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 CHECKLIST 12 
 
 
1. Which of these three ratios (GMROI, GMROS, GMROL) would a premium brand retailer 

expect to be above average? 
 
 GMROI 
 
 
2. A retailer has decided to run some loss leader promotions with market leading products, 

which effectively means a margin of 10% will be applied to a new lower promotional price. 
His current retail price is $68.95, with a margin of 29%. What’s his current cost? 

 
 $48.95  Calculation:  $68.95 less 29% 
 
 
3-9. Hardware retailers have not (yet) got to the level of their grocery industry counterparts in 

demanding promotional support from suppliers.  However, this may well be the future 
direction of the industry, so we need to be ready.  In the table below, column 4 (“CO-OP $”) 
is a fixed cost paid to the retailer for a particular type of promotional activity, such as 
catalogue support.  Column 5 (“DEAL”) means a volume related case deal expressed as % 
of the sell price in column 6.  Column 7 is the actual volume (units) sold during the 
promotional period, column 8 is the total cost (cols 4 plus 5), and column 9 shows the total 
cost as a % of sales. 

 

PRODUCT PROMO NORM 
SELL 

NORM WK 
SALES 

CO-OP 
$ 

DEAL 
$ 

 DEAL 
    % 

ACT VOL 
BUY WKS 

TOTAL 
COST 

% PROM 
 SALES 

1 CHOCONUTS 23.00  188  5000  1.50  6.5% 900  6350  30.7% 

2 FRUITYSCREWS 24.00  388  12000  2.80  11.7% 2500  19000  31.7% 

3 ORGASMAVITE 20.00  469  10000  1.00  5.0% 3200  13200  20.6% 

4 WALLYPOFFLE 25.00  450  2000  3.00  12.0% 2300  8900  15.5% 

5 MUNCHYCRUNCH 22.00  500  7500  2.40  10.9% 3000  14700 22.3% 

6 CHOCKERCHOC 27.00  400  4000  3.40  12.6% 1400  8760 23.2% 

7 TUMBLERONE 29.00  200  6000  3.80  13.1% 600  8280 47.6% 

8 BANANARAMA 21.00  150  9000  2.20  10.5% 1250  11750 44.9% 

9 BOLOGNANA 26.00  450  5000  3.20  12.3% 2000  11400 21.9% 

10 DEEDEES 28.00  350  7000  3.60  12.9% 2500  16000 22.9% 

 
 
3. Please complete column 6 
 
 
4. Please complete column 8 
 
 
5. Please complete column 9 
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CHECKLIST 12 (CONTD) 
 
 
6. What are your conclusions from this analysis? 
 
 Promotion 4 seems to have been the most cost efficient by far 
 Promotions 7 and 8 seem to have been inefficient 
 
 
7. What caveats do you place on these conclusions? 
 

Conclusions based solely on cost and sales during the promotional period.  But, since we 
do not know the duration of each promotion, this could be misleading 

 
 
 
 
8. The buying and promotional periods of all ten promotions were four weeks, apart from 

Promo 1 (3 weeks) and Promos 6 and 7 (2 weeks).  Please recalculate the % total cost to 
sales for Promotion One, using the incremental sales over normal. 

 
 82.2%  

 
Calculation:  Normal sales over 3 week period: 3 x 188 = 564 

    Actual sales during promotion: 900 
    Incremental sales: 900 – 564 = 336 = $7728 
    Total Cost / Incremental sales value = 6350 ÷ 7728 
 
 
9. What further information do you need to assess overall impact? 
 

We also need to know the sales achieved in the 2 to 3 weeks following the promotion.  If 
sales fall below the original/normal sales level, it could indicate that the promotion has 
simply pulled sales forward, rather than driving volume. 

 
 
10. What is “On sale/Off sale” mix? 

 


