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methods are also commonly used to diag-
nose sales force size problems.

Computer-Based Models for Setting Sales
Force Size. Several computer-based models
have been developed that calculate ideal
sales force size. These models use an ap-
proach that is more complex, but conceptu-
ally similar to the incremental approach
described above. These models are multipur-
pose and usually simultaneously determine
sales force size, sales territory design, and
salesperson assignment. They are described
and evaluated in more detail in GLOSSARY
entry C.37 on sales territory design.
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C.36 Sales

CHARACTERISTICS OF
SALES PROMOTION

Sales promotion is one of the elements of
the promotional mix (see GLOSSARY entry
C.29). It is usually em ployed as a supplemen-
tary promotional program and Supports per-
sonal selling efforts to channel members or
mass media advertising to consumers, Sales
promotions are used to solyve specific, usu.
ally short-term problems facing a product or
SErvice,

What Is Sales Promotion? A sales promo-
tion is a limited-term promotional program
designed to achieve a specific short-term ob-
Jective by offering to consumers or the trade
an incentive to encourage fast response.

W Limited Term. Sales promotions have a stated
term or expiration date. This not only encour-
ages prompt response, but may also forestall
competitive retaliation by signaling to com-
petitors that the incentive, which is often a
price reduction, is temporary.

W Objective. Sales promotions are directed by an
objective that defines a desired action on the
part of target consumers or channel members,

Promotion

W Consumer or Trade. Sales promotions may be of-
fered either to consumers or to channel mem-
bers (the trade). Frequently the sales promo-
tion objective will require that comiplementary
offers be made to consumers and the trade si-
multaneously.

W Fast Response. Sales promotions are short-term
efforts designed to get immediate consumer
or trade action. This is encouraged by offering
an incentive and putting a time limit on par-
ticipation.

Although sales promotions frequently use
advertising as a tool for communication,
sales promotion is fundamentally different
than product advertising.! Sales promotion
works at the last stage of the hierarchy of ef-
fects (see GLOSSARY entry C.3) 1o get action.
Advertising normally concentrates on the
carlier stages of the hierarchy o build
awareness, knowledge, and positive ati-
tudes, Sales promotion is short term while

'Some of these distinctions were suggested by John
A. Quelch, “Its Time to Make Trade Promotions More
Productive,” Harvard Business Review, (May-June 1983),
p. 131.



advertising tends to work over the long term.
Sales promotion tends to focus on price
benefits while advertising centers on prod-
uct benefits. Advertising tends to work inde-
pendently from retailers and wholesalers
while sales promotions require active trade
cooperation if the promotions are Lo sUC-
ceed.

Sales Promotion Objectives. Sales promo-
tions can be classified in terms of their ob-
jectives.” Promotions designed to improve
the sell-in of products from the manufac-
wurer to the members of the channel of dis-
tribution are termed trade promotions.
They are part of 2 push strategy. Sales pro-
motions designed o improve consumer
take-away from the channel members are
termed consumer sales promotions. They
are used as parl of a pull strategy. {See GLOS
sary entry G530 on push versus pull.)

The problems to which sales promotions
are applicable are highly varied, but usually
relate to brand sales. The objective of a sales
promotion stems directly from a problem
facing the brand. Fol example, the ohjective
of a consumer promotion might be to sam-
ple (get trial of} a new or improved product,
or to encourage regular customers Lo stock
up on the brand, or to break brand loyalty
to a competitive product, or to huild traffic
in retail stores stocking the product. For @
trade promaotion, the objective might be 1o
get dealers to stock the pruduct, build up
preseason inventories, gel favored display,
or lo encourage exud selling effort by chan-
nel members. All of these objectives reflect
problems that can be addressed by saies pro-
motion.

Dangers of Sales Promotion. There i8 evi-
dence that sales promotion in recent years
has been taking a growing proportion of the
promotional mix. Aithough measurement is
difficult, total expenditure on sales promo-
tion appears o exceed expenditure on prod-

e —

2guggested by Benson P. Shapiro, “Improve Distribu-
tion with Your Promotional Mix,” Harvard Business Re-
view (March—April 1977), p. 119.

.36 SALES PROMOTION G-295

uct advertising and to be growing faster”’
The growth of sales promotion appears to
reflect the increase in new products and the
fight for retail shelf space, an increasingly
short-term orientation by managers, greater
homogeniety among products, trade pres
sure for more incentives, and increased con-
sumer acceptance of sales promotion.

Along with the increased use of sales pro-
motion has comet an increase in the dangers
of excessive use of sales promotion. Before
committing to a sales promotion program,
marketers should be aware of the disadvan-
tages of this form of promotion, especially
when used to excess.

B Price Orientation. Most sales promotions in-
volve a temporary reduction in price. If used
too often, the brand will gain a reputation
with consumers and with the trade as a cut-
rate brand. Purchases by both will tend to be
postponed until the product is “on special”
again. 1If a brand gets a cut-price reputation
from excess sales promotion, the perception is
very difficult to reverse. Sales promotion
seems to be subject 10 diminishing returns.

The first sales promotion is “news” to the con-

sumer (and the trade), but subsequent ones re-

ceive less attention and provide less incentive.

B Distraction, Sales promotions, hecause they use
attention gelting incentives and high fmpact
advertising, tend 1o overshadow product ad-
yvertising. Indeed, many advertisers withdraw
regular product advertising during the term of
a sales promaotion. This means that consumer
attention is drawn away from advertising of
product attributes and competitive advantages
that build a long-lerm hrand franchise and are
turned instead to short-term action incentives

w Competitive Retaliation. Sules promoiions, espe
cially in oligopoly markets, arve likely to resull
in compel itive retaliation, (See CLOSSARY enitry
A1 on competitive market structure.) If afirm
sees that a competitor has made a gain in dis-
(ribution or has taken away customers by us-
ing sales promotion, the firm is likely to st2ge
its own sales promation o recapture the dis-
tribution or the custOmers. The result is that
customers and distribution are traded back

—

i5ee Don E. Schuliz, “Why Marketers Like the Sales
Promotion Gambit,” Advertising Age (November 7, 1983),
p- M-52.
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and forth, sales stay the same, but margins de-
teriorate for both firms because of the cost of
the sales promotions,

B Custonier Purchase Posipionement, T sales promo.
tions are conducted frequently, they tend 1o
“borrow™ future sales that would be made
without the sales promotion. Regular con-
sumers of the product, seeing the promotional
special, stock up on the product, thereby caus.
Ing a temporary bulge in sales, When the sules
promotion is over, customers cease purchase
and use up their inventory, causing a sag in
sales. The net result is no change in sales, The
effect can be seen in both consumer and trade
purchases, especially for a product that is fre-
quently “on special.” Purchises during regular
price periods are simply postponed until the
price is temporarily reduced again.

B Trade Leverage. Major chains, which today dom-
inate retail distribution, have gained increas.
ing power over manufacturers. The prolifera-
tion of products has intensified competition
for shelf space thai is controiied by these re-
tailers. One result of this shift of power to the
retailer has been increased pressure on the
manufacturer to offer sales promaotions that
will accelerate product movement and
strengthen retailer margins. If competition of-
fers these incentives, it becomes very difficult
not o follow suit, More alarming is the fact
that some retailers accepl the offered incen-
tives, but do not, in return, provide the prom-
ised merchandising support, or they fail to
pass along the price incentive to consumers by
reducing the retail price.*

Some of the problems cited above can be
avoided by not using sales promotion too
frequently, while others can be avoided by
more thoughtful design and implementation
of the promotions.® Sales promotion design
is considered below.

THE SALES PROMOTION PROCESS

Sales promotion is a powerful and impor-
tant problem-solving tool for the marketer,

‘See Quelch, “It’s Time,” p. 131.

PFor specific suggestions see David W, Nylen, Adver-
tising: Planning, Implemeniation and Control, Srd ed. {Cin.
cinnati: South-Western Publishing Co., 1986), chapter
19, and Quelch, “It’s Time,” pp. 130-36.

but to avoid the da ngers of misuse, sales pro-
motion should not be used impulsively, but
as the result of carcful planning ® Sales pro-
motion planning should be done product by
product as part of the annual marketing
planning process. Fach sales promotion
should be a response to a specilic problem
facing a product. The process for planning
a sales promotion is presented below, The
process is useful also as a guide to analyzing
sales promotion problems,

Step 1: Define the Sales Promotion Objective.
The sales promotion objective stems from
the problem that the sales promotion is to
address. The objective should define the tar-
get consumers for the promotion and should
specity the action or response that is desired,
For example, gaining trial of a new product
among targel consumers or building traffic
in dealer showrooms might be consumer
premaotion ohjectives, Inereasing stock levels
among target retailers or encouraging store
displays by target retailers would be trade
objectives. Frequently a sales promotion will
require both a trade and a consumer objec
tive to solve the problem. For example, dur
ing new product introduction, initial stock-
ing of retailers and sampling of target
consumers would be complementary sales
promotion objectives.

Sales promotion objectives should be
stated in specific and measurable terms. This
permits them to be used as control standards
in evaluating the effectiveness of the promo-
tion in step 5.

Step 2: Select an Incentive to Consumer or
Trade Action. Sales promotions are designed
Lo encourage immediate response by con-
Sumers and ihe trade, This is accomplished
by offering, with a time limit, an incentive
that can be realized in exchange for the de-
sired action. For example, a 50-cents-off cou-
pon, with an expiration date, offers con.
Sumers an incentive to purchase the
couponed product before expiration of the
coupon.

The selection of an appropriate incentive

*See Nylen, Advertising, Chapter 19.



is guided by the sales promotion objective.
The incentive selected should meet these
criteria:

. The incentive should appeal to the target au-

dience without wasteful response from mem-
bers outside the target.

The incentive should provide an adequate
level of response, but should be economically
feasible. Generally, increasing the value of the
incentive increases the response rate, but in-
creases the cost.

. The incentive should generate the appropri-

ate response. If, for example, a trade allow-
ance is given to encourage retail displays, the
result should be displays, not an increase in
retailer margins.

The incentive should avoid harmful side ef:
fects such as inviting competitive retaliation
or creating a cut-rate reputation for the brand.

A wide variety of sales promotion incen-

tives are available. Some of the more popu-
lar consumer incentives are these.

Free Smmples: useful in encouraging trial of a
new or improved product. It is not a price-ori-
ented offer and can be directed selectively to
target consumers, but it is expensive.

Cents-Off Coupons: widely used for convenience
goods. They can be used to attract new users
and load current users. Coupon distribution
can be selective. If overused, coupons create a
price reputation and invite retaliation.

Price Offs: offer a price reduction, usually on
the label. Price offs are overt price cutting, al-
though temporary. They speed merchandise
turnover, but tend to be nonselective, attract-
ing both current users and nonloyal price
shoppers.

B Premiums can be placed in the product pack-

age, but are usually mail-in offers with the con-
sumer often defraying part of the cost. Pre
miums are not a price-oviented offer and
seldom draw competitive retaliation. 16 the
premium selected is complementary to the
product, the result can enhance attituedes
toward the product. Some premiums require
multiple purchases, tending to build brand
loyalty.

Contests: another nonprice offer. They tend to
attract a narrow larget audience and are use
ful mainly as a way of building news or excite-
ment around the brand.
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Refund Offers: pay consumers part of the pur-
chase price of the product based on mail-in
of proof of purchase. This very price-oriented
offer has become popular with marketers of
high-priced consumer durables as well as low-
er-priced convenience goods. Refund offers
are effective in switching brand loyalties, but
also tend to load current users. They invite
competitive retaliation.

Consumer offers have an effect on the

trade as well as on the consumer. Retailers
prefer consumer offers that build store traf-
fic and create point-of—sale interest. Refund
offers, for example, have both of these qual-
ities.

Trade offers are used as incentives either

alone or as a complement to a consumer of-
fer. They are offered in addition to normal
trade discounts. (See GLOSSARY entry C.11 on
discount structure determination.) Com-
monly used trade offers are these.

B Trade Allowances: provide a discount to the re-

tailer or wholesaler for buying specified quan-
tities of the product within the deal period.
The allowance may be a percentage reduction
on the invoice or it may be in the form of free
goods. Trade allowances serve to “load” the
dealer prior to a consumer sales promotion or
prior to heavy seasonal sales.

Display Allowances: offer discounts to retailers
agreeing to build in-store displays during the
promotion period. Careful control must be ex-
ercised to assure compliance.

Cooperative Advertising Allowances: offer to pay
part of the cost of retailer advertising for the
promoted product during the promotional
period. Careful monitoring and control are
necessary to assure compliance with the terms
of the co-op agreement.

Push Money (PMs) and Trade Contests: offer in-
centives to wholesale and retail salespersons
to sell the promoted product aggressively.
These offers are most appropriate for shop-
ping goods and industrial goods highly depen-
dent on personal selling.

Step 3: Provide Advertising Support for the

Sales Promotion. A sales promotion should
be backed by advertising to ensure that the
“news” of the promotion is communicated
and that the desired level of participation by
the target consumers is achieved.
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Advertising media selection for the sales
promotion should focus on the target audi-
ence specified in the sales promotion objec-
tive. Sales promotions should use high im-
pact media, ones that quickly and urgently
communicate with the total desired audi-
ence. For example, newspapers or local tele-
vision would have this quality for a sales pro-
motion run by an automobile dealer. The
medium selected must also be capable of de-
livering the necessary sales promotion mate-
rials such as coupons, entry blanks, or direc-
tions for participation. (See GLOSSARY entry
C.4 on advertising media selection.)

Sales promotion advertising copy should
focus on the incentive being offered to con-
sumers or the trade. The product should be
clearly identified and, if possible, there
should be some tie-in with the regular adver-
tising campaign. (See GLOSSARY entry C.2 on
advertising copy.)

Step 4: Provide for Sales Force and Trade
Participation. Successful sales promotions
are totally integrated efforts that include not
only incentives to consumers and advertis-
ing, but also the active participation of the
sales force and the trade. A sales promotion
provides a potent selling tool for the compa-
ny’s sales force. They are expected to sell
participation in the promotion to their cus-
tomers. A sales meeting is usually held to
kick off the event, create enthusiasm, and
provide sales materials. Sales force contests
can be used to provide incentive.

News of the sales promotion will be car-
ried to the trade by the sales force, but it may
be necessary to supplement this with trade
advertising announcing the promotion. As
noted above, even for a consumer-oriented
sales promotion, trade incentives should
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usually be offered to encourage participa-
tion.

Step 5: Provide for Evaluation of the Promo-
tion. Evaluation of sales promotion results is
needed to provide feedback that can be used
to improve subsequent promotions. Because
they have specific objectives and result in
immediate response, sales promotion results
tend to be far more measurable than prod-
uct advertising results.

The sales promotion objective provides
the basic standard against which actual per-
formance is compared. Actual performance
measures might include sales results, levels
of participation, consumer awareness of the
promotion, competitive reactions, changes
in market share, costs, and resulting profits.
Applicable measurement techniques are dis-
cussed in GLOSSARY entry C.3.

Pretesting sales promotions is feasible
and highly desirable. Individual elements of
the sales promotion can be separately tested
and the total sales promotion can be evalu-
ated through market testing.
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