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The Three Faces of Price Promotions: Economic, Informative, and Affective

Abstract


Sales promotions (short term incentives designed to increase the sales of a brand, such as coupons, discount sales, free offers, etc.) form a large and growing part of the marketing budget worldwide.  The key managerial questions regarding sales promotions today are:  a) Are they increasing sales to their maximum potential? b) Can they be made more efficient? c) Can this be achieved through their design and communication? and  d) What are their long term effects?


In this article we propose a psychological model that examines the effect of managerially controllable actions, specifically, designing and communicating a sales promotion, on increasing the incentive for different segments of consumers to purchase a product.  We develop an integrative model that theorizes that sales promotions have three distinct aspects: (i) An economic aspect that provides an immediate economic incentive to purchase a brand, including non-monetary incentives such as saving time and effort to make a decision;  (ii) An informational aspect that consumers use as the basis to draw inferences; and  (iii) An affective aspect that impacts how consumers feel about their shopping transaction.  


We suggest that the manner in which a promotional offer is designed and communicated differentially impact both its information value and its affective appeal, and accordingly, enhance or diminish the economic incentive it provides the consumer.  Such a conceptualization can help managers design and communicate consumer promotions more efficiently as well as more effectively.


"The Three Faces of Price Promotions: Economic, Informative, and Affective"

Consumer promotions now account for almost a quarter of the marketing budget of consumer product companies.  Total marketer coupon spending in 2001 was $6.5 billion.  From the consumer point of view, this means that consumers are being bombarded by consumer promotions aimed at persuading them to purchase and purchase now.  In 2001, an estimated 239 billion coupons
 were distributed in the U.S. and consumers redeemed 4 billion of these - an exposure rate of over 2,000 coupons per household per year, or nearly 6 coupons per day!  To put this in perspective, coupons are just one of a variety of consumer promotions tools used by manufacturers and retailers to induce trial, encourage repeat purchase, or induce brand switching.  Other common forms of promotions include sweepstakes, competitions, price discounts around calendar events, annual discount events by manufacturers or retailers, free gifts, free samples, trial packages, and membership rewards.  


Companies are becoming increasingly creative in the types of promotions that they are offering consumers.  The range, variety, and depth of discounts flooding the marketplace today suggest that processing these is far from an easy task for consumers.  Apart from the amount of money that companies are spending on these activities, the volume of sales promotions begs the question: How do consumers blitzed by promotional stimuli multiple times a day, 7 days a week, 365 days a year, react to these promotional stimuli?  The consumer is being bombarded by a range of promotions in almost every product category, in every media form: TV, radio, newspapers, mail, point of purchase material, internet and email.  Most promotions carry an economic incentive to purchase a specific brand, purchase it now, or purchase more of it.  Despite the economic incentives offered by promotions, it is clear that consumers will be unable to take advantage of every offer that they receive.  This article aims to delineate the multiple ways that a promotion “works” from the point of view of the consumer, and in doing so provides guidelines to manufacturers and retailers to offer effective and efficient promotions.


It is clear that promotions may no longer represent simply an economic incentive to purchase, but in addition have other effects on consumers deal evaluations and purchase intentions -- some of which may be intended by the manufacturer or retailer, while others (positive, or negative) may be completely unintentional.  Conceptualizing the multiple routes through which a sales promotion affects sales allows a practitioner to recognize effects that they may have.  For example, it is not entirely clear that higher deal values necessarily lead to higher purchase intentions.  This implies that managers may be inefficiently and ineffectively impacting their sales and profits.  The purpose of this paper is to discuss what these noneconomic effects may be, and how managers may leverage them to make their promotions more effective and efficient.  


A sales promotion is a short-term incentive designed to increase the sales of a brand.  Sales promotions, or "deals" as they are commonly referred to include coupons, discount sales, free offers, patronage rewards and others.  The key managerial questions regarding sales promotions today are:  

a) Are they increasing sales to their maximum potential (e.g., can coupon redemption rates be increased)?  

b) Can they be made more efficient (e.g., can coupon face values be lowered without affecting redemption adversely)?  

c) How sensitive is customer response to the design and communication of the sales promotion (e.g., are certain types of promotions more appropriate in certain circumstances)?

d) What, if any, are the long-term effects of sales promotions (e.g., do they lead to a larger customer base, or may they erode brand equity)?  


The escalation of research mirroring the increase of sales promotions as a marketing tool have prompted reviews of the manner in which promotions work both from the consumer point of view and from the manufacturer and retailer point of view (Blattberg and Neslin, 1990; Chandon, Wansink, and Laurent 2000, Neslin 2002).  The recent review by Chandon et al. (2000) proposes that sales promotions provide utilitarian benefits including savings, quality, convenience, and hedonic benefits including value expression, exploration, and entertainment.  In this paper, we build on the Chandon et al. (2000) framework, but incorporate additional utilitarian benefits (referred to as economic benefits), and affective benefits (including additional hedonic benefits, and negative affective benefits), as well as explicitly incorporate informative effects of promotions.  Our theoretical model proposes that a sales promotion positively and negatively influences consumers through three different routes:


a. Changing the economic utility associated with a product purchase--the economic route 


b. Influencing consumer's beliefs about the brand or industry--the informative route

c. Affecting the feelings and emotions aroused in the consumer--the affective route  


For example, a coupon may at the same time reduce the purchase cost of a packet of chips by 50 cents (positive economic effect), simplify the consumer’s decision as to which brand of chips to purchase (positive economic effect of reducing information processing costs of time and effort to make a decision), motivate the consumer to buy more and eat more chips than s/he wants to (negative economic effect), make the consumer believe that chips are overpriced (negative industry related informative effect), make the consumer believe that s/he doesn't really like the taste of the chips (negative product related informative effect), make the consumer feel smart about themselves (positive affect), but also feel irritated at having to clip the coupon and take it to the supermarket, which irritation may translate to the brand (negative affect).  

In the same vein, a restriction of the type “Limit 2 per customer” on a discounted offer of potato chips can affect consumers by making them feel irritated or inconvenienced (negative affect), making the consumer lose an opportunity to stockpile at a low price, or forcing him/ her to make additional purchases (negative economic impact), by changing what consumers believe about the transaction, e.g., that it is a good deal (positive information), or by providing an easy reference number of purchase quantity and simplifying the purchase quantity decision (positive decision-aid).  The first two routes should lead to sales restrictions reducing sales, while the latter two should lead to an increase in sales. 


This implies that if a company wishes to encourage trial of its brand of potato chips, it should weigh positive effects against potential negative repercussions while deciding whether or not it should spend its marketing budget on consumer promotions versus other marketing tools such as advertising or trade promotions.  If it decides to go ahead and offer a consumer promotion, such an analysis will help it decide on its promotional tools and tactics.  That is, it may ask the question: is a coupon the best way to encourage trial, or should I try a sweepstake, discount, or offer an in-pack gift?  Which of these is most likely to maintain or improve a positive effect while minimizing perceived negative effects to do with purchase quantity, industry cost inferences, brand quality inferences, and consumers' feelings?  Further, upon determining the appropriate promotional tool, such an analysis should also help managers decide the depth of the promotional offer and the manner of its communication.  For example, given the choice of a coupon to promote sales, should the coupon be 50 cents or 25 cents?  Can the brand encourage trial at a lower cost to itself by compensating for the lowered economic benefit to the consumer through reduced (or reversed) negative informational and affective effects?  Further, how should the coupon be designed so as to minimize negative informational effects - would the inclusion of the product's package or benefits help?  Should a reason for the promotion be provided?  Should restrictions of use be highlighted rather than relegated to the fine print?


Attention to these decisions can help make a promotional offering more effective in achieving the company's objectives and may assist in doing so at a lower cost.  Given the explosion of consumer promotions, the fine tuning of promotional offers may well be the path to make this tool more effective and profitable.  By disentangling the routes through which a sales promotion can affect final sales, a manager should be able to minimize potential negative effects and, therefore, increase the short-term efficiency and long-term efficacy of a promotional offer.  Following a short review of the reasons that promotions are offered from the point of view of the manufacturer or retailer, we discuss the different ways in which consumers process them - the proposed three routes by which promotions promote sales.

I. Sales Promotions: A brief review of whether and why they increase sales


In the early stages of their popularity, sales promotions invariably had a positive short-term impact on brand sales (see Neslin 2002 for an excellent review).  Studying the reasons contributing to sales increases is important not only to assess the profitability of promotional efforts, but also to understand the sales patterns for the brand after deal retraction.  Prior research has shown that promotional campaigns increase short-term sales both to new and existing customers.  Gupta (1988) analyzed scanner data and found that 84% of promotional sales increases were due to brand switchers.  However, Neslin and Shoemaker (1989) and others have shown that in some cases this increase may be temporary as brand switchers may be deal loyal and will revert to prior behavior after deal retraction.  


Sales may also increase as a result of existing customers purchasing more products or accelerating purchases.  Ehrenberg, Hammond and Goodhardt (1992) studied 175 large-scale promotions and found that sales increases were primarily from existing customers.  However, in this case, it is likely that sales will drop after deal retraction as customers work through stockpiles unless consumption patterns increase.  Mulhern (1989) also showed that other sales increases may occur indirectly as complementary or other same-brand products increase sales due to the promotion.  The various routes for sales increases from promotions are summarized in Figure 1.

Figure 1:  Main sources of sales increases from a promotion

	
	Existing customers
	New customers

	Promoted products
	· Increase purchase quantity for stockpiling

· Increase or accelerate purchase frequency

· Reduce brand switching and retain existing customers
	· Increase purchase by brand switchers

· Increase primary demand for category

· Increase purchase by store switchers

	Non-promoted products
	· Use complements

· Spillover brand effects


II. Three routes by which consumer promotions affect sales

As mentioned above, the effect of sales promotions on brand sales in the short run has typically been found to be non-negative.  We argue that the final effect on sales is some combination of positive and negative economic, informative, and affective effects.  As the positive effects may dominate the negative effects, the net short-term effect may be positive, though results may differ in the long-term, when the strength of the positive effects diminish and the net effects are driven by any continuing negative influences.  Below, we discuss how the three routes affect consumers’ evaluations of deals. 

A. Economic Effects

Economic effects pertain to a monetary or non-monetary gain that a sales promotion provides to the consumer.  While monetary savings are self-explanatory, coupons can also serve an advertising or awareness role that has even been shown to cause some households to make an incremental purchase without redeeming the coupon (Bawa and Shoemaker 1989; Dhar and Hoch 1996; Srinivasan, Leone, and Mulhern 1995).  Other non-monetary costs also affect the transaction time or effort required for a consumer to make a decision by simplifying the decision process via a reason to buy or not buy, signaling a good deal or providing a reminder cue.  Chandon, Wansink, and Laurent’s (2000) framework incorporates these non-monetary costs under the construct of “convenience”, defined as the increased shopping efficiency attributable to reduced search costs in identifying the product required, reminding consumers of a need, and reducing decision costs by providing easy to use heuristics as a decision aid.


The combined effects of monetary and non-monetary savings allow not only lower unit cost of consumption, but also either reduce the total outlay (overall expense), or increase the overall amount purchased, or the variety of the shopping basket.  However, there are some possible hidden costs of these economic incentives as well, such as those associated with stockpiling, increased consumption, increased search time required to find the best deal or even delayed purchases while waiting for a promotional offer.  Longer-term non-monetary costs could include reduced choice set as customers make sub-optimal purchase decisions to avail of loyalty type rewards or Lal’s (1990) assertion that promotions serve to maintain premium prices as national brand cooperate implicitly to defend market share versus private label competitors.  Thus, even economic effects may be either positive or negative.  Figure 2 outlines the economic routes through which promotions affect sales.

Figure 2:  Economic routes by which promotions affect sales (from customer perspective)

	
	Monetary
	Non-monetary

	Positive
	· Reduce price of a given quantity

· Increase volume for a given price

· Upgrade brands for same price

· Provide additional product at lower cost (“buy one, get one” type offers)

· Low cost opportunity for trial
	· Increase awareness of product

· Reduce length of decision process

· Signal a good deal

· Provide reason to buy (“free gift with purchase” offers)

· Provide a cue for purchase quantity

	Negative
	· Increase stockpiling costs to hold inventory

· Require consumption of non-essentials to obtain deal (for deals contingent on purchase of another product)

· Maintain high prices via national brand cooperation
	· Increase search time to find best deal

· Delay purchases to wait for deal

· Reduce consumption to wait for deal

· Increase consumption due to extra inventory

· Reduce choice set through loyalty program lock-in


B. Informational Effects


Informational effects of a price promotion pertain to the inferences drawn by a consumer exposed to a promotion, which inferences would not have been drawn in the absence of the sales promotion.  The informative role of price promotions may occasionally undercut its economic benefits, leading to negative effects on sales.  On the other hand, the informative effect of a promotion can be positive, enhancing its economic value.  Information effects are categorized as those that relate specifically to the brand, or are brand-related (e.g., brands sharing a name with the target product, or brands manufactured by the same company) and those that relate to non-brand specific aspects (the industry - including competing firms, the retail store, or the buyers themselves).


The basis for the information effects of a promotion comes from attribution theory that suggests that consumers assign causes for managerial actions (See Folkes 1988, for a review of marketing applications of attribution theory) and inferencing that suggests people infer missing information from information that is contextually available (Raghubir 1998).  There is support for both processes in the research on promotions.  Below, rather than explore the antecedents how and why a promotion is informative, we detail the manner in which it is informative: i.e., what types of inferences are drawn from promotions, what kinds of reasons are attributed to them and how these affect the information content of a promotion.  


Price expectations, quality expectations and promotional patterns are the most common informational affects of promotions.  A price promotion can affect perceptions of the price of the product by influencing what prices consumers expect to see (e.g., Kalwani and Yim 1992), what they believe they did see (e.g., Krishna and Johar 1996), what they infer prices actually are (e.g., Inman, McAlister and Hoyer 1990, Raghubir 1998) and what they believe is a good price (e.g., Stiving and Winer 1999).  Winer (1988) proposed that price promotions may lead to lower reference prices for that brand as compared to one that is not promoted and may backfire in the long run if the promotional price becomes the reference price against which the regular price is viewed unfavorably.    


There is also evidence that price promotions lead to unfavorable quality and brand evaluations.  Literature on the relationship between price and perceived quality has found that a relatively lower price signals inferior quality and that this effect is magnified in the absence of alternate information to make a quality judgment (e.g., Etgar and Malhotra 1981, Monroe and Petroshius 1981, Olson 1977, Rao and Monroe 1988).  There is also evidence that price promotions lead to unfavorable brand evaluations.  For example, Lichtenstein, Burton and O’Hara (1989) found that brand-specific attributions for a promotion were negatively valenced and associated with perceptions of poorer quality (e.g., “because the car is inferior”), whereas non-brand reasons were neutral or complimentary to the brand.  In the opposite direction, deal restrictions or purchase limits can have a positive effect on quality expectations by signaling the value of the transaction or the popularity of the brand (Inman, Peter and Raghubir 1997).


In addition to price and quality expectations, consumers develop promotional pattern expectations based on brands’ dealing patterns (Kalwani and Yim 1992, Lattin and Bucklin 1989).  These expectations increase the probability of purchase when customers encounter an unexpected price promotion on a brand while decreasing purchase likelihood to a greater extent if they expect the brand to be promoted and it is not.  However, it has been shown that perceived promotion regularity differs from actual deal regularity and competitors’ dealing patterns greatly affect a brand’s perceived deal frequency.  Krishna (1991) demonstrated that the more regular the dealing pattern of a brand, the more accurate the perception of deal frequency of its competitor.  Figure 3 outlines the routes by which informational effects impact sales across types of inferences.

Figure 3:  Informational routes by which promotions affect sales

	Customer related inferences
	· Taking advantage of this offer tells one that I am:

· Smart

· Lucky 

· Cheap

· Other people will think this is a good deal

	Brand related inferences
	· Presence of restrictions signals customer demand for the deal

· Deeper discounts lead to higher perceived prices

· Deep discounts (including being offered for free) lead to perceptions of lower costs and higher margins

· Discount offers lead to lower quality perceptions and expectations for the brand, especially when others do not promote

· Offering a range of deals leads to perceptions of unfairness for those who receive shallower discounts

· Presence of a promotion may create uncertainty about the value of the brand

	Channel and industry related inferences
	Industry related inferences
	Store related inferences

	
	· Asymmetric deal patterns may indicate quality variation across firms

· Dealing patterns of competing firms signals the level of competition within the industry

· Frequent industry dealing may lead to perceptions of low industry costs and margins
	· Promotional offers will affect a store’s price and quality reputation regardless if the deal is offered by the manufacturer or store


C. Affective Effects

Affective effects of a price promotion are defined as the feelings and emotions aroused by exposure to a promotion, purchase on a promotion, or as a result of missing a promotion.  These are categorized along two dimensions:  general/specific and positive/negative.  New theories of the manner in which sales promotions work have implicated the affective effects of sales promotions, though most of the evidence has been in terms of the positive affective routes by which a promotion promotes sales (e.g., Chandon et. al. 2000, Schindler 1992).


For example, Chandon et. al. (2000) propose that promotions may provide hedonic benefits such as entertainment (due to the fun associated with promotions such as sweepstakes) and exploration (the ability to do new things, such as buy new brands).  However, there are also negative affects such as embarrassment and annoyance that have been explored and found to play an important role in the manner in which people evaluate deals (e.g., Honea 2001, Honea and Dahl 2001).


Furthermore, Simonson (1992) studied specific negative effects by examining a limited time offer and manipulating its salience.  By asking consumers to think about how they would feel if they did not take advantage of a “limited time” promotion and later found they had to pay full price, he finds that these subjects are more likely than control subjects to purchase during a promotion offered to them later.  He explains his effects in terms of regret theory (e.g., Bell 1982; Loomes and Sugden 1982).  The projected feelings of regret in the future, when made salient at the current time, were proposed to lead to higher likelihood of purchase.  Inman and McAlister (1994) argue that the spike in coupon redemptions immediately preceding the coupon’s expiration is due to consumers anticipating the regret they would experience from missing out on the deal.  An overview of how affective effects impact sales is given in figure 4.

Figure 4: Affective routes by which promotions impact sales
	
	General
	Specific

	Positive
	· Hedonic benefits and entertainment of buying on deal

· Exploration and thrill of trying new things
	· Feeling of being smart to buy on deal

· Feeling of being lucky to avail of the deal

	Negative
	· Annoyance of dealing with coupons or restrictions
	· Disappointment and regret of missing out on deal 

· Embarrassment of appearing cheap

· Feeling of unfairness or envy if other consumers (e.g., new customers) receive a better deal.



To summarize, a sales promotion influences sales through three different routes: the economic utility it provides, the inferences it leads to and the feelings it arouses.  A graphical representation of this model is provided in figure 5.  

Figure 5: The three routes by which price promotions impact sales



Next we explore factors that affect the relative importance of these three routes, and the specifics of the manner in which the routes operate.  These are categorized as managerially controllable factors such as promotional features and communication and those exogenous factors that are outside the manager’s control including individual differences among consumers.

III. Managerial design of promotions 


Managers make decisions about the design and communication of a promotion, which in turn affect how consumers process promotional information.  Some of these design factors include the choice of product, target segment, type of promotion and communication.  Within each of these decisions there are a range of managerially controllable and uncontrollable factors that will affect short-term and longer-term effectiveness of the promotion.  Some decisions, such as choice of product to promote, are more straightforward since market forces are commonly studied in business school and guide the manager’s decision.  However, other decisions are less obvious, such as choice of target segment, where unmeasured customer attributes such as expertise or deal proneness may greatly affect the outcome.  Thus, it is in the interest of managers to understand the levels of promotional design decisions in order to anticipate possible negative informational or affective responses to promotional offers or find routes to offer reduced economic incentives while improving deal efficacy.  


As with most marketing decisions, effective promotional design requires an understanding of the target segment and their relationship with the promoted product.  A promotional offer will cause fewer negative inferences regarding the brand or product quality in the case of experience-type goods or frequently purchased items (Raghubir and Corfman 1999) or a target-segment with high levels of expertise (Inman, Peter and Raghubir 1997).  However, in the case of new products or categories or markets without significant dealing by competitors, managers may need to use offer features such as deal restrictions to signal the value of the brand (Inman et. al. 1997).  Firms may also choose to offset negative quality inferences by offering more information in the description of the promotion including a reference price or a reason for discounting such as an anniversary or end of season.  When possible, managers should also consider crafting deals with strong affective appeal through the use of “buy one, get one free” type offers (Das 1992).


Figure 6 shows the levels of managerial decisions regarding sales promotions, the factors within each variable that will affect the outcome and some brief findings regarding the three routes to impact sales - economic, information or affective.  [This figure is great!  However, it would be best if each note/description included a supporting reference.]

I really like this, but it is pretty general.  Would it be possible to add some examples or real promotions taken from the Bay Area and talk about how they might have been improved?
Figure 6: Process model of promotional design

	Managerial decision
	Construct affected
	Economic effect
	Information effect
	Affective effect
	Notes or description

	Choice of product to promote
	Industry competitiveness
	
	X
	
	If promotional behavior is uncommon in the industry, consumers may attribute brand promotional behavior to low quality.

	
	Cost structure
	X


	X


	X


	Low costs allow deeper promotions and customers love large discounts but deeper promotions also lead to inferences of high prices and fat margins.  

	
	Type of product
	
	X
	
	Experience-type goods and frequently purchased goods are less affected by promotions due to high consumer familiarity (Raghubir and Corfman 1999).

	
	Degree of variability
	
	X
	
	High variation in prices, quality or costs across firms reduces the positive and negative informational effects of a promotion.

	Choice of target segment
	Expertise
	
	X
	
	Expertise reduces the inferences a consumer draws from promotional communication (Inman, Peter and Raghubir 1997).  

	
	Deal proneness
	
	
	X
	Some people enjoy buying on deal more than others.

	
	Demographics
	X
	
	
	Coupons are more likely to be redeemed by females and lower income households (Lichtenstein, Netemeyer and Burton 1991) and the presence of children and a “working wife” have a negative effect on the ability to take advantage of deals since both activities are time sensitive (Buesing, Peacock and Sen 1978).

	
	Non-targeted segment
	
	
	X
	Feelings of unfairness or envy from others getting a better deal (Krishna et al. 2002).

	
	Need for cognition
	
	X
	
	Some customers are more willing to make the effort to process information while others will rely only on the information presented to make decisions and are thus more prone to use restrictions and other deal details as sources of information (Inman et al 1997).

	Type of promotion and design
	Price or non-price deal (including “discount with purchase”)
	X

X
	
	X


	“Free” offers are higher on affective dimensions than price promotions as they can allow consumers to explore and satisfy their need for variety by trying new product categories (Chandon, Wansink and Laurent 2000).  But true effectiveness depends on customers increasing subsequent consumption to ensure ongoing repurchase levels (Wansink et al).

Presence of “purchase with purchase” (e.g. discount on 2nd product with a minimum purchase amount) may backfire if consumers feel unlikely to avail of the discount, as they will use this as a reason not to purchase the brand (Simonson, Carmon and O’Curry 1994).

	
	Depth of discount
	X

X


	X


	X


	Larger discounts can reduce search costs for customers.

Depth of discount must be large enough to be noticed but not too large as to be unbelievable.  Discounts between 10% and 30% lead to differences in perceived savings, but there are no differences between 30%, 40% and 50% discounts (Della Bitta, Monroe and McGinnis 1981)

A discount level of 50% is less appealing than a 20% discount which is less appealing than a free offer (Scott 1976). [IS THIS RIGHT?]
Coupon face value is positively related to incremental sales (Irons, Little and Klein 1983) but this may be due to increase in infrequent buyers or brand switchers (Shoemaker and Tibrewala 1985).

	
	Redemption effort
	X


	X
	
	Higher redemption effort has negative effect upon coupon redemption rates (Cole and Chakraborty 1987; Shimp and Kavas 1984) however it can have a positive affect on repurchase via brand inferences (Dodson, Tybout and Steinthal 1978).

	
	Features (including restrictions and guarantees)
	X

X
	X
	X
	People appear to use explicitly stated purchase limits as an initial anchor in determining the purchase quantity of frequently purchased products (Wansink, Kent and Hoch 1998).

Restrictions can signal value of deal or brand and can ease the search process (Inman et al) but when the discount is low they lead to irritation and may backfire.

	Promotion pattern and intensity
	Deal frequency
	
	X

X
	
	The greater the perceived frequency of price promotions, the less consumers expect to pay for the brand (Kalwani and Yim 1992).  This could affect repeat purchase behavior.

A large number of noticeable discounts leads to higher perceived value than a small number of extreme discounts (Buyaukkurt 1986).

	
	Deal regularity
	
	X
	
	The greater the regularity of dealing the more accurate perceptions of deal frequency, particularly with an increase in the frequency of dealing for both the promoting brand as well for its competitors (Krishna 1991).  See above for effects of higher perceived deal frequency.

	Communication
	Semantic description
	X


	X

X

X


	X


	Semantic description can provide a cue for purchase quantity (ie. 2 for $5).

“Buy one, get one free” descriptions are superior to “Save $x” or “2 for $x” possibly due to the use of the word “free”, while  “x% off” is the least successful semantic description (Das 1992).

Use of tensile or vague claims like “up to 50% reduction” in conjunction with large advertised price reductions may result in decreased perceived offer value (Mobley, Bearden and Teel 1988).

	
	Amount of information (including economic details, reasons)
	
	X

X


	
	Presentation of a reference price increases perceived savings for a price promotion (Blair and Landon 1981, Della Bitta, Monroe and McGinnis 1981, Nystrom, Tamsons and Thams 1975).

Information can provide signal on price and quality.  Since price promotions may signal lower quality, other information should be given in the offer to reduce the negative affect on brand evaluations (Raghubir 1998).


IV. Conclusions


Sales promotions are a key tool for managers to increase sales.  Through this paper, we discuss how promotions work and propose a model that may allow managers to design promotions that are both more efficient and more effective.  In this article we propose a psychological model that examines the effect of managerially controllable actions, specifically, designing and communicating a sales promotion, on increasing the incentive for different segments of consumers to purchase a product.  We develop an integrative model that theorizes that sales promotions have three distinct aspects: (i) An economic aspect that provides an immediate economic incentive to purchase a brand, including non-monetary incentives such as saving time and effort to make a decision;  (ii) An informational aspect that consumers use as the basis to draw inferences; and  (iii) An affective aspect that impacts how consumers feel about their shopping transaction.  


We suggest that the manner in which a promotional offer is designed and communicated differentially impact both its information value and its affective appeal, and accordingly, enhance or diminish the economic incentive it provides the consumer.  Such a conceptualization can help managers design and communicate consumer promotions more efficiently as well as more effectively.
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