
LECTURE 4: OBJECTIVES, BUDGETING, STRATEGY PLANNING [Where do we want to be?] 

 

CHAPTER 7: ESTABLISHING OBJECTIVES AND BUDGETS 

 

Role of objectives: 

 Communication: facilitate coordination of the various business units.  

 Planning and decision making: guide the development of IMC strategies.  

 Measurement and evaluation: provide a benchmark to measure success or failure.  

 

SMART objectives: specific; measurable; achievable; realistic; and timed.  

 

Should objectives be sales oriented? NO. That is the role of IMC marketing objectives. Nonetheless, objectives: 

 Should aim to increase sales.  

 Require economic justification.  

 Are based on sales performance.  

 

BUT sales is dependent on many other factors: technology; competition; quality; price; distribution; demand. Thus, 

objectives should be more broad-based and incorporate ALL business units.  

 

Marketing objectives (measuring the DO): 

 Identify what is to be accomplished by the overall marketing program.  

 Defined in terms of specific and measurable outcomes (e.g. market share).  

VS 

IMC objectives (measuring the LEARN and FEEL): 

 Statements of what various aspects of the IMC program will accomplish.  

 Defined in terms of more broad-based and subjective outcomes (e.g. awareness).  

 

 IMC objectives filter down from marketing objectives and create favourable predispositions toward the brand.  

Challenges with communications objectives: 

 Translating marketing (sales) goals into communications objectives.  

 Difficulty estimating what constitutes an adequate level of awareness, knowledge, preference etc.  

 There are NO formulas or guidelines for performance measurement and evaluation.  

o In order to benchmark, the attitudes and knowledge of the target market must be known. 

 

Zero-based communications planning: 

 Involves determining: 

o What tasks need to be done? 

o Which market communications functions should be utilised and to what extent? 

 Focuses on objectives and the task to be done, and searches for the best strategies to accomplish them.  

 

Budgeting: carried out using economic theory, marginal analysis, and contribution margin.  

 Consideration to internal and external factors must be given.  

 Contribution margin: total revenue generated – variable costs. 



 Marginal analysis: states that an increase in promotional expenditure results in an increase in sales and gross 

margins to a point, after which they plateau. The challenge is identifying the point at which sales plateau.  

o Limitations: assumes a direct link between sales and IMC (this is NOT the case).  

 

Approaches to budgeting: 

 

1. Build-up approaches:  

1a. Objective and task method: establish objectives; determine tasks; estimate task costs; sum costs.  

 Advantages: budget is driven by objectives.  

 Disadvantages: difficult to determine which tasks will be required; underestimation of task costs.  

1b. Payout planning method: determines investment value by projecting revenues over n amount of years (as a %).  

 

2. Top-down approach: top management sets limit; budget developed to stay within constraints.  

2a. Affordable method: management determines the amount to be spent in various units.  

2b. Arbitrary allocation: budget is determined by management solely on the basis of what is felt to be necessary.  

2c. Percentage-of-sales method: budget is based on the sales of the product.  

2d. Competitive parity method: budget amounts are established by matching the competitor’s expenditure.  

2e. ROI budgeting method: promotions are considered investments and are expected to earn a certain return. 

 

Factors that influence budget amounts: 

 Organisational structure.  

 Use of expert opinions.  

 Decision maker/s (approval).  

 Negotiation channels.  

 Approach use (top-down vs build-up).  

 Company performance.  

 

 


