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Abstract 

This paper focus on Impact of Sales Promotion on Organizations’ Profitability 

and Consumer’s Perception in Pakistan.Literature from different researchers is 

also reviewed. The study is aimed at finding the relationship among sales promotion 

strategies and the profitability of the firms along with the perception about sales promotion 

of the consumers and its relationship with the brand loyalty of that particular brand or 

company.  
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1. INTRODUCTION 

 

The ultimate objective of every business is to increase the sale of goods that it deals in. 

Several methods can be adopted for the achievement of this goal; some direct while others 

indirect. Sales promotion is one of them. Sales promotion is defined as a “diverse collection 

of incentive tools, mostly, short term designed to stimulate quicker and/or greater purchase 

of particular products/services by consumers” (Kotler, 1998).  

Sales promotion has become a valuable tool for the marketers and importance of it has been 

increasing rapidly over the past few years. Sales promotions expenditure, in India, by 

different marketing companies is projected to be Rs 5,000 crores and focus on activities of 

sales promotion by the industry of Indian has increased by the figure of 500 to 600 percent 

during the last 3 to 5 years (Economic Times, June 15, 2003). In year of 2001, there were as 

many as 2,050 schemes of promotion of amount Rs 80,000 crore in the FMCG Industry 

(Dang et. al, 2005). 
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Our research focuses on the impact of this important marketing tool by taking two shoe 

manufacturing companies of Pakistan, i.e. Bata Ltd and Servis Industries. Through the case 

study approach we have studied sales promotion from a dual perspective; both the long 

term and short term impacts of sales promotion. Many researchers have proven the short 

term impact of sales promotion as an increase in sales for the respective period. Our 

research has combined this study with the analysis of the long term impact of sales 

promotion as well, i.e. the increase in the brand loyalty of the customer which will 

ultimately increase the customer lifetime value of the company and thus the company’s 

profitability. In addition to the above aspects of sales promotion our research has also 

attempted to explore some of the extraneous variables that could be increasing the 

customer’s brand loyalty other than consumer’s perception of sales promotion and also the 

reasons of the difference in impact of sales promotion.  

 

2. LITERATURE REVIEW 

 

Sales promotion when implemented effectively often results in an increase in short term 

sales figure. This explains the inclination of corporations to put in a large percentage of 

their funds in carrying out various sales promotion activities. However variations occur in 

effects of sales promotion based on the attractiveness of the concerned brand (Alvarez, 

2005). Sales promotions are useful tools which act as demand booster that do not sustain 

the risk associated with the new products. (Blattberg, RobertC., & Neslin, 1990) 

 

2.1 Sales Promotion 

The International Chamber of Commerce (ICC) defines sales promotion as: 

"Marketing devices and techniques which are used to make goods and services more 

attractive by providing some additional benefit, whether in cash or in kind, or the 

expectation of such a benefit ". (Boddewyn & Leardi, 1989, p. 365) 

Smith (1998) has described that there are three main categories of SP: 

• Consumer promotions (premiums, gifts, competitions and prizes, e.g. on the 

back of breakfast cereal boxes) 

• Trade promotions (point-of-sale materials, free pens and special terms, diaries, 

competition prizes, et cetera) 
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• Sales force promotions including incentive and motivation schemes. 

 

Sales promotions are comparatively easy to apply, and are likely to have abrupt and 

considerable effect on the volume of sales (Hanssens, Parsons and Schultz 2001). 

Resultantly, according to Currim and Scheinder (1991) the finances of companies regarding 

the marketing increase constantly. Research conducted by Ailawadi and Neslin (1998) had 

revealed that consumer promotions affect the consumers to purchase larger amount and 

consume it faster; causing an increase in sales and ultimately profitability. Our research 

also supports this analysis as we have studied the profitability of our sample companies 

through financial analysis of their annual and monthly sales data.  

 

The research conducted by Pwaels, Silva-Risso and Hanssens (2003) depicts that the affect 

of sales promotion on firms’ revenue which they call as first line performance, firms’ 

income which is bottom line performance and on market to book value ratio which is 

named as firms’ values is encouraging for the short term. While in the long run the sales 

promotion is positive for top line performance but it is negative for bottom line 

performance and firm’s value. This proves the fact that impact of sales promotion on the 

value of firm is not in the long run, but in the short run it has positive impact the 

profitability of the firm. The study conducted by us combines this aspect with the long term 

impact of sales promotion.  

 

Koen Pauwels (2002) has examined the permanent impact of sales promotion on 

accumulative annual sales for two product categories; storable and perishable products. It 

was found that perishable and storable product categories lack permanent effects of sales 

promotion. Furthermore it is revealed that affects of sales promotion are short lived and 

persist only on average 2 weeks and at most eight weeks for both product categories. 

Therefore confirming the short term impact of sales promotion.  

 

 

2.2 Consumer Promotion 

Consumer promotion is a category of sales promotion including free samples, winning 

contests, different price packs, and sweep stakes. Sales promotion is projected to increase 

the sales of final ultimate consumers of the product (Kotler and Armstrong, 2002). Some 



 
      ijcrb.webs.com 
     INTERDISCIPLINARY JOURNAL OF CONTEMPORARY RESEARCH IN BUSINESS 

COPY RIGHT © 2011  Institute of Interdisciplinary Business Research  
 

299

 
 
SEPTEMBER 2011 
VOL 3, NO 5 

kinds of sales promotion are based on some sort of benefit whereas some are very 

communicative in type. (Kotler et al. 1999: Tellis 1998). 

 

2.3 Price Perceptions 

In the field of marketing it is often believed that perceptions are stronger than reality; 

because consumers make decisions based on their perceptions of various stimuli. The 

concept of consumer perception of the marketing mix element price is a concept intricately 

linked with the consumer perception about sales promotion, because sales promotion is in 

fact ultimately a reduction in the price of the product or the amount of resources spent by 

the consumer. Schiffman and Kanuk (2004) have explained the perception about the price 

of a particular brand or product. This means that how they evaluate a particular brand’s 

price as fair or low or high. It is also stated by them that perception about unfairness of 

price of a particular product lays an impact on the consumers’ decision to buy or not to buy 

a particular product. Moore et al (2003) has explained that negative perceptions and 

positive perceptions have an important impact on the decisions about the marketplace. 

Different other studies have explained the perception of price as an element which can play 

an important role in the success of a firm (Jiang and Rosenbloom, 2004). Moore et al. 

(2003) has described that positive perception of consumers about a particular brand is an 

indicator of status, quality and prestige; i.e. factors other than price. This aspect is also 

covered in our research through the study of extraneous variables.  

 

2.4 Brand Loyalty 

Schiffman and Kanuk (2004) have stated brand loyalty as one of the desired outputs of 

learning of the consumers. It is the probability of positive behaviors and attitude towards a 

brand, thus it could result in positive word of mouth and repeat purchase (Rawly and 

Dawes, 1999). Quester and Lim (2003) have explained the two major types of brand 

loyalty. Behavioral loyalty explains the repeat buying behaviors of the consumers, whereas 

attitudinal loyalty is the favorable behavior of the consumers towards a specific product 

(Dikempe et al., 1997). 

 

2.5 Relationship between consumer promotion and brand loyalty 

After discussing the key concepts of the research, we will also explore the main territory of 

the research, i.e. the relationship between Sales Promotion and Brand Loyalty. This is the 
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area of our research that will explore whether Sales Promotion has any longterm impact or 

not. According to previous researches consumer Promotion of any product leaves an impact 

on the acquiring behaviors of the consumers for a particular product or brand that the 

consumer will not buy otherwise (Alvarez and Casielles, 2005).  

However another study conducted by Dawes (2004) have revealed the fact that purchasing 

a particular product which is on promotion can reduce the chances of succeeding buying of 

that particular product. 

3 METHODOLOGY 

 

The study is aimed at finding the relationship among sales promotion strategies and the 

profitability of the firms along with the perception about sales promotion of the consumers 

and its relationship with the brand loyalty of that particular brand or company.  

In the consumer survey the selection of customers as unit of analysis was done by the 

“Stratified sampling”.  Sample size for the consumers is 100 consumers of each company, 

i.e. Bata and Servis. Customer’s perception about sales promotion and Brand Loyalty was 

measured through a questionnaire consisting of Likert Scale. In the questionnaire the 

questions numbered from 1-6 measured the consumer’s perception about sales promotions. 

The scale being selected was developed by Astous and Jacob (2002) and has reliability of 

0.95. In addition the questions numbered from 7-16 measured the Brand loyalty of 

Consumers. This scale was developed by the Quester and Lim (2003). It has reliability of 

<0.55 

Pearson Correlation was applied to find out the strength and significance of the relationship 

between consumer perception about sales promotion and brand loyalty of consumers. 

Regression analysis was run to analyze whether consumers’ perception about sales 

promotion predicts a significant amount of variance in brand loyalty or not. Overall, 

descriptive and inferential statistics were applied to find out effects of consumer perception 

about sales promotion on the brand loyalty and increase in sales. In addition cross 

tabulation was applied to investigate the presence of any extraneous factors impacting 

brand loyalty. SPSS was used for the statistical analysis.  

 

Sales figures and other figures i.e. gross profit, operating profit etc were taken from the 

respective company’s annual report. Annual and monthly percentage increase in sales was 

calculated to measure the short term impact of sales promotion.  
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4 RESULTS 

For both the companies, i.e. Bata and Servis we performed financial analysis for measuring 

the short term impact of sales promotion, i.e. increase in sales, and thus the increase in 

company’s profitability. After that the consumer survey was used to analyze the long term 

impact of sales promotion, i.e. increase in consumer’s brand loyalty.  

 

4.1 Bata 

 

4.1.1 Financial Results of Bata 

Annual Sales Bata 
Company 2008 2009 Increase in Sales (%) 

Bata(2009) 5,106,578,000 6,428,490,000 20.56 

 

If we observe the change in the annual sales it is seen that annual sales of Bata has 

increased by 20.56% during the year 2008-2009. However to deeply analyze whether sales 

promotion is causing any change in the sales figures we broke down the data in months.  

Monthly sales Bata 
Month Sales 2009 Increase/Decrease in Sales (%) 

Jan 535,607,000 0.00 

Feb 435,500,000 -22.99 

Mar 320,790,000 -66.96 

Apr 455,550,000 -17.57 

May 640,653,000 16.40 

Jun 595,876,000 10.11 

Jul 535,707,500 0.02 

Aug 358,987,000 -49.20 

Sep 678,976,500 21.12 

Oct 601,256,000 10.92 

Nov 609,324,000 12.10 

Dec 660,263,000 18.88 

 

The increase or decrease is observed by keeping the first month as base month. In the first 

three months of the year the sales are less than the base months. The highlighted months are 

the ones in which sales promotions are offered by the company. In 2009 they offered a 40% 
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discount on purchase of shoes in the month of May and June and a subsequent increase of 

16.40% and 10.11% is observed. Then again in the month of September when Bata offered 

sales promotion for school going children the sales boosted up to the level of 21.12%. Then 

in the month of November-December winter sales promotion of 50%dicount was offered 

and increase in sales of 18.88% is observed. 

Financial Indicators of Bata 

Company 

Gross Profit 

Margin (%) 

Operating Profit Margin 

(%) 

Net profit Margin 

(%) 

Price to sales 

ratio 

Bata(2009) 41.57 13.19 9.11 0.03 

Bata(2008) 42.38 13.53 9.36 0.03 

If we analyze the financial indicators of Bata Gross profit margin shows slight downward 

trend as compared to last year. The other two ratios (operating profit margin and net profit 

margin) also show the same trend which means that slightly low performance of the 

company than the last year. As far as price to sales ratio is concerned it is same for both for 

the years. Analyzing the numbers in the light of the sales promotion strategy there was no 

new sales promotion strategy for the year 2009 and sales promotion strategies and periods 

were almost same. So there is no demarcating impact of sales promotions on annual sales 

but when we see in the monthly sales the short term impact of sales promotion is reflected. 

4.1.2 Consumer Analysis of Bata 

A sample of 100 consumers of Bata Company was taken to analyze whether the consumer’s 

perceptions about the sales promotion activities performed by Bata had any long term 

impact, by creating a brand loyalty among the consumers of the respective brand.  

Correlation between Mean Perception about Sales Promotion and Brand Loyalty of 

Bata 

  

Mean of 

Perception about 

Promotion 

Mean of Brand 

Loyalty 

Pearson Correlation 1 .421(**) 

Sig. (2-tailed)  .002 

Mean of Perception about 

Promotion 

N 50 50 

Pearson Correlation .421(**) 1 

Sig. (2-tailed) .002  

Mean of Brand Loyalty 

N 50 50 

** Correlation is significant at the 0.01 level (2-tailed). 

N= number of workers, r = correlation 
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The relationship between Mean perception about promotion and mean of brand loyalty was 

investigated by using Pearson product moment correlation coefficient. Preliminary analysis 

was performed to ensure no violation of the assumption of normality, linearity and 

homoscedasticity. There is a moderately significant positive relationship between the two 

variables [r = .421**, n = 50, p <.01], with high mean that Ho is rejected and H1 is 

accepted.  

H1= A positive relationship exists between the consmuer’s perception of sales 

promotion and brand loyalty. 

 

Regression Analysis between Mean Perception about Sales Promotion and Brand 

Loyalty of Bata 

After correlation revealed a significant relationship between the two variables regression 

analysis was also conducted to develop a regression equation for predicting the brand 

loyalty of a consumer if his/her perceptions about sales promotion are measured through the 

questionnaire.  
Unstandardized 

Coefficient 

Standardized 

Coefficients T Sig. 

Model  B Std. Error Beta B Std. Error 

(Constant) 1.799 .471  3.816 .000 1 

Mean of Perception 

about Promotion 
.460 .143 .421 3.213 .002 

a Dependent Variable: Mean of Brand Loyalty 

 

The regression model obtained from the above table is: 

Brand loyalty=1.799+.460*X1 

Where X1 is the value of mean perception about promotion.  

Impact of extraneous factors 

The mean value of consumer brand loyalty for Bata Ltd calculated through the 

questionnaire is 3.2960 with a standard deviation of 0.56023; where 4= Agree and 5= 

Strongly Agree on the likert scale of our questionnaire. Our correlation analysis reveals a 

positive relationship between consumer’s perceptions about sales promotion and their brand 

loyalty; however one should not ignore the impact of extraneous variables while predicting 

causality. Therefore consumers were also questioned about other reasons of preference of 

the brand.   



 
      ijcrb.webs.com 
     INTERDISCIPLINARY JOURNAL OF CONTEMPORARY RESEARCH IN BUSINESS 

COPY RIGHT © 2011  Institute of Interdisciplinary Business Research  
 

304

 
 
SEPTEMBER 2011 
VOL 3, NO 5 

 
What are the reasons of this preference 

  quality price variety 

Any 

other Total 

Count 7 4 10 5 26 Male 

% within male and 

female 
26.9% 15.4% 38.5% 19.2% 100.0% 

Count 8 7 5 3 23 

Male and 

female 

Female 

% within male and 

female 
34.8% 30.4% 21.7% 13.0% 100.0% 

Count 15 11 15 8 49 Total 

% within male and 

female 
30.6% 22.4% 30.6% 16.3% 100.0% 

 

The results depict that consumers prefer the brand Bata more because of its quality and 

variety of shoes, rather than its price (sales promotions). And when it was more deeply 

analyzed the lesser impact of price as compared to other factors was revealed to be the low 

level of sales promotion recall by the consumer. Thus revealing that it is essential for a 

consumer to remember the respective sales promotion activities, for the activities to create 

any significant long term impact on the company’s profitability through increase in brand 

loyalty. 

 
Do you remember any sales 

promotion offered by Bata Total 

  Yes no Vaguely Yes 

Count 11 12 3 26 Male 

% within male and female 42.3% 46.2% 11.5% 100.0% 

Count 5 12 7 24 

Male and 

female 

Female 

% within male and female 20.8% 50.0% 29.2% 100.0% 

Count 16 24 10 50 Total 

% within male and female 32.0% 48.0% 20.0% 100.0% 
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4.2 Servis 

4.2.1 Financial Results of Servis 

Annual Sales Servis 
Company 2008 2009 Increase in Sales (%) 

Servis(2009) 6,393,323,000 7,680,237,000 16.76 

If we observe the change in the annual sales it is seen that annual sales of Servis has 

increased by 16.76% during the year 2008-2009. Further monthly analysis of sales data was 

conducted.  

Monthly Sales Servis 
Month Sales 2009 Increase/Decrease in Sales (%) 

Jan 440,019,000 0.00 

Feb 554,857,000 20.70 

Mar 598,002,000 26.42 

Apr 623,451,000 29.42 

May 567,789,000 22.50 

Jun 435,628,000 -1.01 

Jul 597,422,000 26.35 

Aug 619,826,000 29.01 

Sep 799,819,000 44.99 

Oct 899,433,000 51.08 

Nov 781,555,000 43.70 

Dec 762,436,000 42.29 

 

If we analyze the increase or decrease in the monthly sales it is observed that there is rising 

trend in the monthly sales as relative to first month of the year as we taken it as base period. 

In the month of February sales promotion in the form of 50% discount was offered; this 

lead to the increase in monthly sales up to 22% when compared with the previous month of 

Jan which we have taken as base period. After that they offered sale promotion of price 

discount in the month of May-June same as the Bata. In 2009 it was offered as 40% 

discount on purchase of shoes. In the month of May it increased to 22.50%. Then again in 

the month of September when Servis offered sales promotion for school going children 

sales came up to the level of 44.99%. Then in the month of November-December winter 

sales promotion of 50% discount was offered and increase in sales of 43.70% was 

observed.  
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Financial Ratios of Servis 

Company 

Gross Profit 

Margin (%) 

Operating Profit Margin 

(%) 

Net Profit Margin 

(%) 

Price to Sales 

Ratio 

Servis(2009) 20.55 12.19 8.60 0.03 

Servis(2008) 16.24 7.48 5.33 0.03 

 

The gross profit margin of Servis in 2009 shows an upward trend as compared to last year. 

This ratio is calculated after direct costs (cost of goods sold) have been taken out of the 

sales figure. The other two ratios (operating profit margin and net profit margin) also show 

an increasing   trend. As far as price to sales ratio is concerned it is same for both for the 

years. As compared to sales promotion strategy there was no new sales promotion strategy 

for this year and sales promotion strategies and periods were almost same. So there is no 

demarcating impact of sales promotions on annual sales. 

4.2.2 Consumer Analysis of Servis 

100 consumers of Servis Industries were surveyed through a questionnaire to observe the 

consumer’s perception about sales promotion and its relationship with brand loyalty of the 

consumer.  

Correlation between Mean Perception about Sales Promotion and Brand Loyalty of 

Servis 

  

Mean perception of 

promotional offers 

Mean of brand 

loyalty 

Pearson Correlation 1 .638(**) 

Sig. (2-tailed)  .000 

Mean perception of 

promotional offers 

N 50 50 

Pearson Correlation .638(**) 1 

Sig. (2-tailed) .000  

Mean of brand loyalty 

N 50 50 

** Correlation is significant at the 0.01 level (2-tailed). 

N= number of workers, r = correlation 

The above table depicts a moderately strong and positive relationship between the two 

variables [r = .638**, n = 50, p <.01]. The strength and significance of the relationship for 

Servis industries is greater than Bata Ltd, the reasons for which are explored and explained 

later. However H0 is rejected and H1 is accepted on the basis of the above results.  

H1= A positive relationship exists between the consumer’s perception of sales promotion 

and brand loyalty. 
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Regression Analysis between Mean Perception about Sales Promotion and Brand 

Loyalty of Bata 

For the development of the regression equation the regression analysis was conducted. The 

results are: 
Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

Model  B Std. Error Beta B Std. Error 

(Constant) 1.454 .381  3.817 .000 1 

Mean perception of 

promotional offers 
.581 .101 .638 5.734 .000 

a  Dependent Variable: Mean of brand loyalty 

The regression model obtained from the above table is: 

Brand loyalty=1.454+.581*X1 

where X1 is the value of mean perception about promotion.  

 

Impact of extraneous factors 

The same steps were followed for Servis Industries; we asked the consumer’s the reasons 

for preference of Servis products in order to explore the presence of variables other than the 

independent variable causing the change in the dependent variable.   

 
what are the reasons of this preference 

  Quality Price variety any other Total 

Count 10 3 7 1 21 male 

% within male and 

female 
47.6% 14.3% 33.3% 4.8% 100.0% 

Count 5 16 6 2 29 

male and 

female 

female 

% within male and 

female 
17.2% 55.2% 20.7% 6.9% 100.0% 

Count 15 19 13 3 50 Total 

% within male and 

female 
30.0% 38.0% 26.0% 6.0% 100.0% 

  

The consumer’s of Servis clearly states price as their major reason of preference for the 

company’s products, thus showing that the company’s sales promotions are creating the 
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desired long term impact effectively; which can also be seen by the stronger value of 

correlation.   

 

And finally to re-verify the previous conclusion consumer’s recall was measured and the 

long term impact of Servis Company’s sales promotion was confirmed by 46% of the 

respondents stating that they remember the company’s sales promotions.  
Do you remember any sales 

promotion offered by Servis Total 

  Yes no vaguely Yes 

Count 12 9 0 21 male 

% within male and female 57.1% 42.9% .0% 100.0% 

Count 11 10 8 29 

male and 

female 

female 

% within male and female 37.9% 34.5% 27.6% 100.0% 

Count 23 19 8 50 Total 

% within male and female 46.0% 38.0% 16.0% 100.0% 

5. Conclusion 

There are many researches that investigated the consumers’ perception about sales 

promotion and brand loyalty of the brand to analyze their impact on increase in sales and 

firm’s profitability along with all contributing factors of the firms’ profitability. The 

financial analysis clearly depicted that the company’s sales significantly increases in the 

period of sales promotion. Results of the consumer survey indicated that consumers’ 

perception about sales promotion has a significantly positive relationship with brand 

loyalty, so that the research hypothesis is supported for each company. Therefore both the 

short term and long term impact of sales promotion can be observed through the analysis of 

two companies from the Shoe industry of Pakistan.  

 

 Furthermore it was also investigated that firms’ with consumers’ for whom the reasons of 

preference is price are more likely to show vital increase in sales in the periods in which 

sales promotion is being offered than the companies whom consumers are preferring the 

brand for quality or some other reasons. And this aspect is also closely related with the 

consumer’s ability to adequately recall the respective company’s sales promotion activities. 

When the consumers remember the activity it is more effectively converted into a long term 

asset building tool for the company.  
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