








3.SHOULD I CUT PRICES?

Are consumers willing to pay a premium during the economic
downturn? Based on Nielsen's Homescan survey in October
2007 and April 2008, price increases have been noticed by
most shoppers. Nielsen data indicates that consumers would
prefer manufacturers to offer larger sizes with lower price per
serving.

This does not necessarily mean manufacturers must launch at a
low price! Instead, other options are to change the competitive
set, add a consumer benefit with price increase or change
positioning to appeal to new consumer segment.

Even with a low-price strategy, you must focus on product
delivery. Product performance is still crucial to long-term

success.

Consumers may also be willing to pay a premium for a truly
innovative product. Nielsen's experience indicates that the
more innovative and differentiated an initiative is, the less

price-sensitive consumers are about this initiative.
4.SHOULD | CUT ADVERTISING SPENDING?

Consumers must be aware of the product in order for them to
buy it. Advertising drives awareness for new products.

A strong proposition is important, but it is not enough. High
correlation exists between awareness and new product trial
rate. Without advertising, it is very difficult to make consumers
aware of a product.

The reality is that advertising support may have to be cut. Make

smart decisions. New products are almost always more
responsive to advertising than established products, mainly to

build awareness. Media support should be focused on the
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innovations with the highest potential to succeed and drive

incremental sales.

Build on the strength of the brand. It's important to keep
brands as strong as possible. For big brands a slight loss of share
could be a significant loss of revenue. If necessary, reducing
media support should be considered for struggling brands. If the
plan is to relaunch struggling brands, advertising support is still

important to drive consumer awareness of the relaunch.

Deciding how to cut advertising support, if necessary at all, is
not a “one-size-fits-all" decision. Consumers' needs may no
longer be the same as they were a couple of months ago -
organizations must understand what they want. “You must get
out into the marketplace yourself and talk to consumers
directly to understand their pain points and how they are
changing attitudes and behaviors in response to price inflation.”
(John Quelch, professor at Harvard Business School)

Sustained long-term investment pays off! The sad truth is that
two-thirds of new products’ sales decline in the second year
after launch. Continuing to invest in new products in the
long-term helps to maintain or grow sales.

Lower media costs can also be taken advantage of. Many
industries are hurting. Companies in these industries will have
incredible pressure to cut advertising support, which will likely
result in more affordable advertising for others. If a competitor
in a category advertises less, others can capture greater share of
voice simply by maintaining their media investment.
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RECOMMENDATIONS

Taking a long-term view through the economic downturn, a
short-term ‘business as usual’ stance on marketing, production
and innovation through a recession has historically yielded the

best long-term returns.

1. Continue to Innovate. Innovation is key to growth.
Consumers are still willing to buy new products as long as it
meets a need. Remember the role of innovation is not to drive
interest but to drive trial. New product introductions can be
successful even during economic slowdown. Investing in
innovation now will put organizations in an even stronger

position after the economic slowdown is over.

2. Do not compromise product quality. Cutting costs should
only happen if it does not impact product acceptance (If
product quality changes, the business might be put at risk.
Reduce risk by evaluating the potential impact of changes
before launch). A strong product will result in stronger
consumer loyalty and greater long-term sales. If consumers are
lost now, it will be difficult (and expensive) to win them back.

3. Offer value-for-money but remember that it may be able to
be done without a low price. Do not assume that consumers
are no longer willing to pay a premium (Price is important, but
competing on value is more critical). Launch low-price new
products with caution (Downsizing could risk value transaction
size. Even at a low price, the product must deliver on

consumers' expectations).
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4. Dig deep to support new products. By not advertising in
periods of economic drought, manufacturers fail to
communicate why their brands should be purchased exactly at
the point when consumers are thinking about every purchase
more (Advertising now will help during the downturn and after
it is over).

If media budget must be reduced:

a. Investigate opportunities to cut on struggling established

brands before new products (consumers must be made aware of

new products).

b. Launch and support only the best new products and
continue to support them in the long-term.

The Nielsen Company is a leading global information and media company providing essential integrated marketing and media
measurement information and analytics and industry expertise to clients across the world. Nielsen maintains leading market
positions in marketing and consumer information; television, online, mobile and other media intelligence; and trade shows and
business publications (Billboard, The Hollywood Reporter, Adweek). Nielsen is a privately held company and is active in more than
100 countries, with headquarters in New York, USA. For more information, please visit, www.nielsen.com.
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