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The communication budget

■ The communication budget is a forecast document in which the 
communication plan and the forecast of the costs necessary for its 
implementation are represented

■ The communication budget therefore includes the communications 
activities and their costs

■ It’s usually determined on an annual basis and is prepared before 
the start of the fiscal year in which advertising spending is planned
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It’s difficult to establish the optimal budget
because there is no immediate causal link 

between costs and revenues
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How do companies define the 
communication budget?
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These are the 5 Empirical methods

1. Arbitrary allocation and inertia method

2. Affordability or Residual Amount method

3. Percentage of sales method

4. Objectives and task method

5. Competitive parity budgeting
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1. Arbitrary allocation and inertia method
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1. Arbitrary allocation and inertia method

■ Arbitrary allocation: management decides the amount of the 
budget.

■ In the case of ”inertia” budget is typically based on the amount of 
the previous year
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The budget of the previous year is the reference point
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2. Affordability method
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2. Affordability or Residual Amount method

Without regard to the market situation, budget amount is simply 
linked to the financial availability (as the last item on the balance 
sheet)
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3. Percentage of sales method
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2. Percentage of sales method

The budget is determined as a percentage of the value of sales (usually 
those expected), but:

■ If spending and sales are related, it is a vicious cycle (I invest less 
just when I would need it the most) but if they are disconnected, it 
creates an incorrect link;

■ It doesn’t consider single products’ contribution margin (so we risk 
to reduce advertising investments for products with high profit 
margins…)
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P&G in Italy (long long time ago…)
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How can we prove that there is a link between
sales and advertising investments?
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Relationship between advertising investments and market 
share

In this chart we can see that
advertising investments and 
brand awareness are probably
linked to the Market Share 
decrease
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* Investimenti pubblicitari fonte Nielsen, Dati di Awareness a gennaio di ogni anno fonte STP 
Eurisko, Dati di Quota Mercato fonte Company Data.

ALICE:
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4. Objectives and task method
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4. Objectives and task method

When applying this method we consider our 
service or product’s characteristics and 

business goals
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We translate marketing and business goals in 
communication objectives and actions and then 

estimate the costs associated with them
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Objectives and task method: the 3 phases

Therefore, there are 3 steps: 

1. Definition of communication objectives (based on the business 
objectives)

2. Identification of the activities necessary to achieve these objectives 

3. Estimate of the costs of the identified communication activities
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From Business to Communication
objectives
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E.g. From Business Plan (2018) to Business Actions
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E.g. Translate business actions in communications actions
and goals

■ Competitors: private vehicles

■ We need to communicate price promotions to increase train usage
among car users.

■ Communication Objective: increase awareness of the promotions 
and benefits related to travel by train.
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How can we create awareness?
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REACH% OF 
THE TARGET

FREQUENCY
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GRP’S: units of advertising pressure
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REACH% FREQUENCYX

GRP’S
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Custom ResearchGfK Group
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7 febbraio 2020STP Telefonia Mobile

Ricordo attinente di campagna: TIM
Valori percentuali su base totale intervistati

(500 casi alla settim
ana)

Sett. terminante al

Di quali aziende che gestiscono reti di Telefonia Mobile lei ricorda di aver visto la pubblicità in televisione, alla radio, su giornali, su periodici, su manifesti?” “Lei
ricorda di aver visto, sentito, letto negli ultimi tempi in televisione, alla radio, su giornali, su periodici, su manifesti la pubblicità di … ?” “Che cosa ricorda di aver
visto, sentito, letto negli ultimi tempi in televisione, alla radio, su giornali, su periodici, su manifesti della pubblicità di … ?”

F. La Storia D'Italia 33.5 35.2 29.2 32.9 33.9 35.7 27.1 31.7 34.2 34.7 32.3 31.8 28.3 31.6 34.3 31.8
Giulio Cesare 9.9 20.0 18.4 22.0 23.0 25.9 25.6 26.2 24.0 24.6 25.6 28.1
Gigi Proietti 11.5 17.7 18.7 16.4 9.4 3.0 1.0 0.4 0.3 5.1 13.4 14.6
Marcantonio 4.9 11.1 10.0 10.5 9.0 7.4 3.6 0.3
Tutto Smartphone 14.2 25.7 24.3 27.2 18.1 10.9 6.3 8.5 7.3 6.9 7.7 7.9
Passa a Tim 11.9 22.0 24.5 21.6 20.2 17.0 8.1 0.7
Tim Young 0.9 0.3 0.0 1.2 0.7
Smartphone 5.7 15.4 23.5
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Eg.the
Awareness
curve of TIM 
advertising 
campaigns
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The commercial
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How many GRP’s to create that awareness?
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Custom ResearchGfK Group
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7 febbraio 2020STP Telefonia Mobile
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La pressione esercitata sul mezzo TV per gestore
I dati relativi alla pressione pubblicitaria esercitata attraverso la televisione sono quantificati in GRP’s (GROSS RATING POINT o CONTATTI LORDI). I GRP’s
equivalgono al prodotto della percentuale di copertura del target, ovvero i contatti netti (REACH), per la frequenza media di esposizione (FREQUENCY).

GRP

’s Target Adulti

Sett. terminante al

TC T Young Medley Passa T Medley T Young Passa T

Medley

Smartphone
Smart 100 Ric Vodafone+ Vodafone You Smartphone
Tutto Compreso Ric Tutto Smartphone

Medley
Top Special Edition

Istituzionale Super Noi Tutti All Inclusive Super Internet Unlimited All Inclusive

TIM 337 785 832 788 955 940 850 116 950 843 887 67 481 373 811 774
Vodafone 533 928 772 721 1213 781 822 472 221 900 932 911 888 735 1110 1015

di cui TLC
Wind 644 672 583 850 821 697 658 702 662 698 725 726 721 806 721
3 744 724 763 121 878 905
Fatstweb Mobile
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Let’ make some math

About 2.700 GRP’s in 3 weeks on Italian population.

■ If the reach was 90% 

■ The average frequency would have been 30
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A lot of frequency.
To create awareness you need to reach your

target audience and repeat the message
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Let’s go back to our communication objective

Communication Objective: increase awareness of the promotions and 
benefits related to travel by train among car users.
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Which is the medium that reachs car drivers? 
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Communication objectives (let’s use key media metrics)

We want to reach 80% of out target 
With 25 average frequency in 2 months
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How many GRP’s? 
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80% target reach x 25 OTS = 2.000 GRP’s
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What do we need to define the budget? 
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The C/GRP’s
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So, to calculate our budget 
1. we need to choose the media,

2. Define the media KPIs
3. And their costs
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Choosing the right media
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Stages of the Customer Journey Vs. Communication 
Objectives and media usage
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PAID MEDIA OWNED MEDIA EARNED MEDIA

NEEDS/WANTS BRAND AWARENESS
ADVERTISING (TV, RADIO, PRINT, OOH, 

CINEMA, WEB, SOCIAL), EVENTS, 
SPONSORISHIP, ADVERTORIALS

PR: PRESS & TV ARTICLES

CONSIDERS/EXAMINES BRAND IMAGE ADVERTISING TV, WEB VIDEO, 
SPONSORSHIP

WEBSITE, SOCIAL, POINTS OF SALES, 
PACKAGING WOM, BLOG, REVIEWS

INFORMATION PRESS, BROCHURE WEBSITE, SOCIAL, POINTS OF SALES, 
PACKAGING

BUY ACTION PAID SEARCH (GOOGLE), RETARGETING DIRECT RESPONSE, POINTS OF SALES

TRUST POINT OF SALES, DIRECT MAILING REVIEWS

IS ENGAGED/INTERACTS DIRECT, SOCIAL MEDIA

IS LOYAL/ADVOCATES WEBSITE, SOCIAL MEDIA, POS

MEDIA & TOUCHPOINTS
COMMUNICATIONS 

OBJECTIVE
CUSTOMER JOURNEY 

STEP

CONNECTION
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PAID MEDIA OWNED MEDIA EARNED MEDIA

NEEDS/WANTS BRAND AWARENESS
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CINEMA, WEB, SOCIAL), EVENTS, 
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PR: PRESS & TV ARTICLES

CONSIDERS/EXAMINES BRAND IMAGE ADVERTISING TV, WEB VIDEO, 
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PACKAGING WOM, BLOG, REVIEWS

INFORMATION PRESS, BROCHURE WEBSITE, SOCIAL, POINTS OF SALES, 
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MEDIA & TOUCHPOINTS
COMMUNICATIONS 
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CUSTOMER JOURNEY 

STEP

CONNECTION

When we talk about budget we mainly talk about paid media…
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Defining Media KPIs and their
cost
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Defining offline paid media KPI’s

■ Reach% (percentage of target reached by the media): the higher the 
better

■ Frequency (the average number of times those persons are 
reached): enought but NOT too high to annoy (wear out effect)

■ GRP’s (gross rating points: Reach% x 100 x Average Frequency): we
usually check competitors GRPs’ levels

■ C/GRP’s (Cost per GRP’s): that depends on the media we choose
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Defining online paid media KPI’s

■ Impressions and CPM (cost per thousand impressions)

■ Clicks and CPC o PPC (Cost per Click or Pay Per Click)

■ CPA (Cost per acquisition)

■ CPV (Cost per video view)

■ …
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GRP’s (or TRP’s) are 
also used to buy on 
Meta For Business 
(facebook, 
Instagram, …)
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E.g. We need to increase awareness for a new product

■ Which KPIs could we consider?
– Impressions & CPM (online media)
– Frequency and Reach
– GRP’s
– C/GRP’s (each media has its own cost)

■ Every KPI must be set in a time frame!

E.g.: 
■ We need a reach of 80% with an average frequency of 5 in 2 weeks 
■ (80x5= 400 GRP’s in 2 weeks)
■ If C/GRP’s is 3.000€, we need a budget of 1.200.000€
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E.g. We need to increase awareness for a new product

■ Which KPIs could we consider?
– Impressions & CPM (online media)

– Frequency and Reach
– GRP’s

– C/GRP’s (each media has its own cost)

■ Every KPI must be set in a time frame!
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E.g. From media KPI’s to costs
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I need 2.000 GRP’s
for an TV campaign

Every TV GRP’s costs
3.000€

I’ll ask for a budget of  
6,000,000€
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What about our radio 
campaign?
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E.g. From media KPI’s to costs
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I need 2.000 GRP’s
for a radio 
campaign

Radio C/GRP’s is
500€

I’ll ask for a budget of  
1,000,000€
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What about the other comunication
objectives?
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Behavioural objectives: e.g. sales

Apart from awareness, sales are, of course, the main marketing 
objective.

However it is difficult to use sales goals as a primary communications 
objective

■ But there’s a situations in which it is possible:

– Action-orientated contexts, such as the web (when actively 
looking for something on the search engine)

– Direct marketing, with couponing, price cuts, etc.
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In this case we can estimate the budget by 
analysing the conversion funnel
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E.g. Conversion funnel
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If 1.000 people see the ad 
(impressions) in a month

4% will click (CTR)
(40 people)

5% will buy
(Conversion Rate)

(2 people)
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We need to estimate CTR e Conversione rate 
and know:

• Cost per Thousand Impressions (CPM)
• Cost per Click (CPC)
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E.g. We need to sell 500 products online this month

■ If we want to make a Facebook advertising campaign, paid by CPM, 
we need to estimate the CTR and the Conversion rate.
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E.g. We need to sell 500 products online this month

■ If we want to make a Facebook advertising campaign, paid by CPM, 
we need to estimate the CTR and the Conversion rate.

■ Let’s supposte to have a CTR of 1% and a Conversion rate of 5%
We need to get:

– 500 / 5% = people who had to click the ad = 10.000

– 10.000 / 1% = people who had to see the ad (impressions) = 
1.000.000

– Therefore I need to buy 1.000.000 impressions in a month
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E.g. We need to sell 500 products online this month

■ If we want to make a Facebook advertising campaign, paid by CPM, 
we need to estimate the CTR and the Conversion rate.

■ Let’s supposte to have a CTR of 1% and a Conversion rate of 5%
We need to get:

– 500 / 5% = people who had to click the ad = 10.000

– 10.000 / 1% = people who had to see the ad (impressions) = 
1.000.000

– Therefore I need to buy 1.000.000 impressions in a month

■ If CPM = 8€ the budget will be…
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E.g. We need to sell 500 products online this month

■ If we want to make a Facebook advertising campaign, paid by CPM, 
we need to estimate the CTR and the Conversion rate.

■ Let’s supposte to have a CTR of 1% and a Conversion rate of 5%
We need to get:

– 500 / 5% = people who had to click the ad = 10.000

– 10.000 / 1% = people who had to see the ad (impressions) = 
1.000.000

– Therefore I need to buy 1.000.000 impressions in a month

■ If CPM = 8€ the budget will be = 1.000 x 8€ = 8.000 €
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Es. Facebook conversion funnel

In this case I need to buy 1.000.000 impressions to sell to 500 
people

If 1.000.000 people see the ad 
(impressions) in a month

1% click (CTR)
(10.000 people)

5% buy
(Conversion Rate)

(500 people)
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E.g. We need to sell 500 products online this month

■ If we want to make a Google search campaign, paid by CPC, we
need to estimate the Conversion rate.

■ Let’s supposte to have a Conversion rate of 8%
We need to get:

– 500 / 8% = people who had to click the ad = 6.250

■ If CPC = 1€ the budget will be = 6.250 x 1€ = 6.250 €
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E.g. Google conversion funnel

In this case I need to buy 6.250 clicks to sell to 500 people

6.250 clicks

6% buys
(Conversion Rate)

(500 people)
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Let’s do some practice!
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What about other costs?
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Above-the-line

On top of media costs we need to consider also:

■ Creative agency and other fees

■ Production costs

■ Celebrities costs and rights

■ Music rights

■ …
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Below-the-line costs

Merchandising:

■ print and distribution costs are important

Sponsorships:

■ We have to consider multi-year contracs and all the ex-program
materials to enhance visibility

Events:

■ costs mostly depend on how many people are invited, venue, 
catering, staging and entertainment
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5. Competitive parity budgeting

72
Brand Management & Media Planning

Stella Romagnoli | LM Marketing & Digital Communication 2023-24



Competitive parity budgeting concept

■ Products generally need communication support in direct 
proportion to their market share

■ Following this concept, we can identify the optimal budget 
depending on whether we want to attack or defend ourself, using 
the Aggressivity index 
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Aggressivity index: Share Of Spending (Share of Voice)
Share of Market
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Share of Spending

■ Share Of  Spending (SOS) means the shares of advertising 
expenditure of the company in relation to the whole category 
(including the investments of the company itself) to which the 
product belongs (over a specified time period).
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Aggressivity Index: SOS/SOM

There could be 3 different situations2:

1. AG>1 SOS > SOM = growing brands, strong pressures in 
communication (attack) 

2. AG<1 SOS < SOM = consolidated brands, if they invest too little they 
risk losing market share 

3. AG=1 SOS = SOM = brands in balance

Brand Management & Media Planning
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1or SOV
2(Fill,1995) 
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Aggressivity Index theory

All other things being equal, an aggressivity index significantly above 
1 will tend to promote market share growth while an index of 
significantly less than 1 will be consistent with declining market 
share.
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But is it true?
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A few years ago I made this analysis.
I didn’t have the Share of Market, so I looked at the declared
usage of the preferred mobile brand (from our GFK tracking

survey)
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Top of Mind awareness was strongly consistent with the 
usage

When Top of Mind decreased, so was the usage (proxy of the market 
share)
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Top of Mind and Share of Voice

The decreasing of the top of mind was stopped by the increase of the Share of 
Voice

It wasn’t the amount of GRP’s (that had always been enourmous: about 40.000 
GRP’s per year), but the competitive share that influenced Top Of Mind awareness
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Competitive parity budgeting

■ In reality it is not only the quantity of investments, but also their 
quality of use (in addition to the marketing mix) that determines the 
effects…

■ To apply this method it is necessary to estimate the competitors’ 
investments in communication

■ How do we do that?
– Nielsen data

– GRP’s Monitoring (Nielsen AGB data)
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ADS PRICE LISTS GROSS MEDIA 
INVESTMENTS

From the price lists Nielsen estimate the gross media 
investment

They monitor all the published ads and apply the rate card for each 
format to estimate the gross media expenditure 
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INDUSTRY
AVERAGE 

DISCOUNT

GROSS MEDIA 
INVESTMENTS

From the gross media investments Nielsen estimate the net 
media expenditures

Then apply an average market discount to the gross media investment 
and estimate the single net company expenditure 

NET MEDIA 
EXPENDITURES
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OK we have the past investments…
But how do we predict what out competitors 

will spend next year?
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How can we foresee future budgets?

By analyzing the past behaviors and the investment trends in the 
previous years

– The Media mix
– Business seasonality

– Any other special event (organizational, political and 
economical)

– We have also to estimate the media costs (do they remain the 
same? Will they increase or decrease?)
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Let’s see if everything is clear…
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… What we really apply to define our 
budget …

is the combined use of these methods
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Combined use of methods

Actually, the different methods of defining the communication budget 
are used in a joint and integrated manner: 

1. We start by analysing competitors (media strategies and SOS) 

2. Estimate the communication actions’ cost based on the marketing 
or brand objectives

3. Consider the previous year’s budget, and the financial availability
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Communication budget definition

96
Brand Management & Media Planning

We ask for a budget

We start by analysing what we need to do to achieve the company’s
objectives (communications goals, Share of Voice and competitive 

budgeting method)

We negotiate with the CFO and the CEO

Communication budget
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With the budget we present a document that 
explains WHY we need that budget:

The communication strategy and plan
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And always prepare a schedule of your
communication plan

98
Brand Management & Media Planning

Stella Romagnoli | LM Marketing & Digital Communication 2023-24



Gennaio Febbraio Marzo Aprile Maggio Giugno Luglio Agosto Settembre Ottobre Novembre Dicembre

MEZZO 1 8 15 22 29 5 12 19 26 5 12 19 26 2 9 16 23 30 7 14 21 28 4 11 18 25 2 9 16 23 30 6 13 20 27 3 10 17 24 1 8 15 22 29 5 12 19 26 3 10 17 24 TOTALE 2005 06 Vs. 05

100.000 88.610 13%
Consumer VAS Consumer Professional Consumer Consumer Consumer VAS Consumer

900  800   700  800  800  700   800   800   700   800   800   700   800  800     700    900 800     700     900 800     700     1000 900 900 800 700 800     800     700     900 800     700      1000 900 1000 900 91.980

Servizi VAS per il calcio Servizi VAS per il calcio

Modulo calcio partite SKY 15" Modulo calcio partite SKY 15" 1.000

Tv giovane 

Presidio Target Young 7.020

10.500 10.484 0%

Professional Consumer Presidio Professional (1 soggetto) Professionalr (1 sogg) Consumer (1 sogg)

8.500

Calcio, Basket e Volley Mondiali Calcio Calcio, Basket e Volley

Timmizzazioni, posizioni speciali Timmizzazioni, posizioni speciali 2.000

8.000 6.895 16%

Presidio Professional (2 soggetti) Presidio Professional (1 soggetto)

stampa maschile-economica stampa maschile-economica 6.000

Offerte Consumer (tariffe, MNP) Offerte Consumer (tariffe, MNP)

Presidio VAS (Disney, Suonerie, Roaming, ecc.)

2.000

15.500 13.743 13%

Presidio Aeroporti

Fingers FCO, Linate posizioni arrivi e Link, Mi V.le Forlanini 3.500

Professional Professional

pers. linate+fco pers. fco

Professional Prodotto CartaVacanze Prodotto CartAuguri

pers. linate

Prodoto Prodotto 12.000

8.000 7.246 10%

Presidio target young (2 soggetti) Presidio target young (3 soggetti) Presidio target young (3 soggetti)

6.000

Presidio Professional (1 soggetto) Presidio Professional (1 soggetto) 2.000

1.500 1.188 26%

Progetti speciali a sostegno target professional

750

Progetti speciali a sostegno target young

750

ALTRI MEDIA 1.500 779 93%

3,150 C/GRP's 30" 145.000 128.945 12%

ST. QUOTIDIANA

INTERNET                                   

RADIO

ST.PERIODICA

TV

AFFISSIONE

Yearly tentative advertising planning
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timing

media budget

Campaigns’ 
subjects
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Planning proposal 2012

Consumer Mobile
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