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To assist manufacturers in determin-
| ing the effectiveness of a variety of trade
| promotions, SPAR, an Elmsford, NY,
trade promotion consulting firm, devel-
oped what's known as SPARLINE.
Briefly, SPARLINE (See Exhibit 1) is de-
fined as the estimate of what the sales
would have been had the promotion not
been run. It allows the manufacturer to
measure accurately the incremental
sales and profits from a trade promotion,
thereby helping to develop a clear pic-
ture of what a trade promotion can, and
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cannot, do. Although important for any
manufacturer, this measurement of a
trade promotion’s effectiveness is crucial
for any brand that:

— spends heavily on both consumer
advertising and promotion;

— has a loyal buyer base that's
decreased in the past 10 years;

— has-doubled promotion spending
in the past 10 years;

— makes T0% of sales through
special deals to the trade;

— is losing long-term brand fran-
chises due to underspending on
the consumer and overspending
on the trade.

In all these cases, a SPARLINE helps
marketers get the most from their mar-
keting dollars by helping them select
activities that help build a long-term
consumer franchise. Without SPARLINE,
many manufacturers elect to spend
more on trade promotion, in hopes of bol-
stering short-term factory sales, at the
expense of building consumer demand
through advertising and consumer pro-
motion. Conversely, finding it hard to
differentiate increases generated by
trade promotion from those generated
by advertising, there’s also a danger of
increasing advertising budgets at the
expense of that part of the trade pro-
motion program that generates true in-
cremental sales and profits. This
“see-saw” approach to marketing can
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eventually hurt a brand, as advertising
and trade promotion remain constantly
out of “syne” and, in fact, become
counter-productive. For instance, where
heavy trade activity will prompt a step-
up in factory sales, an emphasis on
advertising could result in a short-run
slackening in factory shipments. Either
way, the manufacturer is at an im-
passe — the trade is well stocked, but
consumer demand isn't there; or con-
sumer demand is strong, but the trade
support necessary to take advantage of
this eonsumer demand is weak. Clearly,
this all-too-common predicament indi-
cates a need for a clear-cut method of
determining the most beneficial mix of
trade promotion and advertising expen-
ditures.

Enter SPARLINE.

To establish a brand's SPARLINE,
numerous variables such as trend, sea-
sonality, and marketplace situations such
as price, competitive activity, ete., must
first be identified and calculated by SPAR.
Using a complex, accurate formula, the
SPARLINE (i.e., estimate of unit volume
if the promotion was not run) is deter-
mined for the promoted product.
Incremental sales and profits are deter-
mined by subtracting the SPARLINE
unit volume from the actual unit volume
achieved during the promotion period.

Actual experience shows that man-
ufacturers using the SPARLINE
approach can reasonably expect to
increase their bottom-line profits by at
least 15% of their trade promotion ex-
penditures. This inerease results from
reductions in trade-deal expenditures
without any corresponding loss of sales
or from more efficient reallocation of
deal expenditures which build sales,
market share and profits. These
SPARLINE “results” then contribute
to the long-term viability of the brand
by allowing manufacturers to spend
saved, additional dollars in advertising
and/or consumer promotion.

Here's an example of the need to cal-
culate the impact of advertising and
trade promotion on incremental sales
and profits. Exhibit 2 shows sales in a
three-month period, in year one, without
advertising but with a trade promotion.
Exhibit 3 shows the same period the fol-
lowing year, this time with advertising
but without trade promotion. Note that
in year two, the SPARLINE or base con-
sumer franchise increased, even though
short-term factory shipments decreased

because the trade promotion was elimi-
nated. Without SPARLINE, it would be
very easy for the manufacturer to draw
the wrong conclusion that advertising
was ineffective and that it was a big
mistake to switch money from trade pro-
motion to advertising. In reality, factory
shipments did decline significantly, due
to the elimination of the trade promo-
tion, but advertising did what it was
supposed to do. . . increased base con-
sumer demand (SPARLINE) in year two
over year one. The conclusion? Adver-
tising was effective in building base con-
sumer demand, but total short factory
shipments were down, due to the elimi-
nation of trade promotion . . . not the
switch in emphasis.
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Pioneered at Hershey Foods in 1967,
the SPARLINE approach is now typi-
cally used by manufacturers to measure
ineremental sales and profits from each
trade promotion, for each brand, size,
geographical area and key account. More
and more manufacturers are realizing
the effectiveness of this highly accurate
marketing “measuring stick,” and a
recent Fortune Magazine article illus-
trated the progress that’s been made in
this area by Hershey, R.T. French, Pepsi,
Kraft and Procter and Gamble...a
lineup of packaged-goods marketers
that speaks for itself and for the
SPARLINE approach.
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