Chapter 14 – Sales Promotion: 
SALES PROMOTION PLANNING
· Characteristics: 
· Sales promotion has been defined as a direct inducement that offers an extra value or incentive for the product to the salesforce, distributors, or the ultimate consumer with the primary objective of creating an immediate sale. 
· Types of Sales Promotion: 
· Consumer sales promotions: sampling, couponing, premiums, contests and sweepstakes, refunds and rebates etc. 
· Trade Sales Promotions: dealer contests and incentives, trade allowances, point of purchase displays, sales training programs, tradeshows and other programs designed to motivate organizations into buying and carrying merchandise. 
· Promotional push strategy = strategy designed to persuade the trading of stock, merchandise, and promote a manufacturers product. 
· Trade Advertising: publications that serve the particular industry
· Promotional Pull Strategy: spending money on sales promotion efforts directed to the ultimate consumer. Typically done when a company is refusing to add a particular product to it merchandise line. You get the consumers interested and they get the company to sell them the product. For example if people saw an ad for some kind of cereal, and Loblaws didn’t have it, customers would begin asking for it and eventually, so the old story goes, Loblaws would add it to their line up. 
· Growth of  Sales Promotion: Marketing has been getting larger and larger in terms of money allowcated in the budget of major firms since the sixties. 
· Strategic Importance of Sales Promotion: Increased sophistication and a more strategic importance elevated sales promotions role in the IMC program of many companies. 
· Reaching a Specific Target Audience: marketing efforts focus on specific market segments and firms use sales promotion to reach geographic, demographic etc, audiences. 
· Increased Promotional Sensitivity: Marketers are making greater use of sales promotion in their marketing programs because consumers respond favourably to the incentives it provides. 
· Declining Brand Loyalty: consumers have become less loyal to one brand and therefore companies have to spend more on sales promotion to stay relevant. 
· Brand Proliferation: Many markets are already saturated with mature brands/products therefore it is difficult for a new product to break into the market without some form of incentive and promotion. For example a coupon of a toy inside a cereal box etc. 
· Short term focus: increased sales promotion is motivated by marketing plans and reward systems geared to short term performance measures
· Increased Accountability: an increased importance has been put on ROI of marketing expenditures from senior management. This puts pressure on marketers. 
· Growing Power of Retailers: there is currently a power shift taking place from manufactures to retailers. Therefore companies have to spend more on promotion in order to impress the retailers, where as in the past it was just a matter of giving the manufacturer a deal or something
· Competition: manufacturers rely on trade and consumer promotions to gain and maintain competitive advantage, and therefore more needs to be spent. 
· Account specific Marketing: a manufacturer collaborates with an individual retailer to create a customized promotion that accomplishes mutual objectives. For example Sunsilk Shampoo is advertised on Wal-Mart’s website. 
SALES PROMOTION PLAN: 
· Objectives of Consumer Sales Promotion: decide what the promotion is designed to accomplish and whom it should be targeted. 
· Trial Purchase: encourage customers to try a product by giving them a sample or a money back guarantee. 
· Repeat Purchase: coupons or refund offers are used to keep those that try a product from switching back to their old product and repurchasing the new one. 
· Increasing Consumption: Many marketing managers are responsible for products in mature markets where people already are well aware of the product and competition is high between a small number of products. Pepsi and Coke have their wars, Kellogg and Post like to try and shank each other etc. Marketers in this category attempt to increase consumption by reminding consumers to buy the product again. For example ARM & HAMMER baking soda had an ad saying that they’ve changed their box (packaging) should you (the consumer) change yours (the one you apparently have in your fridge). 
· Build Brand Equity: Marketers want to do more than increase short term sales, they want people to recognize the brand and be aware of it. For example Roll up the Rim is Tim Horton’s annual promotion that stops people from forgetting about coffee during Lent. 
· Consumer Sales Promotion Strategy Decisions: promotions fall into three broad categories: Sales promotion strategy options, application across product lines, and application across geographic markets. 
· Sales Promotion Strategy Options: the key strategic decision for a marketer concerns the most appropriate sales promotion option that will best achieve the behavioural objective for the target audience. 
· Franchise building characteristic: Sales promotion activities that communicate distinctive brand attributes and contribute tot he development and reinforcement of brand identity, these are CFB (consumer franchise-building) promotions.   
· Non-franchise Building Characteristic: promotions that are designed to accelerate the purchase decision process and generate an immediate increase in sales. 
· Incentive Characteristic: Sales promotion provide consumers with an extra incentive or reward for engaging in a certain form of behaviour, such as purchasing a brand. 
· Operant Conditioning = individuals act on an aspect of the environment that reinforces behaviour
· Schedules of reinforcement = different schedules of reinforcement result in varying patterns of learning and behaviour. 
· Shaping = the reinforcement of successive acts that lead to a desired behaviour pattern or response. 
· Application Across Product Lines: The degree to which each  sales  promotion tool is applied to the range of sizes, varieties, models, or products. 
· Application across Geographic Markets: Sales promotions can run nationally or on individual/selective markets. Marketing managers need to decide which markets will best benefit the company. 
· Consumer Sales Promotion Tactics Decisions: Consumers can receive any number of coupons that can range in value and can be received often or rarely. As this implies Marketers face a number of tactical decisions. 
· Value of Incentive: whether the marketer is offering a discount of price, or some form of franchise building sales promotion such as a premium. For example if you buy cereal and cut the tops of the boxes off and send them to Post they’ll send you a coupon. 
· Timing: When should the incentive be offered and how often the incentive will be offered. 
· Distribution: how far and how many people is this incentive going to reach. 
CONSUMER SALES PROMOTION STRATEGY OPTIONS: 
What type of promotion and how are you going to promote your product?
· Sampling: consumers are given some quantity of a product for no charge to induce trial. 
· Strengths  = excellent way to induce a prospective buyer to try a products. 
· Weaknesses = sampling can get people to try the product but the brand must have something that separates it from the competition in order to receive continued consumption
· Sampling methods = how are your samples going to work?
· Coupons: oldest and most widely used form of sales promotion and also the most effective is the price refund or coupon method. 
· Strengths = coupons make it possible to offer a price incentive only to those consumers who are price sensitive. They also make it possible to reduce the price of a product without relying on the retailers compliance. 
· Limitations = potential that coupons will not achieve their intended objective. Coupons that are intended to attract new customers are often used mostly by those people who are already loyal to the brand. 
· Coupon Distribution: coupons can be sent to consumers via a number of different channels, use your head and think about how often you see a coupon that is your for the taking. There are a number of types of coupons: 
· Bounce back Coupons = an in/on pack coupon that is redeemable for the next purchase of the same brand
· Cross Ruff Coupon = which is redeemable on the purchase of a different product, one typically made by the same company. 
· Instant Coupon = attached to the outside of the package so the customer can use it right away
· In-Store couponing = co-op couponing programs distributed in a retail store environment. Example is the tear off coupons you often see at Metro or Loblaws in front of Tide or Yogurt. 
· Premiums: a sales promotion device used by marketers. An offer for an item of merchandise or service either free of charge or at a low price that is an extra incentive. Usually a small gift offered with the product, for example sometimes booze bottles come with an extra tiny bottle, or Best Buy will offer to set up your new computer free of charge.
· Strengths = Package Carried premiums have high impulse value and can provide an extra incentive to buy a product, for example the McDonald’s Happy Meal is notorious for this. 
· Limitations = Premiums have a cost factor, meaning they can be expensive. Using a cheap premium may cause more harm than good. 
· Self-liquidating Premiums = requiring the consumer to pay some or all of the cost of the premium. 
· Contests and Sweepstakes: an increasingly popular form of promotion
· Contest: promotion whereby consumers compete with one another (buy more than the other guy and get a free tee shirt)
· Sweepstakes: Promotion where winners are determined purely by chance (Roll up the Rim)
· A form of sweepstakes is a game (Monopoly at the Dees)
· Strengths of Contests and Sweepstakes: sales can be enhanced by trial and repeat purchases throughout a sweepstakes advertised via in store ad pads. 
· Limitations: Many contest/sweepstakes do little to contribute to consumer franchise building for the product or service. 
· Refunds and Rebates: Offers by the manufacturer to return a portion of the product purchase price, usually if the consumer supplies some proof of payment. 
· Strengths and Limitations: Rebates can help create new users and encourage brand switchers or repeat purchase behaviour, or they can be a way to offer a temporary price reduction. The rebate might be seen as an immediate discount even though a lot of consumers forget to follow through on the offer. However at the same time rebates are not always perceived as a discount by some consumers because of the extra effort they have to put in to receive the incentive. 
· Bonus Packs: offer the consumer an extra amount of the product at the regular price  by providing a larger container or units
· Price-off Deals: reduces the price of the brand. Typically offered right on the package  through a specially marked price pack. 
· Frequency Programs: For example the Subway Sub card
· Event Marketing: The Red Bull Crashed Ice or The Red Bull Dude jumps from space and totally lands it event. 
· Event Sponsorship: Molson’s Canadian Leaf Hockey 
RADE AND SALES PROMOTION: Trade sales promotions that managers may select from to develop a strategic sales promotion plan. 
· Objectives of trade sales promotion 
· Obtain Distribution for New Products: Trade promotions are often used to encourage retailers to give shelf space to new products. This is essentially like a trial purchase only instead of being for a consumer its for a retailer. 
· Maintain Trade Support for Established Brands: Trade Promotions that are designed to maintain distribution and trade support for established brands. 
· Build Retail Inventories: Promotions used to build the inventory levels of retailers or other channel members, another form of repeat purchasing. 
· Encourage Retailers to Display Established Brands: Pretty much speaks for itself. 
· Trade Sales Promotion Strategy Options:
· Trade Allowances: a discount or deal offered to retailers to encourage them to promote, display or stock a brand. 
· Buying Allowances: a deal offered to resellers in the form of a price reduction on merchandise ordered during a fixed time period. 
· Off-invoice allowance: a certain per-case amount is deducted from the invoice. 
· Promotional Allowances: Offering discounts to retailers who set up promotional displays in support of their brands
· Slotting Allowance: fees retailers charge for providing a slot or position to accommodate a new product. 
· Strengths of Allowances: easy to implement and are well accepted. They are sometimes expected. Also they are an effective way to encourage the purchasing of a product. 
· Limitations: Only 30% of trade discounts actually reach the consumer because 35% is lost to inefficiencies and another 35% is pocketed by the retailers. 
· Forward buying = where retailers stock up on a product at a lower price and resell it to consumers when the promotion ends, at regular price. 
· Diverting = where a retailer or wholeseller takes advantage of the deal and then resells some of the product purchased at a low price to a store outside area or to an intermediary that resells it to other stores
· Everyday Low Pricing = lowers the list price of over 60% of its product line by 10 to 25% while cutting the promotional allowances to the trade. 
· Point Of Purchase Displays: The displays that a consumer sees at the point of purchase. For example often in grocery stores there are cardboard displays with chocolate or Christie cookies on display. 
· Strengths = the main purpose of them is to reach the consumer when they are making a decision on brands, therefore its easy to put up a  display in front of where you know they’re going to be in order to entice them. 
· Weaknesses = if there are too many POPs then the shopping experience for the consumer may be hindered. 
· Cooperative advertising: where the  cost of advertising is shared by more than one party. 
· Verticle co-op advertising = a manufacturer pays for part of the advertising a  retailer runs to promote the manufacturers product in the retailers space. 
· Horizontal co-op Advertising = advertising sponsored by a common group of retailers or other organizations providing products or services to the market. 
· Ingredient sponsored co-op advertising = supported by raw materials manufacturers; its objective is to help establish end products that make use of the companies ingredients. 
· Contests and Incentives: stimulate greater selling effort and support from reseller management or sales personnel. 
· Push money = cash incentives made directly to the retailers sales staff based on how many sales they make of a certain product. This is a form of sales incentive. 
· Events: Kraft Celebration hockey Tour or whatever the hell that thing on TSN is called. Essentially its an event sponsored by a manufacturer such as Kraft or P&G 
· Sales Training Program : Training sales people to properly understand your product and how to sell it. 
· Trade Shows: a forum where manufacturers can display their products to current as well as prospective buyers. 
IMC PLANNING: STRATEGIC USE OF SALES PROMOTION: 
· Budget Allocation: what percentage of a firm’s overall promotional budget should be allocated to advertising versus consumer and trade promotions 
· Creative Themes: The theme of the promotion should always be tied to the Brand’s identity and culture. This means marketers often have to get creative with their promotions 
· Media Support: Media needs to be involved in an advertising promotion. Media is needed in order to deliver things like coupons and rules and regulations about a contest etc. 
· Brand Equity: the increasing use of sales promotion in marketing programs is a fundamental change in strategic decisions about how companies market their products and services. 
· Measuring Sales Promotion Effectiveness: Marketing promotions need to be measurable in order for marketers to judge  their effectiveness. 

