Student Name_______________________________
MKT 1070 – Extra Credit Homework Assignment (45 points)
ADVERTISING BUDGET- OBJECTIVE AND TASK METHOD


The L.S. Green Furniture Company uses the objective and task method of setting up its advertising budget. The advertising manager, Mr. Gromers, feels that this method is the best way for the company to plan its advertising. Members of the store’s staff first identify the merchandising events that will be held during the budget period. Then Mr. Gromers determines the advertising that will be needed to promote these events properly, how much advertising will cost, and sets up the budget according to these figures. If the competition proves particularly active in promoting one category of merchandise, such as mattresses, the advertising budget can be adjusted so that additional funds can be spent to promote this merchandise.


Mr. Gromers also uses the objective and task method to set up the advertising budget by finding out how many units of an item must be sold. He plans an advertising campaign to accomplish this task. If the units have not been sold after spending the allotted funds, additional funds will be scheduled to accomplish the task.


Shown below are the L.S. Green Furniture Company’s gross sales and actual advertising expenditures for each month of last year. Note the variations in amounts spent from month to month. Also note the relationship of the amount spent on advertising and the gross sales of each month. (You will have to calculate the total to make this comparison).

Month

Sales


Newspaper
Direct Mail
Radio-TV
Total
January
$60,000

$1,500

$360

$1,200

February
  80,000

  1,800

  400

  1,200

March

112,000

  2,200

  900

  1,200

April

100,000

  2,400

  900

  1,800

May

  70,000

  1,900

  450

  1,200

June

  85,000

  1,800

  310

  1,300

July

110,000

  2,100

  550

  1,700

August

  31,000

  1,700

  700
   
  1,100

September
102,000

  2,900

  340

  1,000

October
105,000

  1,800

  850

  1,500

November
  90,000

  1,500

  400

  1,200

December
  65,000

  2,000

  200

  1,200

Total

Planning the Budget:


Mr. Gromers has obtained from the merchandise manager, the following list of merchandising events, which are to be held during the coming year. For each event Mr. Gromers has estimated the advertising expenditures that will be needed to accomplish the promotion.



SPECIAL PROMOTIONS, L.S. GREEN FURNITURE COMPANY

1. Carpet promotion in February (Newspaper, $1,000; direct mail, $800).

2. Children’s furniture promotion in April (newspaper, $500;TV, $500).

3. Summer furniture sale in July (Newspaper, $800;TV$240:direct mail, $160).

4. Annual mattress sale in September (newspaper, $1000;TV, $200)

5. Lamps and accessories in October (direct mail, $800).

6. New line of Danish furniture in November (newspaper, $1,400; direct mail,$600; TV, $400).

Mr. L.S. Green, Sr., owner of the furniture company, has advised Mr. Gromers that he would like to sponsor a weekly 15-minute radio program during the coming year. Mr. Green feels this would keep the business name before the public and allow the business to advertise regularly with a result of less cost than the past and present usage of spots. This would not necessarily be the only radio advertising time used by the company, but would probably be the most of it. At the time desired, a weekly 15-minute program on a 52-week contract would cost $231 per program. This would be budgeted at $1000 per month.
In addition to the major merchandising event for the coming year, Mr. Gromers has been asked to maintain advertising to stimulate approximately $240,000 of sales in the area of office furniture. This can be done, Mr. Gromers believes, by spending about $2,400 evenly over the year on newspaper advertising ($200 per month) and $720 in direct mail advertising at about $60 per month.

Mr. Groomers feels that the regular merchandise of L.S. Green Furniture Company needs to be advertised on a fairly regular basis, so he plans to spend, in addition to the above amounts, about $1000 per month in the newspapers. Direct mail material is sent to a select list of customers, and inserts on current merchandise are sent with monthly statements to credit customers. These activities are estimated to cost, in addition to the above direct mail cost for promotions, about $200 per month.

The months of May, June, July and August are very slow; and to maintain and increase sales, these months must receive additional advertising effort. Mr. Gromers feels that each of these months needs an extra $900 devoted to newspaper advertising. This store also will buy advertising space in the newspapers’ special Christmas supplements, and this will increase the December budget for newspaper advertising by $1100.
These are the major advertising objectives for the coming year. Each of these tasks will be planned in more detail just prior to the time they are to take place, but this preliminary planning gives Mr. Gromers a pretty good idea of what needs to be considered in the overall advertising budget. On the next page you are asked to prepare the budget using these data. In doing this, try to separate each of the objectives and associated costs. By putting these together you will have the advertising budget for the L.S. Green Furniture Company.


Prepare the advertising budget for the L.S. Green Furniture Company. Use the data provided by Mr. Gromers in the previous page. The anticipated gross sales for each month are given below, but these figures are not needed for the development of the budget. Show how much is planned for each medium each month, then figure totals for the month and for the year.

Month

Anticipated

Planned Advertising Expenditures





    Sales
Newspaper
Direct Mail

Radio-TV
Total

January
$70,000

February
120,000

March

100,000

April

110,000

May

  80,000

June

  95,000

July

115,000

August

  40,000

September
105,000

October
110,000

November
120,000

December
  60,000
_________
__________

________
_________

Total

Questions on the Budget:
1. What was the amount of the last year’s sales?_________________________________

2. How much was spent on advertising last year?     ______________________________

3. What percentage of sales was spent on advertising last year? _____________________

4. What are the anticipated sales for the coming year? ____________________________

5. What is the planned advertising expenditure for the coming year? _________________

6. What percentage of anticipated sales is the planned advertising expenditure? ________

7. What is the planned expenditure for newspaper advertising? ____________________

8. What is the planned expenditure for direct mail advertising? _____________________

9. What is the planned expenditure for the radio and television advertising? ___________

