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The Marketing Manager of a business is considering whether to choose Option A or
Option B.

Option A: Introduce a new product.
Option B:!Use a new promotion for an existing’ product.?

Figure 4 shows the results of a'decision tree for these options and the ‘do nothing’ option.
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Pay-off (£ million)

Option A Success 45 _ -
New product Q 0.2i KO.2 7 G mlom

Initial cost = £40 million . e
/ Net gain = +£3 million F‘ao"gf'e 5 Ap\won

New promotion

Option B Q 06
Initial cost =I£2 million Failure > XKOAW O,%N\\\\\(x\

Net gain = +£2.4 million
\ g T0.41
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Based on this decision tree, theiMarketing Manager chooses Option A.
Using Figure 4, analyse why choosing Option A might not be the best decision.
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