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ABSTRACT

Sales inecentives are
frequently used by marketers
to launch new products or
boost the sale of existing
productss Two of the

major decisions concerning
the use of sales incentive
are what size and what form
of incentive to offer,

While the cbjective is to
influence overt purchasing
behavior, the underlying
processes are of interest

in explaining and predicting
the magnitude of response,
Attribution theory is used
to provide a framework for
these decisions and in
understanding the process
that leads to overt behavior.



SALES INCENTIVE DECISIONS WITHIN AN ATTRIBUTION
THEORY FRAMEWORK

Marketers from time to time offer a variety of sales incentives in
their efforts to gain and maintain customors, In the United States,
packaged gecods, durablos, services and a variety of other producta

are regularly promoted with the help of’incantives.1

In Britain,
use of multipacks have registered a large increass in 1977 over
1976.2 In India, laundry detergents are scld along with offers of

plastic bucksts and baskets and packaged tea with offers of bath soap,

The use of sales incentive is not limited to any particular kind of
goods nor any specific naticnal market. Reduced price offers, self-
liquidating premiums, free samples, multi-packs, coupons, give—aways,
contests, special offers are various forms of incentives used by
marketers in many countries to promote sales of their praducts to

household and instituticnal buyers as well as to trade channels,

Incentives 3 Definition & Objectives

An incentive may be defined as an object of finanecial value offered
to an individual, group or institution in order to obtain some overt
behauioural.change.3 Generally, incentives are offers_that tempo-

rarily enhance the financial value of an object, If an incentive



'ia offered continuously, it should be viewed as an integral component
of the product itself and it Would not be proper to call such an offer

an incentive,

While incéntiués are aimed at influencing behaviour of trade members
and salesmeén, an important target of sales inbentiué effort is the
customer, The objactiVe generally is to enhance the customer's pur=
chase motivation. Ideally, the intrinsic motivation to buy and use a
product should be so high that no additional incentives are raquired,
Howsver, this ideal state will not always exist. Ffor example, in the
adoption of contraceptive methods, incentives may have to be given to
enhance the level of intrinsic motiuation.4 Frequently, however,
motivation towards a product class (e.9e shampoo, soft drinks) will
be gquite strong but not sufficiently directed towards a particular
pranc (e.g. Agres, Pepsi), It therefore becomes necessary to direct
the customers' generic motivation towards a specific brand through the

use of sales incentives,

The spacific objectives of sales incentives include creation of product
trial, increased or more varied usage, repeat purchase, increaseed
frequency of purchass, larger unit purchase and creation of brand or
source loyalty.s Many new products or brands, for example, are often
introduced with a limifed low price offer to generate trial from

existing users of competitive producte or non-users, The expectation



* is that the trial will lead to satisfactory product experience and
repeat purchase will take place at a higher price. Established brands

aleo use various incentives to boost their sales,

Decisions within An Attribution Theory Framework

Attribution theory6 can be used as a framework for analysing sales
incentive decisionsi The theory proposes a process of cause-and-effect
detemination which is used by individuals to analyzs and modify one's
own behaviour. According to the theory, an individual is assumed to
‘examine his/her own behaviour in an attempt to understand why the
behaviour took places If the major causes for behaviour are found to
lie within the individual, then it is inferred that the behaviour took
place because of a favourable predisposition towards it, Huwéver, if
the motivations are judged to lie outside the individual (in the situ=
ation, the environment, etc.), then these external causes are conside~
red to be the detemminants of the behaviour, In the latter case, one
would not expect the behaviour to be repeated in the abssnece of these
external motivating factors,

This theoretical framework is useful not only for communicatio‘h7 but
alse for sales incentive decisinns.a Incentives are a form of external
motivators for purchasing bshaviour. If an incentive offer leads to

purchase behaviour but it perceptiunally dominates as the gause for



“behaviouly then it is unlikely that repeat pehaviour will take place in
the absence of incentives, However, if it is not perceived as the
primary determinant of behaviour, then attribution of cause to internal
motivations is likely which will facilitate repeat behaviour in the
ahsence of incentives. It is therefore useful to analyze sales incen=
tive decisions within an attribution theory framework. Using the
framework, it may be possible to design incentive offers such thatlthey

lovad to the achieuement of program chjectives.

8gles Incentive Decisions

The matketing or sales promotions manager has to make a variety of
decisions once it has been decided to offer sales incentives, Ffor

instance,

*

What should be the value of the sales incentive?

# To whom should it be affered?

*

How should it be communicated, delivered?
# How long should it be offered?
* What form of incentive to offer?
These decisions are taken in a managerial setting which is influenced

by competitive practices and gnvironmental pressures.

While the use of incentives is primarily directed towards an immediate

behavioral response (e.g. trial, increased stock displays, larger



purchases, etc.), longer term consequences are also of considerable
importance., It raises questions such asi

+* Did the response take place because of incentives
alone?

# Will the response be repeated in the absence of
incentives?

# Can satisfaction and motivation be sustained without
sales incentives in the face of competitive promotional
programs?

# Will the use of sales incentives lead to increased
promotional costs in the future?

These are some of the fundamental gquestions which arise with the use
of incentive schemas, It is possible to conceptualize responses to

these questions within the attribution theory framework,

Perhaps the two more important managerial decisicns concern the gize
and form of sales incentives, The size of an incentive directly
affects the financial obligation and therefore the returns expected
fromiit. A 15ﬁ‘price-off scheme obviously entails a lower obligation
than a 25¢ price-off scheme, However, the size of an offer also
affeﬁts the value perceived by the target audience which in turn
affects the magnitude of response. A 25¢ price=off schems is likely

to be more attractive than a 15¢ price-off one, ceteries paribus,

GCiven a docision on the particular value of an incentive, another

decision must be made with respect to its form, The form of a sales



incentive affects porceived value but in a more qualitative way, There
are various alternative forms which may be scaled in temms of related=-
ness to the product being promoted. For example, price~offs, multi=-
packs are incentives in the form of the product itselfs use of a
complementary product as a gift or self=-liquidating premium (e.gs
plastic bucket with laundry detergent; shampoo with creme rinse, stce)
will be a producterelated incentive form whereas a totally distinct
product will constitutc an-unrelated incentive.  Recently, Dr Pepper
offered a $2 refund towards the next purchase of beef (preduct-
unrelated) while Atra Razor offered $2 rebate on proof of purchase

(prndudt-related).g
The value and form of an incentive are importanf competitive tools in
the battle for brand shares, The implications of attribution theory

for these two decision areas are therefore particularly interesting,

Incentive size

The response betwsen incentive size and response levels is shawn in
Figure 1. A positiye relationship is expected between immediate
response and incentive size while a pegatjve relationship isrlikely
between future response, In other words, a larger incentive is
likely to create stronger immediate impact but is unlikalf to mainta=

in that level of response in the futures On the other hand,



a smaller incentive is likely to geterate a lowsr level of immediate
'response but is more likely to maintain it in the future, Thus,
programs that are interested in hgth short and longer term responses

will benefit from a moderate-sized incentive,

These relationships are derived from an attribution explanation, As
per the theory, it is predicted that a behavioural ieaponse to a sales
incentive offer will be subjectively analyzed by the individual and
cauées determined, Larger the incentive size, greater its attractive~
ness and stronger -the immediate response, This leads'tn the positive
relationship between incentive size and immediate response, Hewever,
a larger incentive will also be more visible as an external motivator
and therefore stfonger the attribution that the behaviour took pléce
becauss of the incentive alone., UWhen such strong attributions are
madelto external causes, personal dispositicons such as satisfying
experience, preference, attitude are dampened. Repeat behaviour in the
absence of such incentive is therefore unlikely in the future, Hence,
a negative relationship between incentive size and future response,
Thére is some empirical support for this relationship although there
is no direct test of the underlying attribution mechanism.10

In terms of practical examples, this implies that a 25¢ price-off

scheme will be more successive in the short term and less effective



in the long run than a 15¢ pricoc—off schemey also implies that while
a 5¢ or 10§ price-off scheme may be even more effective than a 15¢
price-cff scheme in the long run, the overall effects, considering

both short and long terms, will be groater for 15¢ price—off scheme,

Incentive form

Since the value of a particular incentive may be offered in various
forms, the proposed relationship between incentive form and response
(as shown in Figure 2) may be useful for decision makings A negative
rélationship is expected between immediate response and product form
but a positive relationship is assumed between form and future response,
In this cass, incentive form is analyzed only in terms of its product
relatedness, In other words, it is expected that as the form of
incentiqe becomes diFFerentJand distinct from the product, it leads to
higher immediate respcnse but lower future response, Ob jectives that
include long and short-term responses should not select incentive

forms from the extreme snds of the product-relatedness scale,

These relationships may also be deduced from attribution theory. It
is postulated that as the degree of product=relatedness decreases |
(i.e. incentiue becomes distinct from the product promoted), it
increases in attractivensss which creates immediate response, So for

iow product-related incentives, immediate response is higher and a



negative relaticnship is croated between immediate response and product
-relatedness, 0On the other hand, as the incentive increases in product—
_telatedness, it facilitates causal attribution to internal motivaticns
which favourably affect future response, That is, an incentive that

is high in product=relatedness while obtaining a lower initial respanse,
leads to mors favourable internal dispositions, ‘Therefore, a positive
relationship is created between future response and product-~related

incentivaes,

The primary' assumption is that as the incantive decreases in product;
rslataa;ess, it increases in distinctiveness which makes it difficult
to diséssociate the incentive from the behaviour. Therefore, atéribu-
tion to the incentive will be stronger for the product-unrelated
incentive and weaker for the product-related incentive, This will
affect repstition of future behaviour in the absence of incentives,
The form of incentive will thus affect respondents' sensitivity to
causal detarminants. There is yet no empirical test of the relation-
ships posited between incentive form and response behaviour. This
relationship may be demonstrated with a practical examples Given that
Dr Pepper had decided to offer a $2 rebate, it could be offered on
future purchases of Dr Pepper (product—form incentive), or on future

purchases of beef (product-unrelated incentive), If the derivations

from attribution theory are valid, the implications would be that
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“over the longer term, the first form of incentive would be more

succassful than the second,

Managerial Implications

Relevance of these relationships to managerial decisicns is quite high.
Tﬁa implications are particularly relevant te sales promotion decisions
for new introductions, lNeu gntries in fields with well-entrenched
brands have a particular problem of generating trial among sufficient
numbe; of users, Incentives ére likely to be offered and large

j incentives may be chosen in order to attract users of competitive
brands, While this would genmerate high initial rosponse, this may not
be sustained, Accecrding ﬁu attribution theory, larger the incentive,
‘lower the probability of attribution being made to internal dispositions
and hence, lower the likselihood of repeat purchase occurring in the

ahsence of incentives,

A similar type of recasoning will affect responses to incentive forms,
If thé new entty is promoted with another product which is different
from the promoted brand\kproduct-unrelated incentive), then the
attractiveness of the incentive will create initial response but fail
to sustain it in the absence of the incentive, For longer tsmm
responses, it would thus be preferable to offer incentives that are

a8 closely related to the product as possible,



For products that are not repetitively purchased such as consumer dura=
bles, 10n§ term responses are of little consequence. Therefore, larger
and producte~unrelated incentives are likely to generate higher immediate

responses and are therefore to be preferred for sales promotion decisicns,

Copclusion

It has been shown that incentive decisions can be analyzed within an
attribution theory frameworks Two major incentive decisions = how ‘
large and what form - have been considereds It tas been postulated
that a moderately sized incentive will produce better overall response
when Eoth long and short torm effects are considered. This supports
common sense observations that "too large an incentive must be selling

a bad product™.

Similarly, incentive forms {represented in terms of product—relatedness)
will differently affect rcsponse behavioure It is hypothosized that

a highly product-~related incentive will elicit lower immediate response
but perform better over a longer period of time. The opposite is
likely to be true with product-unrelated incentives, -Again, feeling
that an attractivc premium or gift (which is unrelated) will be bought
for the gift rather than the product is popular support for this
relationship. Attribution theory, however, is used to Justify the

relationships expocted betwesn response and incentives,
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"FIGURE 1

RESPONSES TO INCENTIVE SIZE

Response
High
a0 _ Immediate
Overall
/ Future .
Low ////

~ Small -y large

Incentive size




13

FIGURE 2

RESPONSES TO INCENTIVE FORM
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