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ABSTRACT

FMCG manufacturers play a significant role in thenan economy. They are major
employers of the Kenyan population and thereforgulaject of interest from various
stakeholders. The changing global environment Bdstd more competition, increased
product choice, increased customer demand, loweegand product innovation. Due to
changes in the market place, companies must coffe the dynamic environment in
order to survive. The manufacturing sector is ctier&zed by several players, increased
competition, regulatory changes, changing conswstyes and expectations, availability
of a wide variety of substitutes, shorter distribntchannels as manufacturers gain direct
access to most markets. According to Internatidvatketing Research (2005), major
multinationals dealing with fast moving consumepnd® have established operations in
Kenya. This research was aimed at gaining insigtitswhat sales promotion practices
these manufacturers have adopted in the face fbfcstnpletion; and the relationship
between these sales promotion practices and safésmpance among the Fast Moving
Consumer Goods Manufacturers in Nairobi, Kenya. $hely was aimed at helping
marketers in clarifying the concepts relating torkeéing communication, promotion
mix, sales promotion and strategies relating tessgromotion. The study revealed that
the main Sales Promotion techniques include: Cosipprice-off deals, Bonus Packs,
Premiums, price completion and sweepstakes in tindér. These were the major
contributors to the various sales performance tesilthe companies that were put under
study. The study found that sales promotion prastipositively affect the sales
performance among FMCGs manufacturers in Nairobiny&. There is need to invest in
new sales promotion practices with emergence of te@mhnologies so as to meet this
expectation, as it was found that there was a ipesitelationship between sales
promotion practice and sales performance among F81@@nufacturers in Nairobi,
Kenya. There is need for FMCGs manufacturers imdldg Kenya to invest in market
survey as this will help them in coming up with esalpromotion practices that are
acceptable, accessible, ethically sound, have ativmserceived impact, relevant,
appropriate, innovative, efficient, sustainable esylicable.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Globalization is a powerful real aspect of the nveeovld system that represents one of the
most influential forces in determining the futurucse of the planet (Paisecki, 2004). It
has had significant impact on all economies ofvibed with major effects on efficiency,
productivity and competitiveness (Intriligator, 200Globalization and liberalization of
world economies has intensified competition througldespread use of computers,
faxes, mobile phones, introduction of the interaed e-commerce (Hewett, 2002).
Globalization of companies is continually growing response to the changing
environment of international trade. This accelaatrend is a result of global consumer
convenience in social economic, demographic charatts, habits and culture

(Intriligator, 2001).

The changing global environment has led to morepaidition, increased product choice,
increased customer demand, lower prices, prodacwetion and information technology
(Johnson & Scholes, 2001). According to Kotler @0@onsumers have become more
educated and informed more than ever before ashitnes the tools to verify companies’
claims and seek out superior alternatives. Compafaee intense competition from
domestic and foreign brands which is resultingiging promotion cost and shrinking
profit margins. Due to changes in the market plaa®mpanies must cope with the

dynamic environment in order to survive (Adcoclaet2001).



Due to intense global competition most organizati@ve adopted various strategies
aimed at achieving a sustainable competitive adwggmtThese strategies range from
improvement in product or services, acquisitionrgees, strategic alliances, partnerships
and downsizing to survive (Hewett, 2002). Many aigations now consider the pursuit
of global strategies as offering distinct bendfitg€ost reduction, improved quality, better
ability to meet costumer needs and increased cotiwpelieverage (Johnson & Scholes,
2001). According to Yoshino and Rangan (1995), girmust constantly innovate to forge
ahead of rivals; they must develop new capabiliiesareas such as technology
development, manufacturing processes, marketing dsttibution in order to gain

competitive advantage. In a competitive environmt first priority of an organization

should be to reach its customers effectively (Ghard, 1972).

1.1.1 Concept of Sales Promotion

Sales promotion is defined as a “diverse collectbmcentive tools, mostly, short term
designed to stimulate quicker and/or greater pweltd particular products/services by
consumers” (Kotler, 1998). The International ChamdfeCommerce (ICC) defines sales
promotion as, "Marketing devices and techniqueschviare used to make goods and
services more attractive by providing some addaidienefit, whether in cash or in kind,
or the expectation of such a benefit ". (Boddewgd &eardi, 1989) Smith (1998) has
described that there are three main categorieofC8nsumer promotions (premiums,
gifts, competitions and prizes, e.g. on the backbofakfast cereal boxes), Trade
promotions (point-of-sale materials, free pens apdcial terms, diaries, competition
prizes, et cetera), Sales force promotions inclydntentive and motivation schemes.

This is a particularly important marketing activity fast moving consumer goods which
2



represent majority of manufacturers’ marketing idgmounting to 16 per cent of their
revenues (Canondale Associates, 2001). It actscasngetitive weapon by providing an
extra incentive for the target audience to purclmassaipport one brand over another. It is

effective in spurring product trial and unplannenighases (Aderemi, 2003)

The oldest most widely used sales promotion totthéscent-off coupon which has been
around since 1895 when C.W. Post began using pefirgeupon to sell Grape Nuts.
Proctor and Gamble began using coupons in 1920anéat goods for discounts or buy-
one-get-one free deals. Another classic promotideoal is the premium offer, which
dates back to 1912 when Cracker Jack began offéargize in every box.” Over the
years marketers have found creative ways to prostaessumers with an extra incentive
to purchase their brands. The success of thesegtimm has had a major impact on
consumers throughout the years and also has r@suitesimilar programs being

developed by competitors (History of Sales Pronmtienglish Articles, July 2011)

Sales promotions are comparatively easy to appig, are likely to have abrupt and
considerable effect on the volume of sales (Harsss@®arsons and Schultz 2001).
Resultantly, according to Currim and Scheinder 39¢he finances of companies
regarding the marketing increase constantly. Rekeaynducted by Ailawadi and Neslin
(1998) had revealed that consumer promotions affectconsumers to purchase larger
amount and consume it faster; causing an increasales and ultimately profitability.
Throughout the world, consumer sales promotionsaaretegral part of the marketing

mix for many consumer products. Marketing managess price-oriented promotions



such as coupons, rebates, and price discountsitease sales and market share, entice
trial, and encourage brand switching. Non-price npytons such as sweepstakes,
frequent user clubs, and premiums add excitemendt \aue to brands and may
encourage brand loyalty (Aaker 1991; Shea, 1996).atldition, consumers like
promotions. They provide utilitarian benefits suaf monetary savings, added value,
increased quality, and convenience, as well asmedmenefits such as entertainment,

exploration, and self-expression (Chandon, Lauimd, Wansink, 1997)

1.1.2 Concept of Sales Performance

Achieving greater sale performance is foremostt@nrinds of both sales leaders and
finance executives. In today’s business environmangianizations that rely on poor data
to make key sales performance decisions, risk bewgrtaken by the competition.

Indeed, managing sale performance is evolving faamart of science. One leading
industry analyst estimates that companies may expsx as much as 10 per cent in lost

revenue from misaligned territories, quotas andssplans.

Sales performance is used to determine the abiliysales person to close the deal with
the company and meet set performance goals aneditby the company or business.
Sales performance can also indicate the rate dbmes loyalty to the business or a
specific employee. Customer loyalty refers to congs who regularly purchase products
from the business and refer other customers tcstiie. Enhancing sales performance

can automatically enhance the number of loyal custs.



1.1.3 Fast Moving Consumer Goods
Vikapia (2005) states that major Fast Moving Consugoods in Kenya consists of food

as well as non food items like; Health drinks, Bits, Chocolates, Aerated drinks,
napkins, toiletries and hair care sanitary. Acaogdito Perpetuity Research &
Consultancy International (2004), fast moving consu goods is used by those
connected with retailing to describe price sensifoods that are packaged and branded,
consumables and for mass use. The report furtlessthat, fast moving consumer
goods are convenience products that are typicaltglased on a regular basis such as

toiletries and detergents.

A subset of FMCGs is Fast Moving Consumer Elect®nwhich include innovative
electronic products such as mobile phones, MP3eptaydigital cameras, Global
Positioning Systems (GPS) and Laptops. Every faspgnds a large portion of monthly
budget on FMCG products. Contribution of FMCG secto every economy is
significant. Now, due to globalization, every econpois facing tough competition.
Entries of MNCs and cheaper import have made thatson more difficult. To carry out
the business in this sector has become very diffiEwery company has to spend a large

portion of their budget on promotional efforts.

Griswold et al (2007) argues that fast moving comsiugoods retailers must invest in key
process and technology areas to become demandndawed stay relevant in a
hypercompetitive environment. While FMCG retailars evolving to meet the need s of

consumers, they lack maturity in some key technokgd business process capabilities.



The key to survival is the ability to engage inidapnd relentless continuous change to

deliver customer value, especially by developing peoducts (IMR, 2004).

1.1.4 Manufacturers of Fast Moving Consumer GoodshiKenya

According to Unilever data monitor magazine (2008ye to liberalization, the
manufacturing sector is characterized by severaygsk, increased competition,
regulatory changes, changing consumers styles gpecttions, availability of a wide
variety of substitutes, shorter distribution chdsres manufacturers gain direct access to
most markets, increased costs of advertising asttilglition outlets demand higher
rebates. The industry faces increased competitmmn fmported substitutes both in price
and quality (Bello, et al, 2002). According to thmilever Data Monitor magazine
(2005), Unilever Company has suffered setbacksusecaf its inability to cope with
increased competitiveness in key markets. For elgrpir care products in the US and
Japan suffered decline in sales and volumes asuét md intense competition. Declining
prices coupled with rising demand for discountsrirthe trade patners put pressure on
margins. The magazine further states that in samerging markets, Unilever is losing
the price advantage it once had and enjoyed in hantk personal care products to

companies such as Reckitt and Benckiser and PraatetGamble.

According to International Marketing Research (2008%ajor multinationals dealing
with fast moving consumer goods have establisheeradions in Kenya as foreign
companies or joint venture with Kenyan shareholdogupply the domestic neighboring
markets. These include Nestle, Unilever, Cadbungascola and Wrigley. International

Market Research (2005) further states that food laemerages make up over half of
6



Kenya's export mainly to the neighboring countriésaditional suppliers from European

Union are the main source of Kenya imports suppglywer 32 per cent of the FMCGs.

FMCG manufacturers’ use push and pull strategiesfloence wholesalers and retailers
to stock their products thus pushing the producbugh the channel to the final
consumer. They may offer intermediaries higher mmargor carrying a particular
product, allowances for retail advertising, quantiscounts, contests and bonuses to
reward retailers and wholesalers for higher salestore promotions and displays to

make it easier for the retailer to sell a prodédasael, 2003)

1.2 Statement of the Problem

FMCG manufacturers play a significant role in thenan economy. They are major
employers of the Kenyan population. Central BureduStatistics estimates (2000)
indicate that in the year 1999 the entire Kenyamurfecturing sector employed 3.7
million individuals equivalent to 68 per cent of pérsons engaged in the economy. The
Manufacturing sector also generates revenues fer ghvernment. According to
Soderbom (2001), the Kenyan manufacturing sectoowads for 11 per cent of the Gross

Domestic Product.

The manufacturers of FMCG in Kenya also face stifnpetition. According to Paisecki

(2005), when the Kenyan economy was liberalizedhm early 1990’s, several major
industries that had operated as monopolies sudaame face to face with unexpected
competition. Currently there are many players ie tharket which has resulted to

reductions of the market shares of companies alsasgbrofits (McCarthy et al, 1996).
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There is pressure on manufacturers to ensurehbgtget their product mix right or risk
losing market share (Soderbom, 2001). Accordingvii@ (2004), before there was more
pull on the consumer side than push from the matwfer's side but today the reverse is
the case. The customer now has a choice (Shna8@#d,),1therefore the need for
manufacturers and retailers of FMCGs to embarkffattve sales promotion techniques

in order to improve sale performance on a long teasis.

A considerable body of research has examined tthgeirce of consumer personality
variables on responses to and preferences for usargales promotion techniques.
Wasonga, (2011) carried out research to determihat vinfluences the consumer
perception regarding the Kenyan FMCGs in East Afl@ommunity. The study found

out that the consumers pay close attention to tyuatid price and they felt that the goods
from Kenya are of high quality. Kagure (2010) didresearch on the analysis of
evaluating sales promotion effectiveness in thé fasving consumer goods industry in
Kenya. The objective was to establish how firm®adted marketing budgets, what
objectives they sought to achieve through salemption as well as whether and how
these firms in Kenya evaluated the effectivenessadés promotion as a marketing
strategy and the challenges faced in the procdssniost important conclusion was that,
while all companies claimed to be evaluating tfeaiveness of their sales promotion,
the evaluation seemed superficial or less thanctibgowing to the fact that majority did

not have well established tools or systems to cantyadequate detailed analysis. This
was partly due to what was highlighted as the lsggballenge — the unavailability of

accurate and reliable trade and consumer datah&néihding from the study was that a



big proportion (89%) of all FMCG companies engagesales promotions. A conclusion
deduced from this finding was that the firms acklesged the importance of, and

actually carried out sales promotions regularlpas of their marketing strategy.

From the above studies it is evident that all trenafacturers of FMCGS engaged in
sales promotion but it is not clear which kindssafes promotions they engage in and
how these sales promotion methods are tied to Yezath sales performance of the
company in terms of returns. The research questiothis study is to find out the

following; which kinds of sales promotion methods EMCGs manufacturers in Kenya
engage in? How do these methods influence salésrpamce of the company in terms

of financial returns and customer base?

1.3 Objective of the Study
I.  To determine the sales promotion practices usdeM@Gs in Nairobi, Kenya.

ii. To determine the relationship between sales pramopractices and sales

performance among FMCGs manufacturers in Nairobnya.

1.4 Value of the Study

The study will assist marketers in clarifying thencepts relating to marketing
communication, promotion mix, sales promotion, tefgees relating to sales promotion,
impact of sales promotion strategy on sales, peofit profitability of companies, market

share and goodwill of the companies.



The FMCG manufacturing companies and retailers matement the suggestions for
improvement of sales performance towards achiesalgs targets as they will be in a
position to understand the importance of sales ptimm practices and their influence on

sale performance.

To the researchers, the study will assist futuseaechers and scholars in conducting

further research and for reference purposes.

Furthermore, marketing has long known that buyiagislon depends largely on reason
for an action. The consumers of product set goatktame to achieve it by making a
decision in the market place. Any marketer, whadfege wants to satisfy consumers
profitably, and therefore retain the consumersituate towards the buying of their
products and not just trying to force the prodwmtsthe consumers will find the study
useful. The study is therefore based on the sehae its findings will assists in
formulating effective marketing mix such as salesnpotion for their products with the

aim of improving sales volume and market share.

To the Government, it is important to know how thesompanies generate their
revenues, the legality of the products being solddnsumers and the government also
gets to learn new promotion techniques for theebmtent of the local industries. This

research will also ensure that the competition agrtbase firms is healthy and legal.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter covers an analysis of previous rebearon sales promotion concept and
reviews the relationship between sales promotiah sales performance in detail. The
chapter aims at correlating the two concepts, andrganized as follows: Section 2.2
reviews the theoretical background of the studyctiSe 2.3 describes the concept of
sales promotion with a further review on sales gtiom objectives, sales promotion and
marketing communications and sales promotion metlasdong FMCG manufacturers.

Section 2.4 reviews the concept of sales performavritle section 2.5 provides a review

on therelationship between Sales Promotion and Salesifgahce.

2.2 Theoretical Background of the Study

The perspective underlying many of the differersiesech orientations used in a number
of different media research contexts is charactdrizy the adoption, often implicit, of a
simplified model of the communication process dagvfrom information theory
(Shannon & Weaver 1949), which is one of the madely known models. According to
this model, the transmission of a message is alsgjrtipear and unidirectional process:
there is a source which codifies information in fbem of a signal and transmits it by
means of a channel to the other end, where itésdied. It is, then, a model in which
communication is described as a transmission psoites a transmitter to a receiver by
means of codification and decodification of theomfation itself where subjects are

considered as passive recipients of messages.lateshinto a linguistic model according

11



to Jacobson (1963), the communication process ogttan this way could include the
following elements: transmitter, message, receis@nfext, code and channel.

According to Ghiglione (1988), the subjects argarded here as ideal, transparent and
possessors of a common communication code. Theseaite the necessary conditions
for bringing about communication, which is undeestoas the transmission of

information.

Following this model, the first theories of massnoounication all tended to see the
public as an undifferentiated and substantiallyspa&sentity upon which it was possible
to exert direct influence. As Katz and Lazarsfel@55) noted, "the image of the mass-
communication process entertained by researcherbéan, firstly, one of 'an atomistic
mass' of millions of readers, listeners and mowerg, prepared to receive the message,;
and, secondly, every message [was considered] @diseet and powerful stimulus to
action that would elicit immediate response”. Friins model, which recalls in certain
ways the idea of the subject seen as a mere respoodstimuli emphasized in the
psychological field by the "first" behaviorism, tkeemerged the model proposed by
Lasswell (1927, 1935). Even if dated, it undoubteminstitutes a point of reference in
the area of mass-communication studies. The mddakecso-called five W's of Lasswell
(Who says, What, to Whom, through Which channethw\hat effect) went on to
constitute a scheme widely shared in descriptionsl analyses of the media

communication process.

In psychology, the experimental empirical appropobgressively focused attention on

the characteristics of each of the elements indudehe 5-Ws model, and then went on

12



to isolate, experimentally, the individual variablo as to analyze the way in which they
can intervene in the persuasion process. The studidovland and his research group at
Yale University (Hovland 1954; Lumsdaine & Sheffiel949; Hovland, Janis & Kelley
1953) represented the dominant paradigm for a lanmge. They considered the
complexity of variables which come into play in tredationship between transmitter,
recipient and message in the area of the study eséupsion (for example, the
characteristics of sources, messages, recipidmesydriables intervening between the
transmission and the reception of the message anohy The research of the Yale
School contributed to a reworking of Lasswell's elp@vhich attributed to the media the
more or less unlimited ability to influence publipinion, by emphasizing how the
effectiveness of messages varies with the varyigestain characteristics of the
recipients, and how the effects of mass commumatiepend essentially on the
interaction of these factors. These results coumteidb to supporting the idea that the direct
and intermediate effects of the means of mass canwaion on changing attitudes were
very weak. The ideas of Lasswell (1927; 1935) webard to the direct effects of the
means of mass information on the attitudes and\ehaf the public were gradually
abandoned because of an increasing interest irnvdhables which intervene in the
relationship between the message and the behavesabnse, e.g., selective perception,
the role of the cognitive structures of the regagvsubject and the social-demographical

characteristics of the audience.

The idea emerged that interpersonal relationship& la key role in the processes of
influence exerted by the means of communicationfabt, Katz (1959) presented the

hypothesis that the communication process may beritbed in terms of a two-step flow

13



of communication: the first step regards relativelgll-informed individuals (opinion
leaders) that, in the second step, not only sphefadmation to those individuals who
follow the media less assiduously, but who alsgbBupn interpretation of the content of
the message. In this sense, the opinion leadershaniciterpersonal relationships have a
mediating function of selection between the meahsnass communication and the
recipients of the messages transmitted by themshlort, the theories based on the
concept of selective attention place between tleevariables "stimulus" and "response”
three other kinds of variables: individual diffeces, social-cultural categories and social
relationships. This reworking of the model introdd a more complex view of media
communication, but it did not lead to any paradighift: basically, communication is
still regarded as a transmission process and @seantinues to be theoretically framed
by a (neo) positivist approach to measurement. IRedevelopment within mainstream

social psychology seems to follow the same trend.

The link between the mass-communication processeédhe characteristics of the social
context within which these take place became ckmtrathe sociological empirical
approach. Here, the audience is no longer consldese passive receptor with no link to
its social environment. In fact, it was emphasitieat individuals are reached by the
media through a filter of social bonds, i.e., di@mtmeanings and groups which constitute
a point of reference for social insertion and thevedlopment of identity. In this
perspective, Klapper (1960) proposed what was a¢dlie model of minimal (or limited)
effect: according to this approach, selectivensdsmked not so much to the individual's
psychological processes, as it is to the networkaafial relationships which constitute

the environment in which he lives and which forre tiroups to which he belongs. The
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audience began to be considered as a group oegmirsons which directs its attention to
whatever it considers interesting, and reinterptbsse messages in relation to pre-

existing knowledge and attitudes and this is whathanufacturers of FMCGs exploit.

2.3 The Concept of Sales Promotion

Every business organization reaches to the custothesugh their goods or services. To
sell the products to the customers a number ofitie are being performed. This is
called marketing and it is an important functionarkkting is the performance of
business activities that directs the flow of goaisl services from producer to the
customer. It is the activity that directs to satithe human needs through exchange
process. Marketing starts with the identificatidraspecific need of customers and ends
with satisfaction of that need. The customer isntbun the beginning and end of
marketing process. In marketing a large numberotiviies are performed. For easy
understanding these activities are divided in 4upsofor products and 7 groups for
services. These elements are product, price promgplacement for products and three
additional elements for services are process, peapt physical evidence. These are
called elements of marketing mix. Sales promot®wne of the elements of marketing

mix.

Sales promotion is defined as a “diverse collectbmcentive tools, mostly, short term
designed to stimulate quicker and/or greater pwetd particular products/services by
consumers” (Kotler, 1998). The International ChamifeCommerce (ICC) defines sales
promotion as, "Marketing devices and techniqueschviare used to make goods and
services more attractive by providing some add#idrenefit, whether in cash or in kind,
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or the expectation of such a benefit ". (Boddewyrn_&ardi, 1989) Smith (1998) has
described that there are three main categorieofC8nsumer promotions (premiums,
gifts, competitions and prizes, e.g. on the backbofakfast cereal boxes), Trade
promotions (point-of-sale materials, free pens apdcial terms, diaries, competition
prizes, et cetera), Sales force promotions inclydircentive and motivation schemes.
This is a particularly important marketing activity fast moving consumer goods which
represent majority of manufacturers’ marketing midgmounting to 16 per cent of their
revenues (Conondale Associates, 2001). It actscasnpetitive weapon by providing an

extra incentive for the target audience to purcluasipport one brand over another.

2.3.1 Sales Promotion Objectives

Sales promotions have many objectives, which aterlinked to the objectives of
marketing and communications. Promotions are afsad to increase short-term sales of
a product or a service. According to Kotler (200@g-term effects are under an
academic debate. Sales promotions are targetedifferedt groups with different
promotional objectives. The general consumer groli@ispromotions are targeted for are
potential users, competitor loyals, brand switcherd loyal customers. Potential users
are currently not using the service but can beyaelsd to do so by promotional activity.
Successful sales promotion can also encourage daonpkyals to change. Brand
switchers are consumers who are switching throegVice providers according to whom
has the best offer at the moment. Likelihood fenthto switch is dependent on switching
costs. When switching costs are low, brand swiklaee easily persuaded to switch by
sales promotion. However, making switchers loyahams difficult. Loyalty of loyal

customers can be also strengthened by sales pamdiPeattie & Peattie 1994b).The
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aforementioned consumer groups provide differeritesgic possibilities for service
marketers. Encouraging potential users and congpdtials to try can expand market
share and erode competitors share. It also opehsnggterm benefits if new customers
can be converted to loyal customers. Promotiorgetad to brand switchers can create
temporary sales uplift and possibilities to inceedgyalty. Sales promotions to loyal
customers should create extra value in order tmretnd reward them, and to reinforce

loyalty (Peattie & Peattie 1994b).

2.3.2 Sales Promotion Practices among FMCGs Manufagers

There is no common definition of sales promotionnfd on literature. Peattie & Peattie
(1994a) define sales promotion as marketing ams/itisually specific to a time period,
place or customer group, which encourage a diesgianse from consumer or marketing
intermediaries through the offer of additional b@semarketing activities usually
specific to a time period, place or customer grampich encourage a direct response
from consumer or marketing intermediaries, throdigla offer of additional benefits.
Kotler (2006) defines sales promotion as a shom iacentive to encourage the purchase
or sale of a product or service. By definition,esapromotion can either be directed to
customers or channel intermediaries and it is tigezhcourage immediate action. In the
scope of this research, however, sales promotianarketing intermediaries is left out
and the focus is only on consumer sales promotilonthe literature, sales promotions
are broadly categorized to value adding (non-ppeemotions) or value increasing

promotions (price-based promotions) (Peattie & fRedB94a).
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Value increasing promotions, such as price dealgpans and refund offers, change the
price or quantity in order to increase the valuetht@d offering. The value increasing
promotions are the most commonly used and thus rimithe literature. However, in
services promotions, value increasing deals mighttiloublesome. This is because
pricing services is already a difficult task anche&amers often use price as a measure of
service quality. Price deals assume price-aversee peeking and price aware consumer,
but in reality, consumers might actually relate ilyaabout pricing and feel that it is
linked to quality. Also dangers of price wars amdcgal role of pricing in positioning are
reasons why price deals might not always be wortlewh promoting financial services.
(Peattie & Peattie 1994a). Value adding promotidasiot change the price or quantity,
but instead, add value to the overall offering bpdiling something extra to it. Examples
of value adding promotions are free gifts, completagy products, competitions and
sweepstakes. (Peattie & Peattie 1994a) and Wak&fiBush (1998) state that loyal
customers who are involved in the category mayfmat price discounts very useful.
Instead, they might prefer value adding promotitireg give them something extra and

thus increase the overall value of the service.

The use of value adding deals have become more ocanamong the FMCGs service
marketers especially competitions in the Americaarkets have become popular.
Promotional competitions emerge in varied formgenmms of complexity. In addition to a
simple buy and win campaigns, competitions are atsm as a part of larger integrated
marketing communications campaigns. Value addingmptions in general and

competitions particularly might prove as an atixectalternative in the quest for
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differentiating one’s services, attracting new ous¢rs and rewarding existing customers

(Peattie & Peattie, 1994D).

2.3.3 Sales Promotion and Marketing Communication

Company’s overall marketing communications mix dstss of different mixture of
advertising, sales promotion, public relations,spaal selling and direct marketing.
Marketing communications mix, which is also callasl promotional mix, is used to
pursue the established marketing objectives ofcttrapany. Each of the promotional
categories includes their own distinctive toolstthse used in reaching the overall
communications efforts. Not only the specific prdimoal tools communicate with
customers but also all other elements, such asuptatksign, package, store and price
send messages to customers. Thus, the whole mmayketix must be adjusted
accordingly. In the concept of integrated marketoognmunications, all the marketing
efforts are integrated in a consistent and cootdthananner in order to achieve the

greatest overall communication impact (Kotler 2006)

Several reasons are making integrated marketingneontations more prominent
solution for companies in the contemporary commaftionis environment. Mass-markets
have become more fragmented and mass advertisilogirgy its power in the face of
media fragmentation. Customers are calling for ntar®red solutions and companies
are designing marketing programs to create clogstomer relations in more narrowly
defined markets. The vast improvements in inforamatiechnology have also opened

opportunities for companies. More market informatabbout customers and their needs
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can be observed from the markets and new commigncatedia are available to reach

smaller customer segments.

Fragmented communication environments challenge paomes to integrate their
different communication channels in order to createrdinated and compelling message
about the organization. According to Kotler (2006pmpanies must combine the
different communication tools into a coordinatedmotion mix. The appropriate use of
sales promotion and the overall blend of differpramotional tools are influenced by

promotional mix strategy.

Two broad promotion mix strategies to choose fram defined in literature as a push
strategy and a pull strategy or a combination dhbtn a push strategy, promotion is
directed to channel members in order to push tHerin§ to customers. Primary
promotional tools used under a push strategy arsopal selling and trade promotion.
The objective of a pull strategy is to direct conmeation efforts to customers, who then
will demand the offering from the channel membevkp in turn demand it from the
producer. The main promotion tools used in a puditegy are advertising and consumer
promotion. Many companies also use a combinatiorbath. The type of offering,
markets and the stage in a product life cycle alsg a role in the construction of an
appropriate promotion mix. For example, many bussre-business marketers tend to
use more push strategy and rely more on persohiaigsevhereas business-to-consumer
marketers depend more on a pull strategy. Prodiet dycle also determine the

appropriateness of a different promotional toolr Fexample, offerings in an
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introduction stage are often promoted by advedisio create awareness and sales

promotion is used to induce trial (Kotler 2006).

2.4 Sales Performance

Increasing competition is a real aspect within BMCGs manufacturing sector. With

many of these firms being required to do more amdenwith the same or less, every
choice they make impacts on the business surviMaey are constantly required to

accelerate the human performance of their salewtefd ensure goods are pushed
through the supply chain in as short time as péssithe sales performance of these
firms is of utmost concern to both sales people #ml finance executives. Sales
performance determines the bottom line of the campa

Aligning a company’s sales plans to the companygdives presents one of the sure

ways of optimizing sales performance.

Selling is a matter of persuading, convincing,rdluencing; it is the transfer of ideas or
property to another for consideration. What isbibat selling today that is more difficult,
and more importantly, what can be done to morect¥ely leverage people, process,
technology, or knowledge to address those chalEhgeline with this, researchers have
examined many possible determinants of sales peaioce over the past 75 years. The
studies have produced very inconsistent results mspect to what factors affect sales

performance and the strength of the relationships.
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2.5 The Relationship between Sales Promotion and I8a Performance

Nwokoye (2000) defined sales promotion as an dgtthiat is used to stimulate the sales
of a product or services and usually occurring asrceven over limited period of time as
a “sales” conducted by a retail store or featurprggce reduction of many items of
marketing. Kotler (2000) defined sales promotionaashort term incentive aimed at
encouraging purchase or sales of a product orcg=vHe further points out that sales

promotion is designed to stimulate stronger targgponse.

The objective of sales promotion are derived frédra basic communication objective
which are for the consumer, that may encourage msage and purchase of a given;
building trial among non-brand users and stimulatand loyalty. Sales promotion

objective include getting retailers to stock nemes of products, it is as well encouraging
seasonal buying, off-setting competitive promotibmelp gain entry into the market and
finally for the sales force, it encourage salespbeto support new product or model, as
well as induce them to prospect activity for consum@nd also stimulate sales during off
season period. Most times, there are conflictsoawhat business philosophy should
guide organizational marketing efforts; what weigihitbe given to the interests of the

organization, the consumers and to the society.

The relationship between sales promotion and oxgéion effectiveness is controversial.
The nature of the impact is inconclusive. While saaathors believed that the impact of
sales promotion on organization effectiveness isimmal and non-significant (Dekimpe,

Hanssens and Silva-Risso 1999; Pauwels et al. 28f@8ivasan et al. 2000), others

believe that the impact is high and significant §Bewyn and Leardi; 1989; Odunlami
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and Ogunsiji, 2011). Organizational effectiveniesthis study is defined by higher sales
volume and profitability. Some of the recent stsgdigclude Pauwels et al (2002) which
examined the permanent impact of sales promotioacocnmulative annual sales for the
two product categories which include storable amdspable products. Their findings
show that perishable and storable product categjdaek permanent effects of sales
promotion. Furthermore it is revealed that effesftsales promotion are short lived and
persist only on average 2 weeks and at most eighksvfor both product categories. The
research’s results prove the common concept thas ggomotion makes only benefits

which are temporary for the established brands.

The research findings of Dekimpe et al. (1999) abows that there are rarely any
permanent effects of sales promotions on the volofreales. Their findings proved that
sales promotion does not change the structurele$ saver the long run. They suggest
that the diminishing impact of sales promotion nimy because of choice of brand,
guantity which is purchased and category incideswsz as energy crisis. Pauwels et al.
(2002) are of the opinion that when a consumerxmsed to a sales promotion offer
majority of the time, the consumer has already Ipased and practiced a particular brand
so the impact of learning form the that purchasmiisimal and is easily balanced by a
simultaneous and similar competitive offering. Tdere the immediate effects of sales
promotion are small. This is because of price prtoznoconsumers are forced to make
purchases and but this impact on sales cannothmlgxplained by accelerated rate of

purchase due to price reductions.

23



Syeda, et al (2012) explore the short term and kenigp impact of sales promotion in
Pakistani companies from two diverse industries, Beverage Industry (Shezan
International Ltd) and Foam Manufacturing Indus{®iamond Supreme Foam) by
regressing mean of brand loyalty on mean perce@timut promotion obtained through
financial analysis and consumer survey respectiwing a sample of 200 consumers.
The authors used time series models and OLS estimatheir results reveal the

presence of various extraneous factors impactiagtfectiveness of promotions.

Preko (2012) made use of Chi-square test in oaeletermine how sales promotion is
used to generate revenue, how it is done, the consale promotion tools and strategies
adopted by the company, and whether sale promotinansase advertising revenue. The
result revealed that guarantees and warrantiesesosg, discounts offer and give away
are the mostly adopted sales promotion tools byAfkca. Sale promotion tools and

strategies have a positive impact on revenue. Heleded that management should
continue modifying or updating its sales promotamtivities according to the taste and

preferences of its customers and the public atlarg

Sales promotion is used to encourage immediat®ragtmong consumers (Peattie &
Peattie 1993). Value adding and value increasimgnptions are targeted with unique
objectives to potential users, competitor loyagrat switchers and loyal customers. The
possible problems of value increasing sales pramati the context of financial services

were identified and additional use of value adgingmotion is suggested.
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Intense competition in the FMCGs markets has maide peductions almost imperative
but surviving the competition requires more. Onenpotional method to be used to stand
out from competition could be the increased usevaltie adding promotion. In the
promotion of the company’'s FMCGs, value adding slesaich as the increased bonuses

and sweepstakes are used in addition to the viatmeasing price reductions.

The boosting effect of sales promotion to shontitezales is widely accepted in the
literature. Research on long-term effects has hewenffered some inconsistent results.
According to Ailawadi (2001) sales promotion hapasitive long-term effect on sales.
Peattie & Peattie (1993) states that consumersasbdcatisfied with the promoted brand
will be more likely to repurchase. In contrary, mamsearches have revealed results
indicating that sales promotion does not effectamy-term sales or even that promotion
might decrease long-term sales. (Frank & Masseyl1®Monroe 1973, Bawa &
Shoemaker 1977, Dodson et al. 1978, Winer 1986lirlN&sShoemaker 1989, Kalwani

et al. 1990; Peattie & Peattie 1993).
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This research employed exploratory survey designt asms to discover ideas and
insights into the sales promotion practices andessglerformance in the selected
population. The population of interest consistedFMCG manufacturers located in
Nairobi and a sample of 20 companies was used. at collected through semi

structured questionnaire and analyzed using dés@iptatistics through Return on Sale
to determine the impact of sales promotion. Thecl&@stic Efficient Cost Frontier

approach, a method commonly used to model produeearfacturers behavior, was used

to complete the analysis.

3.2 Research Design

The research design used was exploratory. The stadyconcerned with finding out the
various sales promotion practices being used by GM@anufacturers; and the
relationship between sales promotion and salesopeaince among the FMCGs.
According to the available literature, exploratoegearch is suitable where a survey is to

be carried to find out the correlation betweenalalgs.

3.3 The Population

The population of interest was 80 FMCGs manufacsurehich consisted of 20

multinational FMCGs Manufacturers and 60 local FMC@anufacturers located in
Nairobi. This data is according to the Kenya Mactifeers and Exporters directory, 2012

available at Kenya Association of Manufacturersny@ Nairobi was chosen because
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most of the established FMCGs manufacturers in Heage found in Nairobi. See

Appendix II.

3.4 Sample size and Sampling Method
The sample size was 20 FMCGs manufacturers ouhahab were Multinational FMCG

Manufacturers and 15 were Local FMCGs Manufacturétss was deemed to be a
representative sample, being 25% of the popula#oproportionate stratified sampling
was used to determine the sample size for eachpgobuhe FMCG manufacturer as
shown in table 3.1.Sample selection was done ufiieg simple random sampling
technique A simple random sample is a sample of a know siae/d from a population
of a known size in such a way that every possiatee of the population has the same

chance of being selected.

Table 3.1: Proportion Sampling of FMCG Manufacturers in Nairobi

Size No Proportion (%) Sample
Multinationals 20 25 5
Local 60 25 15
Total 80 25 20

Source, Research (2013)

3.5 Data Collection

Primary data was collected using a semi structgyeeistionnaire. The questionnaires
were personally administered by the researcherheo RMCG Manufacturer’'s sales
managers or equivalent. One manager or equivateaach company was interviewed.
The questionnaire was divided into two parts. Partontained questions on general
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information of the firm. Part B contained questiarsthe sales promotion practices of

the manufacturer.

3.6 Data Analysis and Presentation

Data was analyzed using descriptive statistics.aDat part A was analyzed using
frequencies and percentages to summarize the daptogrprofiles of the respondents.
The stochastic Efficient Cost Frontier Approach wased to measure the sales
performance of the FMCGs manufacturers. The aim wasestablish the sales
performance of these companies in relation to th@ied sales promotion techniques.
The dependent variable was Sales Performance wialendependent variables were the

Sales Promotion, Firm Size, profitability and markieare.

The collected questionnaires were edited and cteorecompleteness in preparation for
coding. Once the questionnaires were coded, thewe watered into the Statistical
Package for Social Sciences (SPSS) version 17 dempuackage for analysis.
Descriptive statistics such as mean, standard g@viand frequency distribution were
used to analyze data. The research was mainly itptarg hence quantitative technique
was used to do analysis. Inferential statisticgréssion analysis) was also used to
establish the effect of sales promotion practices sales performance among FMCGs

manufacturers.
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3.6.1 Conceptual Model

The Stochastic Cost Frontier Model has the gerfkrg) form of Equation (1) below.

IN(Cn) = F{IN (Yin), W) vl

Where G is the total cost for the FMCGs manufactunery; , measures thé"output of
the FMCGs company; and w, is the price of the”] input of the company. The
conceptual model defines the relationship betwden dependent variable and the
independent variable. The dependent variable wdssS2erformance (P) while the
independent variables was Sales Promotion, mahHatesand the profitability of these
companies.

The market share was measured by the ratio of isheié FMCG manufacturer total
customers to the aggregate total consumers irettters

The FMCG firm size (FS) was measured by the lolgarivalue of total assets. This was
intended to test the validity of the claim frequgribund in literature that larger firms
tend to be more efficient (Limam, 2001; Sakina 2006is therefore expected that the

sign for this variable will be positive.

Following Miller and Noulas (1996), profitabilityPM) was measured using the ratio of
operating income and total assets. It is widelyuadgthat higher profitable FMCGs
manufacturing companies are more able to raise gihamapital, thus suggesting a
positive relation between profitability and perf@ance. Profitability (PM) was treated as
output for FMCGs manufacturers in computation aftagdficiency estimates.

Equation (2) below presents the conceptual moaehie relationship.
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PM=f(SP, MS, FS)................2
PM = Profitability

SP = Sales Promotion

MS = Market Share

FS = Firm Size

3.6.2 Analytical Model
To specify the functional form of the cost frontier equation (1) above, the standard

multi-product trans-log cost function of Equati@) (vas used.

In (C) = ao +TZ, Bi In(y) + T, A In(w) + 1/, ZZ FZ_ vk In(y)in(y) +

1,?2 2io1 Zh=y G In(w)In(wh) + X7 Z7oy wi INGAINW)+ Tpeeeeee (3)

The homogeneity restrictions are bases of Equafn below will be imposed

normalizing total costs and input prices.
Y B =Ll h= e W=0 . (4)

These restrictions are imposed so as to obtainrmalodistribution of performance
estimates. Therefore the difference between thennaea median should be zero or

almost zero for the performance to be distributedsymmetric normal.

In Equation (4) above, C represents the operatisg @cluding labor cost; andyyare
inputs i.e investments in information technology, and w, are inputs and outputs
respectively as inputs and call services and dataces as outputsiy IS a constant,

while B, vy, € are coefficientsh andj are subscripts used to differentiate the first and
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second inputs whileandk are subscripts used to differentiate the first sexxbnd output.

Equation (3) was later simplified as shown in Egua(5) below,

In (C) =ao + p1 In(y1) + B2 In(y2) + f1 In(wa)+ Sz In(wp) + 1,’3)’11 In(y1) In(y2) + 1/, ¢n

In(wa) In(Wy) + Clag In(y)In(wa) + Cliz In(ys)In(wz)+ D2z In(yz)in(wy) + ... ®)

Equation (5) will be used to estimate the effitigal cost (C) that lies on the efficient
cost frontier. Therefore the Sales Performancellévethe difference between the
estimated total cost and the actual total c63ttigat lies on the efficient cost frontier. If
(C) is greater than()) then the FMCGs manufacturing company’s salesopadnce is

considered inefficient but if they are equal thers iconsidered efficient, as they will be
operating at the efficient cost frontier. (C) canbe less than()) as it cannot be less than

the efficient cost unless there is an error.

The Sales Performance function, comprising the orecariables is specified by the
algebraic representation of equation (6)

Pii=a + bi(SP) + B(MS); + b3(FS): + Hiteevveeeeennnnnn. (6)

Where R is the level of FMCGs manufacturing company’s Salerformance in year t,
1 is a constant, SP is the Sales Promotion implestient dummy variable, MS is the
Market share for the financial year t, FS is thenfisize for the financial year t. The
partial coefficient for SP, MS, and FS are dendigdl, b2, b3 respectively, while is
the error term which is defined by the truncatidntte normal distribution with zero
mean and variancgk’.

Further, the mean and the standard deviation ofStédes Performance (P) estimates is

calculated, to give the average level of SalesdPadnce and the variation of Sales
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Performance over time. To further deduce whethanatra relationship exists between
Sales Promotion and Sales Performance, a T-tesdbas One-Way Analysis of

Variance (One Way ANOVA) was performed to compdre thanges in the average
estimates of Sales Performance before, during #iediemplementation of various Sales
Promotion techniques. Pearson’s Correlation caefits will be used to determine the

strength of the relationship between Sales Perfocmand Sales Promotion.
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CHAPTER FOUR: DATA ANALYSIS, FINDINGS AND

INTERPRETATION

4.1 Introduction

This chapter presents the research findings arafpirgtation based on analysis of the
data collected from FMCGs sector. Data was coltedtem employees of FMCGs.
Descriptive and inferential statistics have beesdu® discuss and interpret the findings

of the study.

4.2 Response Rate

The questionnaires were administered to 20 empoge20 FMCGs , out of whom only
18 questionnaires were received back fully compleidis made a response rate of 90%.
This is in agreement with what was indicated by @oand Schindler (2003) who
indicated that a response rate of between 30 to 8D%e total sample size can be
generalized to represent the opinion of the engiopulation. The questionnaire

contained questions that addressed the objectivibe ctudy.

4.3 General Information of Respondents

The study sought to establish the background indtion of the respondents including
respondents’ gender, position held in the orgamimnaiand period worked in the
organization. This meant to establish the gendi&moa of the management staff, work

experience in FMCGs sector and their level in tlganizational structure.
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4.3.1 Gender and Age of the Respondents

From the findings on the gender of the respondeetstudy found that 11 out of the 18
(61%) of the respondents were men while 7 (39%)ewadies. The respondents’ age
bracket was between 32 -51 years of age. This indication that respondent were well
distributed in terms of their age, as the distitutis well within the upper and lower

limits of the working age group in Kenya.

Table 4.2: Gender and Age of the Respondents

Age Frequency Percentage
Male 11 61
Female 7 39
Total 18 100.0

Source, Research Data (2013)

4.3.2 Positions Held in Organization

Respondents were required to indicate their postion the organization. Majority
(88.8%) of the respondents were sales managershangmaining 11.2% were general
managers. The findings indicate that the respolsdesmtre in relevant positions hence
could provide relevant information on the issueslamstudy. The findings are as
presented in Table 4.3.

Table 4.3: Position Held in Organization

Position held Frequency Percentage

Sales Manager 16 88.8
General Manager 11.2
Total 18 100.0

Source: Research Data 2013
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4.3.3 Period Worked in Organization

Respondents were further required to indicate teeo@ they had worked in their

organizations. Half (50%) of the respondents ingidathat they had worked in their

firms for a period of 5 years and above. 38.9% h&fim had worked for a period of

between 3-5 years and the remaining 11.1% of thadnworked for a period of less than
3 years. The findings therefore reveal that majooit the respondents had worked for
long enough hence had the experience to commemsial@s issues under study. The
findings are as shown in Table 4.4.

Table 4.4: Period Worked in Organization

Period Frequency Percentage
Less than 3 years 2 11.1
3-5 years 7 38.9

5 years and above 9 50.0
Total 18 100.0

Source: Research Data 2013

4.4 Market Segment Served by the Organizations

From the findings on the market served by the amgdion, the study found that, 55.6%
of the respondents indicated that their firms catregéed in manufacture of wholesale
goods, 33.3% of them on retail goods and the renmmihl.1% of them concentrated on
private clients. This is an indication that majpriof manufacturers in this sector
manufacture for the mass market; and actually dimenmiddlemen and suppliers to

push their products to the final consumer. Theifigd are as shown in Table 4.5.
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Table 4.5: Market Segment served by the organizatio

Market Segment Frequency Percentage
Private 2 111
Retail 6 33.3
Wholesale 10 55.6
Total 18 100.0

Source: Research Data 2013

4.5 Sales Performance Evaluation

Majority (61.1%) of the respondents indicated ttiaeir companies carried out
evaluations yearly. 16.7% of them carried out theates performance evaluations
quarterly. Those who carried out sales evaluatioonthly and twice a year were
represented by 11.1% each. As majority of the fimasry out annual evaluation, it
indicates the most production and actually marketigicles are planned annually; and
this might leave such firms at a disadvantage wheomes to reacting to new entrants or
even new practices from competitors. However, ahmeaiews present a more

convenient and realistic view of the market. Thaliings are as shown in Table 4.6.

Table 4.6: Sales Performance Evaluation

Evaluation Frequency Percentage
Monthly 2 111
Quarterly 3 16.7
Twice a year 2 11.1
Yearly 11 61.1
Total 18 100.0

Source: Research Data 2013
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4.6 Sales Promotion Practices

This section reviews and compares the sales promaqtractices used by various
organizations in FMCGs sector in two consecutivargenamely 2012 and 2013. It
includes their sale promotion practices in year$22®ales promotion practices in year

2013 and comparison of sales promotion practicgean 2012 and year 2013.

4.6.1 Sales Promotion Practices 2012

Respondents were required to indicate the extenwhwah their organizations used
various sales promotion practices during the y@dR2zased on a Likert Scale of 1 to 5,
where 1- Not at all and 5 — Very Large. Means diMeen 3.9375 — 4.4375 and standard
deviations of between 0.51235 - 0.99791were regidteThe study findings therefore
reveal that majority of the respondents were ofdpiaion that their firms used coupons,
price-off deals and premiums to a large extent alesspromotion techniques as
represented by means of 4.4375, 4.4375 and 4.3%ecteeely. On the other hand
sweepstakes were used to a moderate extent inaityaf the firms. The findings are
as presented in Table 4.7 and Figure 4.1.

Table 4.7: Descriptive Statistics on Sales PromotioPractices (2012)

Technique Mean Std. Deviation
Coupons 4.43 512
Price-off deals 4.43 512
Premiums 4.25 74
Bonus Packs 4.18 .655
Price competition 4.12 .806
Sweepstakes 3.93 .997

Source: Research Data 2013
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In the year 2012 , the study found that the satemption practices used to large extent
were; coupons and price off deals as shown byannof 4.43 in each case , premiums
as shown by mean of 4.25, bonus pack as shown by mie4.18 , price competition as
shown by mean 4.12 and sweepstakes as shown by oie€a93. This analysis was

supported by low standard deviation an indicatiat tespondent held similar opinions.

Figure 4.1: Sales Promotion Practices (2012)

Descriptive Statistics on Sales Promotion Criteria (2012)

4.5
4.4
4.3
4.2
4.1

Mean

3.9
3.8
3.7
3.6
Coupons Price-off deals Premiums Bonus Packs Price Sweepstakes
competition

Sales Promotion Technique

Source, Research Data (2013)

4.6.2 Sales Promotion Practices (2013)

Respondents were further required to indicate #teng¢ to which their companies used
various sales promotion practices during the y@aBZased on a Likert Scale of 1 to 5,
where 1- Not at all and 5 — Very Large. Means dafween 3.93 — 4.5 and standard
deviations of between 0.512 - 0.997 were registefbe study findings therefore reveal
that majority of the companies under study usedstiree sales promotion techniques

they had used in the year 2012, as presented ile Aiagband Figure 4.2.
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Table 4.8: Descriptive Statistics on Sales Promeoin Practices (2013)

Technique Mean Std. Deviation
Coupons 4.50 516
Price-off deals 4.43 512
Premiums 4.37 .619
Bonus Packs 4.37 .500
Price competition 4.06 T71
Sweepstakes 3.93 123

Source: Research Data 2013

From the findings from respondents on the extenviiich sales promotion practices
were used in the year 2013 , the study found tbapons were used to a very large
extent as shown by a mean of 4.50. The othersusisd to a large extent were price off
deal as shown by a mean of 4.43, premiums andsheack as shown by a mean of 4.37
in each case , price competition as shown by a roédm6 and sweepstakes as shown
by a mean of 3.93. This was supported by a lowdstahdeviation, an indication that

respondents held similar opinions
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Figure 4.2: Sales Promotion Practices (2013)

Descriptive Statistics on Sales Promotion Criteria (2013)
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Source: Research Data 2013

4.6.3 Comparison of Sales Promotion Practices in §£2012 and 2013

From the above two-year results, it is evident timaist of the organizations don’t
conduct an indepth review of their sales promopaactices;but rather repeat the same
cycle that might have worked previously.This isamgerous trend as it indicates lack of
innovation on the use of new techniques. The wighip between sales promotion and
organization’s effectiveness is controversial. Smhthe recent studies include Pauwels
et al (2002) which examined the permanent impadatés promotion on accumulative
annual sales for two product categories which uetled storable and perishable
products. Pauwels et al.(2008), argues that thpadtn of sales promotion on an
organization’s effectiveness is minimal and nomsigant . However, others believe
that the impact is high and significant (Boddewyrd d_eardi; 1989; Odunlami and
Ogunsiji, 2011). Organizational effectiveness his tstudy is defined by higher sales
volume and profitability. Results from this studyetefore support the argument that
there is a correlation between sales promotionsatels performance as is evident from

the two years under study.
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4.7 Sales Performance
Respondents were finally required to indicate hbe sales promotion practices used

influenced the sales performance of their compao@sed on a likert scale of 1-5, where
1- None at all and 5 — Very high. Means of betw4el8 - 4.56 and standard deviations
of between 0.512-0.516 were registered. The stutlinigs revealed that profits, sales
volumes and market share of the companies unddy $tad been influenced highly by
the sales promotion practices used. The findingsaarpresented in Table 4.9 and Figure
4.9.

Table 4.9: Sales Performance

Mean Std. Deviation
Profits 4.56 512
Sales Volume 4.50 .516
Market Share 4.43 512

Source: Research Data 2013

These results indicate that sales promotion haveingpact of the overall sales
performance. It is however not clear whether th@senotions’ effects last beyond the
promotion period; studies have shown that most ptamns have an impact on sales for a

very limited period
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Figure 4.9: Sales performance

Sales Performance

4.65

Profits Sales Volume Market Share

4.8 Regression Analysis of Sales Promotion Practeen Sales Performance

The research study was aimed at evaluating theéiae$hip between sales promotion
practices and sales performance among FMCGs mduatdes The research findings
indicated that there was a strong positive relatigm (R= 0.932) between the variables.
The study also revealed that 86.9% of sales pedooe of FMCGs manufacturers could
be explained by the sales promotion practices ustlety. From this study it is evident
that at 95% confidence level, the variables prodiasstically significant values and can
be relied on to explain sales performance amongM€Gs manufactures. The findings

are as shown in the Tables 4.10.
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Table 4.10: Regression Results of sales promotiongatices and sales performance

Model summary
Model R R Adjusted R Square Std. Error of the
Square Estimate
1 .932(a) .871 0.869 .2582
Anova
Model Sum of df Mean Square F Sig.
Squares
Regression 1.518 17 138 746 .04
Residual .185 1 .185
Total 1.702 88
Coefficient
Unstandardized Standardized
Coefficients Coefficients

B Std. Error Beta t Sig.
(Constant) 2.131 138 .156 947 .350
Sales promotion .880 .198 .069 403 .031
Market share .799 232 .258 1.289 .016
Firm size .648 131 192 1.123 .029

Source: Research 2013

From this study it was evident that at 95% confaerevel, the variables produce

statistically significant values for this studydhit-values, p < 0.05). A positive effect is

reported for all the variables under study hendkiénce the sales performance among

FMCGs manufacturers.

The results of the regrassguation below shows that for a 1-

point increase in the independent variables, gae®rmance of FMCGs manufacturers

is predicted to increase by 2.131, all the othetois held constant.

The equation for the regression model is expreased
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Y = a+PXqt BoXot BaX3 +£

Y=2.131 + 0.880X+ 0.799% + 0.648%
Where;B1, B2 andpsare correlation coefficients
Y= Profitability

X,= Sales promotion

Xo= Market share

Xs= Firm size
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CHAPTER FIVE: SUMMARY, CONCLUSIONS &

RECOMMENDATIONS

5.1 Introduction

This chapter presents the discussion of key datings, conclusions drawn from the
findings highlighted and recommendation made there-The conclusions and
recommendations drawn are focused on addressinapfbetives of the study. The study
intended to determine the sales promotion practisesl by FMCGs in Nairobi, Kenya
and to determine the relationship between salesngion practices and sales

performance among FMCGs manufacturers in Nairobinya.

5.2 Summary of the Findings
The researcher administered 20 questionnaires ta tmut managed to obtain 18

completed questionnaires representing 90% resp@tseThe gquestionnaires contained
guestions that addressed the objectives of the/ stttk research sought to explore the
relationship between Sales Promotion and SaleoiPeshce among manufacturers of
FMCGs. The objectives of the study were to deteentit@ sales promotion practices used
by FMCGs manufacturers and also to determine thenexto which these sales

promotions affects the sales performance of FMCGs.

The main sales promotion techniques ranged fromupGuos, price-off deals, Bonus
Packs, Premiums, price completion and sweepstdkesmain reasons for adopting the
above sales promotion techniques ranged from bpddbrmance measures, the firm
size, market share, need to assess competitofsrpance, better profitability and need

to assess environment factors. Profitability andkeiashare were rated as important
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reasons for adopting the aforementioned techniquése various organizations. On the
other hand Firm size measurement was found to lzenaihimal reason for adopting the

above sales promotion techniques.

The advantages for adopting the sales promotionntgues listed ranged from better
management control; more accurate customer prdiifabanalysis, better sales
performance measures; ability to assess compétpersormance, ability to scan the
environment and ability to increase the market eshadrvarious companies. The study
findings revealed that better sales performancesarea and ability to increase market

share were rated to a large extent as advantageds organizations under study.

The research findings further indicated that theas a strong positive relationship (R=
0.932) between the variables. From this study #l$® evident that at 95% confidence
level, the variables produce statistically sigrafit values and can be relied on to explain

sales performance among the FMCGs manufactureainoii.

5.3 Conclusion

From the study findings it can be concluded that rtimin Sales Promotion techniques
include: Coupons, price-off deals, Bonus Packs mimas, price completion and
sweepstakes in that order. These were the majotrilcotors to the various sales

performance results of the companies that wereipdér study.

From the findings, the study revealed that salesnption practices positively affect the

sales performance among FMCGs manufacturers irobiaiKenya, as it was found that
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there was a positive relationship between sales\ption practice and sales performance
among FMCGs manufacturers in Nairobi, thus theystahcludes that sales promotion
practices positively affect the sales performaaceong FMCGs manufacturers in

Nairobi, Kenya .

5.4 Recommendations for policy and Theory

With due regard to the ever increasing desire t@ Heetter sales performance among the
FMCGs manufacturers in Kenya, there is need tosinwvenew sales promotion practices
with emergence of new technologies so as to méeettpectation, as it was found that
there was a positive relationship between sales\ption practice and sales performance

among FMCGs manufacturers in Nairobi, Kenya.

There is need for FMCGs manufacturers in Nairol@nya to invest in market survey as
this will help them in coming up with sales pronaotipractices that are acceptable,
accessible, ethically sound, have a positive peeceiimpact, relevant, appropriate,

innovative, efficient, sustainable and replicable.

5.5 Limitation of the Study

There were a number of limitations in the coursetlod study. The respondents
approached were reluctant in giving informationrifeg that the information sought
would be used to intimidate them or print a negatimage about them or the their
organization . Some respondents even turned dogreguest to fill questionnaires. The

study handled the problem by carrying an introductietter from the University and
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assuring them that the information they give wdudreated confidentially and it would

be used purely for academic purposes.

Senior employees operate on tight schedules; saspondents were not able to
complete the questionnaire in good time and thessivetched the data collection period.
To mitigate this limitation, the study made use radtworks to persuade targeted

respondents to fill up and return the questionsaire

The study also encountered problems in elicitirigrimation from the respondents as the
information required would be subject to emotiopstsonal attitudes and perceptions,

which cannot be accurately quantified and/or vedifobjectively.

This might have led to less than objective respahse to the veil of confidentiality
surrounding the institution. The study encouradedrespondents to participate without
holding back the information they might have hadhesresearch instruments would not

bear their names.

5.6 Recommendations for further Research

Arising from this study, the following are possilalgections for further research in Sales
Promotions: First, this study focused on the mactufers of FMCGs in Nairobi,
generalizations cannot adequately extend to o#wtoss of the economy. Future research
should therefore focus on the other sectors in ey broad based study on Sales
Promotion and Sales Performance and their reldtipns1 both private and public

organizations should also be carried out.
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APPENDICES

Appendix I: RESEARCH QUESTIONNAIRE
SECTION A_General Questions
Please fill in the following Details, Your FeedbackVill be Highly Appreciated.

Name of the Company

Your Name (Optional)

Phone Number (Optional)

What is your current position in the company?

1. How long have you been working with this company?Tick as appropriate)

1 Less than 3 years [ ]
1 3-byears [ ]
1 5years and above [ ]

2. In which client segment is your company active(ick as appropriate)

* Private [ ]
* Retall [ ]
* Wholesale [ ]
3. The evaluation by the company is done. (Tick as apppriate)
"1 Monthly [ ]
1 Quarterly [ ]
1 Twice a year [ ]
1 Yearly [ 1]

SECTION B: Questions Regarding the Sales Performamcof the Company
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1. On a scale of 1-5, please indicate the extent to iwwh your company has used the

following sales promotion techniques over the twoear period where the values

indicate:
5 - Very large
4 — Large
3 — Moderate
2 — Small
1 —Non at all
Sales 12|34 |5]|Year Sales 112(3[4 5] Year
Promotion Promotion
Technique Technique
Coupons Coupons

Price — off Deals Price — off Deals

Premiums 2012 Premiums 2013

Bonus Packs
! Bonus Packs

Price _ _
Price Competitions

Competitions

Sweepstakes Sweepstakes
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. How have the sales promotion techniques used for@Hast two years above

influenced the sales performance?

Indicators Very high High Medium Low None at all

Profits

Sales

Volume

Market Share

. Please tick as appropriate the sales performance ofie company over the last 24

months.

Performance | Very high High Medium Low None at all
Indicators

Profits

Sales Volume

Market Share
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Appendix II: LIST OF COMPANIES
Aquamist Limited
Associated Paper And Stationery Ltd
Bakers Coner Ltd
Basco Products(K) Ltd
Belfast Millers Ltd
Beverages Services (K) Ltd
Bio-Food Product Ltd
Bobmil Industries Ltd
Breakfast Cereal (K) Ltd
10. British American Tobacco (K) Ltd
11.Dormans Ltd
12.Cadbury Kenya Ltd
13.Candy K Ltd
14.Chandaria Industries
15.Coco Cola East African Ltd
16.Colour Labels Ltd
17.Colour Print Ltd
18.Corn Products K Ltd
19.Cosmos Ltd
20.Crown Paints (K) Ltd
21.Dodhia Packaging Ltd
22.East African Breweries Ltd
23.East African Sea Food Ltd
24 East African Seed Ltd
25.Edible Oil Product
26.Elson Plastic Of Kenya Ltd
27.Ennsvalley Bakery Ltd

© © N o gk~ w P

28.European Perfumes & Cosmetics Co Ltd
29.Eveready Batteries East Africa Ltd
30.Farmers Choice Ltd
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31. Galaxy Paints & Coating Co Ltd
32.Giloil Co Ltd

33.Gsk Ltd

34.Haco Tiger Brands Ea Ltd
35.Highlands Canners Ltd

36. Interconsumer Products
37.Jambo Biscuits K Ltd
38.Johnsonsdiversy Ea Ltd
39.Kappa Oil Refeniries Ltd
40.Kartasi Industries Ltd
41.Kenya Nut Co Ltd
42.Kenya Stationers Ltd
43.Kenya Sweets Ltd
44.Kenya Wine Agencies Ltd
45.Kevian (K) Ltd

46.Kwality Candies & Sweets Ltd
47.London Distillers K Ltd
48.L'oreal Ea Ltd

49.Manji Food Industries Ltd
50.Mastermind Tobacco K Ltd
51.Matchmasters Ltd

52.Mini Bakeries Nairobi Ltd
53. Nails & Steel Co Ltd
54.Nairobi Bottlers Ltd

55. Nairobi Flour Mills Ltd
56.Nestle Foods Ltd
57.Paperbags Ltd

58.Pembe Flour Mills Ltd

59. Premier Floor Mills Ltd

60. Premier Foods Industries Ltd
61.Procter & Gamble Ea Ltd
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62.Proctor & Allan Ea Ltd

63.Pz Cussons Ea Ltd

64.Rafiki Millers Ltd

65.Ramco Printing Works Ltd

66. Rubber Products Ltd
67.Sadoline Paints

68. Sameer & Agriculture Livestock Ltd
69. Soilex Prosolve Ltd

70. Spin Knit Ltd

71.Steel Wool Africa Ltd
72.Supabrite Ltd

73.Tri-Clover Industries (K) Ltd
74.Tropikal Brand Afrika Ltd
75.Trufoods Ltd

76.Twiga Stationers & Printers Ltd
77.Unga Group Ltd

78. Uniliver (K) Ltd

79.Valuepack Foods

80.Wrigley Co Ea Ltd
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