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Travelware Marketing Limited (TML) was a marketer of 
plastic moulded luggage in India. Mr Rath, the General 
Manager-Sales and Marketing of TML, had been in the 
company for the last 25 years and had risen to his current 
position from the position of frontline sales executive, 
which was a commendable feat. In a performance review 
meeting with the Central Leadership Team (CLT) of the 
company on 5 October 2018, the finance controller brought 
to everyone’s notice that that the profit figures showed a 
shortfall of `7.5 million due to excess spends on dealer 
incentives and advertising. It was decided in the meeting 
that this shortfall had to be made up before the end of 
December 2018 to meet the commitment of the company to 
its promoters. Thus, on a priority basis, Mr Rath needed to 
find out a way to recoup the `7.5 million in the next two 
months, because the plans for October 2018 were already 
frozen and no change was possible now.

Mr Rath, after extended deliberations with his marketing 
team, worked out that the best way to recover the `7.5 
million shortfall in contribution was to sell `55 million 
more than the initial sales budget for 2018. That would add 
a gross margin of `22 million, out of which, possibly TML 
would be able to save `7.5 million (the rest would have to 
be spent among the different stakeholders to get these 
additional sales). However, this initiative should neither 
increase the pipeline stocks nor outstanding of the dealers, 
as that would jeopardize the next year’s sales. Limited 
production capacity in the different product lines of the 
TML factory-made matters more challenging.

Product

Luggage as a product category could be divided into 
Framed Luggage (FL), Integrated Moulded Luggage (IML) 
and Soft Luggage and their total share in the Indian markets 
was 30 per cent, 45 per cent and 25 per cent, respectively, 
in terms of unit sales. The unit price of luggage depended 

on their brand, size and specific model. However, as a 
thumb rule, if an IML was priced for the consumer at ̀ 100, 
the comparable sized FL of the same brand would be `140 
and Soft Luggage would be `160. 

Typically, luggage had different contribution margin 
for different products. Across the industry, IML had sig-
nificantly less contribution margin than FL. Among each 
type of luggage, different models also had different contri-
bution margins. For all calculation purposes, each company 
developed its own simplified yardsticks. For example, 
TML used the convention that the gross margins were 
same for both FL and IML. Similarly, for all sales-related 
calculations at TML, the average selling price used was 
`1,000/- per unit of FL and `700/- per unit of IML.

Competition

TML faced three major competitors: Travel Master, 
Luggage Industries and Voyager Marketing. Annual turno-
ver of 2017 for Travel Master was `1 1.8 billion, Luggage 
Industries was `2.8 billion and Voyager was `800 million. 
TML had a turnover of `1.2 billion in 2017.

Travel Master was an international major and com-
manded a premium position in the minds of consumers. Its 
products were sold at premium prices and were available 
in select outlets across India. They did not advertise on the 
television but were consistently advertised in the premium 
print media and digital media appropriate for their target 
consumers.

Luggage Industries was a major Indian player with 
good brand pull and very good distribution reach. They 
had been the biggest advertisers on the national television 
and had product range which catered to premium as well 
as the economy segments of the market. They were having 
the lowest dealer margin and credit period but provided 
good return on investment for the dealers. The brand drove 
the retailer’s customer footfall in the dealer counters, and 
the products were easier to sell.

http://crossmark.crossref.org/dialog/?doi=10.1177%2F0972262920927529&domain=pdf&date_stamp=2020-06-01


Mukherjee 229

Voyager had good products. It was mostly sold using 
dealer push strategy with no advertising at all. They had all 
India presence and available in select counters in every 
market. The company gave very high discounts and long 
credit to a select set of dealers in every market. Their 
products sold at high discount to the customers also.

TML and Voyager did not have Soft Luggage in their 
portfolio. TML had stronger market acceptance in the IML 
than in FL while Voyage was better known in FL as they 
had good products at appropriate price points. 

TML used dealer push as its main strategy but its 
distribution network was much larger than Voyager, and its 
credit terms were stricter as compared to Voyager. There 
were some advertisements by TML in regional television 
and regional print media during the local marriage seasons, 
when the sales of luggage peaked.

The all India luggage market was in its mature stage 
with an annual unit growth rate of around 2–3 per cent 
only. Overall, there was a reasonably stable market share 
pattern existing in the industry for the last few years. 
However, the steadiness in the market share was due to the 
delicate balance between the brand pull, the dealer network, 
advertising and channel incentives provided by the differ-
ent luggage companies in the intensely competitive mar-
ketplace. There were, however, considerable market to 
market variations in market shares as many of the dealers 
had the capability to influence consumer’s brand prefer-
ence by using a combination of sales persuasion, discounts 
and other incentives like gifts, lucky draws, etc.

Distribution Network

All the luggage marketers in India operated from branch 
offices, which were located in the capital cities of large 
states in India. The branch office directly sold to authorized 
dealers, who sold to consumers. These dealers were ser-
viced by the sales team of the company, who implemented 
their respective sales and credit policies in the market. 
Most of the dealers were multi-brand in nature; however, 
they actively promoted primarily one or two brands. Their 
allegiance to the different luggage brands varied from  
year to year, and sometimes even based on short-term  
promotional offers. Most dealers had steady business with 
Travel Master and Luggage Industries because of the 

strong consumer pull of these two brands. However, their 
focus on selling Voyager and TML changed with the special 
deals they received and their immediate competitive 
environment.

Some of the big luggage dealers supplied products to 
other smaller shops as wholesalers, but in the books of the 
luggage marketers, they were designated as dealers only.

TML had a dealer base of almost 3,500 in the country 
and out of them around 2,800 could be considered to be 
active dealers (they bought at least once in three months 
and their annual turnover with TML was more than 
`50,000). Almost 80 per cent of TML dealers were multi-
brand luggage dealers and only 20 per cent of these dealers 
had TML as their highest selling brand. So there was a pos-
sibility that a dealer with more than `10 million annual 
luggage sales, selling only about 1 million of TML prod-
ucts. Since TML was not the market leader, and relied pri-
marily on dealer push, there were a large number of dealers 
who stocked TML as a second or even third brand, and did 
not focus on selling it. TML had traditionally classified 
dealers as A, B, C, D and E categories based purely on the 
business with TML only, and this classification did not 
reflect the total luggage selling potential of the dealer (see 
Table 1). The dealer incentive schemes in TML were deve- 
loped with the above considerations in mind.

Consumer Behaviour

Luggage was an essential item used for storing and 
transportation of goods. Though its use was primarily 
related to travel, sales of new luggage was strongly 
correlated with marriages. One reason could be that it was 
a popular gift item in marriages and on average, 4–8 pieces 
of luggage were purchased in every marriage. Typically, 
the normal quarter-wise breakup of primary sales at all 
India level was Q1 (January–March) = 35 per cent, Q2 = 
25 per cent, Q3 = 15 per cent and Q4 = 25 per cent. Some 
of the Q4 sales were driven by the tendency of the dealers 
to stock up, so as to meet the sales quota which made them 
eligible for annual bonus.

Consumers selected their luggage based on their afford-
ability, brand preference, dealer persuasion and discounts 
on retail price. It was seen that the effect of dealer persua-
sion could account for 30 per cent of the total IML sales, 

Table 1. Dealer Categorization of TML in 2018

Category of 
Dealer Annual TML Business

Approximate* Numbers of 
Dealers in the Country Visit Norm by Sales Force

A 2 million and above 100 4 times a month
B Less than 2 million but more than 0.5 million 500 2 times a month
C Less than 0.5 million but more than 0.2 million 800 Once a month
D Less than 0.2 million but more than 0.1 million 1,000 Once in two months
E Less than 0.1 million but more than 0.05 million 1,100 Once in two months

Source: Company.
*As this figure changes with time.
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and this effect was more in rural geographies. In FL the 
dealer persuasion could possibly influence brand choice in 
only 20 per cent consumers. Majority of luggage consum-
ers purchased after making price comparison across outlets, 
at typically 5–10 per cent lesser prices than the prescribed 
retail price. Intense inter-dealer rivalry forced dealers to 
pass on some discounts that they received from the luggage 
companies.

Sales Organization of TML

The organizational hierarchy of sales department of TML 
was as follows: GM Sales and Marketing was assisted by 
one marketing manager and one marketing executive at 
head office. The GM Sales had four Regional Managers 
(RM) directly reporting to him. These RMs were located in 

four major metro branches, Mumbai, Chennai, Delhi and 
Kolkata. Each of the RMs had few Branch Managers (BM) 
reporting to them. BMs were responsible for the sales in 
their entire state. Sales Executives (SE) were responsible 
for the sales from a few districts. These SEs reported to the 
BM. The monthly average take-home monthly salary of  
the SE was `20,000, BM was `50,000, RM was `100,000 
and GM was `200,000. The SEs earned incentives for 
achieving more than their monthly budgeted sales quota 
and it could amount to 30 per cent of their salary. BMs 
were not covered under any regular incentive schemes, but 
they were sometimes considered for team level bonus, 
when some special schemes were run. The map of India is 
given in Figure 1 and relevant branch-wise sales data for 
2018 is given in Table 2.

Figure 1. Map of India

Source: https://www.mapsofindia.com/
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Challenges Faced by TML

At the end of October 2018, YTD2 sales figure was 
expected to be `1.02 billion and the balance annual quota 
was only `220 million. Achievement of quotas would have 
been a cakewalk had it not been for the additional `55 
million that was now required, making the revised sales 
quota a daunting `275 million, to be achieved in the next 
two months. Mr Rath was clear that the sales function was 
a teamwork and appropriate incentive was required to 
motivate each of the stakeholders to work as an effective 
team. He was certain that he had to run an incentive scheme 
for the entire sales team, which included his sales force, 
dealers and if required even consumers, who were at least 
required to be made aware of the special promotion.

Mr Rath knew that TML sales force required the support 
of the logistics and commercial team for achieving the 
stretched quotas. Specifically, he was considering if he 
should include the Branch Accountants (BA) and the 
Branch Godown3 Keepers (BGK) in the ambit of the incen-
tive scheme, as they were the necessary support personnel 
who played a very important role in the sales at branch 
level. Typically, every TML branch had one BA and one 
BGK, but how to include so many of them was a challenge 
as his available financial outlay was fixed and definitely 
limited.

Mr Rath also knew that it was critical that each of the 
sales team members achieved significantly more than their 
original budgets for the company to achieve the desired 
results. Overall, he felt that the incentive scheme should be 
as inclusive as possible so that the sales load was shared by 
more and more SEs. The incentive scheme should be 
helping increase the motivation and team spirit among 
SEs, and not de-motivate those who were not able to 
achieve. Mr Rath was of the opinion that the incentive 

scheme should be such that at least 35 per cent of the SEs 
should qualify for the incentives. Similarly, at least seven 
BMs should be able to achieve their team incentives in case 
they were included in the scheme. He wondered whether 
that level of achievement would be adequate in getting him 
the additional sales that he needed.

The TML factory had product line-wise capacity con-
straints. Thus, the focus of the scheme would have to be FL 
sales as much as possible as there was not much spare pro-
duction capacity in the IML lines. FL of TML was more 
difficult to sell, as consumers of that segment were more 
brand-conscious and TML was unable to match the brand 
salience that Travel Master and Luggage Industries enjoyed 
in that category. Considering all factors, Mr Rath felt that 
he should aim at additional `20 million IML sales and  
`35 million FL sales.

Mr Rath’s experience had taught him that, unless spe-
cific control mechanism were put in place; special sales 
promotion schemes lead to higher pipeline stocks as well 
as increase in dealer outstanding at the end of the scheme 
period. TML’s current pipeline stock was `120 million and 
the outstanding was `150 million. CLT was not ready to 
have any increase in the pipeline stocks and outstanding 
figures at the beginning of January 2019, as that could 
upset the business for the entire next year. Still, getting the 
additional ̀ 7.5 million profitability in this year was equally 
important for the company and well as his career growth.

Designing the Sales Promotion 
Scheme

Mr Rath decided to put his Marketing Manager, Suraj Giri, 
on designing the two-month scheme. Suraj was an enthusi-
astic person with a proven track record of five years in 

Table 2. Branch-Wise Annual Sales Quota for 2018

Branch Geographic Area (States of India)
Annual Sales Volume  

in ` Million
Number of Sales Executives 

the Branch
IML as Percentage of Total 

Sales Units

Mumbai Maharashtra, Goa 120 4 50
Ahmedabad Gujarat 120 5 60
Indore Madhya Pradesh 80 3 80
Delhi Delhi and J&K 120 4 40
Jaipur Rajasthan 60 3 60
Chandigarh Punjab, Himachal and Haryana 60 4 50
Lucknow Uttar Pradesh 80 4 70
Kolkata West Bengal 140 6 80
Patna Bihar and Jharkhand 50 5 80
Cuttack Orissa 60 3 80
Guwahati Assam and North East 80 5 30
Chennai Tamil Nadu 70 3 40
Bangalore Karnataka 80 4 60
Hyderabad Andhra Pradesh 60 3 50
Kochi Kerala 60 3 40
Total All India 1,240 59

Source: Company.
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TML. He wanted to know the priority that Mr Rath attac- 
hed to each of his objectives, and he noted down the  
following order of priority:

1. Additional profitability of `2.5 million for TML.
2. No increase in pipeline stocks.
3. No increase in outstanding.
4. The focus of the scheme should be FL sales as much 

as possible.
5. The incentive scheme should be as inclusive as pos-

sible so that the sales load was shared by more and 
more SEs.

6. The incentive scheme should be helping increase 
the motivation and team spirit across the sales team.

Suraj began the process of developing the scheme and 
realized that it was considerably more difficult than he  
had anticipated. He needed to think through the perspec- 
tives of different stakeholders, their relative importance  
in implementing the scheme, their expectations; so that the 
scheme could eventually meet the organizational objectives.

Suraj knew that the average total discounts that the 
dealers received in TML were around 15 per cent, but the 
variation was in the range of 12–15 per cent. Typically,  
the discounts in luggage business were quantity linked  
and hence in favour of large dealers. Additional discounts 
resulted in price cutting for that brand in the market, as 
well as the movement of stocks from bigger markets to 
smaller markets, which demotivated small dealers. The 
dealers had considerable fixed costs and hence, accrued a 
net margin of only 3–4 per cent on the sales. Hence, they 
were always looking for getting some additional margin or 
credit from the luggage companies. Sales quantity linked 
discounts led to tension among dealers, it was problematic 
to manage for the companies also as it created conflict 
between SE’s handling different dealers, but it was well 
entrenched in the system. How could Giri design the 
incentive scheme which alleviated this problem? On the 
other hand, there were quite a few very large luggage 
dealers who were not dealing significantly with TML and 
if he could use this incentive to get business from them, it 
would be a great help.

The scheme would be successful only if the dealers did 
not stock up, but actually sold additional quantities to 
consumers and paid up for the additional sales. How could 
the sale to consumers be increased significantly in the next 

two months in a cost-effective manner? The budgets did 
not allow any mass media campaign, but he also needed to 
inform the special offer to the consumers, which would 
require him to spend at least `5 million in point of sales 
promotional materials.

Giri grappled with the challenge of developing a  
scheme which had equitable distribution of opportunity  
to work hard and earn commensurate incentives for the 
entire set of stakeholders. Also, he had to take care that  
the scheme should incentivize extra effort and avoid any 
free riders. As he started putting different alternatives in  
his computer, he wondered about the possible pitfalls 
which he should guard against.

Finally, he had to double guess the perspective that CLT 
would have in running the incentive programme. Would Mr 
Rath and the CLT be ready to take the risk of a failed pro-
motion? What kind of success probability could he promise 
for the scheme, and would that be acceptable to the CLT? 
He also realized that it was annual closing for all the com-
petitors and it was certain that there would be counter offers 
from them. Anticipating the competitor moves was not 
really feasible. Hence, he wondered if it was possible to 
design the all India scheme in such a way that it would be 
substantially immune to competitive strategy.

Giri had promised to mail the plan to Mr Rath before the 
end of the day, and he knew that he may have to work till 
very late in the night to complete the sales promotion 
scheme. He ordered for his evening snack from the canteen, 
for boosting his energy level and god willing, some creative 
inspiration.
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Notes

1. `= Indian Rupees, where 1US$ = `75.
2. YTD = Year to Date.
3. Godown = Warehouse.


