Memorandum

To:
Director of Marketing, PORQUOI Company

From:
Tristan Karlo S. Chua

Date:
7/24/2006
Re:
Advertising Campaign Decision

The following is the result of the feasibility study conducted to determine which advertising campaign should be employed by the company. Please refer to the table for figures addressed in the recommendation to be stated below.

	Scenario Summary
	 
	 
	 
	 
	 

	 
	Good-Fuzzy
	Good-Hard
	Neutral-Fuzzy
	Neutral-Hard
	Improving-Fuzzy
	Improving-Hard

	 
	
	
	
	
	
	 

	 
	The economy is "Good" in all 4 years and the Warm and Fuzzy ad campaign is used.
	The economy is "Good" in all 4 years and the Hard Edged ad campaign is used.
	The economy is "Neutral" in all 4 years and the Warm and Fuzzy ad campaign is used.
	The economy is "Neutral" in all 4 years and the Hard Edged ad campaign is used.
	The economy is "Improving" in all 4 years and the Warm and Fuzzy ad campaign is used.
	The economy is "Improving" in all 4 years and the Hard Edged ad campaign is used.

	Changing Cells:
	 
	 
	 
	 
	 

	2005
	G
	G
	N
	N
	N
	N

	2006
	G
	G
	N
	N
	N
	N

	2007
	G
	G
	N
	N
	G
	G

	2008
	G
	G
	N
	N
	G
	G

	Ad Campaign
	F
	H
	F
	H
	F
	H

	 
	 
	 
	 
	 
	 
	 

	 Return on sales
	0.05
	-0.03
	-0.05
	0.03
	0.01
	0.00


The table illustrates the expected return on sales depending on the economic outlook for the next four-year period and which advertising campaign – Warm and Fuzzy (F), or Hard Edged (H)– is used to promote the company’s products. If economists foresee a good (G) economy in the coming 4 years, I recommend implementing the Warm and Fuzzy ad campaign (5% return) because it we would be able to capitalize on bigger increases in both Units Sold (10% increase) and Unit Selling Price (6% increase) of Division A products but if we are anticipating a economically neutral (N) 4 years, implementing the Hard Edged campaign (3% return) would be more advantageous because more of Division B’s products will be sold (Units Sold – 12% increase) plus a minimal hike in Unit Costs (1% increase) to manufacture the product. However, an improving (NNGG) economy would not yield much return on sales. This is because both campaigns begin to thrive especially after a couple of years. Such a forecast gives us two years of a relatively neutral economy followed by two more years of a good economy, which is not enough time for either product to take advantage of the economic landscape and consumer response to the ad campaign. 

If forecasts predict an improving economy none of the proposed strategies would yield a return on sales close to 3%, I hereby recommend implementing a more short-term Hard Edged ad campaign (2 years) at the end of which the company’s economists can re-evaluate the economy and a new feasibility study can be performed to determine which option to pursue. Implementing a Warm and Fuzzy campaign would yield a negative return on the first 2 years, with no guarantee that a better economy would come in the following years at which time alone can the campaign start to have a positive return.

