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Garbage in garbage out! Before 
you start working on data 
analytics, there are a variety 
of preparation steps that are 

critical to make sure you are heading 
in the right direction. Of course, you 
have to make sure you locate all the data 
sources in your organization. You will be 
surprised how much data is already avail-
able before you even think about add-
ing more. Then you have to prepare your 
work by mapping the data points and 
starting the extraction process. Finally, 
you can think about connecting and le-
veraging all of these data sets. Remember 
that you have to learn to walk before you 
can run. These preparatory steps are es-
sential for your success in data analytics. 
The more you invest up front, the more 
you will benefit from your data.

Why Look for Your Data & 
Where do You Find it?
We are surrounded by data. In fact, we 
have data everywhere in our personal 

and professional lives. We might not re-
alize it but the more connected we are, 
the more data we generate. While many 
profess that “any press is good press,” 
the recent “big data” trend has, in a way, 
taken the data phenomena hostage. 

Every other word on Twitter mentions 
“big” something. Big data has become 
a management fad in much the same 
way as Total Quality Management 
(TQM), Six Sigma and other jazzy 
concepts that propagate like wild fire. 
Various online sources define big data 
as “a collection of data sets so large and 
complex that it becomes difficult to pro-
cess using on-hand database manage-
ment tools or traditional data process-
ing applications. The challenges include 
capture, curation, storage, search, shar-
ing, transfer, analysis and visualization.” 
The key word here is big I suppose. But 
everything is relative.

http://www.pricingsociety.com
http://pricingsociety.com/conferences/spring-pricing-workshops-conference/
http://www.pricingsociety.com
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mailto:sliozu%40gmail.com?subject=


 PRICING ADVISORThe

www.pr ic ingsociety.comA Professional  Pr ic ing Society Publ icat ion

3535 Roswell Road, Suite 59 
Marietta, GA 30062 
770-509-9933

2 February 2018

CONTINUED ON NEXT PAGE �

Figure 1Lately, almost everything related to data 
analytics has been linked to big data, 
whether relevant or not. For small and 
medium business, it really does not mat-
ter whether your data is small, medium 
or extra-large. What matters is that you 
find the data, connect and integrate 
it, analyze it, and use it to create value 
for your business. The latter part of the 
equation is the most important. Much 
needs to be done to prove the positive 
impact of big data on the profit per-
formance of firms. Although the con-
cept has taken the world of analytics by 
storm, there is a need for more evidence-
based research to demonstrate its profit 
power. 

The power of data analytics is very 
real. Whether your data sets are big or 
small, here are some recommendations 
to get started managing your organi-
zation’s data:

1. Make a commitment to start on 
the journey of data management: 
The first step of this journey is to 
have a discussion within your man-
agement team and gain a commit-
ment to explore the value of a data 
management project(s). Do not pay 
too much attention to the hype 
about big data. Instead, focus on 
improving productivity in one area 
of your business by leveraging the 
mountain of information and data 
coming into your organization. De-
fine a value statement of why you 
want to start on that journey. In oth-
er words, define how data manage-
ment will create value for you and 
your customers.

2. Do not worry about “big” – fo-
cus on the data: The key to getting 
started is to find all sources of data 
in your organization and to try to 
create a data map of where data is 
produced, stored and what it’s used 
for. You will be surprised by how 
much data your small or medium-
sized business can generate in any 
given year. Between invoice transac-
tions and product data alone, you 
probably store millions or even bil-
lions of records already across many 

locations. That sounds big to me.

3. Leverage the integrated power 
of all your data … big or small: 
Once you’ve identified and extracted 
all this data, you might be ready to 
run some analytics. The key here is 
to eventually analyze each data set. 
The power of big data, as it’s defined 
above, is to connect the data set 
and create predictive and explana-
tory models that can help you make 
better decisions. That is where the 
rubber meets the road, as the say-
ing goes. This is also where it might 
get complicated. Integrated data 
analytics might, for example, link 
your marketing data with your sales 
transactions and supply chain data 
to derive a powerful forecasting 
model. The value is in connecting all 
of the data sets and running predic-
tive models.

4. Blend intuition and science in 
your decision-making process: The 
goal is to reduce the level of uncer-
tainty in your decision-making pro-
cess, and to refine the range within 
which you might make these deci-
sions. Intuition and experience still 
play a role when final decisions are 
made. However, you want to reverse 
the balance of 80% intuition and 
20% science to a ratio of 80% sci-
ence and 20% intuition. 

5. Walk before you run: Depending 
on where you are today in the ana-
lytics spectrum (from nowhere to 
embedded analytics), I recommend 
that you start slowly. Experiment 
and walk before you run. Before you 
pick up the phone and call the big 
gun consulting companies, establish 
some basic internal capabilities and 
run an audit of your infrastructure. 
If you are using IT systems from 
the 80s or 90s, you might have is-
sues extracting the data and linking 
it all today, but the effort required is 
almost certainly worthwhile. Then, 
start working on your individual 
data sets and extracting the nuggets 
of predictive power. 

There are four Vs in big data: vol-
ume, veracity, variety and velocity. To 
those, I add the most important of the 
Vs: value. Whether you are a small busi-
ness or a huge corporation, leveraging 
your own data intelligently will create 
value for your business. This is the fun-
damental start of your data journey.

Preparing and Extracting 
Your Data: Team Work and 
Realization of Issues
From a practitioner’s perspective, barriers 
to identifying and preparing your data 
start very early in the data preparation 
and extraction steps. The process poses 

     
 

2 
 

 

The power of data analytics is very real. Whether your data sets are big or small, here are some 
recommendations to get started managing your organization’s data: 

1. Make a commitment to start on the journey of data management: The first step of this journey 
is to have a discussion within your management team and gain a commitment to explore the 
value of a data management project(s). Do not pay too much attention to the hype about big 
data. Instead, focus on improving productivity in one area of your business by leveraging the 
mountain of information and data coming into your organization. Define a value statement of 
why you want to start on that journey. In other words, define how data management will create 
value for you and your customers. 

2. Do not worry about “big” – focus on the data: The key to getting started is to find all sources of 
data in your organization and to try to create a data map of where data is produced, stored and 
what it’s used for. You will be surprised by how much data your small or medium‐sized business 
can generate in any given year. Between invoice transactions and product data alone, you 
probably store millions or even billions of records already across many locations. That sounds 
big to me. 

3. Leverage the integrated power of all your data … big or small: Once you’ve identified and 
extracted all this data, you might be ready to run some analytics. The key here is to eventually 
analyze each data set. The power of big data, as it’s defined above, is to connect the data set 
and create predictive and explanatory models that can help you make better decisions. That is 
where the rubber meets the road, as the saying goes. This is also where it might get 
complicated. Integrated data analytics might, for example, link your marketing data with your 
sales transactions and supply chain data to derive a powerful forecasting model. The value is in 
connecting all of the data sets and running predictive models. 

http://www.pricingsociety.com
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both technical and behavioral challeng-
es. It also requires thinking, team co-
ordination and organizational commit-
ment. There are critical early parameters 
of data preparation and extraction that 
must be conceptualized to ensure suc-
cessful data analytics later in the process. 

Some of the potential barriers to data 
preparation and extraction are pre-
sented in Figure 2.

Barriers related to data quality and sys-
tems complexity are to be expected. For 
example, daily manipulation of order en-
try, manual modifications in master data 
files and manual accounting entries to 
address incorrect transactions will create 
issues with the overall reliability of data. 
The data may be incomplete, unstruc-
tured and inconsistent. 

Issues with systems are equally problem-
atic. The use of multiple ERP systems, 
large-scale upgrade projects and the de-
pendence on outdated systems to extract 
historical data can lead to breakdowns in 
data integration and consolidation. These 
types of issues are to be expected in any 
pricing analytics and optimization proj-
ect.

Other barriers to data preparation and 
extraction are more organizational and 
behavioral in nature. First, it is critical 
to obtain commitment to program goals 
from the internal department involved in 
the project. That requires a detailed ex-
planation of the project scope as well as a 
clearly articulated business justification. 
Explaining the data management pro-

gram within the context of the overall 
corporate vision is a critical step toward 
project buy-in. Finally, the required data 
must be well defined prior to the start 
of the project, both in terms of type and 
quantity, in order to eliminate the false 
starts and multiple extractions that frus-
trate busy technicians.  

Other potential barriers to project suc-
cess are issues related to data cleaning, 
preparation and extraction. Many orga-
nizations have never been faced with a 
single project requiring data normaliza-
tion and extraction across multiple, dis-
parate systems. Successful organizations 
have learned that an investment in prop-
er documentation and training, includ-
ing demonstrations, prior to a project’s 
start reduces stress and errors, and great-
ly increases the quality of the resulting 
analysis while reducing the time and ex-
pense required to achieve it.  

We recommend the following 
simple steps:

1. Create a multi-functional team 
for data preparation and extrac-
tion: Conduct a kick-off meeting 
and explain the vision, the purpose 
and a clear scope of analysis. Cre-
ate a common vision for the project, 
and reassure the team from the very 
beginning that data will be secured 
and treated with a high level of con-
fidentiality.

2. Conduct a data audit to evaluate 
potential technical barriers and 
issues related to data quality and 

systems: Map out where data might 
come from, along with possible in-
terface issues. Link the project pur-
pose to the project outcome, and 
create a road map on how to get the 
best and cleanest data.

3. Select the proper technical experts 
to address and treat all possible 
discrepancies through the integra-
tion process: Do not improvise on 
the manipulation and treatment of 
data as this might extend the project 
schedule, and, in the long run, create 
more problems. 

4. Involve the team by creating a 
taskforce to support the project: 
Create transparencies on issues and 
solutions without finger pointing or 
breaking the “data kingdom.” Re-
member that people still believe in 
the axiom that information is power. 
Having everyone on board with a 
top executive champion might be 
the most powerful combination to 
ensure project support.

5. Get it right the first time: Garbage 
in, garbage out! Avoid multiple itera-
tions of extraction and data file ver-
sions that might confuse the team. 
The point is to keep the project sim-
ple but highly structured throughout 
its lifetime. Make proper use of con-
sultants for this step in the overall 
pricing analytics process. Spending 
more time preparing and extracting 
the right data file will make the back 
end of the process faster and more 
robust.

For most of you, the thoughts in this pa-
per might seem obvious and too simplis-
tic. From a practitioner’s perspective, it is 
not as easy as you might think. Organi-
zational complexity with people and sys-
tems can, and often does, slow down the 
process. What matters is a good vision 
for what data is being prepared and a 
mindful process that takes into account 
these potential issues. The results from 
such a project are well worth taking your 
time and getting it right the first time.
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4. Blend intuition and science in your decision‐making process: The goal is to reduce the level of 
uncertainty in your decision‐making process, and to refine the range within which you might 
make these decisions. Intuition and experience still play a role when final decisions are made. 
However, you want to reverse the balance of 80% intuition and 20% science to a ratio of 80% 
science and 20% intuition.  

5. Walk before you run: Depending on where you are today in the analytics spectrum (from 
nowhere to embedded analytics), I recommend that you start slowly. Experiment and walk 
before you run. Before you pick up the phone and call the big gun consulting companies, 
establish some basic internal capabilities and run an audit of your infrastructure. If you are using 
IT systems from the 80s or 90s, you might have issues extracting the data and linking it all today, 
but the effort required is almost certainly worthwhile. Then, start working on your individual 
data sets and extracting the nuggets of predictive power.  

There are four Vs in big data: volume, veracity, variety and velocity. To those, I add the most 
important of the Vs: value. Whether you are a small business or a huge corporation, leveraging your 
own data intelligently will create value for your business. This is the fundamental start of your data 
journey. 

Preparing and Extracting Your Data: Team Work and Realization of Issues 

From a practitioner’s perspective, barriers to identifying and preparing your data start very early in the 
data preparation and extraction steps. The process poses both technical and behavioral challenges. It 
also requires thinking, team coordination and organizational commitment. There are critical early 
parameters of data preparation and extraction that must be conceptualized to ensure successful data 
analytics later in the process.  
 
Some of the potential barriers to data preparation and extraction are presented in the figure below: 

 
 
Barriers related to data quality and systems complexity are to be expected. For example, daily 
manipulation of order entry, manual modifications in master data files and manual accounting entries to 
address incorrect transactions will create issues with the overall reliability of data. The data may be 
incomplete, unstructured and inconsistent.  

http://www.pricingsociety.com
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Figure 3: Here are eight dimensions to consider when you start making your data speakConnecting, Mining, and 
Leveraging Your Data
Your data is identified, prepared and 
extracted. While these are critical and 
challenging steps of the process, you 
have not yet moved into true data man-
agement. Your organization and team 
are ready to start connecting, mining, 
and leveraging the data to create intel-
ligence.

Data intelligence is defined by Techo-
pedia as:

“Data intelligence is the analysis of various 
forms of data in such a way that it can be 
used by companies to expand their services 
or investments. Data intelligence can also 
refer to companies’ use of internal data to 
analyze their own operations to make bet-
ter decisions into the future. Business per-
formance, data mining, online analytics, 
and event processing are all types of data 
that companies gather and use for data in-
telligence purposes”.

Data by itself has very little intelligence. 
You have to start mining it by creating 
an environment and a place where data 
can be hosted and connected through 
relevant languages and relationships. 

Here are the key dimensions to con-
sider when you start making your data 
speak:

1. Data warehousing: This is an essen-
tial consideration of your data man-
agement process. Where will you as-
semble all the relevant data and how 
will you create a dynamic environ-
ment to integrate new data points in 
the future?

2. Data Mapping: Maps are essential 
to structure your underlying data-
bases and to establish critical data 
hierarchies. These maps will reflect 
your overall data architecture.

3. Data Relationships: Data sets or 
blocks will be connected based on 
specific relationships. As with rela-
tional databases, multidimensional 
datasets will evolve in many ways 
and at multiple points in time. Data 

relationships will make the whole 
data dynamically connected and 
up-to-date.

4. Assumptions: As you start leverag-
ing your data through mining, you 
will have to keep a log of your as-
sumptions to make sure they are 
constantly documented in case you 
are asked to justify your findings or 
discoveries.

5. Hypotheses: Equally important for 
your data mining exercises is to es-
tablish relevant hypotheses to be 
tested in the future. Both assump-
tions and hypotheses are critical ele-
ments of data intelligence language. 
Your data is going to start talking 
back to you and sending you mes-
sages that need to be contextualized 
based on assumptions and hypoth-
eses.

The team experts in charge of your data 
management process have to work on all 
of these dimensions very carefully. Each 
dimension has to fit well in the overall 
project vision and have to be driven by 
the desire to create value for the busi-
ness. Proper documentation and discus-
sions are required to avoid some of the 
most common pitfalls of a holistic data 
management: generous connections, 
over-simplifications, inappropriate inter-
pretations, hidden agendas, over-stated 

conclusions. You cannot cut corners and 
take any shortcuts. Business leaders have 
to remain involved in the process at this 
stage to encourage teams, to support the 
need for transparency and clarity, and to 
make sure that all that work is done to 
make better decisions and create value. 

Too often, these data management proj-
ects are “taken hostage” by technical 
people who loses focus on value. Lever-
aging your data means creating a process 
to make better business decisions and to 
generate greater performance. Never lose 
focus of that essential goal.

Conclusions
Data, whether small, medium or big, are 
available in your organization. Do not 
rush to acquire more of it. Build a strong 
analytical foundation based on what you 
have and start mining. Spend a lot of 
time mapping your current pockets of 
data, preparing it for analysis, and con-
necting data sets. It is worthwhile de-
laying the process of starting with your 
analytics in order to prepare, clean, or-
ganize and connect your data sets. Even 
better, you can design a data architecture 
that resides in one centralized data ware-
house. There is no magic trick in the area 
of data preparation. There is a need to be 
strategic, to be disciplined, and to be pa-
tient until you reach the “sweet spot.”
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Connecting, Mining, and Leveraging Your Data 

Your data is identified, prepared and extracted. While these are critical and challenging steps of the 
process, you have not yet moved into true data management. Your organization and team are ready to 
start connecting, mining, and leveraging the data to create intelligence. 
 
Data intelligence is defined by Techopedia as: 
 
“Data intelligence is the analysis of various forms of data in such a way that it can be used by companies 
to expand their services or investments. Data intelligence can also refer to companies’ use of internal 
data to analyze their own operations to make better decisions into the future. Business performance, 
data mining, online analytics, and event processing are all types of data that companies gather and use 
for data intelligence purposes”. 
 
Data by itself has very little intelligence. You have to start mining it by creating an environment and a 
place where data can be hosted and connected through relevant languages and relationships.  
 
Here are eight dimensions to consider when you start making your data speak: 
 

 
1) Data warehousing: This is an essential consideration of your data management process. Where 

will you assemble all the relevant data and how will you create a dynamic environment to 
integrate new data points in the future? 

2) Data Mapping: Maps are essential to structure your underlying databases and to establish 
critical data hierarchies. These maps will reflect your overall data architecture. 

3) Data Relationships: Data sets or blocks will be connected based on specific relationships. As 
with relational databases, multidimensional datasets will evolve in many ways and at multiple 
points in time. Data relationships will make the whole data dynamically connected and up‐to‐
date. 

http://www.pricingsociety.com
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Figure 1: Expected promotion pressure based on market conditions
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In today’s competitive retail environ-
ment, promotions play a pivotal role 
in achieving the desired objectives 
for brands and categories for both 

manufacturers and retailers.

Promotions can represent 50% to 80% 
of a category’s sales volume. This leads 
to educated and ‘addicted’ consumers. 
They know exactly what and when to 
buy in promotion. Although promotions 
can result in increased sales volumes, ex-
cessive promotions have been proven to 
hurt manufacturers’ and retailers’ bot-
tom lines. Experience shows that addi-
tional sales often do not compensate for 

all the promotional costs that come with 
them. So, instead of increasing the fre-
quency and depth of promotions, manu-
facturers and retailers should go back to 
healthy levels of promotional pressure 
by developing a clear long-term promo-
tion strategy. A clear promotion strategy 
will lead to higher promotion effective-
ness and minimalizing unprofitable pro-
motions, increasing bottom-line profits. 
However, such a strategy requires a care-
ful implementation to minimize short 
term loss.

Promotions concern both manufacturers 
and retailers. Manufacturers that leave 
promotions completely up to their re-
sellers are risking their long-term brand 
image. Although retailers have pric-
ing freedom, manufacturers can advise 
and incentivize on promotions of their 
brands. Typically, manufacturers that 
have a clear promotion strategy and in-
depth insights into promotional effects 
are more likely to be followed by retail-
ers.

In this paper, we distinguish 4 steps to 
develop effective promotions:

1. Define your promotion objectives

2. Determine the right promotion de-
sign

3. Successfully execute and track pro-
motion data

4. Evaluate and optimize your promo-
tion strategy

1. Define your  
promotion objectives
Setting up a promotion strategy is not 
easy and is dependent on both internal 
decisions and external influences. In-
ternal decisions include the corporate, 
category and brand strategy. To give an 
example, the brand strategy of a price 
fighter implies low promotion pres-
sure since the pricing strategy is focused 
on everyday low prices (EDLP). It also 
works the other way around; for a pre-

3

However, there are external factors such as market conditions that influence 
your promotion landscape and therefore your promotion strategy. For ex-
ample, if you are in a growing market with low competitive pressure, promo-
tions are not necessary to drive volumes and profits. On the other hand, in 
mature markets where competition is high, frequent and deep promotions 
are often crucial to gain or defend market share. The relation between these 
external factors and promotion pressure is illustrated in figure 1.

To develop effective promotions, manufacturers and retailers should clearly 
define what they want to achieve with their promotions. These objectives 
can differ by category, brand, product or even by promotion and can be either 
tactical or strategic. Tactical objectives are often short term oriented such as 
gaining market share, introducing a new product or decreasing stock. Ad-
ditionally, these tactical objectives are aimed at achieving a brand switch 
(manufacturer’s interest) or a retailer switch (retailer’s interest). In contrast, 
strategic objectives are aimed at long term growth of the category as a whole, 
which is in the joint interest of both manufacturers as retailers. Figure 2 re-
presents an overview of tactical and strategic objective examples. 

Figure 1
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mium or luxury brand, too frequent and/
or too deep promotions will hurt your 
price-value image. Therefore, the starting 
point for defining promotion objectives 
is aligning your overall strategy with 
your promotion strategy.

However, there are external factors such 
as market conditions that influence your 
promotion landscape and therefore your 
promotion strategy. For example, if you 
are in a growing market with low com-
petitive pressure, promotions are not 
necessary to drive volumes and profits. 

On the other hand, in mature markets 
where competition is high, frequent and 
deep promotions are often crucial to gain 
or defend market share. The relationship 
between these external factors and pro-
motion pressure is illustrated in Figure 1.

To develop effective promotions, man-
ufacturers and retailers should clearly 
define what they want to achieve with 
their promotions. These objectives can 
differ by category, brand, product or 
even by promotion and can be either tac-
tical or strategic. Tactical objectives are 
often short term oriented such as gaining 
market share, introducing a new product 
or decreasing stock. 

Additionally, these tactical objectives are 
aimed at achieving a brand switch (man-
ufacturer’s interest) or a retailer switch 
(retailer’s interest). In contrast, strategic 
objectives are aimed at long term growth 
of the category as a whole, which is in 
the joint interest of both manufacturers 

and retailers. Figure 2 represents an over-
view of tactical and strategic objective 
examples.

2. Determine the  
right promotion design
In achieving promotional objectives, de-
termining the most optimal promotion 
design is essential. Designing promotions 
concerns choosing the right promotion 
characteristics and supporting elements 
(see Figure 3).

Promotion characteristics should be driv-
en by the purpose of the promotion. Ex-
perience shows that certain promotion 
mechanisms are especially effective to 
drive penetration, such as single buy 
discounts with 50% off, whereas other 
promotion mechanisms are mainly to 
drive volumes, like 2+1 or second half 
price. Supporting elements are factors 

that can influence the success of a pro-
motion, however are not always possible 
to influence yourself. For example, pro-
motions of garden furniture will gener-
ate higher volumes in summer than in 
winter, and could be even higher if these 
promotions are also accompanied by a 
radio spot.

Defining the right objectives for your 
promotions in certain segments and 
brands in combination with the right 
promotion design is a big challenge for 
manufacturers and retailers in the con-
sumer industry. Therefore, designing the 
right elements of a promotion strategy 
should always be supported by analytics. 

Analytics give for example insight in 
which mechanisms work best for which 
products, if above the line communica-
tion is worth the investment and which 
depth is optimal. The analytics needed 
are based on historical data analyses, 
field research, market research and in-
store tests.

3. Successfully execute and 
track promotion data
A good promotion is just as good as its 
execution. Manufacturers and retailers 
can maximize in-store activation mainly 
by ensuring second placement for pro-
motion products and drawing consum-
ers’ attention with the right point of sales 
materials.

4

2. Determine the right promotion design
In achieving promotional objectives, determining the most optimal promo-
tion design is essential. Designing promotions concerns choosing the right 
promotion characteristics and supporting elements (see figure 3). 

Promotion characteristics should be driven by the purpose of the promotion. 
Experience shows that certain promotion mechanisms are especially effec-
tive to drive penetration, such as single buy discounts with 50% off, where- 
as other promotion mechanisms are mainly to drive volumes, like 2+1 or 
second half price. Supporting elements are factors that can influence the  
success of a promotion, however are not always possible to influence your-
self. For example, promotions of garden furniture will generate higher vo- 
lumes in summer than in winter, and could be even higher if these promo-
tions are also accompanied by a radio spot.

Examples of tactical and strategic promotion objectives

Figure 2

Tactical objectives Strategic objectives
Gain market share Improve price image
Defend market share Increase buying frequency
Penetration Increase value spent
Increase short term volume Increase cross-sell
Introduce new product Increase profits
Reduce stock
Optimize capacity usage

Figure 3

Promotion characteristics Supporting elements
Products/ranges Season/weather/holidays*
Depth (discount %) Competitor promotions* 
Duration Above-the-line marketing (e.g. tv, radio)
Frequency Folder/web placement
Mechanism (e.g. 2+1) In-store activation (e.g. gondola)

Promotion design elements

* Elements that can support promotions, but can’t be influenced

Figure 2

4

2. Determine the right promotion design
In achieving promotional objectives, determining the most optimal promo-
tion design is essential. Designing promotions concerns choosing the right 
promotion characteristics and supporting elements (see figure 3). 

Promotion characteristics should be driven by the purpose of the promotion. 
Experience shows that certain promotion mechanisms are especially effec-
tive to drive penetration, such as single buy discounts with 50% off, where- 
as other promotion mechanisms are mainly to drive volumes, like 2+1 or 
second half price. Supporting elements are factors that can influence the  
success of a promotion, however are not always possible to influence your-
self. For example, promotions of garden furniture will generate higher vo- 
lumes in summer than in winter, and could be even higher if these promo-
tions are also accompanied by a radio spot.

Examples of tactical and strategic promotion objectives

Figure 2

Tactical objectives Strategic objectives
Gain market share Improve price image
Defend market share Increase buying frequency
Penetration Increase value spent
Increase short term volume Increase cross-sell
Introduce new product Increase profits
Reduce stock
Optimize capacity usage

Figure 3

Promotion characteristics Supporting elements
Products/ranges Season/weather/holidays*
Depth (discount %) Competitor promotions* 
Duration Above-the-line marketing (e.g. tv, radio)
Frequency Folder/web placement
Mechanism (e.g. 2+1) In-store activation (e.g. gondola)

Promotion design elements

* Elements that can support promotions, but can’t be influenced

Figure 3

http://www.pricingsociety.com


 PRICING ADVISORThe

www.pr ic ingsociety.comA Professional  Pr ic ing Society Publ icat ion

3535 Roswell Road, Suite 59 
Marietta, GA 30062 
770-509-9933

February 2018 7

Often only 20-50% of the total promotional volume is 
truly incremental, meaning that the retailer would not 
have sold those units had they not run the promotion.

Systematic tracking of the in-
store execution and design of 
promotions is essential in be-
ing able to derive conclusions 
about the effectiveness of the 
promotion. For example, if the 
mechanism of a promotion is 
not tracked, it is impossible to 
see which mechanism works 
best to achieve a certain objec-
tive.

In general, there are three 
types of historical promotion-
al data that should be gath-
ered:

I. All characteristics of the 
promotion to gain insights in 
the effectiveness of individu-
al design elements.

II. Sell in and/or sell out data 
to determine incremental 
sales volume. 

III. Promotional costs to determine 
the return on investment.

However, tracking promotions in a com-
prehensive way seems to be a big chal-
lenge for most manufacturers and retail-
ers. Different kinds of information are 
needed, which are often scattered around 
the organization and owned by different 
people. 

In addition, data quality is often poor 
with for example external transaction 
data that is not complete, or accumu-
lated promotional costs that cannot be 
allocated to specific promotions. Organi-
zations therefore should have a system or 
tool in place that brings all this together 
in order to be able to evaluate individual 
promotions, preferably owned by a pro-
motion manager that can monitor the 
process.

4. Evaluate and optimize 
your promotion strategy
In order to optimize the promotion strat-
egy, promotions should continuously be 
evaluated on their effectiveness. Whether 
or not a promotion has been effective 
depends on the predefined objective. If 
the objective of promotions on a spe-
cific brand was to gain market share, the 
promotion could be effective if twice as 
many products were sold as normally. 

However, if the objective was to grow a 
brand in terms of profits, the promotion 
has only been effective if the incremental 
margin of these extra volumes outweighs 
all the invested promotion costs.

A best-in-class promotion evaluation 
will always consider promotional ef-
fects and measure on incremental vol-
umes or margins.

Often only 20-50% of the total pro-
motional volume is truly incremental, 
meaning that the retailer would not have 
sold those units had they not run the 
promotion. For that reason, it is very im-
portant to understand the promotional 
effects (see Figure 4) and how to include 
them in the promotion evaluation.

Positive effects on incremental volumes 
include: 1) new buyers that otherwise 
would not have bought the product or 
consumers that buy more products than 
they otherwise would have (category in-
cremental) and 2) ‘switchers’ who other-
wise would have bought a competitor’s 
product. 

Negative effects on incremental vol-
umes are: 1) consumers that would have 
bought the product anyway (subsidized 
base), 2) consumers who anticipate on 
the promotion and wait until the dis-
count period or that stock discounted 
products which they otherwise would 
have bought for full price (forward buy-
ing), and 3) consumers that buy the pro-
moted product instead of the same prod-
uct at another retailer or another of your 
products at full price (cannibalization).
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effective if twice as much products were sold as normally. However, if the 
objective was to grow a brand in terms of profits, the promotion has only 
been effective if the incremental margin of these extra volumes outweighs all 
the invested promotion costs.

A best-in-class promotion evaluation will always consider promotional  
effects and measure on incremental volumes or margins. 

We have seen that often only 20 - 50% of the total promotional volume is 
truly incremental, meaning that the retailer would not have sold those units 
had they not ran the promotion. For that reason, it is very important to under-
stand the promotional effects (see figure 4) and how to include them in the 
promotion evaluation.

Positive effects on incremental volumes include: 1) new buyers that other-
wise would not have bought the product or consumers that buy more pro-
ducts than they otherwise would have (category incremental) and 2) ‘switchers’ 
who otherwise would have bought a competitor’s product. Negative effects 
on incremental volumes are: 1) consumers that would have bought the 
product anyway (subsidized base), 2) consumers who anticipate on the pro-
motion and wait until the discount period or that stock discounted products 
which they otherwise would have bought for full price (forward buying), and 
3) consumer that buy the promoted product instead of the same product at 
another retailer or another of your products at full price (cannibalization).

Figure 4

Promotional effects on incremental volumes
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When evaluating promotions on their 
profitability, the profit that is gained 
by the incremental sales should be held 
against all the direct and indirect costs 
that were spent on the promotion (see 
Figure 5) for examples of promotion 
costs). Companies should always con-
sider if the promotion was more effective 
than a “do nothing scenario.”

Once insights on the effectiveness of 
promotions are obtained, they can feed a 
fact-based promotion strategy. Best-prac-
tices should directly be translated into 
actions whereas promotions that don’t 
contribute to the company, brand or pro-
motion goals need to be excluded. 

Therefore, promotions need to be evalu-
ated on predefined objectives, for which 
measurement can be done in different 
ways. Nevertheless, while deriving in-
sights based on analytics, it is always im-
portant to isolate promotions from ex-
ternal and non-influencable factors (e.g. 
execution issues by retailers, bad weath-

er for seasonal products, etc.) to avoid 
wrong conclusions.

Conclusions and Outlook
In today’s fast-paced and dynamic con-
sumer goods industry, promotions can 
play a pivotal role for both manufactur-
ers and retailers in achieving the desired 
objectives for brands and categories. 
However, due to its complexity, orga-
nizations often still lack a sophisticated 
promotion strategy that is fed by fact-

based analytics. We suggest that manu-
facturers and retailers should develop an 
effective promotion strategy by defining 
their objectives, determining the right 
promotion design, successfully execut-
ing, systematically tracking promotion 
details and continuously analyzing the 
effectiveness of promotions in order 
to optimize the strategy. In this way, a 
strong promotion strategy will improve 
bottom-line profits in the long-term.

7

When evaluating promotions on their profitability, the profit that is gained by 
the incremental sales should be held against all the direct and indirect costs 
that were spend on the promotion (see figure 5 for examples of promotion 
costs an overview). Companies should always consider if the promotion was 
more effective than a “do nothing scenario”.

Once insights on the effectiveness of promotions are obtained, they can 
feed a fact-based promotion strategy. Best-practices should directly be 
translated into actions whereas promotions that don’t contribute to the com-
pany, brand or promotion goals need to be excluded. Therefore, promotions 
need to be evaluated on predefined objectives, for which measurement can 
be done in different ways. Nevertheless, while deriving insights based on 
analytics, it is always important to isolate promotions from external and 
non-influencable factors (e.g. execution issues by retailers, bad weather for 
seasonal products, etc.) to avoid wrong conclusions.

Figure 5

Promotion discount Explanation
Advertisement costs Discount loss for all units sold in the promotion

Consumer costs 
Costs of all promotion advertisement such as folders,  
radio, TV, banners etc. 

Point-of-sales costs
Costs that are directly transferred to consumers, 
such as vouchers and free give-away products
Costs for in-store materials such as displays, 
second placement etc. 

Examples of promotion costs

5. Conclusions and Outlook
In today’s fast-paced and dynamic consumer goods industry, promotions 
can play a pivotal role for both manufacturers as retailers in achieving the 
desired objectives for brands and categories. However, due to its complexity, 
organizations often still lack a sophisticated promotion strategy that is fed by 
fact-based analytics. We suggest manufacturers and retailers to develop an 
effective promotion strategy by defining their objectives, determining the 
right promotion design, successfully executing, systematically track promo-
tion details and continuously analyze the effectiveness of promotions in  
order to optimize the strategy. In this way, a strong promotion strategy will 
improve bottom-line profits in the long-term.

Figure 5
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The Impossible Trinity of 
Modern Pricing

In this article, the author explores the 

‘impossible trinity’ in pricing, which 

has to do with the three key features 

aphorism (good quality, nice look and 

low price), and how this trinity relates 

to customer price perception. Author 
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Sierra, Bolivia on Tuesday, January 

23, 2018.

The impossible trinity is a dis-
pute of the international econ-
omy where a country can si-
multaneously choose any two, 

but not the three public policy objec-
tives: monetary independence, exchange 
rate stability and financial integration 
(Aizenman, J. 2011).

Similarly, in pricing there is an ‘impos-
sible trinity’ which has to do with the 
three key features aphorism (good qual-
ity, nice look and low price); it can be 

good and cheap, odd shape; or nice and 
cheap, low quality, so that in a selective 
way the consumer will only choose al-
ternately two of them according to the 
attributes that he or she values the good 
or service, within the framework of their 
preferences and possibilities. Or do you 
find a Rolex for the price of a Casio 
watch?

In the valuation of attributes, the aca-
demic reference is the hedonic pricing 
theory. That is, a partial equilibrium of 
intrinsic prices with respect to the char-
acteristics that the consumer evaluates, 
so it can explain the value of a good as 
a group of attributes with individual 
weights and consequently implicit de-
mands (Rosen, S. 1974), aspects that tra-
ditionally derive from econometric mod-
els, although they can also be analyzed 
by means of qualitative methodologies 
(Hurwich, M. 2013).

Communication, emotion 
and action are the three ways 
to modify the consumer’s 
propensity towards a certain 
good or service, in order to 
build a relationship of trust 
that strengthens his or her 
loyalty (Arellano, R. 2008). 
But this loyalty must be un-
derstood not only towards a 
product or service, or a brand, 
but also towards an experience 
in its broadest sense.

In the markets, prices are by 
default the variable that deter-
mines the transactional agree-
ment. 

In the labor market there is 
the salary, in the financial one 
there is the interest rate, in the foreign 
exchange rate there is the exchange rate, 

in the retail sector the commission, etc. 
to name a few that by their nature, have 
some degree of intervention from the 
corresponding government authority.

But what happens to goods or services 
when the pricing system is contaminated 
with ‘subjective qualifiers’ (e.g.’ fair’)? 
Price control generally leads to inefficien-
cies that, with different degrees, lead to 
shortages (Krugman, P. 2007, e.g. taxis 
and apartments in New York City). 

In the price control system introduced 
in Venezuela (2003), the shortage was 
around 5%. Ten years later, the Cen-
tral Bank of Venezuela reported 22% in 
its last official report and, according to 
unofficial sources, the shortage reached 
41% in 2016 (El Nacional, 14/04/16).

A consumer exposed his ‘complaint’ 
about buying an ‘expensive’ product. The 

advice was: cross the street, you are free 
to choose (another store).

Price control generally leads to 
inefficiencies that, with different 
degrees, lead to shortages ... 
e.g. taxis and apartments in 
New York City.

http://www.pricingsociety.com
mailto:hugo.barbery%40gmail?subject=

