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Abstract

Sales promotions are a fact of life for the majority of retailers,  suppliers, 
and FMGC stakeholders commanding up to 75 percent of total 
 marketing  budgets. From straightforward discounts on products to 
more complex  omni- channel consumer competitions and contests, 
sales promotions play a vital role as both strategic and tactical market-
ing tools. Those  responsible for sales promotions must deliver real results 
in cut-throat  competitive trading environments. However, with limited 
 understanding of the options, principles, and practices that underpin 
effective sales  promotion planning, managers often rely on past  experience 
or  preferences to guide their decision making. Not surprisingly, many 
sales  promotions fail to achieve their potential. This book serves as a vital 
resource for  practitioners. Distilled from over 700 articles and cases, it 
presents the findings of  comprehensive global research which explores 
the DNA of sales promotions including their role, nature, and function, 
the critical decision-making processes and campaign evaluation. This  is 
 supported with case studies of sales promotion planning in practice based 
on research conducted in FMCG and retail organizations. The book offers 
the reader a deeper, more comprehensive, and critical expert apprecia-
tion of the core concepts that define sales promotions. This will empower 
decision  makers, consultants, and stakeholders to make more confident, 
informed, and effective campaign decisions.

Keywords

advertising, consumer promotions, decision making, marketing, mone-
tary promotions, nonmonetary promotions, retail, sales promotion
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CHAPTER 1

Sales Promotions and the 
New World of Retail

Introduction

This chapter serves two main purposes: it introduces the reader to sales 
promotions as a distinct and vital topic within marketing and it highlights 
the significance of effective sales promotions management in a dynamic, 
competitive environment, where effective decision making is more 
important than ever. The chapter also summarizes the key aims of the 
book and the rationale for its timely publication. We argue managers with 
responsibility for sales promotion management require a deeper under-
standing of the nature and efficacy of the alternatives available to them to 
optimize their significant investment in campaigns and initiatives.

Overview of the Book

Buy one get one free, below cost price, 20 percent off, clearance sale, new 
improved product, the best available, 25 words or less, redeem coupons, and 
online competition are all examples of sales promotions available to the 
marketer and the retailer. Sales promotions—what they are, how they can 
be used, and the decision-making process—are the focus of this book. 
Specifically, we look at the role of sales promotions within the general 
marketing framework. We argue that given the pervasiveness, associated 
costs and brand impact of sales promotions are worthy of sustained and 
critical attention.

To begin, we describe some of the challenges faced by the retail 
 industry with an emphasis on how consumers’ purchasing habits and 
buying power have changed. These changes in consumer behavior have 
led to new demands across the supply chain. In order to remain viable, 
retailers must be constantly evolving their skills to meet the demands and 
 challenges of this new retail environment.
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We explore the challenges facing retailers around the globe. In an age 
of modern global consumerism, many retail sectors have seen an explo-
sion of market entrants occupying a variety of competitive positions: 
mass, niche, value, discount, and convenience, for example. In addition, 
the industry has faced an exponential rise in the popularity of Internet 
shopping.

Would that Promotion Work Here?

Literature in the field of sales promotions is often hard to find and some-
times contradictory. For example, many academics and practitioners 
focus exclusively on price discounting tactics, while others present generic 
and sometimes overly complex models and frameworks that purport to 
show how decisions should be made. Invariably, these approaches are crit-
icized because they are not relevant or effective in real-world scenarios 
where operational dynamics, the experience of decision makers, company 
sector and culture, and internal and external influences all merge to cre-
ate a unique decision-making environment not readily navigated with 
off the shelf tools. Guidance often takes the form of a series of check-
list questions, without presenting the rationale behind these questions. 
Sometimes marketing magazines and agencies present glossy overviews of 
sales promotion campaigns that have yielded positive results, but without 
the critical insight or comprehensive understanding of the reasons why 
specific campaign factors were chosen. This lack of knowledge and insight 
makes it difficult for practitioners to assess the potential of a particular 
campaign for their own organization.

The authors of this book all have longstanding industry and research 
profiles in the field of marketing, retailing, advertising, and sales promo-
tion. We are conscious of the fact that although there is a vast body of 
academic and practitioner information relating to sales promotions, it 
is often difficult for the busy professional to access and digest succinct 
sources that have mainstream practical relevance. Many books could be 
written about each of the myriad of interrelated sales promotion tac-
tics: discounting, pricing, merchandising, and coupons to name but a 
few. However, the authors believe that there was a need for a book that 
gets a business professional up to speed with the topic overall, without 
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 compromising readability or accessibility. This will provide the confi-
dence and inspiration to delve more deeply into further areas of interest.

Scope of the Research

The research presented in this book is the result of five years of primary 
and secondary research. The authors interviewed marketing decision 
makers in diverse consumer-focused organizations. Over 700 academic 
papers, business cases, and articles were reviewed, critiqued, and analyzed 
to distil the key messages and learnings.

The research revealed that managers often have limited understanding 
of the concepts and principles that underpin sales promotions and rely on 
past experience or preferences to guide their decision making. We argue 
that the scale of the sales promotion budget calls for a more disciplined 
and informed management approach.

Aims of the Book

The authors believe that in order to make more effective sales promotion 
decisions, managers need to have a robust, in-depth working knowledge 
of the world of sales promotions presented in an accessible form. The key 
aims of the book are:

• To educate and inform about the intrinsic nature of diverse 
forms of sales promotions, including their role, rationale, 
nature and function, key decision-making processes, and 
campaign evaluation methods in a concise, user-friendly form.

• To inform the time-poor reader about the how and why of 
sales promotion effectiveness, focusing on the function, 
benefits, advantages, and limitations of diverse promotional 
options.

• To share research that has been conducted into consumers’ 
perceptions and reactions to help the reader understand the 
factors that influence consumers’ response and engagement.

• To illustrate the realities of sales promotion practice by 
 sharing the results of original research conducted with 
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decision makers in a sample of retail and consumer-facing 
businesses: retailers, manufacturers, buying groups, suppliers, 
and campaign agencies.

• To demystify the complex world of sales promotions with 
clear definitions and succinct overviews of the pros and cons 
of campaign alternatives to provide a common platform for 
discussion and debate, and highlight where further, more 
in-depth research, knowledge, and advice may be needed.

This book, while using concepts and models to structure discussion, does 
not do so in a prescriptive way. Rather, it aims to provide the reader with 
a sufficient body of knowledge to facilitate more critical, objective, and 
effective decision making in relation to the campaigns they manage.

The authors of this book are strong advocates of an evidence-driven 
approach to decision making, capitalizing on the extensive body of 
knowledge that exists to inform and guide decisions. Rigid frameworks 
and generic models have their acknowledged limitations. Using and inter-
preting research to shape thinking and define culturally relevant decision 
approaches increases both the quality of decisions and the effectiveness 
of outcomes. This book is our way of supporting an evidence-based 
approach to decision making in the dynamic field of sales promotion.

This book has value for the early career and seasoned professionals 
from marketing, advertising, purchasing, and category management as 
well as sales promotion planners and agency consultants. The insights are 
particularly relevant for retailers and their manufacturers and suppliers 
due to the increasing popularity of promotions in a challenging—and 
evolving—trading environment.

Dynamic World of Retail

There has been a fundamental change in how we shop. Internet-savvy 
consumers now compare features, prices, offers, and online deals before 
purchasing. Globally, mobile technologies and smartphones have added a 
new dimension to the omni-channel retail world, placing real-time price 
and product visibility firmly in the hands of the bricks and mortar shop-
per. For example, many consumers now participate in the  activity known 
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as showrooming. This is when shoppers inspect products in a  physical store, 
then compare competitor pricing and availability via mobile devices, 
sometimes purchasing from another source while in a store. In response, 
some retailers have experimented with charging shoppers who view 
in-store but do not purchase (Knight 2013). This issue is  significant with 
one survey showing that 36 percent of consumers engaged in showroom-
ing (Jude and Singh 2012). For some retailers, the combined challenges 
of this rapid retail evolution have simply been too great, with some long- 
established brands disappearing from the sector forever. The consumer 
now researches and shops differently. This is a new retail  paradigm as the 
 balance of power has shifted toward the consumer. The retail industry 
must be more responsive, more informed, and more skillful in order to 
meet these challenges.

Retail: A Game of Skill

Retail is an industry that demands world-class operational competence in 
many areas. Knowledge and skills are required in information technology, 
buying, merchandise management, marketing and promotion, distribu-
tion, human resources, and consumer service. In order to be profitable 
and successful in these challenging times, retailers and suppliers must be 
at the top of their game across all of these areas, mastering strategy and 
optimizing capital investments. Effective decision making in these areas 
is vital for moving the product through the supply chain profitably to the 
point of purchase. In this book, we focus on strategies and tactics that 
underpin effective decision making in sales promotion in particular. Sales 
promotions provide the motivation for consumers to purchase products 
at the final stage of a product supply chain journey, resulting in the sales 
transaction, which is the life blood of the retail industry.

Sales Promotions in Focus

Sales promotions are vital strategic and tactical tools within the marketing 
value chain. In their various forms, they perform multiple roles and meet 
diverse objectives. Research has continued to illustrate the significance 
of sales promotions as a core marketing activity (Gardener and Trivedi 
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1998; Haskins and Hugli 1969; Jobber 1973; Kimball 1989; Peattie, 
Peattie, and Emafo 1997; Ziliani 2006). Furthermore, there has been a 
significant increase in the marketing budgets allocated to sales promo-
tions. Estimates of the proportions of marketing budgets allocated to 
sales  promotions vary considerably but range between 25 and 75 percent 
of total marketing spend (Palazon and Delgado-Ballester 2009; Spears 
2010). It  is essential therefore to ensure that an optimal return on the 
promotional spend is achieved.

They can be the catalyst to encourage:

• Store or website visitation
• Profitable changes in consumer behavior
• Purchase of greater volumes of products
• Shoppers to buy new products
• Trial of different brands

They can be used to launch new lines or to clear old stock. They can also 
act as a mechanism for collecting vital consumer information and serve as 
a tactical response to counter aggressive competitor activity.

Challenges for the Professional

There are many professional staff employed by manufacturers, agents, 
retailers, and advertisers who are responsible for sales promotion  planning 
and implementation. Their role is to establish objectives, evaluate options, 
and negotiate outcomes to ensure that their initiatives deliver real results. 
They have to do this in dynamic, culturally diverse decision-making 
environments filled with a variety of sometimes conflicting opinions. 
This book is addressed to these practitioners.

Managers make decisions all the time in their professional capacities. 
Many decisions are straightforward or routine, while others will be more 
complex, critical, and significant. Managers do no always stop to consider 
and reflect upon their decision-making processes. Instead, they use a mix 
of insight, hindsight, experience, data, and negotiation to reach a solu-
tion. And they will always be judged on the effectiveness of their decisions 
by the results. Organizational culture and peer influence play a strong role 
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and this is especially true in marketing decision making where there is 
seldom a black or white choice available, with evaluation sometimes being 
complex and contentious. This is understandable considering the time 
and task pressures that managers face.

Not surprisingly, many sales promotions fail to achieve their full 
potential with some analysts estimating as few as 17 percent achieve prof-
itability targets (Kotler 2009). Consequently, there has been long- running 
and strong criticism leveled at those responsible for the perceived ad hoc 
and sometimes maverick approach to planning and decision making. 
This criticism also extends to marketing and advertising more generally, 
but sales promotions—with their high investment costs, high visibility, 
time-limited offer, and critical strategic and tactical significance—have 
arguably been most prominent in the firing line.

We also note that there is little opportunity for professionals to learn 
about successful sales promotion management. Imagine, for example, 
a young graduate embarking on a marketing career. Their entry to the 
world of sales promotions can be fraught with confusion and complex-
ity as they navigate ingrained preferences, assertive campaign partners, 
creative agency pitches, powerful stakeholders, and the all-important 
budgeting discussions and campaign evaluation exercises. Sales promo-
tions are studied at colleges and universities, but seldom in any great 
detail compared to the emphasis placed on marketing, advertising, and 
 consumer behavior.

Chapter Highlights

• Retail is now a globalized, omni-channel industry.
• Effective decision making is more essential than ever.
• Sales promotions are vital to shopper engagement.
• It is important to understand the complexity, variety, and 

application of promotional alternatives.
• Many decision makers do not appreciate the nuances of 

options available.
• As result of these dynamics, sales promotions often fail to 

achieve their full potential.





CHAPTER 2

The Many Faces of Sales 
Promotions

Consumers face a variety of sales promotions designed to  influence 
their choices of products. Coupons, rebates, bonus sizes, “buy one, 
get one” offers, sweepstakes, and product premiums, gifts with 
purchase are all promotional tools directed toward consumers that 
allow firms to achieve short-term results such as increased market 
share or unit sales. What these promotions have in common is 
provision of some extra utility to the consumer, primarily through 
direct monetary savings. (Fogel and Thornton 2008, 31)

Introduction

This chapter sets the scene for the research presented later in the book 
in which specific categories of sales promotion are discussed. It contex-
tualizes sales promotions within the marketing and advertising decision- 
making fields. It summarizes some of the major debates that define the 
sales promotion research agenda and distinguishes the two main forms of 
sales promotion: monetary and nonmonetary. The chapter also highlights 
the major considerations for campaign planners relating to customer 
engagement and the timing of reward or benefit realization.

Sales Promotions in Context

Sales promotions and the decisions made by managers that relate to them 
cannot be viewed in isolation. They must be seen as part of a wider agenda 
that extends to the fields of marketing and advertising. Promotions are, 
after all, developed to support the wider competitive business aims encap-
sulated in the marketing plan. They will also share the stage (and  sometimes 
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compete for funding) with advertising strategies and initiatives. A concise 
understanding of the marketing and advertising decision-making arenas 
is essential to enable sales promotions to be viewed in context.

Marketing Planning

The complex and challenging landscape outlined in Chapter 1 demands 
that businesses create and communicate a unique position in over-
crowded markets. Clearly a well-defined and robust marketing strategy 
is central to this aim, with a detailed marketing planning operationaliz-
ing the specifics of the familiar 4Ps: product, place, price, and promo-
tion. Marketing planning is defined as “the development of  marketing 
strategy, and design and implementation of marketing  programs” 
(Dibb 2002, 442).

The marketing plan is the formal document that defines and commu-
nicates the decisions made within the marketing planning process.

Marketing in the Spotlight

The diversity and efficacy of marketing decision-making approaches have 
been widely explored and debated in recent years. As marketing evolves 
to encompass new channels and technologies, the art versus science debate 
has intensified, with some advocating a data-driven intelligence and 
insight-based approach, while others champion the value of entrepre-
neurship, experience, and gut feel. There is continuing debate between 
theorists and marketing practitioners as to what constitutes best practice 
decision-making approaches. One writer summarized the heart of this 
debate identifying that there was:

Little clarity and hence confusion among theorists and prac-
titioners … Managers are likely to choose ideas, models and 
techniques which they understand, find easy to use, and which 
resonate in their business context. Whether this chosen “technol-
ogy” is also the best or most appropriate is, of course, an entirely 
different matter. (Franklin 2001, 344)
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Further, criticism has been leveled at the lack of rigor in practical 
 marketing decision making, and there are calls for professional bodies 
to do more to develop standards (Corkindale 2009, 19). In this case, the 
author claimed that “some marketers probably only know about half of 
what they should about the concepts they use.”

Marketing Measures

Perhaps due to these polarized views, marketing as a business function 
continues to receive its fair share of criticism, especially in relation to 
its ability to prove its worth through its return on investment. This cre-
ates the potential for tension and conflict based on “uncertainty about 
the return on marketing dollars” (Marshall 2007, 46). Furthermore, and 
perhaps compounded by this, it has been proposed that the marketing 
function may suffer from what could be viewed as image issues within 
an organization, based on perceptions of poor control of spending and 
a loose evaluation of marketing investment impact (See 2006). Proving 
marketing’s worth remains a persistent challenge for practitioners, largely 
due to the fact that identifying the parameters of its influence both long 
and short term and defining comprehensive measures of effectiveness is 
problematic.

The question of evaluation and return on investment is an especially 
contentious issue in the debate on marketing impact. There is a case to 
be made for an objective measure of the impact of strategic marketing 
decisions, especially as accountability has been identified as a key factor in 
defining the degree of influence a marketing department exercises within 
the business (Verhoef and Leeflang 2009), with more effective market-
ing evaluation raising trust levels (Solcansky and Simberova 2010). But 
just how can the impact of something so far reaching and sometimes as 
intangible as marketing be objectively evaluated? Some researchers have 
advocated that the basic evaluation criteria of, for example, sales growth, 
is no longer effective in calculating either true cost or real benefit, and a 
more holistic and scientific measurement is required. Others have encour-
aged a focus on return on marketing investment (ROMI) measurement 
and have criticized the industry for not doing enough in relation to this 
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(Cook and Talluri 2004). ROMI as a tool of decision evaluation and per-
formance management has received both academic and industry atten-
tion, with commentators seeking to promote the process and benefits as 
well as dispel criticisms of ROMI as a key measure (Gow 2007; Lenskold 
2007). Although there is a commonly expressed view that it is essential to 
evaluate marketing activities, there is a noted lack of consensus on exactly 
how this evaluation should be managed. The debate on the measurement 
of marketing effectiveness has a long history and diverse viewpoints, with 
alternative measures, for example, ROTPI (return on touch point invest-
ment) (Schultz, Cole, and Bailey 2004), EAV (expected advertising value) 
(Ducoffe and Curlo 2000), and the valuation of intangible assets (includ-
ing goodwill) (Olsen and Halliwell 2007) also being advocated.

Lively discussion therefore continues between those who champion 
theory, models, and a scientific approach to decision making and those 
who place greater emphasis on understanding the contribution of intu-
ition and judgment. In what is a dynamic, intuitive decision-making 
 context, these themes are also echoed in the advertising realm.

Advertising and Sales Promotion:  
Related, but Different

It is important to clearly distinguish between advertising and promotion. 
Advertising in its broadest sense has been defined as “an indirect way of 
turning a potential customer towards the advertised product or service by 
providing information that is designed to effect a favourable impression” 
(Percy and Elliott 2005, 4).

This highlights the Latin origins of the word as to turn toward, posi-
tioning advertising as a means by which to direct a consumer toward a 
brand or product. Sales promotions are portrayed as a means by which to 
capitalize upon this attention—a call to action for the consumer.

Advertising in Focus

“Little is known about the day-to-day struggles of managers who are faced 
with setting and allocating these (advertising) budgets” (Low and Mohr 
1999, 67).
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Experts have—as with marketing decision making—proposed  models 
and frameworks in an attempt to guide more objective and effective adver-
tising decision making. It is possible that the call for greater objectivity 
and the use of models in advertising decision making is falling on deaf 
ears, taking into account the professional mindset and industry culture. 
Research into how managers in the United States and Western Europe 
make advertising budget and allocation decisions revealed a distinctly 
intuitive approach (Permut 1977). Some advertising professionals were 
observed to operate with “vague descriptions of advertising objectives, 
arbitrary budget and media decisions and lack of control with the adver-
tising results” (Helgesen 1992, 30).

A significant criticism of advertising decision-making models is that 
they all too often focus on the direct relationship between advertising 
spend and sales revenues over a fixed period of time, but do not consider 
the long-term effects of advertising that may transcend the measurement 
period (Picconi and Olson 1978). As with marketing, the comprehensive 
evaluation of impact and contribution remains challenging. Advertising 
management practices is therefore a contentious area, perhaps due to the 
perceived difficulties in identifying what works and what does not and 
calculating the tangible return on advertising dollars spent. One writer 
concluded: “we may not now, or ever, know definitively how advertising 
works” (Vaughn 1986, 65).

Despite the criticisms of decision-making approaches, it is also 
important to remember that advertising is in essence a creative process, 
with one academic lamenting the lack of appreciation for this from 
those who judge the work of creative teams (Mondroski, Reid, and 
 Russell 1983). As with marketing decision making, there is evidence of 
a divide between theory and practice in this field. Gaining consensus 
on optimal decision-making approaches may therefore remain elusive. 
Sales promotion professionals—by association—may often fall under 
the same, cool gaze as those who hold responsibility for marketing or 
advertising strategies. Although they are distinct professional disci-
plines, it is important to acknowledge their interrelatedness and their 
interdependence. It is also vital to acknowledge the commonalities in 
terms of management approach, decision methods, and evaluation that 
define critical debate.
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Sales Promotions Under Fire

The term sales promotion refers to a wide variety of campaigns and initia-
tives all designed to encourage consumers to buy, buy more, or buy more 
often. Considering and comparing these choices in their promotional 
planning activities, decision makers must also consider how effective a 
specific method will be in achieving these particular aims and objectives.

Research Landscape

Due to the scale and scope of corporate spending on sales promotions, 
there has been significant research conducted into sales promotions man-
agement. Some commentators have offered specific criticism of the lack of 
organizational control over promotional spending, and have questioned, 
for example, “why is so much money being spent on promotions, and 
why is this spending increasing with so little pressure from executive man-
agement to control it?” (Struse 1987, 151). Others challenge the long-
term negative impact on brand equity and sales that some forms of sales 
promotions may have (Ataman, van Heerde, and Mela 2010; Simonson, 
Carmon, and O’Curry 1994), reflective of a view of sales promotion that 
they can cheapen the brand and cannibalize future business. Further-
more, concerns have been raised about the apparent disparity between 
textbook approaches and practices on the ground.

Extensive research has been conducted into price-based (monetary) 
promotions, with specific reference to what the impact of varying degrees 
of price promotions is on consumer perception, buying behavior, profit-
ability, and performance (Ehrenberg, Hammond, and Goodhardt 1994; 
Gardner and Strang 1984; Jedidi, Mela, and Gupta 1999; Simester 1997; 
Srinivasan et al. 2004; van Heerde 2005). This research has often utilized 
staple consumer goods as the product focus (Ailawadi and Neslin 1998; 
Peterson 1969; Rajagopal 2008; Sun, Neslin, and Srinivasan 2003), due 
to the high volumes of sales and the relative ease of accessing point-of-
sale (POS) data. The influences and effects of nonmonetary, or value- 
adding sales promotions are considered to be less well explored ( Shu-Ling 
2006) but are now receiving more research attention ( Palazón-Vidal 
and  Delgado-Ballester 2009). There have also been concerns expressed 
 relating to the methods managers use to decide on promotional  strategies. 
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Research conducted into management approaches has revealed a reliance 
on past strategies and an undisciplined approach to evaluation. This sup-
ports a picture of managers who may in reality implement a large number 
of sales promotions hoping that at least some will be successful (Simpson 
2006).

Choice and Decisions

Each promotional alternative offers potential advantages and  disadvantages 
to the organization, category, product, or customer, but all present deci-
sion makers with challenges relating to choice, design, implementation, 
and evaluation. Some campaign options are considered more suitable 
than others in serving specific goals, and therefore skill and insight are 
required to ensure that the best campaign option is chosen. In defining 
their promotional strategies, managers must address the following key 
questions:

1. What are my choices?
2. What are we rewarding?
3. At what point should the promotional benefit be realized by the  consumer?
4. Is the promotion right for the target consumer?
5. Should we collaborate with suppliers or partners?

It is important to explore the implications of these top-line questions 
before focusing on specific campaign alternatives. This will ensure that 
promotional strategies will be built on firm foundations and that a clear 
understanding of the context of campaign decision making is in place.

What Are My Choices?

Sales promotions are presented to consumers by retailers, manufacturers, 
agents, suppliers, or distributors on a daily basis. Regardless of ownership, 
sales promotions fall into one of two camps: monetary or nonmonetary.

Monetary promotions: These offer consumers an incentive to purchase  
by amending the price of an item. They offer a tangible financial 
incentive to the consumer, often in the form of a discount.
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Nonmonetary promotions: These provide consumers with an incen-
tive to purchase by offering additional value, without necessarily 
changing price.

A Question of Definition

The definitions of these major forms of promotion vary in literature. 
Overall, monetary promotions are often associated with discounting. 
 Nonmonetary promotions take many forms and are sometimes referred to 
as premium promotions.

The most common options within each of these categories are sum-
marized in Table 2.1. 

These will be explored in more detail in later chapters, but as can 
be seen, there is a wide range of campaign choices for the manager to 
consider. In complex competitive environments—where multiple pro-
motions run simultaneously—defining the mix, messaging, and timing 
of these promotions is a complex task requiring advanced planning, 
 co-ordination, and control skills.

What Are We Rewarding?

For promotional planners, it is important to consider exactly what behav-
ior or actions are being targeted to ensure that the campaign design elic-
its the desired response. Does the campaign align to these intentions by 
encouraging the desired behavior? In one interview conducted for this 
book, there was an example of a campaign that although intended to 
increase the average spend per visit offered a reward in the form of a 

Table 2.1 Major forms of sales promotions

Monetary promotions Nonmonetary promotions

Discounting:
Dollar off price discount
Cent off price discount
Percentage off discount
was/is discount

Couponing
Rebates

Bonus pack size
Buy one get one free (BOGOF)
Free gift with purchase
Product bundling
Sampling
Embedded premiums
Competitions, sweepstakes, and contests
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sweepstake entry for spending at the current average spend threshold. 
This promotion therefore rewarded current purchase behavior and would 
have been unlikely to change purchase habits in support of the stated 
objective.

At What Point Should the Promotional Benefit Be Realized  
by the Consumer?

Whether monetary or nonmonetary, a key consideration facing promo-
tional planners and designers is the question of when the promotional 
benefits should be realized by the consumer. For some promotions, the 
benefit is immediate, while in other cases the benefit is delayed, perhaps 
subject to a future action by the consumer. To explain this we can refer to 
front-loaded or rear-loaded promotions. In simple terms, a discount is con-
sidered to provide the shopper with an immediate benefit (front-loaded), 
while the offer of discount on a future purchase or a rebate provides a 
delayed benefit and is therefore a rear-loaded incentive (Zhang, Krishna, 
and Dhar 2000). Research in this field (Kim 2013) proposes that factors 
including whether the purchase type is likely to initiate either risk or vari-
ety seeking purchase behavior (i.e., confectionary), or risk- resistant choice 
(i.e., strong brand categories like detergent) should prompt consideration 
of the timing of reward activation. It concluded that for a risk-seeking 
shopper, a delayed reward is probably preferable: These shoppers may 
be happy to take a chance regardless of any immediate incentive. The 
research in this case confirmed the view that for products and catego-
ries that attract a variety-seeking mindset, rear-loaded promotions are the 
most effective, with the opposite being true for risk-resistant consumers 
where an upfront incentive to purchase will have more influence.

Is the Promotion Right for the Target Consumer?

Offering promotions is one thing, but it is important to consider the 
degree to which consumers look favorably upon, and are likely to respond 
to the deal. Some shoppers will be highly price and value conscious and 
receptive to offers put in front of them, manifesting what is termed deal 
proneness (Rao 2009). Others may be less deal prone and therefore less 
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inclined to capitalize on the offers presented. Knowing what proportion 
of your customer base is deal prone, or which products and categories 
attract promotion-hungry shoppers, can help to effectively target promo-
tional spending.

Many people prefer a simple life and this philosophy also extends to 
our lives as shoppers. A lot of time and effort goes into presenting creative 
and compelling sales promotions, but this good work can go to waste if 
consumers perceive that securing the benefits is just too much trouble, or 
a hassle—as these authors explain:

We suggest that some types of promotions impose more hassles 
on consumers than others. These hassles can be due to increased 
cognitive load, physical handling, or both. Examples of hassles 
associated with cognitive effort include remembering to use a 
coupon before it expires, making sure the correct brand-size unit 
is chosen, remembering to use a peel-off coupon at the register, 
and keeping track of whether one has fulfilled the requirements 
associated with various contests, rebates, or gifts with purchase. 
(Fogel and Thornton 2008, 34)

If the aim of a promotion is to maximize consumption and provide util-
itarian benefits, then campaign designers need to consider the degree of 
hassle involved in understanding, interpreting, and responding to the 
campaign. A larger benefit may encourage more effort on the part of the 
shopper and some promotions that appeal to more hedonic motivations 
may be deliberately complex and challenging. It is important to remem-
ber that in most cases the aim is to get the product in the shopping basket, 
not the too hard basket.

Should We Collaborate with Suppliers or Partners?

Promotions can be managed independently by a business, or in part-
nership with suppliers and partners. Rather than be seen as an activity 
owned by and benefiting either the manufacturer or the vendor, there is a 
strong case for collaborative promotions whereby the costs of a discount, 



 ThE MANY FACES OF SALES PROMOTIONS 19

for example, are shared by both parties in proportion to their  original 
 margins. This is one way to optimize the profitability of discounting 
(argued to be largely suboptimal) for both parties across chosen chan-
nels (Wierenga and Soethoudt 2010). By more accurate modeling and 
forecasting and with closer collaboration between retailer and supplier, it 
has been proposed that up to a 31 percent increase in promotional effec-
tiveness is achievable (Kopalle, Mela, and Marsh 1999). If promotional 
dips (especially pre-promotion) are evident, it is a tell-tale sign that shop-
pers may be wise to promotional tactics and are taking full and strategic 
advantage of discounting initiatives.

Deal-Maker … or Breaker

Sales promotions present those responsible for their planning and execu-
tion with a wide range of options and alternatives. As identified, manag-
ers may not always fully consider the implications of their choices, relying 
instead on intuition and experience. They may also not focus enough on 
the fine detail in planning and execution that could make the difference 
between a successful campaign and a poor one. Central to sales promo-
tion success for any business is choosing objectively the most appropri-
ate campaign mechanism for the business, brand, category, or product 
objectives which are specified. The next two chapters focus on defining 
and exploring the diversity of monetary and nonmonetary promotion 
available to decision makers.

Chapter Highlights

• It is important to distinguish marketing advertising and sales 
promotions.

• These three interrelated disciplines share common ground in 
terms in the critical management agenda.

• The term sales promotion encompasses a wide range of 
 campaigns and initiatives.

• Sales promotion decision-making practices are often criticized 
for a lack of control and an undisciplined approach.
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• There is a noted theory–practice divide in the field.
• The major forms of sales promotions are monetary and 

nonmonetary.
• Managers must address key questions of choice, design, 

timing, reward, and benefit.
• Sales promotions may be run with or without supplier or 

partner involvement.



CHAPTER 3

Roles, Functions, and 
Benefits

Introduction

This chapter addresses the central question of why sales promotions are so 
popular and prevalent. It looks at the roles, functions, and benefits avail-
able to key stakeholder groups including retailers, suppliers and manufac-
turers, and consumers. The use of sales promotions by service industries 
and the not-for-profit sectors is discussed. We consider why promotional 
investment has increased in scale (Blattberg, Briesch, and Fox 1995) and 
grown in relation to above the line activities, including mainstream adver-
tising (Hartley and Cross 1988). An understanding of these matters is 
argued to be central to effective decision making.

Sales Promotion: Roles, Functions, and Benefits

For businesses in competitive markets, sales promotions are highly flexi-
ble marketing tools. They are commonly used by retailers, manufacturers, 
and suppliers. The use of sales promotions has also been researched in 
relation to charitable and not-for-profit organizations (Marcotte 1989; 
Peattie 2003), service providers (Peattie and Peattie 1995), and the 
 government (Cowell 1984; Quelch and Jocz 2010). They serve many 
purposes and offer numerous advantages including the following:

1. Correcting or increasing sales performance
2. Attracting new shoppers
3. Increasing average spend per visit
4. Increasing purchase quantity
5. Increasing cross-category sales
6. Seasonal demand smoothing
7. Launching a new product or category
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8. Brand building/rewarding loyalty
9. Tactical competitor response

10. Employee engagement

Correcting or Increasing Sales Performance

Sales promotions can provide a short-term boost to sales at key times of 
the year, or when it appears sales forecasts for particular products or cat-
egories may not be achieved. Providing an extra incentive to shoppers to 
make a purchase they might otherwise not have completed can transcend 
mainstream advertising and make the difference between a consumer pur-
chasing or merely browsing. These additional sales can help to bring sales 
performance back on track.

Attracting New Shoppers

Creative and captivating sales promotions can be used with advertising to 
increase market share by attracting new consumers at the expense of the 
competition.

Increasing Average Spend Per Visit

Retailers can motivate consumers to spend more per visit by offering 
them promotional incentives. This can increase the average transaction 
size. Retailers can, for example, offer a promotion that rewards shoppers 
for spending more than the average basket value.

Increasing Purchase Quantity

Sales promotions that reward consumers for buying more SKUs (stock 
keeping units) or larger pack sizes of products can help retailers increase 
the quantity or volume of products sold. From the consumer’s  perspective, 
this may mean stockpiling products. If the rate of consumption of the 
product does not increase, household stocks will last longer, therefore 
impacting future purchase rates. This type of promotion can therefore 
have a detrimental effect on future sales.



 ROLES, FUNCTIONS, AND BENEFITS 23

Increasing Cross-Category Sales

Sales promotions can encourage cross-category selling. For example, 
a promotion may offer an incentive to a consumer to buy pasta and a 
related kitchen product, such as utensils or olive oil.

Seasonal Demand Smoothing

Highs and lows in product demand can create a major problem for retail-
ers and their suppliers as they try to effectively manage inventory levels, 
production, and supply. For products that are prone to strong demand 
peaks over a season, sales promotions can be used to stimulate demand, 
encouraging consumers to purchase more of the product at times when 
demand usually declines.

Launching a New Product or Category

To draw attention to a new line or department, many retailers (or sup-
pliers) will combine a new launch with a promotion. As the product is 
new, this is unlikely to be a price discount, but may include a free gift 
with purchase, or an in-store demonstration or a promotional compe-
tition. Consumers sometimes need an extra incentive to change their 
entrenched purchase behaviors or brand preferences. A targeted sale pro-
motion can provide the extra push required for shoppers to try some-
thing new.

Brand Building and Rewarding Loyalty

Well-designed sales promotions—especially ones that are not discount- 
based—can be a great way to keep consumers engaged with a brand. The 
promotion may be linked to loyalty programs. For example, high-spend 
shoppers may be invited to participate in an exclusive,  invitation only 
event such as a fashion evening. Even during a quiet time of year for con-
sumer communications, sales promotion can keep the  dialogue—and the 
transactions—flowing.
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Tactical Competitor Response

Businesses keep their marketing and promotional plans close to their 
chest, and as a consequence competitor activity can sometimes catch the 
business off guard. This can be when an aggressive price-promise cam-
paign is launched or an exclusive range is announced. Sales promotions 
present the retailer with the option to launch a rapid, tactical counter- 
offensive.

Employee Engagement

A great promotion, well planned and well executed, can serve to create a 
real in-store buzz with employees. New products, vibrant point of sale, 
and invigorated shoppers will serve to lift the atmosphere and energy 
in-store. This is providing that store management and staff understand 
the rationale for the event and the logistics of in-store execution have 
been well considered and communicated in a timely fashion.

Suppliers and Manufacturers

Suppliers and manufacturers gain benefits and advantages from partici-
pating in sales promotions. These benefits include the following:

1. Negotiating advantage
2. New brand or product profile raising
3. Encouraging brand switching and growing market share
4. Motivating or rewarding sales associates
5. Proactive response to category sales target achievement
6. Preserving margins and brand integrity

Negotiating Advantage

Suppliers and manufacturers often compete for business and for shelf 
space. In essence, it is easier for vendors to source an alternative supplier 
than it is for a supplier to source an alternative outlet for their prod-
ucts. As part of the on-going negotiation process, businesses will often 
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expect their suppliers to develop a synergistic marketing and promotional 
plan, detailing how the proposed product or range will be supported over 
the course of its product lifecycle. Hence, sales promotions increasingly 
form part of a supplier’s negotiating strategy along with more mainstream 
activities including consumer research, advertising, and sponsorship. 
In supplier markets where products may be easy to substitute, this can be 
strong value-adding for retail consumers.

New Brand or Product Profile Raising

As new products are launched to the market or developed and upgraded, 
trade promotions that communicate innovative features and benefits can 
be used to create awareness and interest among potential or existing users.

Encouraging Brand Switching and Growing Market Share

Special deals or incentives can encourage consumers to switch brands 
temporarily—or permanently. For challenger brands, this is perhaps more 
critical as they seek to take market share from more established players 
and need to motivate consumers to change their purchase behavior.

Motivating or Rewarding Sales Associates

Rather than leaving product sales to chance, some suppliers run trade 
promotions that encourage consumer-facing staff to take a more active 
role in promoting their products to undecided consumers. This may be 
solely directed at sales staff, or may be run in parallel with a consumer- 
focused promotion to maximize impact.

Proactive Response to Category Sales Target Achievement

Manufacturers and suppliers are naturally keen to ensure that the sales 
 targets agreed in buyer negotiations are achieved and exceeded. This 
reduces the risk of a reduction in space allocation, maintains the return 
on investment of any levies or charges made, and may ultimately  prevent 
or at least delay delisting. Maintaining a proactive and collaborative 
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stance on sales performance management will ensure that the need for 
promotional activity can be anticipated and planned well in advance, 
using historic sales data and forecasting.

Preserving Margins and Brand Integrity

When faced with the prospect of markdowns due to poor sales, suppliers 
may prefer to negotiate a promotion as an alternative to losing margins 
through discounting. This approach may also preserve brand integrity as 
the products are not overly associated with price-based promotions that 
may cheapen the brand.

It is clear that the benefits of sales promotions are available to the 
suppliers and manufacturers as well as to retailers. Most importantly, it is 
the consumers who must perceive the value of the sales promotions and 
be willing participants in the sales promotions.

Consumers

For consumers, sales promotions can offer a variety of benefits includ-
ing better prices and savings, better value, novel brand engagement 
experiences, enjoyment, education, stimulation, and retail theatre. 
Without their willing and enthusiastic engagement, sales promotions 
would fail. For the industry as a whole, it is important that sales promo-
tions are not over used, which can result in promotion fatigue. Evidence 
suggests that promotions overall are becoming less effective because of 
their prevalence:

In 70 percent of package-goods categories last year, at least 
30   percent of merchandise was sold with some kind of promo-
tional support … that’s up from 60 percent of categories four 
years ago. In all, two-thirds of categories saw increased promo-
tional support last year. But average volume lift per merchandising 
event declined across more than half (57 percent) of CPG catego-
ries last year. “We do believe there’s a level of promotion fatigue 
out there.” (Neff 2011)
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This implies that consumers may simply be so over-exposed to deals, 
offers, and specials that their impact diminishes. It is not just in the retail 
sector that promotions are used to influence purchase behavior.

Having now defined what sales promotions are and explored their role 
and benefits they offer, the following chapters provide a more detailed 
understanding of the major forms of specific sales promotions, both 
 monetary and nonmonetary.

Chapter Highlights

• Sales promotions perform a variety of value-adding roles and 
functions.

• They can offer significant potential benefits.
• The key stakeholders in sales promotion management are 

retailers, suppliers, manufacturers, and consumers.
• Sales promotions have not-for-profit applications.
• Businesses need to be aware of the potential for promotion 

fatigue.





CHAPTER 4

Monetary Promotions

Introduction

In this chapter, we explore the world of monetary promotions. In their 
attempts to attract consumers, many businesses offer incentives in the 
form of in-store price cuts that aim to both reinforce the value credentials 
of the company and provide the opportunity to make a saving. Mone-
tary promotions take many forms. As well as price discounting, coupons 
that are made available through a variety of channels are a very popular 
 tactic. Rebates, where consumers can claim back money post-purchase, 
are complex but commonplace in certain categories. Using these forms 
of promotions effectively demands an intrinsic understanding of their 
characteristics, strengths, and weaknesses. This is increasingly vital as 
advances in consumer-facing technologies are changing the way  monetary 
 promotions—for example, coupons—are presented to  shoppers. 
The insights offered will enable decision makers to take a more critical 
view of the use of these particular forms of sales promotions.

Discounting

Discounting lies at the heart of monetary promotions. It offers a reduc-
tion in price for a fixed period of time and is a core strategy in certain 
 sectors. In the U.S. supermarket sector, for example, over 40 percent 
of sales are associated with some form of price reduction (Volpe and Li 
2012). Discounting is used for a variety of reasons:

1. To create headline news on the high street
2. As a seasonal fixture in the promotional year
3. To correct or drive sales performance
4. To respond to a competitor threat
5. To encourage brand switching
6. To clear old or slow moving stock
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It can also be used to stimulate interest from what have been termed 
dormant customers—those who are marginally interested, but who have 
price reservations (Mohammed 2010). Discounting or the sale still has 
vocal advocates (Eaton 2013); however, due to the thin margins in retail, 
it comes at a cost—to brand, margins, consumer perceptions, and price 
expectations. Discounting is therefore a problem child for the retail and 
consumer industries in particular for several key reasons.

Impact on Brand Perception and Brand Value

While all sales promotions ultimately seek to influence brand choice, it 
is important to consider the impact they may have on brand perceptions. 
Evidence suggests that while too much of any form of promotion might 
be a bad thing, the continued use of monetary promotions can be more 
damaging for brand equity in comparison to nonmonetary promotions 
(Yi and Yoo 2011). This is because continued discounting can act to 
potentially cheapen the brand.

Reference Pricing

Consumers are exposed to a wide range of product price information 
in their daily lives as shoppers. Because of this, they form a framework 
of mental norms, which help them to conceptualize what a normal or 
average price for a product is: a reference price. This helps consumers to 
identify a good deal, facilitating the assessment of a promotion’s value and 
worth against everyday price experiences (Mazumdar, Raj, and Sinha 
2005). When the shelf price is lower than the reference price, consumers 
anticipate a gain. If the shelf price is higher than the reference price, they 
perceive a loss (Fibich, Gavious, and Lowengart 2007). Reference prices 
may be influenced by internal and external experiences and stimuli: past 
shopping experiences, advertising, and promotional messaging; for exam-
ple, Sinha and Prasad (2004). Continual, deep discounting may serve to 
decrease the reference price of a product in a consumer’s mind; in the 
worst-case scenario, the discount price aligns with the reference price. 
This can compromise attempts to sell goods at full price in the future. In 
this situation, it can be argued, consumers have been successfully trained 
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to wait for a price promotion or sale event as for them the discount price 
is the normal price. To combat this, research has shown that in the case 
of consumables, framing a deep discount in percentage terms may have a 
less negative impact on future price expectations (reference pricing) than 
when it is framed in terms of dollar or cent (DelVecchio, Krishnan, and 
Smith 2007).

Sales and Margin Issues

Selling a product at a discount will naturally affect average margins. 
For  example, if you discount a product with a 40 percent initial mar-
gin by a rate of 30 percent, you would need a 300 percent increase in 
unit sales to realize the same margin dollars. As a promotional strategy, 
 discounting carries a heavy load in terms of volume expectations and has 
been criticized across a range of retail markets and sectors for its negative 
impacts on profit and growth (Baker 2011; Cadman 2014; Townsend 
2011). It has been identified as being especially detrimental to brands 
with high price points, low margins, and low short-term price responsive-
ness ( Riggans 2012).

Although attractive to brand managers who are keen to make a quick 
hit impact, research from Holland analyzed four years of sales data from 
560 consumer categories concluding that

Although the total net short-term effects of price promotions are 
generally strong … they rarely exhibit persistent effects. Instead 
the effects dissipate over a time period lasting approximately 
10  weeks on average, and their long-term impact is effectively 
zero. (Nijs et al. 2001, 1)

Promotional Big Dipper: Balancing the Before, During, and After

Businesses that engage in frequent promotional activity in the consum-
ables sector should anticipate that purchase behavior may change not just 
during the promotional phase, but also before and after. This can result 
in promotional dips, which are the result of either consumers delaying 
a purchase in the anticipation of a promotion or sustaining themselves 
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on the stockpiles acquired through promotional purchasing (Macé and 
Neslin 2004).

From a supplier perspective, it may be encouraging to know that 
price-based promotions can be effective in both stimulating demand in 
the promotional period and in encouraging brand switching. As with 
any promotion, it is important to remember that consumption is often 
finite, although some evidence of consumption flexibility has been noted— 
essentially people consuming more because they have more (Bell, Iyer, 
and Padmanabhan 2002).

Generally, although shoppers may buy a discounted product because 
of its attractive pricing, it does not mean they will revert to their usual 
consumption patterns in the medium term, relying instead on their 
stockpiles over the next purchase cycle. For example, because washing 
powder is reduced by 50 percent it does not mean that people do twice 
as much washing. An in-depth understanding of category purchasing and 
consumption behavior is therefore required.

In discretionary categories like wine, price promotions may encour-
age brand switching much more so than drive stockpiling (Panzone and 
Tiffin 2012). Shoppers may buy differently, but they may not buy more. 
This is a challenge for a multibrand supplier with largely homogenous 
price points as they need to be careful that they do not cannibalize base-
line sales for a lesser margin. In addition, it is not beneficial to appeal to 
a consumer’s motivation to stockpile if they are short in storage space. 
Research from the United States has shown that shoppers with limited 
storage space at home are not as responsive to stockpile-focused offers, 
simply because they do not have the space to store the bulk inventory 
offered (Bell and Hilber 2006).

Managing Discounting

As a key form of sales promotion, discounting can be used to illustrate 
the questions that promotional planners should ask when planning any 
campaign. Although discounting may be a default strategy for many 
businesses or an intrinsic part of the organization’s marketing position, 
it should be carefully considered. Some basic, critical questions include 
the following:
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Why are we discounting? What are the drivers behind the decision, and 
is discounting the best or the only option?

What are we discounting? A specific range, line, category, or depart-
ment, or blanket discounting across the store? A new product or an 
existing product? For new product introductions, nonmonetary 
 promotions may in fact be the best option as the novelty of the prod-
uct means that shoppers do not need a financial incentive to purchase. 
Value adding (nonmonetary) rather than reducing price could therefore 
be seen as providing a more appropriate motivation (a gain, rather than 
a reduced loss), the logic of which is acknowledged in research (Lowe 
and Barnes 2012).

How deep are we discounting? The greater the discount, the greater 
the reference price impact, margin implications, and long-term baseline 
sales impact. Many retailers may in fact over discount. In some countries, 
 discounts of 70 to 80 percent may be common, but this has been pro-
posed to be much more than is required to elicit a purchase response. 
It may also cause the shopper to question the legitimacy of the offer, as 
well as making it tough for businesses to return to normal pricing due to 
the promotion/reference pricing divide (Marshall and Na 2000). There 
is a note of caution against going too hard and promoting too much of 
the same, with one commentator observing that “retail managers must be 
conscious not only of how deep they cut prices, but also the proportion 
of products in the same category that are offered on sale at one time” 
(Richards 2007, 88).

When are we discounting? What is the competitive or calendar 
trigger for the campaign? Are these logical and appropriate or merely 
inheritances from the past? For example, is the Founder’s Day Sale still 
 resonating with shoppers in the same way as it was 100 years ago? Are 
there additional or more relevant calendar sector-specific opportunities 
to consider?

How are we discounting? Discounts can take several forms including 
the following:

• Dollar/cents off
• Percentage off
• Was/now pricing (was $100, now only $75).
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Research reveals that if the discount message is too confusing or compli-
cated, shoppers may be put off trying to decipher the value behind the 
offer, as their deal processing fluency is compromised. They will therefore 
find the offer less attractive and may not be sufficiently motivated to do 
the math (Coulter and Roggeveen 2014). The key lesson is to ensure that 
the major economic benefit is clearly communicated, making use of round 
numbers and using logical multiples, for example, 10, 20, 30  percent.

How long are we discounting for? What is the rationale behind the 
duration of the campaign and at what point does sale data indicate that a 
point of promotional saturation has been reached?

How will we end the discount? Some shoppers leave things too late and 
visit the store only to find the price promotion has ended. One school of 
thought proposes that rather than go straight from low pricing, a strategy 
of steadily decreasing discounting (SDD) should be considered, conclud-
ing that “Managers should highly consider bringing the prices of their 
products back up to their original levels in steps instead of all at once to 
take advantage of higher future price expectations and greater anticipated 
inaction regret” (Tsiros and Hardesty 2010, 60).

How are we evaluating and measuring? What are the short-term and 
long-term impacts of the discount on sales and how are sales and profit-
ability tracked? Discounting can impact not only sales and profit but also 
future purchasing behavior and brand perceptions; hence, the evaluation 
needs to consider financial as well as nonfinancial impacts.

These are important questions that are seldom comprehensively 
addressed. Without a clear and critical strategy, price-based promotion 
holds the biggest potential to damage brand, profit, and consumer senti-
ment more than any other form of promotional activity.

Coupons

Clip ‘n’ Save: A Family Favorite

The use of coupons has a long in history in many retail economies, most 
notable in the United States. Coupons provide an additional incen-
tive to the consumer to try or buy and are most commonly monetary 
( discount-based) in nature, although they can be used to communicate 
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other forms of promotional offers. They were most commonly presented 
to shoppers in the form of inserts or articles in newspapers, magazines, 
or newsletters and many families recall the keen clipping activities around 
the kitchen table. Coupon research spans several decades and has reported 
on a diverse range of interrelated factors including consumer preference 
and behavior, impact on brand perceptions, messaging, type and scale 
of benefit, redemption rates, and channels of distribution (Barat and Ye 
2012). Businesses control the number of coupons printed and issued, 
with price reduction tending to be in the 20 to 30 percent range to moti-
vate shoppers. As these campaigns offer the chance to get some face time 
with consumers, it is also worth considering the quality of the marketing 
messaging and the visual presentation, not just the size of the discount 
(Venkatesan and Farris 2012).

Redemption and Shopper Profile and Sentiment

Redemption rates are often very low, around 2 to 5 percent. Some 
researchers have suggested that in order to increase redemption rates, 
businesses should consider not offering a bigger discount, but present two 
mutually exclusive offers, that is, choose $10 off your grocery bill or claim a 
free bottle of wine. The argument is that shoppers will feel a greater sense 
of missing out when they reflect on two potential losses (even though only 
one could be redeemed) and will therefore be more likely to act (Weiss 
and Kivetz 2011). Coupons are most popular with value seeking com-
modity shoppers in categories like grocery and healthcare, with women 
often being the most enthusiastic adopters (Hill and  Harmon 2009). 
However, with more men reported to be the primary shopper (Hill and 
Harmon 2007), it is important not to stereotype coupon users. The use 
of coupons may be sometimes associated with cheapness or  stinginess, cre-
ating potential social stigma for users (Argo and Main 2008). This may 
incline some consumers not to redeem a voucher even if it is a good deal, 
as they would prefer to avoid this stigma, valuing a social goal over an 
economic benefit (Ashworth, Darke, and Schaller 2005). Having a sepa-
rate queue for coupon users, or calling a manager or supervisor to publi-
cally authenticate a coupon discount, might not be good for business in 
some parts of town!
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Coupons and New Technologies

Couponing has also moved both online and into the mobile channel. 
Research from Austria shows that for the mobile channel (especially for 
value seeking shoppers), simplicity is the key, with managers needing to 
focus on the ease of process, educating shoppers along the way. They also 
need to avoid spamming shoppers, and be clear about how privacy will be 
respected (Dickinger and Kleijnen 2008).

The mobile channel can be used in different ways, for example, to 
send a coupon, to encourage the customer to ring and reserve a special 
priced item, or to direct them to follow a hyperlink. Emergent geo- fencing 
technologies means that when potential customers enter a predeter-
mined geographical perimeter (e.g., a sports arena or a ski resort), they 
can receive promotional messaging from preferred retailers that can 
include mobile coupons (Effective Sales Promotion: Playing to Win over the 
 Customer 2014).

Research from Japan suggests that it is important to use the method of 
engagement most relevant to the specific customer, highlighting the need 
to segment and target messages not just on the basis of income, age, or 
 geography, but also on mobile channel preference (Kondo and Nakahara 
2007).

Social Couponing

The internet has facilitated the growth of the social group-based promo-
tional discount, for example, Groupon and Living Social. The Groupon 
business model presents followers with one major deal per day at a dis-
counted price. If a specified number of signups is secured, the discount 
becomes available to all. The revenue from the voucher sale is shared 
between Groupon and the promotion provider.

While advantageous for the mobile service provider and the cus-
tomer, the potential benefits to a retailer may be compromised by poor 
planning and inadequate forecasting. This may lead to disastrous conse-
quences if the redemption rates of purchased vouchers are higher than 
anticipated. This can cause fulfilment problems due to unmanageable 
demand as a result of huge sales volumes. It may mean that higher staff 
and  establishment costs are incurred, reducing margins. Retailers need to 
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be aware that future sales may be affected as consumers stockpile at the 
reduced price.

Beyond Redemption: Retailer Customized Couponing

Aligned to the growth in the use of loyalty programs and the demographic 
and purchase history data that can be gathered, couponing has become 
less of a mass mail out exercise and more of a targeted initiative. Shoppers 
can now receive coupons and special offers considered to be more rele-
vant to them. These are called retailer customized coupon campaigns and 
are usually focused at the top tier of shoppers in the database. Research 
from the United States revealed that mere exposure to customized coupon 
campaigns can increase a customer’s net worth, meaning they may be 
motivated to shop more intensely whether or not they actually redeem. 
This has important implications for campaign managers, as the tradi-
tional measure of a coupon campaign is often solely the redemption rate 
(Venkatesan and Farris 2012). 

Evaluating Coupon Performance

Coupon campaigns present decision makers with many design choices, 
including discount level, benefit framing (dollar or percentage) timing 
and duration, segmentation, and channel. Evaluation, however, often 
focuses on a single measure—redemption rates—with claims made that 
managers do not have adequate evaluation models or processes in place 
(Wei 2007). Managers are therefore encouraged to look beyond redemp-
tion and take note of other positive metrics that may be attributed to 
the coupon initiative. They are encouraged to consider factors including 
customer satisfaction, change in average invoice value, visit frequency, 
associated product sale and overall value perception, and well as conduct-
ing demographic analysis on exactly who does the redeeming.

Coupons are a well tried and tested option for putting purchasing power 
in the hands of consumers. As such, they are among the most prominent 
examples of front-loaded promotional offers. They also share shelf space 
with a rear-loaded relative—rebates. As these two options are frequently 
compared, it is worthwhile exploring the similarities and differences.
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Rebates

Buy Now, Save Later

Rebates differ from coupons in that rather than providing an upfront 
incentive to buy, consumers—having purchased a product at the adver-
tised price—apply to the manufacturer or retailer for a partial refund. 
This requires extra effort on the part of the consumer and in effect delays 
the receipt of the benefit. Because of the administration required, rebates 
are more suitable for higher ticket price goods where more substantial 
sums are involved, compared with coupons many of which only offer 
low dollar or sometimes only cents savings. In the United States, they 
are an important marketing tool for expensive consumer durables like 
automobiles, with an estimated U.S. $3 billion paid out in 2006 (Bruce, 
Desai, and Staelin 2006). On face value, it looks like the vendor has the 
upper hand in relation to rebates. Full price can be charged for a product, 
with the advertised saving only being reimbursed when the claim process 
is completed. Some shoppers may have reservations about whether the 
rebate will actually be paid, or be concerned about the time lag between 
application and receipt, so this option may be less attractive to risk-averse 
shoppers who like their savings in real time.

Conditional Love

Rebates can be offered as conditional incentives, for example, in product 
categories where seasonality may significantly affect purchase behavior 
and subsequent product usage. One source reviewed cites the example of 
a Canadian snowmobile manufacturer who offered a cash rebate if snow-
fall in 44 states was below the previous three-year average. Sales grew 
by 38 percent, with the promotion insured through a financial product 
known as a weather derivative (Gao, Demirag, and Chen 2012).

Nonredemption: Slippage

Only 40 percent of rebates are claimed (an effect called slippage), essen-
tially reducing the overall cost of the promotion compared to regular 
discounting or couponing (Qiang and Moorthy 2007). There are many 
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reasons why consumers may not redeem. They may be forgetful, value the 
potential saving less over time, find the process too hard and therefore 
not worthwhile, or they may simply not be deal prone shoppers (Choi, 
Kissan, and Lemieux 2010). The goal of rebates is however to motivate 
shoppers to purchase with the rebate in mind. The rebate structure and 
process management should therefore serve to encourage not dissuade. 
Several factors have been proposed that could make rebates more appeal-
ing including easy-to-complete forms, rebate payment tracking (online 
or via a toll free number), short payback time (circa two months), and 
the use of online redemption rather than paper-based tools (Ong 2008).

Manufacturer Rebates

Another application of rebates involves manufacturers paying a cash sum 
to a retailer, often as part of a trading agreement that prevents the busi-
ness selling competitor products (exclusivity). In this way, rebates act to 
compensate for the opportunity cost of lost sales (Erutku 2006). Some-
times, manufacturers offer incentives to both the business and to the end 
consumer (Demirag et al. 2010).

Legal Complexities

In the United States rebates are big business. In line with other promo-
tional and marketing strategies, they have attracted the attention of leg-
islators and those who offer rebates must do so within legal parameters. 
There is concern, for example, about product prices being presented, 
which include the potential rebate but do not clearly identify that a rebate 
needs to be applied for. Diverse federal and state laws exist relating to 
rebates, meaning that sellers and manufacturers need to be competent 
in legal interpretation and also in service contract fulfilment. These are 
significant managerial issues both for reasons of compliance and due 
to a huge increase reported in customer complaints relating to rebates 
( Pechmann and Silk 2013).

Although commonplace, monetary promotions have their limitations. 
Many businesses therefore like to consider other forms of promotion, 
which although still incurring a cost do not necessarily depend on playing 
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the price game. This illustrates a shift toward nonmonetary  promotional 
strategies (Cooper 2011), the main forms of which will now be explored 
in the following chapters.

Chapter Highlights

• Monetary promotions take many forms including discount-
ing, couponing, and rebates.

• Excessive discounting can have negative implications for 
brand and price perceptions.

• Monetary discounts can adversely impact margins.
• A clear rational and strategy is needed when using monetary 

promotions to minimize potentially damaging consequences.
• New technologies are changing the way monetary promotions 

are presented to consumers.
• Evolutions in social media have presented new consumers to 

take advantage of group buying incentives.



CHAPTER 5

Nonmonetary Sales 
Promotions

Introduction

The previous chapter explored the major forms of monetary promotions. 
This chapter defines and discusses nonmonetary promotions as an alter-
native to price-based promotions. There are several popular forms of non-
monetary promotion that center on adding value to a purchase rather 
than discounting price. We highlight the specific characteristics of these 
types of promotion and reveal key research insights relating to their use, 
design, and application. At a time when increasing consumer skepticism 
toward sales promotions is a very real consideration for decision makers, 
we also review the benefits of both monetary and nonmonetary promo-
tions within the promotional mix.

What Are Nonmonetary Promotions?

Nonmonetary promotions do not discount price, but instead offer added 
value in the form of a free gift, a bonus size product, a discount on a 
further unit purchase, or a sweepstake (competition) entry. Many forms 
of nonmonetary promotions are sometimes referred to collectively as 
 premium promotions. By employing nonmonetary promotions, margins 
are preserved and the sometimes negative associations relating to dis-
counting are avoided. These promotions still incur costs based on the 
nature of the reward or incentive offered. As with a price-based promo-
tion, the benefits offered to the consumer may be large or small, but 
unlike a discount the reward may be certain (guaranteed as a result of 
purchase) or uncertain (i.e., a sweepstake entry that offers the chance to 
enter and win a prize). While discounting offers utilitarian (functional) 
benefits, some nonmonetary promotions can be perceived as appealing to 
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hedonic (pleasure-seeking) motivations, especially those with an engage-
ment, education, fun, or challenge aspect included. When compared to 
highly visible price discounting, nonprice promotions are often consid-
ered less well researched (Liao 2006). While discounting options may be 
fairly limited, nonmonetary promotions by contrast offer more in the way 
of choice, scope, and messaging.

Bonus Packs—Buy One Get One Free

The use of bonus-sized packs (200 ml for the price of 150 ml), or the offer 
of buy one get one free (BOGOF) are popular forms of sales promotion in 
household goods categories. Rather than offering a price discount, the ben-
efit centers on offering a quantity advantage of the same—or a related—
product. Rather than 50 percent off, these promotions are often framed as 
100 percent more. How these promotions are presented, the magnitude 
of the offer, and how consumers interpret and evaluate the added value 
will, of course, determine their success (Chen et  al. 2012). They often 
leave full price largely intact. They can also be a valuable way to pass on 
surplus or soon to be discontinued product to shoppers with a stockpiling 
and value-seeking mentality. They therefore offer manufacturing, supply 
chain, and demand smoothing advantages. This form of promotion can 
also impact competitor sales and prevent brand switching. They have also 
attracted some criticism, centering on creating waste, encouraging bad 
eating habits and overconsumption and the potential to devalue brands 
through overuse. Whether bonus packs are preferred over discounts may 
depend on the aptitude of the organization in modeling and comparing 
relative campaign costs. As this form of promotion involves manufactur-
ing, distribution, and marketing skills, those responsible for promotion 
planning are encouraged to take a more holistic approach to cost calcula-
tion and campaign decision making (Geurreiro et al. 2004).

Free Gift with Purchase

Free gifts are another form of value-adding sales promotion. They 
are a common strategy in highly brand-sensitive categories including 
 cosmetics and home electronics where discounting the brand is often 
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actively avoided. The free gift may be in the form of a complimentary 
product from the brand stable or from a different brand, category, or 
supplier. Once again, it is all down to interpretation and perception 
on the part of the consumer, with researchers providing some valu-
able points of consideration. Shoppers may undervalue the gift simply 
because it is free. They may also mentally devalue the category from 
which the gift came. Conversely, they may attribute a higher value to 
a gift if it is offered by a more prestigious brand. As the product has 
been given away, it is also unlikely the shopper will need to buy it, so 
standalone sales of the gifted item may suffer (Raghubir 2004). These 
factors relate to what has been termed a spillover effect (Tseng, Lou, and 
Bei 2009) and illustrate how the wider effects of individual promotions 
need to be considered. Offering a mystery gift with purchase may be 
problematic. Not telling the consumer what the free gift is can have 
two possible effects—it can turn off risk- adverse shoppers due to the 
inherent risk of not knowing, or it can entice those who enjoy a degree 
of mystery with an element of fun (Laran and Tsiros 2013). Finally, for 
those who may miss out on the free gift offer, negative emotions caused 
by a sense of regret may be evident (Liu, Cheng, and Ni 2011). Overall, 
it is important for business to consider both the advantages of gift giving 
as well as the potential drawbacks through data analysis and consumer 
research.

Bundling

Sharing similarities with bonus pack promotions is a technique referred 
to as product bundling. Bundling involves multiple items being offered 
for sale together with some form of extra value incentive offered. 
The  value may be communicated in the form of a price advantage or 
through the offer of a free (and sometimes unique) product. Bundling can 
 create an immediate sense of appeal, especially if the bundle price is pro-
moted against the total costs of the products if they were to be purchased 
 separately. If you are feeling hungry, a good example of bundling is the 
regular meal deals offered at McDonalds: You can buy any of the products 
separately, although there is a value advantage in taking the bundle offer. 
Potential image problems may be attributed to bundling of fast food, via 
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the combo approach, for example, with the increase in calorific intake or 
the offer only of soft drinks with no healthy alternative being a cause for 
concern. Customers may negate these consequences though, perceiving 
the ease of ordering (meal 1 please) as a benefit in itself (Shibin, Parker, 
and Nakamoto 2007). Examples are also found in the music industry, 
especially in the online selling space where consumers may take advantage 
of an offer to bundle music tracks or albums from their favorite artists 
(Bodily and Mohammed 2006).

Consumers often have reservations about bundle deals. They can find 
the deal too hard to evaluate asking “is this really a better deal than buy-
ing the individual items elsewhere?” They may also not value some items 
included in the bundle and see them as irrelevant or surplus to require-
ments. Research has revealed that shoppers may have reservations about 
the quality of the value-adding bundled product and can be wary of its 
full price value due to its role as the loss leader component (Shibin, Parker, 
and Nakamoto 2007). For events and leisure marketers, bundling may be 
a good way to assemble an attractive one-price package that covers diverse 
elements. The question of redemption is again raised, with some research 
indicating that consumers may be more likely to forgo a bundle compo-
nent than if they had bought the event and attraction tickets individually 
(Soman and Gourville 2001). As an alternative to single-price bundling, 
it has been suggested that firms may consider presenting a reduced price 
for each bundle item, if purchased together (Yadav and Monroe 1993). 
They may serve to attract not just pure bundle shoppers, but also those 
who were interested in any of the components individually. It has also 
been proposed that bundling a new, innovative, and untried product 
with a familiar, established item may encourage purchase likelihood and 
reduce the risk that is associated with the purchase of the unfamiliar item 
(Harris 1997; Sarin, Sego, and Chanvarasuth 2003).

In discount-driven times, bundling may be seen as a way that power-
ful brands can differentiate themselves (Chung, Lin, and Hu 2013), cre-
ating a unique market offer with inherent category strengths and product 
synergies.

Those familiar with online music buying (e.g., iTunes) will also be 
familiar with the practice of unbundling, for example, where an album 
is broken down into separate tracks, and subsequently offered for sale 
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(Chiambaretto and Dumez 2012). This is the opposite of the meal deal 
approach, and shoppers may pay more per unit, but ultimately get exactly 
what they want.

Sampling

In competitive consumer environments, many retailers and suppliers seek 
to influence and motivate potentially undecided or hesitant consumers 
through the active promotion of products through sampling. This is a 
familiar part of the supermarket and department store landscape and is 
a good way to get products off the shelf and into the customers’ hands. 
Sampling can also take to the streets or may involve direct mailing or 
even online avenues. In the software sector, sampling involves the use of 
freeware or trial ware (Lee and Tan 2013). Sampling is strongly associated 
with experiential marketing (that which engages a range of senses) and 
aims to involve the target consumer tacitly and tangibly with the product. 
As a consequence, sampling may also include a theatrical or event element 
to build excitement and interest. This may be achieved through the use 
of special displays, custom vehicles, attractive models, or interactive tech-
nologies. Sampling may also be linked to other forms of incentive, for 
example, a price reduction or a bonus offer. Sampling in all its forms has 
been used widely in consumer markets and the broad consensus is that it 
is a powerful way to drive sales. It fulfills a variety of roles, including the 
following:

• Raising brand awareness
• Encouraging new product trial
• Attracting new consumers
• Assisting with the demonstration of a multi-stage or system 

application (e.g., a two-stage skin care process)
• Helping with brand or product repositioning (Sherwood 2006)

For these reasons, companies from all sectors spend billions of dollars per 
annum on sampling initiatives. Sampling can shape consumer behavior in 
two ways: encouraging immediate purchase and developing longer-term 
goodwill (Heiman et al. 2001). Therefore, as well as being a powerful and 
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flexible way to introduce a new product, it can also assist longer-term 
brand goals. In addition, sampling can also be an effective method to 
re-introduce familiar brand products to new audiences.

Sampling presents consumers with the chance to experience a new 
product with no attendant risk. In the case of online music retailing, 
it has been proposed that offering samples to potential consumers may 
help mitigate the effects of contradictory reviews, for example (Hu et al. 
2010). In the case of food sampling in particular, it can also be seen as a 
form of reward or treat—something to break the monotony of a regular 
trip around the supermarket. It can also motivate shoppers to engage in 
more hedonistic shopping activities, providing you do not give them too 
much of a good thing and thereby fully satiate their appetite (Wadhwa, 
Shiv, and Nowlis 2006)! In discerning, brand-driven sectors like beauty, 
just because a sample is free, should not mean it is cheap. This may be the 
only chance to change the buying habits of a lifetime and encourage the 
shopper to switch brands. Where sampling is concerned, first impressions 
count. Managers are encouraged to give thought and attention to pack-
aging design and quality, as well as consider ways in which the packaging 
itself can be used to create interest and engagement ( Penning 2013).

The expansion of social media has opened new frontiers for the use of 
sampling. Rather than being a hit or miss affair, samples can be targeted 
at those who show an active interest in an organization’s social media sites, 
and they can be used to encourage more people to subscribe in return for 
a free sample. Strong networkers, that is, those with the highest density 
of connections, can also be targeted as word of web brand champions and 
product advocates, leveraging social contagion (Schlereth et al. 2013).

Embedded Premiums

An embedded premium is one in which the benefits accrue to a social 
cause or charity. They offer a different and potentially more altruistic ben-
efit and often require no additional action on behalf of the consumer. 
They may be framed as: “for every product purchased, $1.00 will be 
donated to charity x,” for example. This form of promotion offers some 
distinct potential advantages for brands (Henderson and Arora 2010):
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1. Avoidance of the negative association and margin implications 
 associated with discounting.

2. Provides the opportunity for a brand to make a synergistic connec-
tion with a worthwhile cause, especially one which can be seen to 
reflect the brand focus, market position, or consumer demographic.

3. It can generate a feel-good factor for shoppers, as their purchase 
 contributes to a worthwhile cause.

4. There is potential to apply premium price strategies, with shoppers 
perhaps willing to pay more for the opportunity to do good through 
their purchase.

5. It may enable less established or challenger brands to benefit by 
 association with a known charitable entity.

6. The potential to actively encourage brand switching.

Overall, it has been proposed, a comparatively small benefit can be more 
effective than offering the equivalent benefit in discount or coupon form 
(Henderson and Arora 2010). This is because a consumer may place a 
higher mental value on the donation, in comparison to the cost saving.

Competitions, Sweepstakes, and Contests

Winning Entry

Sales promotions based on competitions, contests, promotional games, 
or sweepstakes present consumers with the chance to win a prize as 
a result of engagement. They are commonly employed by leading 
 consumer brands and the investment can be considerable. In the 
United States, for example, in 2008, $1.86 billion was spent on these 
initiatives by a range of organizations as part of their sales promotion 
agenda (Johannes 2008). Qualifying to enter one of these campaigns 
may involve purchase, product trial, store visitation, viewing an online 
advertisement, getting a code word from a magazine, agreeing to receive 
a newsletter, or completing a survey providing details or information. 
Familiar to most is providing a creative answer to a 25 words or less 
question. Whether or not purchase is required, these efforts can be 
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 considered a cost of entry, or what is termed consideration ( Stanley 
2003). Popular prizes range from cash, cars, and holidays to free prod-
ucts and money can’t buy experiences. These  campaigns are popular 
and highly visible in-store and online through websites and have also 
evolved to take advantage of the mobile channel and social media space 
in more recent years. There is a strong community of consumers who 
actively and enthusiastically enter these promotions. Referred to as 
 compers, or less attractively prize pigs, they interact through forums and 
virtual networks sharing competition information, code words, win-
ning strategies, and celebrate each other’s wins.

Advantages

Several key advantages for these campaigns have been identified. These 
include brand repositioning, increasing consumer awareness, creating 
impact at point of sale, increasing awareness of range, heightening in-store 
interest, and encouraging brand switching (Peattie, Peattie, and Emafo 
1997). They can also inject a hedonic element of fun, chance, or  gaming 
into the otherwise utilitarian price-centered promotional landscape. 
It is also relevant to consider their role in relation to customer relation-
ship management (CRM). A detailed customer database is increasingly 
important for effective marketing. Competitions, sweepstakes, and con-
tests are an effective means by which relevant consumer information can 
be collected as part of the entry process.

Design Parameters

On the face of it, competitions, sweepstakes, and contests look simple. In 
reality, managers are faced with an array of design choices. The extensive 
research conducted into these campaigns for this book revealed four main 
decision fields that present challenges to decision makers:

1. Campaign profile: What are the conditions of entry and the rules of 
the game?

2. Marketing channels: How and where will the campaign be presented 
to consumers?
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3. Prize structure: How are winners selected: chance or luck? What is the 
nature of the prize: cars, cash, holidays? What is the prize dispersion: 
single winner, few winners, multiple winners?

4. Timing and duration: When will the promotion run and for how 
long?

It is important to consider these design factors against the objectives 
established for the campaign. For example, designing a competition with 
the goal of increasing sales without including a purchase clause in the 
terms and conditions will be unlikely to succeed as consumers can enter 
whether or not they make a purchase.

Legal Considerations

Competitions, sweepstakes, and contests as well as being sales promotion 
tools also share features more commonly found in the gaming or gam-
bling arenas. As a consequence, campaign planners need to comply with 
not only consumer law but with national and state gaming legislation. 
This can dictate entry criteria, the nature of any consideration, costs of 
entry, and the value and nature of the prize. It is common for this form of 
legislation to be state specific, so a national campaign may require multi-
ple state permits. As a result of this complexity and to avoid costly fines, 
many organizations chose to employ the services of lawyers or promo-
tional agencies who specialize in managing the legalities, operation, and 
management of these campaigns.

Overall, they offer the consumer an engaging, attractive, and enjoy-
able promotional opportunity. Despite their popularity they remain 
largely under-researched.

Monetary or Nonmonetary: Which Is Best?

Having explored the diverse forms of monetary and nonmonetary 
 promotions, it is clear that both can offer different potential advantages. 
 Consumer-facing organizations use monetary and nonmonetary promo-
tions in varying proportions and for diverse reasons. Supermarket retail-
ing, for example, is heavily price and value focused and discounting and 
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the use of coupons, for example, is commonplace all year round. Depart-
ment stores may discount at key times of the year only, supplementing 
this with more creative initiatives like sampling and BOGOF campaigns. 
Retailers of electrical products will often focus on discounting, but due 
to the higher ticket price, price visibility, and the low margins associated 
with their products they may also rely on rebates to close the deal.

Obviously, there is no one answer to the question which is best. 
Research in the field provides some interesting food for thought, relating 
to consumer perceptions, benefit levels, and the most appropriate choice 
of promotional tool (Palazon and Delgado-Ballester 2009). For exam-
ple, at a moderate level of promotional benefit, there may be little or no 
difference in consumer perceptions between the relative advantages of a 
 monetary versus a nonmonetary promotion. At low-benefit levels, it seems 
that a dollar spend on a nonmonetary promotion will be more effective 
than an equivalent investment in discounting. With a high promotional 
benefit, consumers seem to value the discount offer more. For managers 
who may be creatures of habit when it comes to promotional choice, it 
is worth considering that discounting may not be the only option for 
all occasions or price points. Sector dynamics, market position, and cus-
tomer expectations will, however, ultimately shape the final profile of the 
campaigns adopted.

Keep it Real

With prices changing all the time, and a glut of unbeatable offers con-
fronting shoppers every day, it is not surprising that a degree of skepticism 
and cynicism is to be expected, with claims like lowest ever prices and 
never to be repeated offer often raising suspicions. Consumer skepticism 
toward such sales promotions is revealed to have a detrimental impact on 
purchase intentions as well as causing shoppers to downplay the perceived 
level of benefit (de Pechpeyrou and Odou 2012). Collectively, businesses 
and brands must take responsibility for this, as the industry continu-
ally drives promotional activity with sometimes seemingly wild claims. 
Despite the wide choices available to managers, discounting in particular 
remains prevalent and it has also been called the new retail reality (Knight 
2012). This may be because promotional alternatives are not explored 
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in enough detail by those who make campaign decisions through their 
planning activities. Hence, having explored these major monetary and 
nonmonetary options, we now turn our attention to the sales promotion 
planning process as the next stage in our journey.

Chapter Highlights

• Nonmonetary promotions focus on adding value rather than 
reducing price.

• This form of promotion is often referred to as a premium 
promotion.

• Major forms include BOGOF, free gifts, bundling, sample, 
embedded premiums, and competitions.

• Each form of nonmonetary promotion offers specific benefits 
and advantages to the retailer.

• There is still active debate on the most effective combination 
of monetary and nonmonetary promotions.

• Embedded premiums are a specific from of sales promotion 
with not-for-profit or charity applications.





CHAPTER 6

Sales Promotion Decision 
Making: Processes and 

Influences

In previous decades, marketing managers often failed to recognise 
the importance of co-ordinating and integrating the promotion 
mix as the various elements were planned and managed separately, 
often by different people with different objectives, budgets, and 
views of the market. (Stewart and Gallen 1998, 557)

Introduction

Every sales promotion campaign will be the result of an applied manage-
ment process, whether formally defined or informally negotiated. These 
processes are often unique to an organization’s market position and cul-
ture, and they will be shaped by a number of factors. In this chapter, 
we define the core stages in the decision-making process and discuss the 
major influences—internal and external—that can shape decisions. This 
provides a platform upon which the reader can begin to critically consider 
decision-making approaches within their own organization. The chapter 
also establishes a basis for the cross-case comparison presented later in 
the book.

Decisions, Decisions

Sales promotion decision makers face some unique challenges. They 
have to assess the overall competitive position and the brand values 
of the organization and develop a suite of promotional initiatives that 
 support business goals relating to sales, profit, category performance, 
inventory management and stock holding, differentiation, and consumer 
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 satisfaction. Their job is made more difficult because dynamic variables 
like seasonality, competitor activity, new product launches, internal pref-
erences, and budget constraints will all need to be accommodated in the 
decision-making process. They have to be both proactive and reactive, 
developing solid promotional foundations and accommodating tactical 
demands. Despite these complexities, they must review and analyze the 
information and data available to them, applying experience and  expertise 
to develop promotional strategies necessary to deliver the best possible 
return on investment—both short term and long term.

Sales Promotions: What Are the Big Questions?

The specific decisions that managers make in relation to sales promotions 
are often complex and wide ranging, but essentially seek to address the 
following questions:

Objective setting: What are the specific and measurable aims of the 
promotional strategy?

Budget and resource allocation: How much is allocated to sales promo-
tions within the marketing mix?

Options: Which forms of promotion are most suitable in fulfilling 
stated objectives?

Promotional mix: How are diverse promotional options combined to 
create a coherent and synergistic mix over the calendar year?

Campaign design: How are specific campaigns themed, marketed, and 
operationalized?

Timing, duration, scheduling, and frequency: When are promotions 
scheduled and why? How are multiple promotions managed and 
coordinated over time to balance the offer and to avoid customer 
confusion and promotion fatigue.

Agency involvement: Are sales promotions designed and managed 
in-house, or are specialist agencies employed for some or all of the 
campaign stages?

Stakeholder involvement: What degree of feedback and engagement 
is sought from stakeholders in relation to the promotional offer, 
for example, other head office departments, store managers, or 
 franchisees?
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Supplier partnership: Are suppliers involved in campaign decision 
 making, and how are diverse supplier-led promotions assessed and 
coordinated?

Implementation: Who is responsible for campaign activation and 
management? How is overall control coordinated in circumstances 
where different parts of the business may be responsible for different 
aspects of the campaign at different stages?

Evaluation: What measures are used to assess the impact of the cam-
paign against the stated objectives and how are learnings shared and 
incorporated in future campaigns?

Processes and Influences at Work

Every organization is unique in terms of its culture, structure, market 
position, and management style. This also extends to decision making in 
all business areas, including marketing advertising and sales promotion 
planning. Organizations have their own ways of doing things, for example. 
Some may have a high dependency on hard facts and data to guide deci-
sions. Others may take a more intuitive and experience-based approach. 
Some leave decision making to the marketers, while others encourage a 
more collaborative and consultative approach, taking many view points 
and opinions into account from stakeholders. What is certain is that all 
businesses adopt some form of decision-making process that results in 
decisions being made. This process may be formal or informal and intu-
itive or data-driven. The specific process will also be subject to internal 
and external forces or influences that act to shape the nature and focus of 
the decisions taken.

Decision-Making Process in the Real World

Sales promotion planning often involves complex negotiations between 
organizational divisions and departments, manufacturers, suppliers, and 
stakeholders. Not surprisingly, the quality of the planning process under-
taken has been identified by experts as a critical factor in determining the 
future use (and success of ) any promotional initiative (Stewart and Gallen 
1998). In essence, good planning will increase the chances of a successful 
campaign, while inefficient planning will likely result in disappointing 
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results, leading to the effectiveness of sales promotions being questioned 
by those involved or affected.

The impact that decisions taken by management have upon the nature 
and effectiveness of a given sales promotion have been considered since 
the swinging 1960s (Weber 1963). Even back then, the potentially nega-
tive impacts that management approach and organizational culture could 
have were noted. To consolidate understanding, it is important to explore 
what is known about the sales promotion planning process and under-
stand the fundamentals of the stages involved in delivering a successful 
campaign considering both theory and practice in the field.

Sales Promotions: Theory–Practice Interface

“Few areas of marketing exhibit a greater disparity between theory and 
practice than sales promotion” (Gaidis and Cross 1987, 67).

Perhaps not surprisingly, like marketing and advertising, the field of 
sales promotion decision making also seems to be one where a theory–
practice divide is evident. In the supermarket industry in New Zealand, 
for example, it has been proposed that “a coherent system for decision 
making is lacking” (Simpson 2006, 225).

Diverse frameworks and models have been proposed to help managers 
to develop more effective processes and optimize promotional effective-
ness. These are found readily in textbooks and journals, often taking the 
form of flowcharts or checklists, populated with decision stages and key 
questions that the promotional planner is encouraged to ask and answer 
at each stage.

Others have framed their thinking around the sales promotion deci-
sion factors that managers have to address in their planning processes 
(Raghubir, Inman, and Grande 2004). The model in this case considered 
five key design fields (choice of product to promote, choice of target seg-
ment, type of promotion and design, promotion pattern intensity, and 
communication), again identifying some relatively common-sense deci-
sion stages that managers are encouraged to follow.

The more scientifically minded advocate the use of decision support 
systems (more metrics, data, and analytics driven) to fill a perceived void 
in the planning process (Silva-Risso, Bucklin, and Morrison 1999). Some 
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have proposed frameworks that center on decision stages that focus on 
stages of consumer engagement and response (Gaidis and Cross 1987). 
It  is, however, commonly identified that promotional planning is  
neither art nor science, but a combination of the two (Dhebar, Neslin, 
and Quelch 1987), the success of which relies heavily on the experience 
of decision makers and their ability to read the market and propose the 
best solution.

As can be seen, there is no clear consensus on what could be consid-
ered a standard or generic model or framework that can be universally 
applied to the discussion of sales promotions, as there is, for example, 
in the case of the Boston Consulting Group’s 4Ps of marketing decision 
making, familiar to many. It often seems that the more specific a model 
or paradigm is, the less applicable it is. The combined work of business 
writers, consultants, systems developers, and functional decision makers 
over recent decades has, if nothing else, created a diversity of opinion.

Model Answer

In order to structure our thinking, a pragmatic model has been developed 
that aims to synthesize the diverse views on the stages of the planning 
process. This provides common ground for discussion and analysis. This 
model is one in which the stages of which are recognizable to all, even if 
in practice not all the process stages are completed, nor followed in the 
order specified. This model is shown in Figure 6.1.

Exploring the Process Stages

1. Aims. An overall big picture of the role of sales promotions in 
 supporting business goals is developed, drawn from the direction 
provided in the annual marketing plan.

2. Resources. The amount of funding and resources available for sales 
promotions within the marketing and advertising budget needs 
to be identified. This may change over time as business circum-
stances evolve, but planners must start with a clear picture on the 
likely resources at their disposal to facilitate seasonal or annualized 
 budgeting.
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Figure 6.1 The stages of sales promotion planning
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3. Activity planning. Over the course of the business year, a promotional 
plan needs to be drafted and refined, which identifies the key times 
where promotional activity will have the greatest impact. It should 
also present a schedule of proposed activity that both capitalizes on 
opportunity and avoids promotional bottlenecks and lengthy peri-
ods of inactivity.

4. Objective setting. For every campaign, clear objectives need to be 
determined, identifying the specific goals that each campaign is 
intended to achieve. These may relate to brand or product aware-
ness, sales, profit, volume, or product lifecycle leverage. Without a 
clear idea of what the promotion is intended to achieve, the subse-
quent campaign design exercises and the evaluation of effectiveness 
is compromised and any evaluation exercises will be both confused 
and potentially ineffective.
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5. Modeling and evaluation of alternatives. With clear promotional 
objectives established, it is important to acknowledge that there may 
be more than one way to achieve these goals. This is a critical step 
in the planning cycle, as it is easy to default to tried-and-tested old 
favorites, rather than explore fresh alternatives.

6. Campaign specifics. After considering possible alternatives, decisions 
need to be made on the specifics of campaign profiles. Which form 
of promotion will be used to best achieve the particular campaign 
objectives? Which channels will the promotion occupy and how will 
the promotion be themed and communicated to consumers? Will 
the campaign involve external partners and service providers, for 
example, suppliers, legal experts, and marketing agencies?

7. Management and implementation. Responsibility for campaign activa-
tion will need to be delegated. In some cases, organizations outsource 
some or all of their promotional campaign management to third par-
ties, while in other cases this remains an internal responsibility.

8. Evaluation. With clear objectives established for each campaign, it is 
important to conduct review and evaluation exercises to determine 
how successful the promotion was in fulfilling these objectives. Eval-
uation may be based on a limited number of factors, for example, 
short-term sales lift, or may be more comprehensive and extensive, 
including short- and long-term sales modification, brand percep-
tion, cross-category impact, customer reaction, shopper behavior, 
and stakeholder satisfaction.

Diversity in Decision Making

This process model presents distinct decision stages recognizable to 
the majority of decision makers with responsibility for sales promo-
tions. It  therefore provides a solid platform to discuss what could, 
should, and does happen in the day-to-day life of professionals. Diverse, 
 company-specific processes will mean that not all stages may be followed 
in the specified order and the level of rigor, detail, and analysis applied at 
each stage may also vary. The reason that there is such diversity in deci-
sion making is twofold. First, because there is no common agreement on 
the optimal process, practices within organizations have evolved along 
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 different paths, often blending history, experience, and common practice. 
Second—and significant—is that all decisions are subject to the forces of 
cultural and competitive influences, both internal and external and it is 
important to acknowledge and define these potential sources of influence.

Under the Influence

Whichever process or method is used by an organization, whether ana-
lytics and systems driven or more organic and informal, it is important 
to maintain a keen awareness of the potential sources of influence that 
will shape outcomes. Different markets, competitive conditions, owner-
ship, and operating structures and business cultures will all influence how 
decisions are made. Sometimes these influences are overt, but sometimes 
they may be more subtle and less obvious in their impact. Unless we 
acknowledge the factors that shape our decisions, it is hard to take a crit-
ical and objective look at why we do what we do. This is just as true for 
sales promotion planning as it is for all other management decision fields.

Influences on Promotional Planning

Some influences, such as management experience, market knowledge, 
and hard data, can have a positive and beneficial effect. Sometimes how-
ever they may negatively impact campaign effectiveness, for example, if 
the culture of the business is risk averse, or if a small number of powerful 
stakeholders get the final say regardless of their competence in the field. 
These influences will vary in nature and significance between businesses. 
They should nevertheless be recognized to ensure that management deci-
sions are optimized, not compromised. The sources of influence may be 
either external or internal in origin. Our research identified some major 
sources that practitioners should be aware of (Table 6.1).

External Influences

Trading Environment

While strategic marketing develops long-term relationships with con-
sumers, sales promotions are—as identified—short-term response tools. 
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That does not mean that businesses cannot plan their sales promotions 
 strategies ahead of time and many develop a detailed promotional calen-
dar extending a full 12 months in advance. However, changes in the trad-
ing environment, such as a rise in interest rates, a slowdown in consumer 
spending, increased jobless figures, or concern about the global  economy 
can influence the nature, depth, and frequency of sales promotions 
required to achieve sales goals as anticipated spending patterns change. In 
times of economic downturn, for example, many retailers in discretion-
ary or luxury sectors may find that sales decline as shoppers abstain from 
purchasing, or seek cheaper alternatives. They will have to work harder 
to try to engage consumers with more promotions and special offers as 
a consequence. In the supermarket sector, many players find themselves 
having to promote value rather than location, range, or convenience as 
their key message to the market. Everyday low pricing (EDLP) price roll-
backs and feed a family for less than $10 campaigns are commonplace 
in promotional messaging. This is because midmarket players like Tesco 
and Sainsbury’s (UK) and Coles and Woolworths (Australia) are losing 
ground to hard discounters like Aldi, Lidl, Netto, and Costco. Depart-
ment stores are susceptible to falls in consumer confidence and declines 
in discretionary spending, so when the going gets tough additional sales 
and heavy discounting may be introduced even if it potentially comprises 
brand values.

Table 6.1 External and internal influences on decision making

Sales promotion decision influences 

External influence factors Internal influence factors 
1. Trading environment
2. Competitor activity
3.  Seasonality: markets, categories, 

products
4.  Supplier relationships and partnerships
5.  Stakeholder expectations: contractual, 

service, and legal obligations
6. Marketing agency contribution

1. Market and brand position
2.  Marketing plan focus and direction 

agenda and direction
3.  Category and product sales, market 

share, and margin targets
4.  Experience and preferences of decision 

makers
5. Budget allocation methods
6.  Organizational structure and internal 

stakeholder dynamics
7. Campaign evaluation
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Competitor Activity

It is always necessary to keep a close eye on the competition. The strat-
egies and actions of competitors can influence promotional decision 
 making quite significantly. Deeper and more widespread discounting 
may be required, which may not have been anticipated when promo-
tional plans were first proposed. New campaign messaging may have to 
be developed to counter a strong brand offensive or minimize the impact 
of a new market entrant. Those responsible for sales promotions may 
find themselves reacting to rapidly changing competitive circumstances, 
introducing new campaigns or amending planned campaigns at relatively 
short notice as part of the planning process to help the business defend 
its position. This is most evident in the case of price wars, for example. 
These are a common feature of the supermarket sector where one retailer 
seeks to aggressively demonstrate their value credentials to consumers in 
key staple goods categories like bread and milk through deep discounting 
or loss leader tactics.

Seasonality: Markets, Categories, Products

Some businesses plan their inventory purchasing and sales forecasts with 
a strong focus on the changing seasons, from a trend, event, or climate 
perspective. The fashion retailing industry is one that drives its mar-
keting and promotional activities around spring, summer, autumn, and 
winter collections and global fashion catwalk events. It is common to 
see end of season sales, followed by new season launches or high-profile 
fashion event associations. Sporting goods retailers also plan their cate-
gory promotions around the sporting calendar and the key seasons and 
events in the local, national, or international sporting world. When a 
particular sports season commences, there is an abundance of promo-
tional activity aimed at motivating shoppers to refresh their clothing 
and equipment at key times of the year. Leisure, recreation, and out-
doors goods retailers also have to accommodate peak buying times for 
their products at different times of the year and will seek to capitalize 
on the window of opportunity any way they can. Depending on the 
market, sector, or product offer, different businesses will find that their 
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 promotional  decisions are influenced by these factors. For businesses 
affected by  climate and  season, there is often a need to invigorate sales if 
the weather patterns are unusual or extreme. Selling ski equipment in a 
poor snow season, for example, can be a major challenge, as can selling 
swimwear over a rainy summer!

Supplier Relationships and Partnerships

Many businesses source their product ranges from major manufacturers 
and suppliers. As part of the negotiation process to secure the business of 
a major client, part of the contracts and terms of trade will often specify 
the promotional support that is expected from each party. If a product 
range fails to achieve specified sales targets, is superseded by competitor 
offers, or approaches the end of its lifecycle, additional contractual pres-
sure may be exerted to force the partner to fund additional promotional 
activities. In some cases, the vendor and the supplier may agree to engage 
in cofunded or comanaged sales promotions. Research conducted into 
sales promotion planning in the New Zealand supermarket industry has 
revealed that the conflicting goals of these various parties, or inequality 
in power between the partners might adversely affect the planning pro-
cess and therefore the campaign outcome (Simpson 2006). After all, in a 
situation where a business is seeking to boost short-term sales by exerting 
pressures on a partner to agree to priced-based promotion, but the man-
ufacturer is trying to grow long-term loyalty through brand building, it 
is unlikely that a ready consensus will be achieved on the best strategy. 
The research in this case also suggests that as supermarkets have the upper 
hand in negotiations, their objectives may tend to overshadow those of 
their partner, so in essence the manufacturer may lose out at the nego-
tiating table. These factors, combined with a potential lack of trust in 
the retailer–manufacturer relationship, and a potential lack of campaign 
implementation expertise on the part of the retailer, may negatively affect 
outcomes. Wherever the balance of power rests in a joint promotional 
venture, involving a partner will to a greater or lesser degree influence 
the planning process affecting both the nature of the promotion and the 
subsequent management responsibilities.
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Stakeholder Expectations: Contractual, Service, and  
Legal Obligations

Different business structures present different challenges in terms of the 
degree to which stakeholder interests are taken into account. A company 
that owns its own stores and has a good track record in sales promotional 
management may have little need for external stakeholder involvement 
in the planning process. For franchise or buying group structures, how-
ever, this may not be the case. Franchisees engage with an organization 
on a formal contract basis. Buying group structures means that the ven-
dors they serve are essentially customers, not employees. The contractual 
terms, as well as detailing diverse operational provisions and responsi-
bilities, will often determine the level and nature of promotional activ-
ity offered by these business structures. If the stakeholder perceives that 
centralized promotional initiatives are too costly or are not effective, 
they may challenge the organization’s competence and direction, seeking 
change or challenging intentions. In addition, in almost all countries, 
sales promotion legislation is highly regulated, with government agen-
cies, consumer advocacy groups, and watchdog organizations keeping a 
close eye on proceedings. If a business has developed a reputation for 
unethical promotional practices, or has attracted significant criticism 
from franchisees, vendors, or customers, consideration of these exter-
nal stakeholder perspectives may be intrinsic to the planning process, 
especially if litigation, poor publicity, and questionable performance are 
evident.

Marketing Agency Contribution

Many businesses engage the services of specialist marketing or promo-
tional agencies to assist in the design, planning, and management of their 
promotions. This is especially the case where promotions have potentially 
complex legal implications, for competitions, contests, and sweepstakes. 
Involving an agency at an early or late stage in the planning process will 
inevitably influence the decision-making process. Agencies can bring 
new and creative campaign ideas, consumer data, legal and management 
expertise, and external perspectives to the table. However, an agency is 
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only as good as the brief it receives. Research into businesses and agency 
relationships has illustrated that organizations may not brief agencies 
clearly enough on specific objectives and intentions, and this may have a 
detrimental impact on agency performance and promotional effectiveness 
(Rhea and Massey 1989). If used effectively, agencies can fulfill a valu-
able role providing more objective and data-driven insights to support 
promotional planning decisions. One researcher observed “An agency 
with no data offering now risks being sidelined in the decision-making 
process” (Hoffbrand 2007, 11). The decision to use an agency and the 
skills knowledge and expertise accessed can have a significant effect on the 
quality of campaign outcomes.

Internal Influences

Market and Brand Position

Businesses adopt a specific market position in relation to their compet-
itors. They also have a unique brand ethos and brand values and target 
specific consumer demographics to differentiate themselves in the com-
petitive arena. It is important that the marketing, advertising, and promo-
tional strategies adopted are reflective of the market position and brand 
messaging and are therefore attractive and relevant to core consumer 
mindsets. Luxury retailers therefore may choose promotional strategies 
that are nonmonetary and value adding in preference to discounting, 
which may be used only rarely or at certain times of the year. In this way, 
they can appeal to more discerning, hedonistic shoppers. This reduces 
the likelihood of the brand being devalued in the consumers’ mind and 
preserves brand integrity. It also minimizes the chance of downwardly 
revising reference pricing. Many department stores—historically upmar-
ket entities—have in recent years resorted to more frequent discount 
activity, as they seek to win back their share of the discretionary spend in 
the face of competition from both online retailers and fast fashion value 
retailers like Zara, Topshop, and Uniqlo. Value retailers on the other hand 
will often introduce a wide range of monetary and value-adding promo-
tions to compete effectively in price-sensitive markets characterized by 
 utilitarian, deal-prone customers.
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Marketing Plan Focus and Direction Agenda and Direction

The annual marketing plan developed by the organization will determine 
the key objectives and strategies that the marketing team will pursue in 
support of wider business goals. These plans often specify key initiatives 
in relation to market penetration, sales, customer growth and retention, 
category and product changes, key sponsorship arrangements, and sea-
sonal events and opportunities. Naturally, the sales promotion strategies 
and tactics must support this big picture marketing plan, so promotional 
planners refer to the marketing plan as the basis upon which to  schedule 
more specific initiatives and campaigns. This is sometimes conducted 
simultaneously with marketing planning and sometimes at a later stage, 
depending on the decision-making process adopted. Sales promotions are 
also introduced to support the marketing agenda if it is felt an additional 
lift is required to achieve a specific goal or aim.

Category and Product Sales, Market Share, and Margin Targets

It is important to take into account the detailed financial targets that the 
organization sets in relation to category, product, growth, and profitabil-
ity. These targets are monitored and reported regularly and include daily, 
weekly, monthly period, this year versus last year, year on year growth, 
and like for like sales analysis against forecast. In order to be responsive 
to these trends over time, planners must review performance targets, and 
in consultation with other stakeholders they must propose courses of 
action that will increase the likelihood of success. There is always a trade-
off however. Heavy discounting may boost slowing sales, but it will also 
negatively impact margins and profitability if not carefully managed. 
A promotion introduced too early in the season can cannibalize future 
sales and encourage stockpiling. Ineffective clearance initiatives can leave 
surplus stock on the shelves making the introduction of new ranges onto 
the sales floor problematic.

Experience and Preferences of Decision Makers

This is commonly identified as both a positive and negative force on pro-
motional planning. Inexperience on the part of the decision maker, for 
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example, in relation to campaign optimization, data analysis, or nego-
tiating skills may increase the likelihood of poor decision being made. 
Businesses often make decisions and decide on options and preferences 
based on their previous experiences. There is a degree of familiarity and 
certainty in sticking to tried and tested methods, and it is not surpris-
ing that those responsible for sales promotions often tend to look back, 
rather than look forward in the early stages of planning. If a business has 
favored a particular form of promotion, research conducted in Australia 
has shown that this can be a strong influencing factor on how much bud-
get is allocated again in the future, revealing “there is a highly significant 
relationship between retailers’ perception of a promotional tool and the 
budget spent on that tool” (Fam and Merrilees 1996, 338).

When deciding between options, it is worth considering that not all 
may be considered equally or objectively. Those responsible for planning 
and budget allocations may be inclined to favor the tried and tested at 
the expense of the new. Whether these old favorites are in fact the best 
options is of course debatable. Experience is often a good thing; however, 
the familiarity that accompanies it can also limit innovation and lead to 
situations where the same strategies and techniques are used, often long 
past their sell by date.

Budget Allocation Methods

Sales promotion strategies need funding to bring them to life. The way in 
which a business allocates funds to sales promotion campaigns will deter-
mine the resources available to managers. Sometimes organizations make 
a broad allocation to marketing, often based on a percentage of sales. 
This allocation may include funds for marketing advertising and sales 
promotion, so a degree of negotiation is required on the part of managers 
to secure an adequate percentage. If sales fall below target in a given year, 
the available funds may be less than expected, and further negotiations 
will be required to decide who gets what, and how the available budget 
will be allocated. In this case, planners ask “how can we best invest the 
funds available to us?” In other cases, managers may work on detailed, 
cost-based models that outline the key initiatives considered to be both 
essential and desirable, which are then presented to internal stakeholders 



68 SALES PROMOTION DECISION MAKING

for approval. The dialogue here centers on “these are the resources we 
need to implement our promotional plans.” If cuts to the proposed bud-
get are made, managers must decide on which are the priority initiatives 
and which must be downscaled or shelved. Sometimes the promotional 
spend for the previous year is considered and a similar allocation plus 
a small percentage to cover increased costs is awarded. In other cases, 
detailed reviews of campaign effectiveness will determine which initia-
tives are worth pursuing in the future and which underperformed.

Organizational Structure and Internal Stakeholder Dynamics

The internal structure and politics of a business can affect the extent to 
which internal stakeholders are involved in the promotional planning 
process. In some cases, responsibility for campaign planning and imple-
mentation may lie within a single, siloed department (i.e., marketing). In 
these cases, the promotional plans will be developed and introduced with 
minimal consultation. The marketing plan and promotional calendar is 
developed and refined within the department and subsequently shared 
with other key departments. These must then organize their forecasting, 
buying, inventory, distribution, and merchandising activities in support 
of the various campaigns and initiatives. Other, more informal and pro-
gressive business structures and cultures may encourage greater involve-
ment in the early stages of planning. In these cases, there is extensive 
cross-functional discussion and negotiation. Opinions are sought from 
peer functions and the marketing and promotional plans evolve over a 
period of time through a process of negotiation, cooperation, compro-
mise, and sometimes conflict. This can increase the level of understanding 
and acceptance as the promotional plan is defined by consensus rather 
than by dictate. There is a risk that in this negotiation process, the deci-
sions and choices that the stakeholders agree on may not in fact be the 
best decisions, but merely the most familiar, the least risky, or the least 
contentious. In addition, the opinions and preferences of dominant stake-
holders and seasoned managers may take center-stage, but these may not 
reflect the optimal course of action. This may be especially true when, for 
example, a new marketing or promotions manager joins a business, but 
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finds that their fresh ideas meet with resistance from the old school players 
even though their proposals may be more progressive.

Campaign Evaluation

Those responsible for sales promotions are often criticized for their lack 
of rigor in assessing the effectiveness of a campaign against the objectives 
originally set, failing to apply meaningful measures and metrics. As many 
promotions involve a significant investment on the part of the business, 
this is a common bone of contention for the accountants in the organi-
zation. Unless campaigns are comprehensively and rigorously evaluated, 
it is difficult to conduct comparative return on investment analysis to 
determine which promotions perform best. Similarly, if evaluation mea-
sures are only short term in perspective and limited in scope, a clear and 
comprehensive view of longer-term impact is absent. The degree to which 
campaigns are objectively evaluated will influence views on their future 
use. If only limited measures are employed, for example, short-term 
sales lift, other longer term and potentially negative effects may be over-
looked. If a particular form of sales promotion is favored in the business, 
it is possible that evaluation exercises may be limited and superficial in 
nature. For those critical of new initiatives, a disproportionate focus on 
the  metrics of a new campaign can also kill off an idea that may be no 
worse, or in fact better than current alternatives. Finally, in joint venture 
promotions, the validity of the various partners’ performance data may be 
called into question, especially if the promotion is run on a contractual 
basis with hard targets and measures specified in the small print. With-
out a clear basis for evaluation, it is easy for personal preferences and 
subjective opinions to cloud the understanding of what worked well and 
what did not. The consensus seems to be however that overall businesses 
do not do enough to evaluate the efficacy of specific campaign within 
the promotional calendar. Therefore, the quality of their decision making 
going forward may be questioned in many cases. In the next chapters, we 
look at how processes and influences combine in the practitioner’s world, 
to identify opportunities for making better decisions and optimizing the 
return on promotional investment.
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Chapter Highlights

• Key questions need to be answered by decision makers as part 
of the planning process.

• Sales promotion decisions are made using established 
 processes that may be unique to an organization.

• Decisions will be influenced by a number of internal and 
external factors.

• Managers need to be aware of the consequences of using 
ill-defined processes in decision making.

• Some sources of influence may act positively upon the  process, 
while others may have a detrimental,  disproportionate, or 
biased effect.

• There remains a noted disparity between conceptual guide-
lines and practical approaches.

• A model of decision making with key generic stages can be 
used to guide the process.



CHAPTER 7

Case Study Research 
Method

Introduction

It is important to balance both academic and practitioner perspectives 
when discussing sales promotions management. As well as distilling the 
findings of a broad field of academic insight, the research conducted 
for this book involved gaining a tangible insight into how managers in 
diverse retail and consumer facing organizations made their decisions. 
This was achieved by interviewing professionals in a variety of organiza-
tions, including food retailing, department stores, fashion chains, and 
automotive accessory retailing. We also sought the opinions of market-
ing agencies and suppliers involved in sales promotion negotiations. The 
results of these interviews formed the basis for the case studies presented 
in subsequent chapters. As valuable research tools, both interviews and 
case studies need to be carefully structured and applied if they are to be 
effective in communicating key findings. This chapter explores some 
of the key principles relating to these research methods, enabling the 
reader to

• Appreciate the research rigor that was applied to the 
 development of this book

• Understand the principles and processes behind these 
approaches

This provides a solid basis for understanding the cases presented in subse-
quent chapters and provides guidance to those wishing to conduct their 
own research into management decision making.
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Research Questions

Central to any research process is the development of clear and focused 
research questions. For this book, we developed the following list of ques-
tions that we wanted to ask.

1. What are the main decision-making processes used by businesses?
2. What factors influence and shape the decision-making process?
3. What determines the budget and resource allocations that sales promo-

tions attracts?
4. How is the effectiveness of sales promotions gauged?

We sought to explore the how and why of sales promotion decision making 
to understand the managerial context and identify ways in which manag-
ers may make better decisions, presenting our findings in qualitative case 
study form. Combined with secondary research into decision making, 
this approach was intended to provide some very detailed insights into 
contemporary management practice.

Types of Case Study Approach

Three main types of case study have been identified—explanatory, 
 exploratory, and descriptive (Yin 2003). The case study approach used for 
this book encompasses aspects of all three types, as it seeks to describe 
 current practice (content analysis), explore decision influences (interview), 
and explain decision outcomes (applying models to aid interpretation). 
Our approach can be alternatively defined as practice orientated, as this 
form of case study seeks to “describe the design, implementation, and/or 
 evaluation of some intervention, or illustrate the usefulness of a theory or 
approach to a specific company or situation” (Dul and Hak 2008, 23).

Use of a Semistructured Interview Approach

Due to the nature of the research, we decided that qualitative key contact 
interviews would form a significant part of the case study data collection. 
A semistructured interview approach was used, providing flexibility for 
both interviewees and interviewer for the following reasons:
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1. The management environment was not known, nor could be easily 
predicted. Therefore applying a semistructured interview approach 
would enable tangents to be investigated and clarification to be 
sought especially in relation to structure, terminology, and practice.

2. A fully structured interview approach was not deemed appropriate, 
as variables in context and approach would be investigated.

3. The application of a semistructured interview approach allows 
 relative differences in practices to be explored, and well as reasonable 
comparisons to be made.

Interview Considerations

In the development of our interview frameworks, it is again necessary to 
refer to reference sources that illustrate good practice in both question 
and interview design. These included providing clear briefings, asking 
focused and brief questions, and avoiding potentially leading questions 
(Hair et al. 2003). These principles were incorporated within the research 
process.

Summarizing the Case Study Research Process

One of the keys in gaining credibility for case study research 
and qualitative studies is to make the case study research proce-
dures and process explicit, so that readers of the study can judge 
the soundness and appropriateness of the methodology. (Ellram 
1996, 114)

It is considered important in any research exercise to apply a rational, struc-
tured, and logical approach to data collection. The key process applied by 
the authors in developing the management case studies  contained in this 
book will now be presented.

Identification of Target Organizations

The research centered on retail and consumer organizations that 
employed sales promotions as part of their national marketing strategy. 
The participating organizations had represented a wide range of sectors 
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and ownership models and were therefore considered to be representa-
tive of the retail landscape. Industry contacts within the organizations 
were approached informally to initially discuss potential participation. 
While this may raise critical questions in relation to objectivity and rep-
resentativeness, it was considered to be an appropriate approach (i.e., the 
organizations were not under any obligation, nor were they involved in 
a direct current client relationship with any of the authors). Once initial 
informal discussions had taken place, a formal letter was directed to the 
marketing director in the organization, outlining the research rationale, 
subject focus, and objectives and seeking formal confirmation of the orga-
nization’s willingness to participate.

Development of Interviewer’s Guide

In order to provide a consistent framework for data collection, it was 
necessary to develop a detailed interviewer’s guide (Ellram 1996). This 
contains more specific questions relating to each of the major research 
questions previously presented and will facilitate consistent data gather-
ing across all organizations.

Identification of Key Decision Makers in the Organization

This identification of key contacts was achieved via initial exploratory inter-
views with senior marketing personnel in each organization. As literature 
had revealed, different levels of managers have different accountabilities, 
ranging from the strategic to the operational and tactical. Where possible, 
the most senior relevant manager in the organization were approached, as 
well as the managers or agency representatives responsible for campaign 
design and implementation, in order to provide a balance of perspectives.

Field Research Phase: Data Gathering (Pilot and Main Studies)

Using the research questions developed, evidence was gathered within 
organizations over two distinct phases: a pilot phase and a main study 
phase. This evidence was gathered via key contact interviews using 
the research questions presented previously as the basis for enquiry, 
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 supplemented by other information sources gathered in the form of 
 current business documents or archived promotional materials.

Data Analysis

As it is necessary to analyze research findings, interviews were  transcribed 
for analysis. Subsequently, key themes, perspectives, influences, and 
 processes were distilled, providing a solid foundation for case study 
 development and analysis.

Reporting

The key research findings are summarized and reported against the key 
research questions, with cross-case analysis and management implications 
being discussed in the final chapter.

Addressing research questions through a case study approach is a 
valuable research method that enables processes and practices unique to 
organization to be defined, described, and discussed. It can provide a rich 
narrative into the realities of organizational practice and for these reasons 
was selected as the preferred method of investigation.

Chapter Highlights

• A case study approach was adopted as the preferred research 
method.

• Semistructured interviews were used as the primary source of 
data collection to answer research questions.

• Each case study has been documented and analyzed and 
reported in line with best practice principles.





CHAPTER 8

Supermarket Industry

Introduction

This chapter explores promotional decision making in two diverse orga-
nizations in the grocery retailing sector. These are a mid-tier indepen-
dent supermarket group and a major supplier to the group. The chapter 
provides an overview of the sector and a brief profile of the two main 
organizations. We map the processes adopted by both businesses and 
identify the influences that act upon these processes. The chapter also 
discusses the decision-making agenda, highlighting opportunities for 
cooperation and potential sources of conflict between the retailer and 
the supplier of the organizations. This case study provides a detailed 
insight into how decisions are made and why particular courses of action 
are pursued.

Industry Overview

The global supermarket industry is one defined by intense competition 
and continual innovation. Many of the major international chains like 
Walmart, Tesco, Sainsbury’s, and Carrefour have evolved rapidly to meet 
the demands of the multichannel value-conscious consumer. Advanced 
distribution systems, online shopping, extensive nonfood product offers, 
private label expansion, and a resurgence in the popularity of smaller con-
venience retail formats are testimony to the rapid pace of change in the 
sector. It is also the sector where sales promotions in all their various 
forms are used extensively. All major retailers in this field have sophisti-
cated promotional strategies that aim to establish and consolidate their 
value-credentials as well as leverage in-store purchase opportunities at the 
point of sale. Discounting and the use of coupons are especially prevalent, 
as are supplier-funded promotions.
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Independent Supermarket Group

This organization is a national grocery retail buying, distribution, and 
marketing group. It sells national brands and private label ranges in the 
fresh and ambient categories through a network of company owned 
and independently operated stores. As a smaller chain, the business is 
considered to occupy a mid-tier market position with a strong focus on 
smaller format convenience retailing. The group management supplies 
products and offers branding, marketing, and promotional support 
to its network of members, depending on their business structure and 
trading requirements. The specific nature of this business model creates 
an interesting dynamic for analysis in comparison to more conven-
tional retailer models that own and operate their own network of stores 
exclusively.

Strategic Marketing and the Sales Promotion Interface

The strategic marketing plan for the group is formalized up to 12 months 
in advance. Driven by the marketing manager and supported by a small 
marketing team, the plan is developed taking into account marketing 
data from previous years. This provides a basis upon which to review 
future marketing intentions against past performance. Key priorities for 
this longer-term view include the following:

• Defining the number of new stores required in the network to 
achieve growth goals.

• Retaining the store base.
• Defining and achieving the sales volumes required from store 

trading activities.

Effective marketing and promotional activity is central to the key focus on 
retaining existing stores and growing membership to expand the  network 
of operations.

The general manager summarized the approach taken to marketing 
planning and its link to promotional agendas:
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… we are a pretty informal business from a strategic marketing 
point of view. There are no committees, there are no councils 
… we will consult with various people in terms of the broad plan, 
based on what we’ve done historically but also based on the overall 
organizational objectives going forward …. And part of that will 
also be the marketing plan that supports us actually getting there.

Budgets: A Moving Feast

Budget realities are always top of mind and actual budget allocations are 
strongly linked to past sales performance. If the group failed to achieve its 
sales target, for example, it is likely that budgets would need to be revised 
downward. This would mean compromises would have to be made. The 
experience and insight of decision makers would determine how these 
reduced funds would now be allocated to achieve the biggest bang for 
the buck.

Sales Promotion Planning

Planning centers on the development of an annual promotional cal-
endar that details the major campaigns. The calendar is created from 
the longer-term marketing plan developed by the marketing depart-
ment. The planning involves close cooperation between the marketing 
team, buyers, and category managers especially in relation to the tim-
ing of new product launches. The proposed calendar is signed off  by a 
cross-functional senior management team, although monthly marketing 
and promotional progress reviews allow tactical flexibility and market 
responsiveness.

Decision-Making Process

Based on interviews with key personnel in the business and using a sim-
plified model of the sales promotion decision-making model presented 
in Chapter 6, the key decision stages and notes on their specific nature 
within the business are presented in Figure 8.1. Under the main process 
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headings, the approach taken by the group in relation to its promotional 
decision-making activities is summarized in italics.

Process Observations

Some key insights into the decision-making process are revealed:

1. A clear, workable distinction between marketing and sales promo-
tion activity within the business was not evident, with the bound-
aries between these distinct activities often blurred. Broad strategic 
aims for sales and store numbers were identified. However, more 
specific marketing objectives (relating to brand, customer loyalty, 
competitive positioning) were not clearly defined. This suggests that 
promotional activity may be conducted without a clear view of its 
direct relationship to more specific marketing aims.

2. The objectives set for sales promotions appeared to be often broad 
or vague. This may in part be due to the fact that the organization, 
due to its business model, could not comprehensively identify sales 
across its chain of member retailers at any given time. Stores were 
not obliged to provide sales data and in addition stores often used 
different point of sale systems making comparison difficult. As the 
general manager conceded:

Because of the lack of data, we’ve not been able to objectively 
say we’re going to increase our overall store sales by x per cent, 
‘cause we don’t know what the base is. Next year we will.

    Further ambiguity was evident when we interviewed the client 
 manager of the marketing agency used by the group to design and 
manage a promotional competition campaign:

Client Manager: “Look they wanted to increase participation 
from previous years. They wanted to get more entries than 
they got in previous years.”
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Interviewer: “Did they say how many or by how much?”

Client Manager: “No, they just wanted to do better than they 
did last year.”

3. Budgets for sales promotion activities were determined in advance 
before campaign planning, based on sales performance. As such, the 
ability of promotional planners to negotiate internally for funds for 
new initiatives or to extend existing campaigns was limited. The allo-
cation of funds to specific marketing and promotional purposes was 
reportedly based on the consideration of two factors: the perceived 
importance of the initiative and the cost associated with it. As the 
group placed high importance on the weekly catalogue as a promo-
tional medium, this took precedence in terms of resource allocation, 
followed by point of sale activity and community engagement.

4. Although consideration of campaign alternatives was reported, the 
need to satisfy store owners’ expectations and preferences in relation 
to marketing activities could mean that the most popular—if not 
the most effective—promotional mix could be implemented. As the 
general manager noted:

Part of that (choosing between promotional options), dare 
I say it, is the perception of doing something to support the 
store. So they may see say a monthly ad on television being far 
more valuable than a major quarterly consumer promotion, 
because their perception is their brand is on television, their 
customers are seeing it in their local town, gives them some 
presence. From their point of view it’s perceived as valued. 
Does it relate back into sales? Well, we don’t know.

    The group did not appear to have a clear view on the relative effec-
tiveness of different promotional tools. When asked which options 
were considered most effective, the general manager conceded: 
“… the honest answer is we don’t know. I mean they all contribute 
to a degree. What the degree is has not been analysed.”

5. The group had not comprehensively evaluated the effectiveness 
of individual sales promotions. Overall promotional performance 
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was assessed on a simple cost versus revenue calculation and on 
other broader measures, for example, sales, average basket size, and 
number of transactions. A key issue that made evaluation diffi-
cult was again based on the nature of the business model where, 
due to independent ownership of stores, point of sale systems were 
diverse, making data-gathering difficult. As the general manager 
noted:

So a lot of it (promotional campaign performance) is certainly 
not … quantifiable to any great degree; it’s anecdotal. But it is 
the nature of that sort of member-driven business where there’s 
10 different point-of-sale systems that don’t talk to each other 
… there’s just been that lack of information in the  business.

Perhaps to counter this, other, more ad hoc evaluation measures were also 
employed. These included informal feedback gathered from store visits 
and retailer meetings.

The group sought feedback from its suppliers on how successful they 
thought particular campaigns had been for their brands and products. 
However, as the general manager observed, this was not a formalized 
process:

Traditionally, again I don’t think there’s been a formal process for 
doing that …. So we’ll go back and say what did you think? Did 
you see it on television? What did your reps think in the stores? 
Was the point of sale put up? Did you see the shelf offer near your 
products? So we’ll try and get that sort of feedback from them … 
it hasn’t been a formal evaluation.

In summary, within the decision-making process identified, there are 
clear opportunities for improvement. These relate to objective setting, 
information flow, and campaign evaluation.

Decision Influences

Interviews conducted within the group were analyzed to define the range 
of influences that shaped the decision-making process (Table 8.1).
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Key Observations

Consideration of the factors that act to shape promotional planning leads 
to some significant conclusions:

1. There is a strong reliance on previous promotional planning to deter-
mine the promotional mix and schedule. This reliance on past his-
tory, while offering advantages in terms of risk minimization, may 
also limit promotional innovation.

Table 8.1 Decision influences

Sales promotion decision influences

External influence factors Internal influence factors

1.  Subjective views and preferences of 
store owners and operators in relation to 
sales promotions

2.  Competitor activity in the sector can 
result in tactical amendment to planned 
promotional schedules

3.  Major supplier initiatives (i.e., new 
product launches) may determine or 
influence promotional scheduling

 1.  historical reliance on the strategic 
marketing activity calendar as a 
key determinant of marketing and 
 promotional activity

 2.  Top line revenue expectations from 
store networks

 3.  Lead role of marketing department 
and merchandise teams in defining the 
promotional plan

 4.  Senior management team approval
 5.  The use of sales promotions as a 

 method of supplier revenue generation
 6.  historical budgeting approaches to 

promotional fund allocation
 7.  The wish to be seen to support the store 

via numerous promotional initiatives
 8.  A lack of rigorous campaign evaluation 

allowing more subjective influence 
factors to shape promotional decisions

 9.  The significance of the weekly 
 catalogue as the key promotional 
medium for the business

10.  An emphasis on price and product as 
key promotional levers

11.  The traditional focus around seasonal 
events to determine promotional 
activity and scheduling

12.  A limited desire to control and 
 coordinate independent supplier 
promotions
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2. The group does not collect comprehensive performance data. Lack 
of accurate information and analysis can lead to subjective decision 
making. Indeed stakeholder pressure may overshadow fact or logic in 
campaign decision making.

3. Future promotional budgets are set as a percentage of actual sales 
revenues. A failure to achieve target sales could result in a reduction 
in promotional funding. If promotions are central to sales success, 
a downward spiral of underinvestment may see future sales perfor-
mance compromised even further.

4. External influences on sales promotion planning appear relatively 
limited compared to the internal influences identified. The major 
source of external influence reported is a leader group of store owners 
and operators who, although consulted, are reported to rarely impact 
or significantly amend the promotional plans set for the business. 
This may be evidence of a risk-averse culture. The group may there-
fore present familiar and safe rather than challenging or innovative 
options to increase the likelihood of acceptance.

Having explored practices in this retail group retail organization, we 
now consider a supplier’s perspective on sales promotion management. 
Retailer–supplier relationships are an emotive topic in the supermarket 
industry. Many argue that retailers, due to their power and position, 
always have the upper hand in negotiations. For competing suppliers 
keen to secure major customers, dealing with retailers can be a daunting 
process. Losing a major account can be a severe and sometimes fatal blow. 
Conversely, retailers often have the luxury of choosing between compet-
ing suppliers and products when building their category plans. This has 
led to allegations of heavy-handed negotiation techniques being employed 
by retailers to beat suppliers down on price with the threat of de-listing 
sometimes implicit if suppliers do not agree to accept challenging terms 
of trade such as high promotional levies, charges, and penalty clauses. 
When negotiating with retailers therefore, suppliers need to present a 
robust case not just for their product’s integrity and relevance, but also 
for their expertise in promotional management. Taking this challenging 
dynamic into account, it is valuable to understand the supplier’s perspec-
tive, to see how their approaches and views differ from that of a retailer.
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Sales Promotions and the Supplier

This company is a leading manufacturer and supplier of branded goods 
in the beverage category. It supplies major grocery retailers as well as 
smaller independent chains and outlets with a range of both staple and 
value-added products.

Strategic marketing planning provides the broad direction and defines 
the priorities for this supplier. Sales promotions are perceived as fulfilling 
a key role in keeping brand and product strategies on track by influencing 
sales, responding to competitor activity, and adding value for the con-
sumer. The channel marketing manager explained:

Tactical promotions … are borne out of decisions that are made 
whether they are volume driven, (so we’re actually not hitting a 
number at a particular point in time and sales are actually running 
low), competitor activity … for price-pointing, or that we just need 
to add some value back into that category to drive some growth 
around what we would normally do …. If you actually get all the 
elements right of a consumer promotion, you’re not only adding 
value or rewarding loyal people, you’re actually ticking the boxes 
from a volume perspective and also from a gross margin perspective.

Using the example of a recent promotional competition campaign, which 
offered purchasers of a new range of iced coffee the chance to win a 
football- themed vacation to Brazil, the channel marketing manager illus-
trated the importance of sales promotions in encouraging product pur-
chase and trial:

There is an added value hook to say OK well if I’ve never actually 
drunk that I might be enticed enough to actually switch and say 
that I might try that instead. At the same time I just enter the 
promotion because I love soccer and I want to go to Brazil.

This campaign generated 124,000 entries, which was considered to be a 
very successful outcome.

Taking a proactive view on sales promotions can be a negotiating advan-
tage for a supplier in what is a fiercely competitive environment. As well 
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as providing a point of differentiation for the brand or product in negotia-
tions, they can serve as a responsive tool to help both parties manage sales 
performance more effectively. As the channel marketing manager observed:

So what they’re (the retailer) actually looking for is a point of dif-
ference from us as a brand compared to our competitor. Or, if the 
category actually has had a slight decline and they need a response 
or an uplift in order to achieve certain sales during that period, 
then they will come to us and say OK, well what have you got?

There was also consideration given to a campaign’s acceptance by the 
retailer and the impact that it could have on stores and staff, due to its 
design, especially in relation to additional task requirements. As a brand 
manager observed, when discussing the choice and design of campaigns:

It has a lot to do with what has worked before, who the  target 
 market is and then also what the retailer is also expected to  execute. 
Say if you had a scratch and win card that the retailer had to 
hand out with every purchase, that actually has an impact on their 
employees … some retailers aren’t particularly enthused with that 
as an option … others are very keen on having a “winning store” 
kind of promotion because they view that as unique to them.

The Supplier’s Decision-Making Process

Again using our model of decision making, the key stages in the supplier’s 
decision-making approach are presented in Figure 8.2. Under the main 
process headings, the approach taken by the supplier in relation to its 
promotional decision-making activities is summarized in italics.

Supplier Process Observations

Some striking differences between the approach taken by the retail group 
and the supplier are revealed:

1. There is a clear link between the use of sales promotions and the 
broader marketing and brand agenda. The supplier’s marketing teams 
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propose, design, and implement promotional activities to support 
specific aims and objectives for the brand and the product range. 
Having a clear, defined view of the aims of a particular campaign was 
seen as very important as the channel marketing manager empha-
sized: “So our objectives are very clear with all of our promotions as 
to what we want to do. It’s normally the top two or three objectives 
that we need to deliver on with any promotional activity.”

2. Sales promotional budget allocations are not determined exclusively 
on the basis of previous spend as new brand initiative demands were 
considered in budget negotiations. Therefore, the supplier’s promo-
tional planning and budgeting activities although influenced by past 
experiences are not constrained or defined by them. There was also a 
high emphasis placed on detailed and rigorous historical analysis to 
shape future decisions:

So we’re actually just about to step into brand planning. So 
what we did last year … we’re going to revisit and actually 
do all the analysis … for every state, every brand, in every 
category … We get into what we have put up previously, what 
actually has worked, can we reinvigorate that, can we actually 
own that category for a particular period, is it seasonal or not?

3. Sales promotion planning involves a high degree of internal and 
external negotiation in which many stakeholders are able to influ-
ence the decision-making process. This was especially the case of a 
major retail initiative, such as a new national product launch. Com-
bined with a close working relationship with promotional agencies, 
this evidences a dynamic and collaborative decision-making process 
as the channel marketing manager noted that:

There’s a lot of work and effort that goes in behind that, a 
lot of discussions with (obviously) our customers and also our 
state sales guys, marketing, manufacturing. Everyone sort of 
comes together to actually work out what … that looks like 
… so it’s nearly a whole business decision when we’re actually 
going to be running a major promotion in a major retailer.
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4. Sales promotions are evaluated comprehensively at the end of the 
financial year. A range of measures are used, including campaign 
cost, conversion rates, consumer impact, retailer feedback, and sales 
force feedback. The method of evaluation was formalized via a stan-
dard template to ensure consistency in reporting and to make inter-
pretation easier.

Supplier Decision Influences

The key influences on marketing and promotional decision making for 
the supplier are presented in Table 8.2.

Supplier’s Decision-Making Influences: Key Observations

Considering the sources of influence identified, the following observa-
tions are presented:

1. Sales promotion decisions are made with the competitive environ-
ment clearly in mind. The promotions offered as a consequence are 

Table 8.2 Influences on supplier’s promotional decision making

Sales promotion decision influences 

External influence factors Internal influence factors

1.  Stakeholder (retailer) demands, expec-
tations, and contractual requirements

2.  Competitor activity in category and 
product field areas

3.  Consumer buying behavior in response 
to category or product marketing 
initiatives

4.  Agency views and recommendations in 
terms of sales promotion function and 
design 

1. Strategic brand aims and objectives
2.  Category and product sales, share and 

margin targets
3.  Activation team experience and 

preference in developing promotional 
strategies

4.  Internal stakeholders involved in the 
promotional decision-making process, 
e.g., marketing, manufacturing, and 
field sales

5.  Consideration of impact on store opera-
tions of a given promotion

6.  Past campaign performance analysis
7.  Interpretation of expectations of target 

consumer
8.  An evolving process-driven 

 decision-making approach
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therefore market-focused, specific in purpose and consumer focused 
in nature, as they seek to influence consumer behavior in a challeng-
ing environment.

2. As a supplier, there is a clear need to develop initiatives that accom-
modate client (retailer) expectations of sales and category impact, 
while at the same time being seen as sympathetic to the operational 
implications of campaign activation in-store. A planned promotion 
must have broad acceptance, and must also not be too labor inten-
sive or place too many burdens on store teams. This illustrates the 
critical interface between supplier organization and retail client in 
proposing and determining effective sales promotions, and high-
lights the importance of close communication between these parties 
as the promotional calendar is developed.

3. The experience of decision makers within the organization is a key 
asset. However, the extensive use of evaluation data to guide deci-
sion making also ensures that the potential for history and cultural 
preferences to dominate future campaign choice and design will be 
kept in check.

Chapter Highlights

• The case study provides a review of two main stakeholders in 
the supermarket industry.

• With the current retailer–supplier market dynamic often 
reported as pressured, coercive, and price-focused, the 
knowledge and learning opportunities for both parties may be 
overlooked.

• Our findings demonstrate that the supplier has a clearer view 
on purpose, role, design, and evaluation than the retailer.

• In the case of the retailer, difficulties in data gathering were 
shown to adversely impact the ability to set clear goals and 
review campaign performance.

• The case studies provide evidence of the potential value in 
closer retailer–supplier collaboration in campaign design, 
management, and evaluation.





CHAPTER 9

Hardware and Home 
Improvement

Introduction

This study focuses on a hardware and home improvement retail group. 
It reveals how strategic marketing and operational decisions are  influenced 
by diverse stakeholders as part of the process of transforming objectives, 
aims, and goals into promotional strategies, tactics, and campaigns. 
The  case study reviews a high-profile promotional competition campaign 
offered by the business. This campaign was chosen as the business saw it 
as valuable in terms of impact and differentiation. Interviews were con-
ducted with the general manager (operations), the brand manager, and 
the account manager from the agency who acted on behalf of the organi-
zation in marketing and promotional activities. The case study follows the 
journey from concept to design of this major campaign and reveals some 
of the complexity involved in translating broad business goals into specific 
campaign activity in a dynamic competitive environment. In conclusion, 
the case determines how the effectiveness of this campaign is assessed 
overall from the perspectives of the major stakeholders involved.

Industry Overview

This sector has experienced a significant boom in recent years. Once the 
domain of small, local independent retail outlets, the big box evolution 
has seen major players like Home Depot (United States), B&Q (UK), 
and Bunnings (Australia) dominate the landscape with extensive product 
and service offers. The competitive focus for success is on wide ranges, 
low prices, and compelling promotional incentives. The sector also covers 
a wide variety of product ranges, home, gardening, outdoor, automotive, 
and landscaping, for example, for the home improvement enthusiast.
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This sector contains a number of different business models. While 
independent retailers still serve community needs, other models of busi-
ness organization have evolved to bridge the gap between the big box 
and the corner store. Franchising or buying group models (where retail-
ers elect to affiliate themselves with an established brand while retaining 
independence) is commonplace. This case study focuses on promotional 
decision making in one such organizational structure.

Hardware Buying, Merchandise, and Marketing Group

This group, with a 100 year + heritage, is a distributor of hardware prod-
ucts to a network of several hundred independently owned stores. It also 
offers supporting services in branding, marketing, and merchandising. In 
this respect it can be considered to share operational similarities with the 
food retailing organization discussed previously in the book. With a rela-
tively small head office team, some aspects of marketing and promotional 
management are outsourced to agencies. This business structure, which 
shares certain similarities with franchising operations, means that the 
stakeholder network encompasses both employees (in head office capac-
ities) as well as members who utilize the services of the business while 
retaining independent ownership and control of their business. The key 
stakeholders in decision making, referred to in the case, are represented 
in Figure 9.1.

Figure 9.1 Key stakeholders

Promotional  
decision 
making 

Marketing  
team

Senior 
management 

team  

Retail 
operations 

team 

Store teams Agency 

Customers 

Members 
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Management Perspective

The head office team led by the general manager has overall control over 
marketing and media initiatives. It is responsible for developing and 
 presenting a unified marketing platform that the independent business 
owners who form the membership base can participate in and benefit 
from. As the general manager summarized:

What we do from a head office perspective is pretty much control 
all the media … that includes TV catalogues, point of sale … as an 
independent franchise group of customers, the franchisees pretty 
much rely on the brand to pull the consumers into the store, so if 
there is no marketing department it is questionable as to whether 
we would have those franchisees as part of our overall business.

Operational Decision Making: Brand Management

The brand manager outlined three overall aims for marketing as a func-
tion within the business:

There’s generally three things that we always want to achieve 
and while it’s not a written objective the three things we need to 
achieve each year by doing the promotional program are: increase 
sales; increase traffic; grow brand awareness. They’re very basic, 
but generally that’s what we work toward.

These three aims, although not quantified, were identified as being the 
drivers of marketing and promotional activities, forming the basis for the 
development of the annual marketing plan.

Marketing Plan

Each year the marketing team would work together to develop a  marketing 
wish list. This specified all the activities, publications, and  promotions that 
they would like to see implemented in the next 12 months. Budgets and 
cost projections were modeled against this ideal, identifying the  central 
costs to the organization and the costs to retail store owners in terms of 
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the annual membership levy. The proposed plan and budgets were also 
a result of the involvement of other key internal stakeholder teams in 
the decision-making process, namely, the supply chain, retail operations, 
and merchandise teams. Their contribution influenced the profile of the 
final marketing proposal, as issues of stock sourcing, availability, ranging, 
delivery, pricing, and anticipated sales forecasts were considered. This wish 
list was reviewed against revenue projections from retail activity, supplier 
contribution, and member service fees. In terms of anticipating revenues, 
and subsequent marketing funds available to drive the process, the brand 
manager observed:

We obviously go into the year with an opinion that we’re going to 
get 5, 10 percent increase in sales … the other half of the equation 
is we also believe we’re going to have so many stores as part of this 
particular group, which will equate to a certain amount of money.

Feedback from Store Owners

The provisional marketing plan was reviewed internally, before being pre-
sented to a representative committee of retail store members for feedback 
and comment. This provided a point of reference and a consultative forum 
to the organization in matters of marketing and promotional strategy. 
Any observations or concerns of the committee in relation to the market-
ing plan, for example, were fed back to the marketing manager and the 
marketing team for further revision. A similar approach was reported in 
the overall evaluation of marketing effectiveness, with a stronger emphasis 
seemingly placed on opinion and perception tan on metrics and mea-
sures, as the general manager noted: “It’s loosely reviewed in terms of 
member feedback. They will tell us whether they thought the marketing 
program was successful or not, from their perspective.”

This approach—collaborative and subjective—was evidenced in other 
areas of decision making including sales promotions.

Sales Promotions in the Business

The group’s definition of sales promotions included a wide range of ini-
tiatives and mediums, including catalogues, online promotions, trade 
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 promotions, and supplier promotions. The key reasons for sales promotions 
being used by the group were identified by the brand manager as a result 
of increasing media complexity and fragmentation. Sales promotions were 
seen as a way of more directly and personally engaging consumers: “Media 
is getting so fragmented that communicating with more and more people 
is becoming harder and harder … doing a sales promotion, we’re able to 
gain people’s attention quicker than doing a straight advertising campaign.”

Sales Promotional Decision Making

Decision making within the group was characterized by consultation with 
internal and external stakeholders, as the brand manager observed:

Marketing will probably instigate the ideas and the wish list … 
we wouldn’t necessarily take these type of promotions back to 
merchandise. These promotions would then go maybe to our 
retail operations team, in relation to them giving us feedback 
on whether they believe the stores would get on board with it 
or not in a general sense. And then we would present the overall 
 campaign idea (to the retailer committee).

Once a particular sales promotion had been approved in principle, 
the brand manager would brief their campaign agency and advertising 
agency. The agencies would advise on the message, mechanics, channels, 
and legalities of specific promotional initiatives.

Influences on Choice of Promotion

Return on investment was actively considered in relation to any promotion, 
as the cost of any promotion was intended to be funded by the revenue 
it generated. Promotional campaign design involved consideration of the 
types of consumers that the campaign was intended to attract. For exam-
ple, the offer of free children’s toys for purchases over a specified purchase 
amount at Christmas time was designed to appeal family shoppers. The 
simplicity of promotional management at store level was also cited: “It has 
to be very, very simple in a franchise environment … if we try to mix it up 
too much … the stores physically can’t handle the running of that.”
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Competitor activity and price positioning were also identified as 
influencing factors in major promotional decisions, especially as the 
 organization was not perceived as the price leader in its market.

Promotional Competition Campaign

A recent promotional competition campaign gave entrants the chance to 
win $1 million in a chance-based draw. For this major promotion, the 
main aims were to secure consumer details to develop the marketing data-
base as well as to create a high impact point of marketing differentiation. 
In addition, the value of providing a point of interest for store owners and 
staff was also cited, as the brand manager observed: “I think generally the 
reason why we do competitions is to give them [store owners and staff] 
something new and fresh and to get them to look at that particular sale 
in a different light.”

Campaign Mechanics

A total budget of $100,000 had been assigned to the campaign. Forty 
thousand dollars of the $100,000 budget was invested in the develop-
ment of an insured promotion. The remainder allowed the organization 
to offer a $500 prize every day of the promotion duration. This was seen 
as vital to maintaining the stores’ focus on reinforcing the promotion. 
Entry was conditional on making any purchase from any store. Custom-
ers were directed to visit a dedicated website to enter. They were also pre-
sented with the option to register their entry via SMS. One winner would 
be chosen at random for the main prize draw. At a special event, they 
would choose one envelope from 250. One of these would contain the 
major prize of a check for $100,000. All other envelopes would contain a 
check for $10,000. The competition was promoted in catalogue advertis-
ing, in-store, and through mainstream media advertising. The final profile 
of the promotion is presented in Table 9.1.

Campaign Design: Process and Influences

The group’s two advertising and promotional agencies influenced 
 decisions on whether or not to use promotional competitions as part 
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of their creative brief to advice on marketing strategies and tactics. 
This influence would take into account the aims for the campaign, with 
the advertising agency advising on creatives (themes and messaging) and 
the promotional agency advising on campaign execution. As the key 
stated objective of the major competition was to secure customer details, 
the promotional agency recommended the use of web and SMS entries 
to avoid the perceived administrative complications caused by recording 
mail entry details.

Reflecting the nature of consultative decision making in the group’s 
marketing activities, informal feedback from head office staff employees 
was often sought in relation to campaign design preferences. This feed-
back could often be quite influential in shaping campaign profiles, as 
the brand manager observed: “ … we pretty much go round the general 
business and get people’s feedback. It’s funny, sometimes the option you 
wanted to go with isn’t necessarily the one you end up going with because 
of that.”

Anticipated consumer preference in relation to prizes was also a con-
sideration: “What we try to do is make sure that whatever the promotion 
is, the prize is actually relevant to the target audience we’re trying to com-
municate with.”

In support of this, the group’s promotional agency consulted 
research on the prize preferences of diverse consumer types when 
advising on design the organization. An additional consideration relat-
ing to campaign design centered on the perceptions of the likelihood 
of winning that customers may hold, especially in relation to the single 

Table 9.1 Campaign profile

Purchase  
dependency 

Entry  
platform 

Engagement 
demands Prize award 

Purchase required 
from any store

No minimum 
purchase value 
specified

Limited chance 
based: maximum 
of five entries per 
person per day

One entry per 
transaction

Basic contact 
details required 
to complete entry 
online

SMS entry requires 
name and address 
details

Deferred and 
staged: one major 
winner drawn at 
the end of each 
month, and one 
daily minor prize 
winner announced 
incrementally
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major prize in the million dollar promotion. As the brand manager 
explained:

If consumers think they have high odds of winning, they will be 
online to enter. So we might have ten products at a thousand dol-
lars, and get two thousand entries, or we might have one hundred 
at ten dollars and have seven thousand entries.

Other key design and decision influences related to geography and the 
cost of prize distribution. The brand manager highlighted:

One thing that’s important when we do competitions is fulfil-
ment, so how are we going to get those prizes to those winners? … 
We’ve got stores all over … and potentially if we do a barbeque 
giveaway … that barbecue worth a 1,000 bucks might cost us a 
1,000 bucks (to deliver).

Perceived Benefits of the Promotion

The key benefits cited for the decision to use this form of campaign are 
related to cost effectiveness, differentiation, member engagement and 
consumer interest, an increase in sales activity, and the potential to drive 
footfall and increase brand awareness. As the business was price competi-
tive in its market, but not a clear price leader, promotional competitions 
were also seen as a way of exercising a degree of control and influence 
within stores and over product: “It’s kind of like a silent sales person … 
it helps us direct a consumer in a store we don’t own to buy a product we 
want to try and control.”

Having considered the group’s view on this form of campaign, it 
is important to explore the role and contribution of the agency that is 
tasked with designing the competition against their client’s brief.

Agency Perspective

The group employed the services of a specialist marketing agency to 
advise on matters of campaign design, theme, messaging, and activation. 
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A  campaign brief was prepared by the group’s marketing team to form 
the basis for campaign design. The agency account manager reported that 
although certain element factors were specified in the brief, there was 
scope for creative contributions from the agency in terms of message, 
mechanics, and implementation. The process that defined the creative 
exchange between the groups and its agency is represented in Figure 9.2.

Within this process, the agency had consulted the group in relation to 
the use of the insured draw mechanism. The group was, however, focused 
on the idea offering a major headline prize (as opposed to a larger number 
of smaller main prizes) and therefore held firm views on the nature of the 
dictated prize profile. The account manager reflected: “They (the group) 
are very involved, they wanted big money … they wanted to communi-
cate a million.”

It was acknowledged by the agency manager that there was little sci-
ence behind the group’s decision to want to offer this particular prize. She 
did, however, acknowledge that using consumer research data allowed the 
agency to offer suggestions and alternatives in relation to prize choice, 
based on the reported popularity of certain kinds of rewards: “As to the 
decision making we’ll encourage them to lean a certain way and we’ll 
come up with the prizes … and put forward recommendations.”

The account manager considered the campaign to have been highly 
successful, based on the number of entries received. However, it was evi-
dent that the agency was to a degree unaware of the total investment, 
or the expectations of their client in relation to return on investment: 
“That worked really well … but I don’t know their (the organisation’s) 
full investment, so the return on investment … I’m not too sure, but from 
our perspective it was a successful promotion judged on the number of 
entries.”

This sentiment was echoed by the general manager on a separate occa-
sion, when considering the impact of the campaign on sales: “The million 
dollar entry gave us a lot of entries, but didn’t necessarily give us a massive 
sales increase.”

In this case, the campaign could be perceived as successful against 
its key aim of contributing to the customer database. However, despite 
the requirement to purchase as a condition of entry, the campaign did 
not have a major impact on sales. It is worth considering if the design 
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of the campaign (where no minimum purchase amount was specified 
to  facilitate entry) could have been better structured to grow both sales 
and database registrations. This raises questions in relation to the synergy 
between campaign aims and campaign design, especially where either 
firm budgets or entrenched preferences are evident. Using the example 
of the group’s input into the design of another promotional competi-
tion, the influence exerted by the group’s decision makers was seen as a 
compromising factor. The budget-related rationale for the short duration 
(19 days) of the promotion was considered to have been a major factor in 
the poor results achieved. As the account manager observed:

They wanted weekly prizes, and couldn’t afford it … it’s always 
money, and unfortunately you get what you pay for. It was a very 
low budget and everything we had presented they had scaled 
down—the promotional period, the weekly prizes … so instead 
of increasing their budget or changing the prizes, they said “so we 
can afford nineteen of them, let’s do it for nineteen days.”

This decision was seen to have compromised campaign impact and yield, 
for example, as the period recommended by the agency for promotional 
competition duration was four to six weeks, compared to the 19 days that 
the promotion was actually run.

Measuring Campaign Effectiveness

Agency

The key measures used by the agency were identified as the number of 
entries and participation trends, for example, the spread of entries over the 
campaign lifecycle. Whether sales data was included in their evaluation 
exercise depended on whether their clients shared sales data with agency. 
The consumer’s preferences in relation to campaign popularity had not 
been formally sought in recent times. As the account manager conceded: 
“Years ago we used to. We don’t now … we used to ask  questions more 
about the brand, not about the mechanics and what made them buy.”
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Group’s view

Evaluating these forms of campaigns, and assessing the return on invest-
ment for such campaigns was considered still to be an evolving skill in the 
retail business. This was due in part to unclear responsibilities in relation 
to campaign management. As the brand manager conceded: “We had dif-
ferent people managing competitions previously, and there wasn’t really 
any structure … if the members weren’t angry about it we’d do it again.”

Conclusion

This case presents an insight into sales promotion management in rela-
tion to a specific form of campaign. As evidenced, the organization has 
good intentions in relation to the use of this specific form of promotion. 
It seeks to differentiate itself in the marketplace, provide a captivating 
and compelling offer to its consumers and provide retailers within the 
group with an exciting headline campaign to drive store visitation and 
sales. However, ambiguity is noted in relation to the establishment of 
clear objectives, the choice of campaign profile and subsequent evalua-
tion, even with the services of a professional promotional agency at its dis-
posal. It can be argued that in this case greater goal clarity, objectivity in 
campaign decision making, discipline in evaluation, and a higher degree 
of receptiveness to agency intelligence could help to facilitate a stronger 
return on marketing investment.

Chapter Highlights

• Sales promotions are seen as valuable to communicate with 
and engage consumers in noisy media environments.

• Stakeholder inputs in this case play a significant role in the 
development and refinement of marketing and promotions 
strategies.

• Promotional competitions can be used for a variety of pur-
poses including building awareness, growing databases, and 
increasing sales.
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• Clear objectives need to be established for these campaigns to 
make sure they are fully leveraged.

• Information sharing between client and agency is essential if 
comprehensive evaluation of campaign effectiveness is to be 
carried out.





CHAPTER 10

Department Store

Introduction

This chapter focuses on sales promotion decision making in a department 
store chain. The case study explores the thinking behind the scenes shared 
by decision makers in this business. The relationship between market-
ing strategy and promotion planning is determined with the key drivers 
behind these activities being discussed. The process adopted within the 
marketing team is presented and a significant range of internal influence 
factors that act upon this process are identified.

Industry Overview

The department store sector has come under enormous pressure recently 
from both the expansion in online retailing (in mass and niche segments) 
and through the growth in fast-fashion retailing evidenced by the global 
success of Zara, Top Shop, H&M, and ASOS. In a highly competitive 
and evolving sector, department stores perhaps more than any other retail 
format face challenges of relevance, value, promotional appeal, and cus-
tomer connection.

Department Store Business

The organization operates a chain of department stores. The stores offer 
a range of product categories, including fashion, cosmetics, home elec-
tronics, children wear, white goods, and furniture. It operates at a mid to 
upper position in the market, competing with other chains as well as with 
mid-market and discount players.

Strategic Marketing Planning

The annual marketing plan produced by the business is influenced by 
longer-term goals and objectives� These are detailed in the retailer’s long 
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five-year plan. Key influences in relation to strategic marketing planning, 
which facilitated sales promotion campaign planning were identified as 
the tangible resources (budget allocations) available and the experience of 
decision makers in shaping promotional agendas. This experience was val-
ued particularly due to the timing of budget allocations. Marketing plan-
ning commenced in December, before finalized budgets were confirmed 
in March. This demanded a degree of flexibility and responsiveness in the 
initial planning stages when final budgets were uncertain. Reference to 
the previous year’s marketing plan was identified as the starting point for 
future marketing planning, with key calendar dates and events providing 
the framework for the next year’s activity planning. The general manager 
expressed reservations in relation to an over-reliance on history: “I’m also 
really conscious that if you always look backwards then it’s very hard to 
come up with new idea.”

In a fiercely competitive environment, a major focus for the market-
ing team was to ensure high visibility in relevant media channels. As the 
general manager observed: “I want to go where the eyeballs are. That’s 
actually a bigger statement than it sounds because that is saying there 
is a shift in the media landscape and we need to plan for that shift in 
landscape.”

To facilitate this high visibility, the marketing department needed a 
strong relationship with the merchandise department, with whom they 
collaboratively determined the specifics of the marketing agenda for the 
forthcoming year. The general manager saw the marketing department’s 
role as central in ensuring that the cornerstones of the retail brand strategy 
are reflected in the marketing activities. This was, as he said, “to ensure 
that whatever ends up going out the door has a certain robustness to it 
compared to what the company strategy is.”

This emphasis on flexibility, responsiveness, and relevance was also 
noted in sales promotion planning exercises.

Sales Promotions

The business engages in a wide range of promotional activity, including 
discounting, major seasonal sales, product bundling, loyalty-program 
member exclusive offers, and promotional competitions, for example. 
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Supplier promotions within the stores are also fairly commonplace. In 
these cases, campaigns are initiated, designed, and managed by the supplier 
and approved by the category manager. Marketing department involve-
ment in supplier-led promotion cases is limited to the consideration of 
visual merchandising compliance and branding consistency postapproval. 
Nonmonetary supplier led promotions were seen to as a way to boost 
lackluster sales without resorting to costly markdowns. Using the example 
of a promotion that offers customers of a cookware range, the chance to 
win sporting event tickets the general manger reflected:

If you’re going to think in the most simplistic way about how 
our merchants work here—right or wrong—they’re looking at the 
X range and they don’t think it’s working then they will go to (the 
supplier) and say let’s invigorate this product by marking it down 
and you guys pay for the cost of the markdown. Whereas (the 
supplier) will look at it from the complete flipside which would 
be yep, I want to invigorate this range but I don’t want to mark it 
down because it devalues the brand and I don’t want to pay your 
markdown. I’m getting these (event) tickets for free so I’m more 
than happy to advertise off my own bat.

In contrast to this supplier-driven approach, for major calendar promo-
tions linked to seasons, brands, and categories, marketing, merchandis-
ing, PR, and event teams would be involved in the proposal, design, and 
management of these internally driven major campaigns.

Sales promotion plans were driven by seasonality, as key promotions 
were structured around the fashion calendar. The merchandising team 
determined which brands and products would be sold each season and 
was involved with the marketing team in defining the key promotional 
periods, themes, and messages. The marketing department produced 
the formal promotional calendar, which was refined as a result of inter-
nal consultation with key product category executives and store repre-
sentatives. All attention was on driving sales, as the marketing manager 
observed: “Everything that we do is to promote to actually encourage a 
sales component and drive sales, otherwise it’s not getting the return on 
investment that we require.”
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Sales Promotion Decision Making: A Flexible Approach

Decision-making systems and methods were described by the marketing 
manager as highly consultative and flexible in nature. This allowed the 
marketing plan to be amended according to dynamic trading conditions, 
as well as enabling the business to capitalize on promotional opportuni-
ties that were presented. In one example, a car manufacturer wanted to 
hold a promotion for its product range within a number of retail stores. 
It was considered that the customers of the department store would be an 
attractive demographic to target. The campaign was further supported by 
a paid advertisement in the department store’s magazine. Clearly, adver-
tising revenues were a major driver of the decision to host this promotion, 
although the advertising manager admitted there were no hard and fast 
criteria against which the planned promotion would be assessed:

It’s not something that we planned … How this came about was 
(the supplier) approached us because they were keen to get their 
cars in-store, and that’s how this opportunity arose … There 
wasn’t really a criteria as such. It was whether the stores were open 
to it, so an email goes out to the stores just saying whether they 
would be open to doing this within the store, whether they had 
the space in the store, whether we could get the cars into the store 
… and no there wasn’t … not really … any real reason as to why 
we would do it, I suppose.

Competitor activity was also identified as a significant influencing factor 
that brought about the need for flexibility:

You can’t put your head in the sand and ignore what your compet-
itors are doing. An example is a competitor’s gone out and done a 
particular promotion on something … you might not necessarily 
match it, but you want the price perception or the value compo-
nent so you might do something to ensure that you’re not being 
out-gunned in that particular component.

As part of the promotional planning process clear sales objectives was set 
for specific promotional activities, based on past performance: “They all 
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have sales dollars they need to achieve, which will be plus or minus … on 
last year, to achieve the overall sales dollar.”

In deciding between promotional alternatives, the marketing man-
ager reported that there was a degree of brainstorming and discussion 
as options were considered. There was however no formal, documented 
process or method for evaluating the relative merits of competing 
options, nor to evaluate relative return on marketing investment (ROMI) 
 potential: “We definitely have a decision process … Whether it’s written 
down? Probably not.”

The final determination of promotional activity and the consolidation 
of the promotional calendar was described as a collaborative and fluid 
process, refined through weekly cross-functional meetings and progress 
reporting. Sales promotion activity was evaluated in weekly meetings and 
acted as a source of reference for future campaigns: “I guess decisions are 
made and documented on what particular elements worked and did not 
work, that you can either take forward in the coming weeks or use again, 
the same time round next year.”

Final sales promotion activity is determined as a result of regular 
stakeholder dialogue, based on the initial marketing and promotion plans 
developed by the marketing department and subsequent tactical amend-
ments. The general manager noted that the annual promotional planning 
process commenced in January, in preparation for the start of the new 
financial year. This resulted in the production of a defined and detailed 
marketing and promotional calendar, the progress and impact of which is 
regularly reviewed. Regular consideration of sales performance and return 
on investment was identified as central to the assessment of sales promo-
tion and marketing effectiveness, which was conducted weekly and quar-
terly. The broad impact of promotional activity on consumers was also 
assessed as part of quarterly research commissioned by the organization, 
although this was defined as over-arching research, which included assess-
ing the effectiveness of media campaigns on consumer awareness, but did 
not report specifically on individual promotional campaigns.

Decision-Making Process

The sales process decision-making process used within the business is 
summarized in Figure 10.1.
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Process Observations

Considering the approach taken in the business, and the rationale offered 
for the specific approach, the following insights into the process are that

1. Clear performance expectations are established in relation to specific 
major sales promotion initiatives, in terms of contribution to sales 
and ROMI with promotions focusing on key pillar events in the 
marketing year.

2. The budget allocation process for sales promotion activity reflects 
the need for flexibility and tactical amendment, as sales promotion 
planning must in this case be commenced prior to actual budgets 
being established.

3. The modeling and critique of promotional options is a more infor-
mal and organic process, relying on history, experience, judgment, 
cross-functional interaction, and campaign review. This approach to 
promotional planning could result in a familiar and acceptable (but 
not necessarily optimal) promotional plan.

4. The organization reports a strong incidence of regular campaign 
monitoring and sales promotion plan review, the results of which 
facilitate tactical plan amendment to ensure that sales promotions 
continue to be responsive to changing market conditions, new prod-
uct and category variables, and competitor activity.

Decision Influences

The key influences on sales promotion decision making are summarized 
in Table 10.1

Influence Observations

Considering these factors, it is proposed that:

1. The competitive dynamics in this brand-driven, discretionary retail 
sector mean that both brand alignment and the ability to respond 
tactically to changing circumstances are paramount for decision mak-
ers. Those with responsibility for sales promotions need  therefore to 
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be agile and flexible in their approach, yet also remain conscious of 
the longer-term brand strengths and priorities.

2. Collaborative relationships between the marketing, merchandise, 
and retail store teams are considered essential to facilitate this brand- 
centric agility. Decisions involving multiple internal stakeholders 
will often have brand, category, inventory, and margin implications; 
therefore, regular communication and consultation is essential to 
ensure that marketing plans and sales promotion responses remain 
in sync.

3. Consideration of return on promotional investment is identified as 
a strong internal decision influence. This was reported to be largely 
based on comparing the performance of current campaigns to 

Table 10.1 Sales promotion decision influences

External influence factors Internal influence factors 

1.  Seasonality in relation to key fashion 
seasons and key fashion calendar events

2. Competitor activity
3.  Trading environment and the impact on 

sales revenues generated against forecast
4. Key supplier stakeholders
5.  Media and creative agency contribution 

to promotional messaging

 1. Brand proposition
 2. wider marketing agenda and direction
 3.  Sales targets within the business set 

against specific promotional activity
 4.  Actual versus anticipated sales deter-

mine resource availability
 5.  Internal stakeholders (merchants, 

marketing, stores)
 6.  Organic and flexible nature of decision 

making in relation to sales promotions
 7. Review of previous campaign success
 8.  Broad research on consumer sentiment 

in relation to promotional activity
 9.  Desire to develop positive consumer 

sentiment in relation to promotional 
activity

10.  historic promotional event platforms 
usage (i.e., traditional stocktake sale 
and mid-season sales)

11.  Marketing department perspective on 
and proposal of projected promotional 
structure

12.  Known or projected product events 
(i.e., new product or range launches)

13.  Function of promotions as potential 
revenue generators via partner contri-
bution or sponsorship



 DEPARTMENT STORE 115

 previous ones, as opposed to utilizing best practice or benchmark 
reference data. This could potentially compromise promotional 
ROMI spend if previous campaigns were not fully optimized. Using 
historical performance in order to gauge recent campaign effective-
ness may provide a basis for comparison. It may however limit more 
rigorous assessment of campaign impact and the subsequent consid-
eration of alternatives.

4. Suppliers could, as illustrated, influence the promotional landscape 
in the business. It is interesting to note that supplier promotions 
were not centrally controlled, scheduled, or coordinated, but were 
often a result of buyer–supplier negotiations. Due to the high num-
ber of supplier promotions evident at any one time, the collective 
activities of suppliers could impact consumer perceptions, creating a 
confusing promotional landscape in some categories. Hence, while 
the individual influence a supplier can exert by bringing a good idea 
to the table, the collective impact may be less positive for the brand 
overall.

Chapter Highlights

• Department stores operate in a highly competitive and 
 constantly evolving mature retail sector.

• As a result, the business places high emphasis on maintaining 
a targeted promotional presence using relevant channels.

• Strong internal relationships are seen as central in  ensuring 
that effective promotional campaigns are delivered that 
 support brand strategy.

• Maintaining flexibility and responsiveness is vital to combat 
competitor activity.





CHAPTER 11

Cross-Case Analysis

Introduction

The three cases presented represent different market sectors, ownership 
models, and supply chain positions. The first case discussed the perspec-
tives both of a grocery retail organization and a supplier to the industry. 
The second case took a close look at the processes and influences that 
relate to a specific form of campaign in the hardware and home improve-
ment sector. The third focused on a department store chain. Although 
the ways in which decisions are made within each of these businesses 
differ, shaped by both sector and market-specific forces, it is valuable to 
consider the overall insights and learnings that these very different cases 
can collectively reveal. This chapter identifies and discusses some of the 
common ground in strategic marketing and promotional decision making 
that we observed across the cases. This analysis paves the way for the con-
clusions and recommendations for practitioner improvement presented 
in the final chapter.

Marketing Decision Making

In all cases, a link between marketing strategy, marketing plans, and sales 
promotion activity was evidenced. Sometimes however, short-term tar-
gets, rather than long-term business ambitions and intentions, seemed to 
take precedence. This challenges the conventional wisdom that long-term 
strategic aims and objectives should form the basis for short-term actions 
and initiatives, that is, sales promotions. Only in the case of the depart-
ment store was tangible reference to a five-year plan for the business cited. 
It is worth questioning therefore to what extent diverse organizations spe-
cifically define and determine their longer-term ambition in relation to 
sales, branding, market share, and consumer engagement. Strategic mar-
keting intentions need to be clearly defined so that promotional  planners 
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can develop sustainable and relevant promotions. Otherwise, they may 
work hard to develop specific campaigns that are based on vague or 
poorly communicated goals and aims. This reveals the importance for 
promotional planners to look upstream to the more strategic aims of the 
organization when developing their campaign plans, and having a clear 
picture in mind at all times of the evolving nature of the business they are 
seeking to support, at least to the best extent they can.

In the case of the retail organizations (more so than in the supplier 
case), discussion of strategic marketing quickly led to the discussion of 
functional marketing and promotional planning. This illustrates a con-
ceptual difficulty in some cases in differentiating long-term marketing 
strategy from short-term promotional tactics. The distinctions between 
marketing, advertising, and promotion often become blurred in prac-
tice. This lack of clarity can have negative consequences for the decision- 
making process.

The cases support for the view that marketing decision making is 
a consultative venture (Webster 2005). In all instances, proposals for 
marketing activities were open to influence and negotiation from other 
business functions. In many cases, this consultative approach was actively 
pursued rather than reluctantly accommodated. Although the orga-
nizations adhered to culturally distinct procedures (involving history, 
stakeholder consultation, judgment, data evaluation, etc.), they did not 
appear to apply an objective, tangible model or a strong theoretical basis 
to guide their decisions. In essence, all the approaches appeared to be 
home grown. This supports the view of experts in the field that managers 
often rely on localized and qualitative knowledge and judgment to shape 
their decisions, rather than relying on tested models or constructs  (Ardley 
2005; Little 2004; Low and Mohr 1999). The evidence endorses the view 
that a model-based approach may have too many limitations to be of 
practical use (Ardley 2005; Chakravarti, Mitchell, and Staelin 1981; 
Davies 1993; Low and Mohr 1999). For those working in  marketing, 
or consulting with a range of organizations at a strategic level, finding 
a solid conceptual basis for understanding the way we do things around 
here may remain elusive. The cases of the hardware retail organization 
and the independent supermarket group make an interesting contri-
bution to the discussion of marketing management approaches. This is 
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because these organizations have less control over the marketing mix and 
 promotional offers  presented to consumers. They do not dictate what 
individual stores stock or sell nor control the localized marketing activi-
ties. Therefore, a mix of central and local promotional activity is evident. 
Company-owned, company-operated business models have a clearer line 
of sight in relation to their promotional intentions and are able to dictate 
and implement centralized marketing plans. This raises the question of 
the degree of influence that stakeholder both internal and external exert 
within the process.

Sales Promotion Planning

History, culture, and experience have been identified as significant factors 
that influence promotional planning in the three cases presented. This 
supports the view that perception and preference are significant factors in 
promotional decision making (Fam and Merrilees 1996). This often intu-
itive approach will not guarantee that the promotional mix is optimized. 
Some promotional tools and tactics were given preference based on a 
perception of their contribution without an appropriate level of critical 
rigor. This does not mean however that these perceptions and preferences 
should not be challenged, neither should their continued value and con-
tribution be assumed in a rapidly evolving business context. Our research 
revealed that promotional alternatives were not consistently evaluated by 
either objective return on marketing investment (ROMI) analysis mod-
eling or the critical comparison of campaign alternatives, supporting the 
calls for more coherent systems of planning (Simpson 2006).

Stakeholders

In all cases, complex, unique stakeholder involvements and diverse 
 consultative networks and points of reference were identified, which 
influenced the ways in which the organizations developed their  marketing 
strategies and plans. These distinct and sometimes organic processes 
 provide support for claims that where exactly marketing decision- making 
responsibilities lie is poorly understood (Harris and Ogbonna 2003). 
This stakeholder-centric approach may serve to keep the customers happy, 
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especially in franchise or buying group structures. Stakeholder influence, 
unless carefully managed, however, could compromise objective and opti-
mal decision making. Consensus may not always be the best course of 
action. Stakeholders often have strong opinions, but may not necessarily 
possess adequate understanding of marketing and promotional issues to 
make an informed decision.

Sales Promotion Budget Allocation

There was strong evidence in the cases of both past budget allocations and 
projected sales forecasts determining available resources to fund future 
sales promotion activity. This would suggest that objective-based sales 
promotion budgeting has yet to gain functional acceptance with decision 
makers, who still appear to look back and look forward but do not fully 
capitalize on the opportunity to evolve promotion planning with a clean 
sheet approach.

Agency Briefings

There is evidence in at least two of the case studies that the campaign 
briefs given to marketing and promotional agencies by the businesses 
were very broad. The supermarket group, for example, did not commu-
nicate a tangible sales target to its agency. There was also evidence that 
potentially vital sales information that could have helped the agency to 
conduct pre- and postevaluations to determine campaign ROMI was not 
shared by the hardware organization. Clear and comprehensive briefings 
have been identified as a critical factor in ensuring promotional effective-
ness (Rhea and Massey 1989). In both these cases, however, this appears 
to have been lacking, compromising the ability of the respective agencies 
to fully define the needs of the businesses and to comprehensively gauge 
campaign effectiveness.

Evaluating Promotions

Our cross-case analysis reveals a strong reliance on the use of sales data to 
assess marketing effectiveness in the short term, with much less emphasis 
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on longer-term multifactor marketing impact assessment. It is interesting 
to consider whether this focus has in fact led to an increase in business 
dependency on promotions. As the businesses relied largely on short-term 
sales-related measures to determine marketing impact, the contribution 
of longer-term advertising and brand-building activities may be over-
looked. Our analysis therefore supports the view that the increase in the 
proportion of marketing budgets allocated to short-term promotions may 
lie in the use of short-term measures to review overall marketing impact 
(Stewart and Gallen 1998). This approach has received criticism (Ziliani 
2006) as it does not facilitate the holistic assessment of long-term mar-
keting impact. Hence, longer-term strategies (e.g., those that are loyalty 
based, brand centered, or targeted toward customer franchise building 
[CFB]) may not yield an immediate, measurable benefit within a limited 
timescale, but they can still be very effective.

Commentators have criticized what they perceive as a less than rig-
orous approach to the evaluation of sales promotions against specific 
objectives (Ziliani 2006). This is largely substantiated in our cross-case 
analysis as it revealed that the evaluation of sales promotions was not 
consistently or comprehensively conducted (with the exception of the 
supplier to the grocery industry). In addition, in the majority of cases no 
clear, measurable objectives for sales promotions were identified. These 
findings support the view that the relationship between sales promotions 
and profitability may not be understood by businesses (Srinivasan and 
Anderson 1998).

Conclusion

This chapter has analyzed some of the major issues and limitations relating 
to sales promotion decision making. Overall, many of the major concerns 
expressed by expert commentators appear to have a strong basis in truth. 
Sales promotions are enormously significant, vital, and prevalent in the 
consumer environment. However, our cross-case study provides tangible 
insights into where process improvements could be made. As highlighted 
earlier in this book, sales promotions are a contentious area in marketing. 
Common criticisms are leveled at marketers for setting vague campaign 
objectives, their failure to fully consider options and alternatives when 
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defining the final mix, and their preference for monetary rather than non-
monetary promotions. These factors, combined with a lack of coherent 
models and frameworks and an often superficial or short-term approach 
to evaluation, may be the reason why so many sales promotions are per-
ceived to underperform. The final chapter will offer guidance as to how 
the sales promotion planning process can be leveraged to improve both 
the performance and the perceptions of this diverse body of campaign 
options.

Chapter Highlights

• Short-term targets and measures often take priority over 
 longer-term aims and goals.

• The approaches taken to sales promotion planning do not 
benefit from a firm conceptual basis.

• Decision-making approaches may be consultative but not 
optimal.

• Campaign alternatives are not critically evaluated due to the 
influence of history and preference.

• Evaluation measures may lack rigor and have a short-term 
focus.

• Agencies may not receive comprehensive briefings from their 
clients limiting their ability to interpret needs and report on 
campaign impact.



CHAPTER 12

Improving Sales Promotion 
Decision Making

Introduction

In this final chapter, we bring together the model of sales promotion deci-
sion making, the case studies, and the subsequent analysis of these cases. 
This forms the basis for our recommendations to industry practitioners 
on how more effective sales promotions decisions can be achieved. These 
evidence-based recommendations, we assert, will ensure that promotional 
planning approaches deliver maximum value and return on investment 
for the business and its stakeholders.

Sales Promotions Revisited

As highlighted in earlier chapters, sales promotions are an important 
marketing activity for both consumer-focused organizations and their 
suppliers. The investment cost is often considerable and the impact that 
campaigns have on brand perception, customer experience, sales, and 
profit are very significant. As has been revealed, the effectiveness of sales 
promotions can often be compromised by a combination of:

• Unclear objectives
• A highly consultative approach to campaign design and man-

agement
• An overreliance on history and preference in the choice of 

campaign offer
• A short-term approach to evaluation

Taking into account the research insights presented and the case analy-
sis conducted in Chapter 11, we now present our recommendations to 
managers engaged in sales promotion planning. We believe that these 
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recommendations, if adopted, will improve decision outcomes and help 
to ensure that sales promotions are better designed, better targeted, more 
effective, and more profitable.

In order to structure these recommendations, the model of sales pro-
motion decision making presented in Chapter 6 will be used as the basis 
for discussion, to provide clear guidance to managers at each stage of the 
decision-making process. The model is shown in Figure 12.1.

The research presented in this book has revealed that the decisions 
often have many sources of influence and can be often procedural and 
organic—rather than conceptual or objective in nature. Many researchers 
have challenged the degree to which decisions are likely to be optimized 
through this approach and have questioned to what degree objectivity 
may be sidelined in favor of judgment and preference. For practitioners, 
it is vital to consider the balance of subjectivity and objectivity within the 
planning processes. It is recommended that a robust model or framework 
such as the one presented is used by managers in their planning activities.

Recommendation 1: Establish Clear Sales Promotion Aims and  
Objectives That Are Tangibly Linked to Wider Marketing 
Strategies

It is essential to ensure that sales promotional strategies are aligned 
with (and supportive of ) wider brand value and marketing positioning. 
The reference points for any sales promotion planning activity should 
be the longer-term business goals and the marketing strategy.  Planners 
must be  aware of what the business is trying to achieve in terms of 
these wider goals and aims before considering specific courses of action. 
Knowing the major aims and initiatives provides a solid foundation that 
will ensure that sales promotions—although tactical and short term in 
nature—are synergistic with headline calendar events and complimentary 
to business ambitions. If, for example, the business is aiming to reposi-
tion itself in the marketplace, the types of sales promotion campaigns 
that are employed may have to evolve to reflect this intention, with the 
promotional mix changing over time to include a higher proportion of 
nonmonetary promotions. This may help to change the perceptions of 
the business as a price-based, discount operator in the customers’ eyes.
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Internal Communications

It is also important for sales promotion management to have a clearly 
defined rationale and strategy that identifies and communicates the 
robust relationship between business aims and promotional agendas. This 
will communicate to the business that there is a strong and relevant foun-
dation for promotional activity and there is a clear purpose, paradigm, 
and perspective that governs planning activities.

At this top line planning stage, it is important to consider key cal-
endar events that are significant for the business and for particular cat-
egories and products. This will involve discussions with members of the 
marketing team, buyers, and category managers to identify what their 
priorities are, as well as establish timelines for new range introductions, 
key seasonal events, supplier dynamics (i.e., new product launches), and 
sponsorship initiatives, for example.

Recommendation 2: Negotiate on Needs, Not on History

The research revealed that often sales promotion budgets were deter-
mined by reference to past spend or allocated as a proportion of sales. 
This approach is problematic for two reasons:

1. It does not accommodate emerging channels that may require 
 additional start-up funding in comparison to previous year’s budget 
allocation.

2. It can mean that in times of sales decline, less money is allocated to 
sales promotions. If the sales decline is due to stronger competitor 
activity, or is a result of the impact of a new market entrant, this may 
be detrimental to future recovery and set promotional responsiveness 
on a downward spiral.

Detailed budgets should be constructed that cost the campaigns, which 
are anticipated for the forthcoming year individually and collectively. This 
will communicate what the ideal draft promotional plan will look like and 
determine the required investment necessary to implement and execute. 
Clear costings based on concise objectives and planning provides a strong 
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foundation for resource negotiation and increases the chances of budget 
demands being realized. This is a much more successful negotiating strat-
egy than discussing budget demands in terms of last year +/− 5 percent and 
shows the negotiator to be strategic, well organized, authoritative, and in 
control. It is a good idea to approach suppliers to gauge their willingness 
to fund or support planned campaign over the forthcoming year. This 
option should be kept in reserve in case of a budget deficit.

Recommendation 3: Develop a Clear Plan of Attack

Following negotiations on budgeting and resources, planners will have a 
clear idea of the funds available and can focus their attention on  specific 
 planning activities leading to the development of a firm promotional 
 calendar.  Promotional planners need to invest significant time and energy 
mapping promotional activity over the course of a year. This involves 
scheduling specific campaigns and initiatives that are supportive both of 
the  marketing agenda and the competitive realities. Promotional  planning 
should also accommodate the insights from previous discussions with 
 category managers, buyers, and suppliers to ensure that every opportunity 
is leveraged. This should be approached with an open mind regardless of 
the previous year’s activity. This will also ensure that supply chain and 
inventory considerations can be accommodated to ensure adequate stock 
holdings at key times. Customers often complain that they were attracted 
to a retail store by a compelling promotion, only to find that the featured 
product was out of stock. 

It is important to ensure that promotional bottlenecks are avoided. 
Often there is simply too much promotional activity going on at any one 
time, which can cause confusion for shoppers as well as creating excessive 
workloads for store-based staff. Promotional plans should therefore bal-
ance both promotional activity across the board as well as within specific 
departments and categories to avoid promotion fatigue.

Finally, sales promotion professionals need to allow a degree of 
flexibility and responsiveness in the planning process to enable tactical 
response to competitor or market-related issues. This may involve putting 
key suppliers on alert that promotional support may be required, subject 
to market conditions.
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Recommendation 4: Establish Clear Campaign Objectives

It is essential that each campaign has clear objectives that determine 
and communicate role, function, and performance expectations. As the 
research has revealed, all too often sales promotions have vague objectives, 
or sometimes none at all. Due to the significant investment costs associ-
ated with campaign management, it is vital that all stakeholders have a 
clear view of:

• Why the promotion is to be offered
• What it will aim to achieve
• How success can be measured

Without this clear vision, it is easy to lose sight of goals and purpose and 
it can be difficult to communicate campaign rationale to internal and 
external stakeholders. It also makes comprehensive evaluation problem-
atic and can cause dissent and tension between stakeholders who may be 
confused about just why the campaign was offered and how effective it 
was. If outside agencies are used, it is imperative that they receive a clear 
and formally documented briefing. This will mean your campaign aims 
will not be second guessed and the performance of the campaign partner 
can be ascertained. If no clear rationale for offering a specific campaign 
can be identified, then consider why the campaign is being proposed in 
the first place.

Recommendation 5: Consider All Options

As illustrated in Chapters 4 and 5, there is a wide range of options, both 
monetary and nonmonetary, available to decision makers. All three cases 
revealed that history, preference, and stakeholder influences played a lead-
ing role in campaign choice and design. We recommend that managers 
widen their thinking and deepen their knowledge base to proactively and 
comprehensively consider and evaluate all campaign design options in 
relation to clearly stated objectives. There is a vast body of research relat-
ing to sales promotion choice and efficacy waiting to be capitalized upon 
for those who wish to develop their professional competence. Managers 
are encouraged to take the initiative in accessing this body of knowledge 
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as well as forge partnerships and relationships with experts in the field on 
a mentorship or consultative basis.

In addition there are numerous seminars, workshops, and conferences 
at which practitioners can grow knowledge and share expertise. There are 
also professional associations for marketing and sales promotion profes-
sionals through which learnings are often shared.

If a new campaign option is identified or proposed, of which the 
business has no prior experience, it is important to keep an open mind. 
A marketing agency may, for example, be asked for evidence of prior cam-
paign success. This will provide planners with a knowledge base to assist 
in their decisions. Alternatively, an initial test or pilot campaign may give 
an early read on suitability and effectiveness prior to a major rollout.

New technologies and emerging channels can also mean that an option 
previously considered inappropriate, too costly, or too labor intensive may 
have gained new traction and popular acceptance. What is certain is that 
not exploring or experimenting and doing the same old—same old means 
that history will be repeated at the expense of innovation and entrepre-
neurship. Ultimately, competitive advantage will be compromised.

Recommendation 6: Better by Design

Having determined the specific promotional mix, it is time to get 
 creative. Sales promotions work better if they have an innovative theme 
and a powerful message. This is where the accountants leave the room 
and the marketing creatives get to work. Whether a mid-season sale, a 
loyalty- program-based retailer-customized promotion or a promotional 
competition, campaigns need to be both inspirational and accessible. 
A discount can be positioned either as a clearance event or as an oppor-
tunity to  purchase early for Christmas, for example. A buy one get one 
free (BOGOF) offer can be marketed as a subtle value-add in the case 
of cosmetics, or as a high profile not-to-be missed deal as in the case of 
fast food. This is a good opportunity for planners to once again con-
sider the alignment between marketing strategy and promotional them-
ing. It is unlikely, for example, that Rolex or Louis Vuitton would ever 
offer a mega-deal. Often, if promotional design expertise is limited within 
the business, the services of an external agency can be used to develop 
 campaign themes, messages, and motivations.
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Recommendation 7: Plan to Succeed

It is important to ensure that the planning and implementation of 
campaigns goes smoothly. This means ensuring adequate and timely 
 communication with all stakeholder parties, including marketing, buying, 
category managers, store managers, store staff, suppliers, and agencies. All 
too often in retail, stories abound of a huge bundle of promotional mate-
rials turning up at the loading dock, heralding an imminent campaign of 
which the team had no prior knowledge, with not enough resources on 
hand to ensure timely activation.

It is important to ensure that there are sufficient resources within the 
head office team to deal with questions and queries, from stores and cus-
tomers, as well as deal with the administrative implications of campaign 
participation. This may mean bringing in extra support to process rebates 
in a timely fashion or designing a process to enable promotional compe-
tition entry campaigns to be verified or judged.

It is also important to determine the channels through which the pro-
motion will be presented and capitalized upon. Some consideration may 
have been given to this at earlier stages in the planning and costing pro-
cess, but this is the time to consolidate that thinking. If a social media site 
needs to be designed and established, for example, enough notice needs to 
be given to enable this to happen. If a promotional competition is offered, 
permits will need to be applied for leaving enough time for authorization 
to be granted. If webpages need to be updated, then once again sufficient 
notice needs to be given, taking into account timelines and workloads.

For major campaigns, it is also good to get feedback from target 
customers on design, appeal, and access. Establishing a focus group of 
core customers to facilitate this can be very cost effective to ensure that 
 campaigns are on track and on message.

Recommendation 8: Evaluate, Learn, Re-evaluate

With clear campaign objectives established, the foundations are in place 
for a thorough campaign evaluation. Using these objectives as a point of 
reference enables a clear assessment to be made of the impact and effec-
tiveness of the campaign:
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• Were sales and profit targets achieved?
• Was surplus inventory reduced?
• Did market share grow?
• Was the new product launch successful?

Some measures of effectiveness will be purely financial and sales related, 
while others may be more diverse in nature. These may involve, for 
 example:

• Monitoring customer awareness of a new product; and 
• Measuring the degree to which customer engagement and 

learning had grown as a result of campaign participation.

Long-Term Measures

It is essential also to consider not just short-term measures, but also 
 longer-term indicators. Research has revealed strong evidence that 
 short-term sales-related data is used as a key point of reference. There is 
less evidence of longer-term evaluation across a broader and more 
 comprehensive range of marketing-related measurements. There are some 
significant long-term implications of promotional activity to consider:

• Did shoppers remain loyal to the new brand that was heavily 
promoted or did they switch back at the end of the campaign?

• Were future sales cannibalized as a result of shoppers 
 stockpiling?

• Did overall category sales grow as a result of product-specific 
promotions?

• Which campaign did customers recall after the event?
• Which had the greatest lasting appeal?
• Did the business grow short-term sales, but at the expense of 

longer-term margin averages?

By having a clear and holistic view of campaign effectiveness, businesses 
can make insightful decisions on campaign effectiveness, and re-evaluate 
options for future campaign planning. Due to the significant investments 
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attributed to sales promotions and the high profile they enjoy, the impor-
tance of this cannot be underestimated.

Conclusion

As highlighted, sales promotions are a major business activity, com-
manding significant resources. Sharing the stage with marketing and 
advertising, sales promotions help to drive sales, cement competitive 
advantage, and engage consumers. Despite their prevalence, sales pro-
motions and management approaches to promotional decision making 
remain under-researched. As has been revealed, sales promotions are often 
criticized for failing to achieve the targets set for them. Those who share 
responsibility for promotional planning may also find themselves justi-
fying their approaches and defending their actions, competing for scarce 
resources with other business units.

This book serves as a valuable resource for managers seeking to 
improve their effectiveness in this field. By presenting detailed research 
findings that center on management approaches, campaign options, and 
industry practice, the reader has gained an essential understanding of the 
role, function, and benefits of sales promotions. In addition, the model 
of decision making and the core recommendations provide the tools to 
enable managers to be more effective in their day-to-day activities. The 
case studies provide industry-specific insights that furnish the reader with 
the realities of professional practice to enable them to better critique their 
own—or their clients’ or other stakeholders’—approaches.

The benefits of sales promotions for retailers, suppliers, manufactur-
ers, and customers have been detailed. By using the knowledge and infor-
mation contained in this book, we are confident that these benefits can be 
more effectively and consistently realized. Thank you for reading!

Chapter Highlights

• It is important to establish a clear link between sales 
 promotion planning and wider business goals.

• Negotiate budgets based on projected needs not solely on 
past activities.
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• Develop a clear promotional calendar to establish the big 
picture for sales promotions in the forthcoming year.

• Develop clear objectives for each campaign.
• Actively consider all promotional alternatives and develop 

a knowledge base in relation to campaign choice and 
 effectiveness.

• Invest time and energy focusing on the creative messaging of 
campaigns to ensure relevance and attractiveness for target 
consumers.

• Plan to succeed by considering the operational implications of 
campaign activation.

• Evaluate both short- and long-term measures of campaign 
effectiveness thoroughly and consistently.
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