 0.3
Experience 0.4
Effectiveness 0.3
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STRATEGY SIMULATION METHOD
Variables Present New Acquisition Private
Distributors | Distributors a 3 Brand
1 2 4
Investment 300000 500000 2500000 | 100000
Price per Bag 2.7 2.5 2.7 2.2
Contribution Margin per Bag 1.2 1 171 0.7
Mean Monthly Advertising Budget 5000 50000 10000 5000
Advertising Effectiveness Coefficient 1/2.0 1/1.8 1/1.9 1/2.0
Initial Number of Distributors 80 20 60 60
Growth rate pt_er Month in Number of 0.02 0.04 0.01 0.02
Distributors
Maximum Numb(?r of Distributors 150 150 150 150
Permitted
Distribution Effectiveness Coefficient 1/2.5 1/2.0 1/2.2 1/2.2
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