"It is an essential text for everyone in our industry.”
Annie Swift, Chief Executive, Institute of Sales Promotion

Roddy Mullin

Sales

Promotion

5th Edition
How to create, implement

& infegrate campaigns

that really work

Based on the original work by
Julicn Cummins and Roddy Mullin



Sales

Promotion

How to create, implement
& integrate campaigns
that really work

5th Edition

Roddy Mullin

Based on the original work by
Julion Cummins and Roddy Mullin

AR

KoganPage

LLLLLLLLLLLLLLLLLLLLLLLLLL



i

Publisher’s note

Every possible effort has been made to ensure that the information contained in this
book is accurate at the time of going to press, and the publishers and authors cannot
accept responsibility for any errors or omissions, however caused. No responsibility for
loss or damage occasioned to any person acting, or refraining from action, as a result
of the material in this publication can be accepted by the editor, the publisher or
either of the authors.

First published in Great Britain in 1989 by Kogan Page Limited
Second edition, 1998

Paperback edition, 1999

Third edition, 2002

Fourth edition, 2008

Fifth edition 2010

Apart from any fair dealing for the purposes of research or private study, or criticism
or review, as permitted under the Copyright, Designs and Patents Act 1988, this publi-
cation may only be reproduced, stored or transmitted, in any form or by any means,
with the prior permission in writing of the publishers, or in the case of reprographic
reproduction in accordance with the terms and licences issued by the CLA. Enquiries
concerning reproduction outside these terms should be sent to the publishers at the
undermentioned addresses:

120 Pentonville Road 525 South 4th Street, #241 4737/23 Ansari Road
London N1 9JN Philadelphia PA 19147 Daryaganj

United Kingdom USA New Delhi 110002
www.koganpage.com India

© Julian Cummins, 1989, 1998; Julian Cummins and Roddy Mullin, 2002, 2008, 2010

The right of Julian Cummins and Roddy Mullin to be identified as the authors of this
work has been asserted by them in accordance with the Copyright, Designs and Patents
Act 1988.

ISBN 978 0 7494 5704 4

British Library Cataloguing-in-Publication Data
A CIP record for this book is available from the British Library.

Library of Congress Cataloging-in-Publication Data

Mullin, Roddy.

Sales promotion : how to create, implement and integrate campaigns that
really work / Roddy Mullin. — 5th ed.

p. cm.

Includes index.

ISBN 978-0-7494-5704-4 1. Sales promotion.
2. Marketing. I. Title.

HF5438.5.M85 2010

658.8"2—dc22

2009043351

Typeset by Saxon Graphics Ltd, Derby
Printed and bound in India by Replika Press Pvt Ltd



Contents

List of case studies
Foreword
Preface to the fifth edition

Introduction

PART I

1.

Starting with the customer

Customers and their behaviour 11; Why do you need to start
with the customer? 14; The new marketing mix — the offer, the
six Cs and matching the customer expectation 17; It’s all in the
mind of the customer 19; Sales promotion and ethics 22; Case
studies 24

The business and marketing purpose behind sales promotion
Introduction to the business process 27; The promotional

mix 30; Business and marketing objectives 33; Value and price
36; Marketing tactics and strategies 38; The marketing plan 40;
Case studies 42

What sales promotions can do
The 12 core promotional objectives 45; Case studies 55

How to use promotions
From promotional objective to promotional brief 60;
Promotional mechanics 63; Case studies 66

How to be creative

Types of creativity 73; Creative promotions case studies 74;
Thinking creatively 77; Creative techniques 80; Practice makes
perfect 82; Making the most of your idea 82; Case studies 84

vl
X

11

27

45

60

73



iv Contents

6.

How to use suppliers

Sales promotion agencies 88; Handling houses 93; Point-of-
purchase manufacturers 94; Promotional risk management
companies 97; Specialist printers 100; Field marketing
agencies 101; Premium sourcing houses 102; Case studies 104

How to implement a promotion
The components 106; A structured process 112;
Implementation 116

Self-regulation and the law
Self-regulation in the United Kingdom 119; UK law 122; The
European dimension 123; Case studies 123

Marketing accountability and research

Doing marketing accountability and research 127; Marketing
accountability: how to define success, set KPIs, and measure and
evaluate promotions 127; Research 132; Case studies 137

PART II

10.

11.

12.

13.

14.

Off-the-shelf offers

Free accommodation 141; Holiday vouchers 143; Discount
coupons 145; Two-for-one flights 147; High street vouchers 148;
Insurance offers 149; Packaged schemes 151; Digital print
(formerly film) and collectables promotions 153; Case studies 154

Joint promotions

Planning principles 160; Sample promotions 164; Referral
coupon promotions 164; Charity promotions 165; Loyalty
schemes 168; Phantom partnerships 170; Case studies 170

Price promotions

How prices are set 175; Segment pricing 178; Immediate
discounts 179; Delayed discounts 183; Coupons 186; Finance
deals 189; Trade price promotions 192; Case studies 195

Premium promotions

On-pack offers 201; With-purchase premiums 203; Free
mail-ins 204; Self-liquidators 207; Brand extension
promotions 207; Business gifts 209; Case studies 211

Prize promotions
Competitions 219; Free draws 224; Instant wins 226; Games 228;
Probability promotions 229; Case studies 232

87

106

118

127

141

160

175

200

217



15.

Contents v

International sales promotion 238
Types of international promotion 239; Localizing the
global 242; Data protection law 244; Case studies 244

Further information 249
Index 256



vi

List of case studies

Case Page Promotion gype/ Target/Sector
urpose
1 24 Listerine Awareness Profession (Dentists) /
healthcare
2 24 Pot Noodle Awareness Men/ snack food
3 25 Mazda Awareness 30-45 age men,/ automotive
4 25 Metropolitan ~Awareness Youth/ public sector
Police
5 42 Superdrug Integrated Women/ retail
marketing
6 42 Kelloggs Integrated Family/ food
marketing
7 43 Nissan Integrated Family/ automotive
marketing
8 55 Henkel Behaviour Young male/ health
change
9 55 Mastercard Behaviour Drink purchase/ finance
change
10 56 Maxwell Free draws Consumers/ beverage
House fight leader
11 56 Bovril Sampling Family/ beverage
12 57 Sainsburys Collector Young family/ retail
13 58 Scrumpy Jacks Retain share  Drinkers/ drink
14 66 Kleenex Various Hay fever/ consumer goods
Tissues
15 68 Zantac Games Indigestion/ pharmaceuticals
16 69 Diabetes UK Roadshow Diabetes sufferers?/ charity



List of case studies vii

Case Page Promotion gype/ Target/Sector
urpose

17 70 Music for Collector Family/ confectionary/ retail
Schools

18 74 Osram Creativity Maint/ finance staff/ retail

19 75 Sheraton Creativity Property agents/ real estate
securities

20 75 Ramada Creativity Guest referrals/ hotel

21 76 Cherry Creativity Boy scouts/ consumer goods
Blossom

22 76 Shell Creativity Buyers/ petrol/ gas
Marketing

23 84 Eversheds Creativity IP users/ Profession (legal)

24 85 Rover Group Competition  Mini buyers/ automotive

25 104 Kerry Gold Penetration Consumers/ dairy

26 104 New Zealand Penetration Reader buyers/ Media
Herald

27 104 Golden Penetration Consumers,/ snack food
Wonder

28 124 Coca Cola Legal Upheld complaint/ soft drink

29 124 Vauxhall Legal Upheld complaint/ auto
motors

30 124 The Express Legal Upheld complaint/ media

31 125 The Sun Legal Upheld complaint/ media

32 125 Balkan Legal Upheld complaint/ travel
Holidays

33 125 Holsten Pils Legal Free bet/ loophole/ drink

34 154 Tango Events Consumers/ soft drink

35 155 The Sun Travel Consumers/ media

36 156 Passport to Vouchers Consumers,/ services
the Millenium/
BT

37 157 Hoover Travel Consumers,/ consumer durable

38 171 Natwest/ BT  Joint Start ups/ services

promotion

39 171 Shell Loyalty Consumers/ petrol

40 172 Sellotape Lotteries Businesses/ office supplies

41 173 Walkers Joint Families/ snack food
Crisps promotion



viii List of case studies

Case Page Promotion gype/ Target/Sector
urpose
42 174 Kelloggs Zoo Joint Families/ food
Keeper promotion
43 196 Tesco Price Consumers/ retail
44 197  Gales honey  Coupons Consumers/ food
45 198  Worcester Coupons Consumers/ food
Sauce
46 201 Haagen Dazs Premiums Consumers/ food
47 205 Smith Kline Premiums Consumers/ soft drink
Beecham
48 212 Procter & Premiums Consumers/ household goods
Gamble
49 213 Clear Blue Premiums Women/ health products
One Step
50 213 Electrolux Premiums Trade/ consumer durable
51 214 Smirnoff Premiums Youth markets/ drink
52 232 Sarsons Instant win Consumers,/ food
53 233 The Times Fantasy share = Consumers/ media
game
54 233 Asda Instant Staff/ retail
reward
5b 234 Worthington  ‘Kick’ game Adult/ drinks
Cup
56 234 Cadburys Text'n’Win Consumers/ confectionary
57 235 Diageo Text’'n’Win Adult/ drinks
58 235 Faber & Faber Competitions Customers,/ books
59 245 Tony Stone Competitions Business to Business/ photos
60 246 Umbro Instant win Customers/ clothing
61 247 Visible Vault  Prize promo Consumers/ media
62 247 Boost Mobile Prize promo Consumers/ services
63 248 Great Prize promo Consumers/ charity
Singapore

Duck Race



Foreword

This book may have been originally for practitioners, but because of its practi-
cal approach and the breadth of its coverage, it has now become the core text
for the Institute of Sales Promotion’s highly-regarded Diploma in Promo-
tional & Interactive Marketing.

Indeed, given that almost all marketing now includes a promotional market-
ing element — that is, a call-to-action aimed at changing behaviour — it should
be an essential text for everyone in our industry.

Recent ISP research highlights the fact that the spend on sales promotion
activity by branded manufacturers through the UK retail channel alone was at
least £25.6 billion in 2008. The figure for the spend on all promotional market-
ing activity would be far higher.

Compare that with a total above-the-line advertising spend of £18.6 billion
in 2008 (according to the Advertising Association) and you begin to under-
stand just how fundamental sales promotion is to marketing communica-
tions.

And it can only grow further in importance, given the uptake of sales
promotion by business-to-business, government and public sector marketers;
the development of new communication channels including online, mobile,
experiential and shopper; and the spread of digital technology, with its meas-
urability and interactivity, into all forms of marketing.

Annie Swift, Chief Executive
The Institute of Sales Promotion Limited (ISP)



Preface to the fifth
edition

What's new?

It’s official: the way people shop now is new. Research shows that categorizing
shoppers according to their social strata is obsolete because the credit crisis
has destroyed traditional spending trends. Those who usually spent more
than £90 a week at Tesco, Waitrose or Sainsbury’s are now shifting to low-cost
brands at Asda, Morrison’s, Aldi and Netto. Morrison’s has gained 1 million
new customers since the start of 2009. Walmart has gone upmarket adding 15
per cent more customers, who spend 45 per cent more per basket. The most
affluent are cutting back on flights, financial services, food and charity dona-
tions. The less well off are not making downward changes but increasing
spending on travel, health, beauty, computer products and electronic goods.
How consumers feel and how they behave is complex — and it’s not just those
who are most worried who are changing their behaviour. ‘Know thy customer’
is the message — that’s why Chapter 1 is about the customer. Some supermar-
ket retailers are using price promotions to fight (‘savings’ rather than buy-
one-get-one-free offers, though Buy Now, Free Next Time is likely to be the
customers’ favourite), forcing suppliers to cut into marketing budgets that
support their brands. Research shows price promotions have damaged prod-
ucts in the past as more is expected by customers, and there has been an
increase in brand promiscuity. What about non-supermarket retail?

What's not new?

Many non-supermarket retailers have still not ‘got it’. Running marketing
seminars and marketing ‘surgeries’ in June 2009 for directors of non-
supermarket retailers, I found that they still did not understand marketing,
they did not employ anyone trained in marketing, they were not trained in
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marketing themselves, and they had not carried out customer research or
strategic marketing. They were, it is true, worried that their heavy price
discounting (up to 75 per cent!) was affecting their brand (it is!) but they
were unaware that sales promotion was anything other than discounting.

Mary Portas has demonstrated in several television series that where retail
customers and their needs have been carefully considered and those needs
met through marketing and attention to the point of sale, they return and
shop. Further evidence comes from local councils that make it convenient for
shoppers by considerate parking rules and charges, allowing market stands,
etc — customers will shop there, even restoring high streets that were dying.

It turns out that the preface to the fourth edition (written in 2007) was
remarkably prescient, predicting the increase in internet purchases (obvious,
but the extent is phenomenal) and the rise of experiential marketing (now
extensively pursued in the United States under the banner ‘shopper market-
ing’). The preface in 2007 commented on the poor performance of retail over
Christmas 2006 that could be cured by greater point-ofsale attention in sales,
and sales promotions other than price promotion discounting. This cure was
not widely taken up except by outlets such as John Lewis, which achieved a 27
per cent increase on sales over the Christmas 2008 period. Other retailers
reported disastrous results over the same period and went into administration
—some sadly forever, pleading the credit crunch —but in the view of this author/
marketer the root cause of their failure probably was not responding to
customer needs and not ever having tried to find out those needs.

Indeed some banks still do not seem to recognize that flexibility is required
to meet the range of customers they have; they apply a formulaic approach to
problems resulting in hours of negotiation and building customer resentment
in the process. Even internet banks are adept at this, cutting off a customer
from e-mail and internet connections for any slight transgression or password
failure, leaving the customer with no means to communicate with them at all.
Banks’ many ‘sales promotions’ are frequently used to sell other products, a
ruse that customers are now beginning to see through. The fourth edition of
this book indicated customers were becoming more canny — that canniness
fortunately has continued.

However, new opportunities for sales promotions drive this latest edition.
In short, because customers are changing the way they buy as a result of the
credit crunch, there are opportunities for marketers to persuade customers,
who are now wiser to the benefits of switching and more comfortable with it
as an option, to change providers — and a sales promotion could be the final
persuader. Using the internet has become even more dominant and other
new technology provides further opportunities, such as the arrival of mobile
marketing and bank-approved Near Field Communications (NFC).

This book’s purpose is not to advocate the selection of the most appropriate
media or channel for promotion, rather it is primarily to help you decide on
the most suitable sales promotion to go with it. That said, with all the research
pointing to an actual shift to the new media — internet or mobile in particular
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— these should certainly be on the radar. More households have a mobile than
a landline, so mobile internet may well take over from PCs. Research shows
the 18 to 35 age group recognizes mobile advertising and views it twice as
much as they see TV. Research also indicates that people use mobiles in the
morning and evening but use a PC in the middle of the day. SMS text messag-
ing rather than mobile internet and its instant messaging is seen as being
preferred by consumers for the time being. Mobile-based promotions now
have a code of conduct that covers opt-ins and the use of premium rate lines,
as does the internet. Cadbury’s, Branston, Kellogg’s, Mars and Walkers Crisps
have all used mobile technology (and won Institute of Sales Promotion (ISP)
awards). Walkers’ ‘Do us a flavour’ SMS campaign offered people the chance
to enter a vote for their favourite, generated over 17 million responses to its
text-to-win messages, and used bounce back for further communications.

So what about NFC? NFC allows the mobile phone to become both an
Oyster card for purchases under £10 and a credit card. The full launch of
such mobile phones is expected as this edition goes to print — the new mobiles
were announced in May 2008 to the trade and the Evening Standard heralded
them in August 2008. Combined with other existing mobile capabilities such
as GPS and mobile internet, it means that where a retailer is prepared for
mobile credit card purchases and the customer has indicated a preference for
SMS receiving, new opportunities occur. For example, as customers enter the
store a sales promotion can be texted to them — steering them to particular
parts of the shop. At a political or charity meeting the audience could gift
money on the spot. If a consumer has forgotten a birthday and/or wishes to
send a surprise gift, he or she can, say, text the restaurant as the person arrives
for lunch and have a prepaid bottle of champagne await them, with an addi-
tional sales promotion gift from the restaurant as an incentive to both buyer
and recipient. Warm feelings all round!

The speed of communications and ‘word of mouth’ through web blogs,
tweeting and e-mails means that misleading claims about products or bad
service are rapidly disseminated, as are significant good news sales promo-
tions. There are also specialist websites for universal voucher dissemination.

On a trip to the Far East in February 2009 I found old, familiar, sales promo-
tions still in full use. ‘BOGOF” is widely seen and presumably understood by all.
Books of sales promotions offers are distributed in hotels — they used to be very
common in the UK. (Stop press: The Westfield Shopping Centre in West London
has just issued a book of vouchers with Time Out, proving the oldies are still
goodies!) One hotel in Saigon even uses the yellow duck offer (case study 16 in
the fourth edition) in 2009. So the old sales promotions stand the test of time
and still offer excellent value — adaptation may bring them up to 2010 use.

For some time I have been writing and lecturing that a sales promotion can
and should be added to all forms of advertising/promotion whatever channel
or media is used. I always show sales promotion as a separate marketing tool
from ‘promotion’ (see Figure 2.2) and in this edition I have tried to illustrate
the benefits (see Tables 2.1 and 2.2). I continue to see a loose use of the words
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‘marketing mix’ in many publications when what is meant is ‘promotional
mix’. The former (which I have now abandoned) is the ‘offer’; the latter is
how it is promoted, ie the channels, media and any sales promotion you use
to communicate awareness, brand values, desire, fun and support for the deci-
sion to purchase.

The importance of the customer

Customers are the central lever of any successful business. It is they who pay
and it is they whom you have to persuade to part with their money. You have
to communicate your brand messages and your offer to customers. (The
offer is all the elements of what you are trying to sell — see the six Cs in
Chapter 1.) So, as well as researching the product or service preferences,
research the customers’ communication preferences too, both channel and
format (described as a ‘communication canvas’), and match them. It is
unwise to tamper with customer perception of your brand, especially if it is
a good one. Customers (and the media) have long memories and if you have
spent large sums building a brand, don’t throw it away with an ill-considered
operating action.

‘Shopper marketing’ is the new jargon from across the Atlantic, but really it
has been successfully practised in the UK for some years. The key to winning
at shopper marketing is an intimate knowledge of the journey to purchase for
each customer for each product or service. Once you have this knowledge,
you can clearly chart the points at which marketing communications should
be made, in a form that matches the customer communications canvas. The
efforts now being made by outsourced field marketing companies to add value
for their clients by defining the journey to purchase and recommending when
and how to promote, should produce even greater rewards. If selling is not a
firm’s core business then it makes sense to adopt field marketing (see The
Handbook of Field Marketing, 2008, by A Williams and R Mullin).

Too many organizations in the UK do not seem to be on the same wave-
length as the customer. Among the 2007 ISP award winners were two awards
—shown in Chapter 1 as case studies — that were for companies that targeted
carefully researched customers. The 2009 ISP award winners extended the
understanding of customers to achieving clear marketing effectiveness:
Kellogg’s “Win a day as a Zookeeper’ increased sales by 76 per cent as well as
adding £3.8 million of value to participating customers, demonstrating novelty
and solid sales promotion work.

Over many years customers build a perception in their minds, a view of your
brand, and they compare it with your competitors’ brands. At the point of
purchase (POP) or point of sale (POS), where 70 per cent of retail buying
decisions are made according to Mintel, something persuades them to buy
from one supplier rather than another. This is their choice and they need to
make it in your favour. The strength of the brand may be the decider, but as
statistics tell us, and as you will see from the text that follows, it is likely to be
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a sales promotion that does the job of persuading. So, make sure the sales
promotion is there, that it is creative and ‘brand complementary’, and that it
matches the customer’s communication canvas.

What is the difference between POP and POS? A Point of Purchase Adver-
tising Institute (POPAI) representative describes the difference between POP
and POS as being one of greater consideration, with POP taking into account
the whole rationale of the customer while a POS message is very simple, for
example, a 20 per cent off on-packet flash.

The ‘hammered’ retail side in August 2009

It has been a real roller-coaster ride for retail for the last three years in the
UK. Starting in the Christmas period 2006, trading has been the worst since
records began in 1986. Figures released early in 2007 indicated both a small
volume decrease of 1.8 per cent in January over the previous month and
discounting of 33.7 per cent on goods sold in January over December. In
other words, straight discounting — even at that amazing level — did not
persuade consumers to buy. In May 2007 the poor retail situation continued,
with newspapers reporting ‘grim news’ and ‘high street shock’. Sales fell
between March and April 2007. The move to eco-friendly living, ‘repair and
reuse’ rather than ‘throw away and buy (new)’, was having an effect. The rise
in interest rates in the UK in June 2007 had an impact, according to Tesco.
Commentators unsurprisingly reported that customers were ‘changing their
buying habits’, saying customer service with a human face was becoming
really important.

The ups and downs continued with many high street names going into
administration at the end of 2008 and into 2009. The rise of the internet
continued (forecast as up to 20 per cent of all purchases in 2008 but in fact
achieving 25 per cent, which was the forecast not to happen until 2010).
Then the credit crunch took hold, with shop sales down at the end of 2008.
Interest rates fell to their lowest figure ever and with a VAT cut in December
2008 a rise in consumer spending was forecast. After a poor Christmas 2008
and start to the new year, in August 2009 the sales volume rose again and
commentators said we are on the up or at the start of a period of stagnation.
Even the Bellwether report at the end of June 2009, while acknowledging
that TV, radio and press advertising is still falling (assessed as a 13.3 per cent
fall in 2009 despite TV ad costs reportedly being offered at 1980s levels),
showed that the rate of fall, quarter by quarter, is slowing and this could
signal the worst is over.

For retailers to keep their heads above water, or possibly even thrive in these
difficult circumstances, the question must be: ‘If 70 per cent of buying deci-
sions are made at the point of sale, what do I have to do to turn that to my
advantage?” More marketing is the answer, some on the internet — experien-
tial at the point of sale - and with something that is a sure-fire decider every-
where: a sales promotion!
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Sales promotion is a better solution than just discounting for
the retailer

So what can the marketer do for the retailer? First, it is even more important to
be in tune with the customer — so find out, through research, the customer’s
needs and preferred communication channels. Clearly, next up, an excellent
website is important. Examples such as Amazon, Figleaves and Argos spring to
mind, as they are the most used websites in the UK. Remember you have to
drive customers there, and that can also be with a sales promotion. Thirdly,
‘self-service’ in stores without a human face no longer seems to work so, if you
do not go for outsourcing the sales function through field marketing, then
investment in real sales staff, not shop assistants who just take customers’ orders,
is an alternative — but it must match the brand and the customer need, with
proper training, incentives and motivation for staff. Finally, because straight
discounting does not work and it may harm the brand perception too, some
other marketing mechanism is needed. This is where the range of techniques
of sales promotions comes in (see Part II of this book), though not all are rele-
vant all the time and they depend on market conditions. The figures show that
in the UK, sales promotions are favoured by companies over all other forms of
marketing, indicated by a comparison of the spend on sales promotions against
other forms of promotion. They cannot all be wrong — so join them.

Is the marketing effort providing value?

Think figures for a moment and the perceived difficulty in measuring market-
ing — for example, how much is spent to change attitudes or awareness and is
that valuable? Take the investor who clearly sees a value in the intangible, the
brand. Research by Brand Finance into over 30,000 companies in 25 markets
found that 61 per cent of equity value is intangible, of which a brand typically
accounts for 25 per cent. So the concept of intangible value is widely recog-
nized and accepted by investors and, as they pay the money and reap returns,
it is measurable.

Marketing spend can also seem pretty intangible, but it is possible to
measure and manage it. Let’s look at the business first and marketing within
that context. The accountants’ view is threefold: keep costs tight, reduce the
item cost and leverage sales. What does that mean for a company? By way of
example: if an item is sold for £100 and the production cost is £70, then with
the overhead (administration, management, marketing) at, say, £27 per item,
you make £3 profit at the end of the day (or £3,000 for 1,000 items sold). To
an accountant, a company makes more money by attacking each of the three.
Reduce the product cost, for example by sourcing from China or India with
their lower labour costs. Reduce the overhead (always difficult and unpopu-
lar, and it’s easier to cut in a large organization than in a small one, where any
changes really stand out). Marketing is often seen as an overhead ripe for
pruning — it is the first to lose out unless a clear value benefit of each pound
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spent is available. Finally, leverage sales. Following on from the example
above: if you increase sales by 10 per cent, ie sell 1,100 items instead of 1,000,
and bring in £110,000 at a cost of £77,000, and your overhead remains at the
same level (£27,000), then your profit is doubled to £6,000. Leveraging sales
in this way is a persuasive argument to accountants. But it does not take the
cost of generating that extra revenue into account — persuading more custom-
ers to buy and/or existing customers to buy more — nor does it demonstrate
the effectiveness of the marketing spend included in the normal overhead
cost. So a marketer in a company needs to know and be able to demonstrate
just how beneficial every pound spent on marketing is, both in the overhead
budget and in the spend required to kick the leverage into action. Without
being able to prove your case you can expect the marketing budget to be cut.
The message is simple: measure your marketing spend.

Let us call this marketing spend ‘revenue expenditure’ rather than over-
head. It is what you spend to generate revenue. So how much do you spend,
need to spend, and on what, as both overhead marketing and extra market-
ing, to increase revenue — that is to raise the level of sales, in the example
above, by 10 per cent? Spending on marketing is something you can plan to
do as both a contingency and a routine activity. The contingency part is impor-
tant in marketing, as customers are swayed by events and a business needs to
capitalize on them when they happen. This book will show that sales promo-
tions are excellent for doing this. If you plan to measure in advance too, then
sales promotions can demonstrate their value to accountants by way of the
return generated for the revenue expenditure made. The ISP awards, particu-
larly in 2009, given as case studies in this book, describe planned examples of
measurement and the returns that are possible, in one case for just a few thou-
sand pounds of revenue expenditure. For a client selling inflatable swimming
pools, a contingency of on-call advertising was prepared for use with the local
radio station for when a hot spell happened, along with some premium sales
promotions as the icing on the cake. By asking all the purchasers how they
heard about the sales offer, the cost of the radio advertising — the revenue
expenditure — could be set against the revenue generated by the extra inflat-
able swimming pool sales made, and this produced the answer!

Interestingly, POPAI considers that measurement should mimic advertising
in trying to evaluate impact, awareness and reach, rather than return on
investment (ROI). The IPA (Institute of Practitioners in Advertising) suggests
measuring penetration.

Responding to an extended readership

The readership of this book has broadened. The text here is tuned to make it
easier for potential diploma-holders to take in what they need to know for the
ISP Diploma, responding to their feedback, since this book is now a core text
for students. A shortfall in understanding how sales promotion fits into
marketing and how marketing fits into business has been addressed as a result



Preface xvii

of a survey of the graduates. Self-study questions are now placed at the end of
each chapter rather than at the end of the book. The case studies included
have been reviewed, and excellent older ones retained and new ones added as
a result of reader feedback, indicating that they refer only to case studies in
the book, not on the web. For past readers, though, the overall format of the
book remains the same.

The book does not seek to be just a textbook and still sets as its objective the
task of providing a ‘how to do it’ volume for practitioners who in 2010 are
looking for a way to sell more to existing customers and to attract new custom-
ers. The book now also considers using sales promotions when things go
wrong. The competition for customers is fierce — finding new ones, persuad-
ing others to switch and then retaining them are ongoing tasks. Sales promo-
tion is primarily about retail but, as everyone in business, charities and the
professions is a consumer too, they all recognize sales promotions; so equally,
and just as effectively, sales promotions can be used in these non-retail sectors
to great effect. The difference is that the sales promotion benefit may go to
the buyer rather than the business or organization in business-to-business
(B2B), or to the charity concerned. A case study of a public sector ISP 2007
award winner is included — the Metropolitan Police trying to reach and
communicate with gun-carrying youths.

The web allows you, as the reader, to keep right up to date. There is a new
CAP (Committee for Advertising Practice) Code of Practice due to be imple-
mented shortly, a new good practice guide on the use of the internet has been
published, and the law affecting sales promotions does change. Check out as
a high priority the website at www.isp.org.uk. It has the latest information.

Overview of the book

The first part of the book looks at all the issues that sales promotion practi-
tioners should consider. Sales promotion is seen as a part of the whole market-
ing effort, making its contribution in a consistent manner to build the brand
or to drive profit through sales. Sales promotion has a role to play in overall
marketing, and operates within legal constraints and codes of practice. What
sales promotions can achieve, how they can be implemented and the impor-
tance of creativity are covered here.

The second part of the book deals with techniques. International promo-
tions, whether in one or many countries, also appear in this part.

If you are new to this book — welcome! Sales promotion is a wonderful way
to attract the customer. Just think back to the last time you remembered an
advertisement from the press or TV. To attract you sufficiently for you to
remember it, the advertisement was probably close to offensive, was humor-
ous or made a sales promotion offer. If this rings a bell, you have discovered
the truth behind sales promotions: they attract and make advertising memo-
rable. If your brand is not suited to humour or prepared to offend, only sales
promotion remains. The same applies to the direct mail or door-to-door liter-
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ature: you usually only recall direct marketing later if it has a sales promotion.
Clearly, sales promotions are a key factor in raising awareness and generating
interest across all promotions.

Understanding how customers react nowadays to marketing — and particu-
larly to sales promotions —is crucial to success. The rationale, the reasons and
the thinking behind using sales promotions, the promotion mechanics (how
the customer can respond) and the production of a sales promotion are all in
the first part of the book. Individual techniques, the sales promotion itself,
how the sales promotion works, what to look out for and how to measure the
success are given in the second part of the book.

At the back, in ‘Further Information’, reference is made to websites where
up-to-date codes of practice, the law relating to sales promotion, and exam-
ples can be found. Reference is also made to other books dealing with topics
that impact on sales promotion, such as creativity, controlling agencies, direct
marketing (which covers some of the production of sales promotion), market-
ing accountability/revenue expenditure (justifying marketing spend) and the
strategic use of sales promotion.

Do participate in sales promotions as a customer — it is an easy way to learn.
Analyse them. Why did you participate? Did it persuade you to do what they
wanted? Did you feel better about the brand? Find a brand that is not offering
a sales promotion and consider how you feel about that.

If you are reading this edition in July 2010 or after, then do register and
look at the ISP website for the latest batch of awards and use them as case
studies. This edition includes a selection from the 2009 awards, along with
some old ones that still have lessons for us all. I am particularly happy to see
B2B and charity award categories in the ISP awards. It demonstrates the
universal appeal of sales promotions to the customer.

I can but commend the reader to this fifth edition of the book.

Roddy Mullin



Introduction

Sales promotion in action — it adds fun and persuades retail
therapists to buy!

Remember to think retail therapy. People go shopping for a rewarding experi-
ence. No one buys chocolate to be miserable, so make your promotions add
to the fun of buying any product or service. If the fun goes out of it, so does
the spirit that makes buying and selling part of our lives, whether as customers
or as businesspeople. Roger Hyslop wrote that what he learnt in the 1960s still
applies: ‘The use of a sales promotion stimulates consumer excitement, retail
reaction and wholesale reward.” Indeed, of all the marketing tools available to
the marketer, sales promotion can most readily be used to give that sense of
fun to the customer. The marketer, however, has other ‘customers’ to consider:
the shareholder, the employee and the management team.

Some of this book necessarily talks about detailed mechanics — how the
customer responds — and the codes of practice that apply. It’s also impossible
to look at price promotions without some reference to economics. Price
promotions that are just basic discounting no longer work for suppliers,
though retailers use them for short-term gain (this was confirmed in 2009 in
an Institute of Practitioners of Advertising (IPA) report looking at 14 million
Tesco customers) and this is addressed later. However, for door drops, research
for the Direct Marketing Association (DMA) shows 96 per cent of consumers
are aware of them and 72 per cent take action on money-off coupons, with 80
per cent following up supermarket offers. Research in the United States shows
84 per cent believe sales promotion enhances the brand, with 69 per cent
agreeing that a sales promotion does this on its own and 44 per cent saying it
generates a favourable attitude to a TV advertisement. The need for account-
ability and measuring the success of marketing activities is now with us. There’s
hard graft and detail in sales promotion. At its heart is the serious business of
building long-term, profitable customer relationships. Good promotions are
not a substitute for serious thinking or for building deep staff and customer
relationships; they are, however, a part of the same process.
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The best way to understand sales promotion is from inside. Get involved in
promotions: collect coupons, send in for offers and seek out special deals.
Have a look at how others do it. Study the rolls of honour and the winners of
the latest Institute of Sales Promotion (ISP) competition. Read why the judges
awarded the prize. The Unilever sales promotion won the top 2009 award but,
just as important, it exceeded the target set for the response — an exception-
ally high 1.3 million people participated, with a 76 per cent increase in book-
ings, proving the marketing activity was successful, ie the sales promotion
worked and exceeded its objective.

The extent of sales promotion

A cursory check in your supermarket, your local paper or pub and the direct
mail sent to both your home and your business address will give an immediate
feel of the extent of sales promotion today. Sales promotion is found when-
ever a supermarket offers ‘three for the price of two’, a pub offers a happy
hour, an insurance or charity mailer offers a free pen for replying, or a product
offers a free draw, competition or mail-in. On the mobile phone too, if permis-
sion has been given, offers will appear for drinks happy hours and estate
agents’ latest houses and flats coming on to the market. Whatever you allow
will appear. The mobile phone can now also be used to respond to advertise-
ments, texting a number with a code word. ‘Mobile vouchers’ allow a message
to be sent back that includes access to a sales promotion through a bar code
reader at the point of purchase. As a marketer, if you are not doing so, you
should ‘go mobile’.

In this world of choice, a good sales promotion will stop customers for a
moment, cause them to think about a brand and product and, if it has the
right impact, move them to make a decision to follow up the sales promotion.
There are hidden benefits — if customers take up your ‘three for the price of
two’ offer they will not be purchasing a competitor product while using yours,
and their experience of enjoying a product or service is a great influencer on
future purchases. Indeed, a second sales promotion delivered with the product
or service when customers take up the first sales promotion can entice them
to make their next purchase of that product or service. In mobile marketing
parlance, use a bounce-back or two.

For the consumer at the point of sale, there are now too many choices.
Careful placement can influence purchase from the shelves, to ensure your
customer finds your product. You can pay for specific positioning and check
it with field marketing. But there are, for example, around 1,200 brands of
hair shampoo to choose from. What do consumers do? They are busy
people who make their buying decisions and choice of brand from the
offers available. This is not new. People have always looked for what is ‘in
season’, what is a bargain, what is familiar and has met their need before.
Shopkeepers and stallholders in previous centuries would make an ‘on-the-
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spot offer’ to help persuade people to make a purchase — sales promotion
is the modern equivalent when no salesperson (field marketer) is there.

Philip Kotler, the US marketing academic, estimates that 20 years ago the
advertising to sales promotion ratio was about 60:40. In 1997, he calculated
that, in many consumer goods companies, sales promotion accounted for 65
to 75 per cent of expenditure and had been growing annually for the previous
two decades. More is now spent in all companies on sales promotion than on
all other advertising including direct marketing. In 2002, from figures given
by the ISP, the AA (Advertising Association) and DMIS (Direct Mail Informa-
tion Service), the ratio had reversed to become 40:60. (You should note that
price promotions —alarge part of sales promotion — may not always be counted
as expenditure, but as lost income. Expenditure on altering packs and prod-
ucts for a promotion may not be counted as promotional expenditure
either.)

The amount spent on advertising in the UK is now calculated to include
production costs, agency fees and commission as well as media expenditure;
it also includes direct mail. So when making comparisons it is important to
know what is included. The figures in Figure 2.2 are media spend only, and
the direct-mail figure is placed under direct marketing (ie not included in
advertising). Figure 2.2 shows that all advertising media spend — TV, press,
outdoor, etc — is about a third of spending on sales promotion. In a nutshell,
sales promotion is really big — about the same as the rest (advertising, PR,
direct marketing) put together. Research by the British Promotional Merchan-
dise Association (BPMA) confirms the high value of sales promotions — the
figure for promotional merchandise alone was £1.1 billion in 2008, with
around half sourced in the UK and 25 per cent sourced in Asia.

Research, started in 1986 and repeated annually since, shows that over 70
per cent of the population has taken part in competitions or games on prod-
ucts and services, with almost 60 per cent of the population actively participat-
ing in some form of promotion in any given month — whether it be entering a
competition, sending in for a free gift or using a money-off coupon. This
makes participating in sales promotions one of Britain’s biggest active leisure
activities. Compare that with, for example, the 11 per cent of the UK popula-
tion participating in golf in any way over a year.

If you are not undertaking sales promotion in your organization, you should
be wondering why everyone else is. The figures given above demonstrate that
sales promotion is no longer an also-ran in the business of marketing prod-
ucts and services, but one of the most important tools available to companies
and a major part of our day-to-day lives. To find out why it is likely to become
even more important in the future, read on.

Why sales promotion has grown

There are eight main reasons for the extensive growth of sales promotion and
for managers finding that promotions are essential to building customer rela-
tionships:
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1.

Firms are getting better at what they do. Sales promotion offers a tie-
breaker in markets in which most products are excellent. The European
vice-president of a major toiletries group commented, ‘It’s no longer
enough to have an excellent product at an excellent price; I need a tie-
breaker.” Companies everywhere are facing declining real differences
between products and services, increased distributor power and faster
communication of information on alternatives. They have to fight harder
and faster for every sale.

Customers look for more from the brands they buy. Sales promotion
offers novelty, excitement and humour at the point of purchase, which
customers respond to. Firms are having to rethink the relationship
between attitude and behaviour. Trying to create awareness of and a posi-
tive attitude to a brand by means of advertising is seen as less effective
than encouraging a sale that may lead to just such a positive attitude to
the brand. That encouragement is achieved by sales promotion. It is in
effect advocating a kind of experiential marketing —a part of field market-
ing that is much in favour.

The pressure to achieve short-term results is growing. The fortunes of
brands and companies are increasingly volatile. Sales promotions can be
devised, implemented and take effect far more quickly than other forms
of marketing. This is of growing importance as demands for short-term
profit performance grow, despite people urging a long-term view.

TV audiences are fragmenting as the number of channels grows, making
it more expensive to reach certain audiences, even though TV advertising
costs are currently heavily discounted. The decline in community identity
atalocal level is making it more difficult to reach particular groups (such
as the young) via local media — a 15-year-old received a lot of media cover-
age recently for his report describing how his generation switch off from
TV advertising and Twitter but do register cinema advertising.

The growth in the sheer number of competing brands and products is
leading people generally to switch off from many of the advertising
messages beamed at them.

Advertising research has shown that the sales effects of TV advertising
over a four-week period are between two and seven times greater when
the advertising coincides with promotions. This important finding came
from a survey of 21 brands in eight different consumer goods markets
that integrated the shopping behaviour of 9,000 households with TV
viewing data. In the case of 2 out of 11 established brands where the effect
of TV advertising with and without promotional activity could be meas-
ured, TV advertising was only effective when promotions were also taking
place. The same result is now coming from internet buying surveys. It
might be said that the only advertising that works and registers with audi-
ences is that which amuses, offends or offers a sales promotion.

A sales promotion can be used anywhere in the cycle to retain a favoura-
ble customer relationship or repair the relationship when things go
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wrong. A sales promotion is an excellent way to restore or retain good-
will.

8. In mobile marketing a second lesser sales promotion in a bounce-back
can make all the difference to retaining customer interest and future
responses.

How to use this book

There are two parts to this book: Part I deals with the context of sales promo-
tion and structure and Part II with techniques. They are designed to be read
and used differently.

Part I has nine chapters:

® Chapter 1 starts with the customer. It sets out how sales promotions
contribute to building long-term customer relationships.

® Chapter 2 deals with the business and marketing purpose behind sales
promotions.

® Chapter 3 explains what sales promotion can do.

® Chapter 4 spells out how to use sales promotions, from the identification
of a business task to the specification of the promotional brief.

These first four chapters are crucial for understanding what sales promotion
can and cannot do. Of the next five chapters:

® Chapters 5 and 6 deal with two inputs into promotional planning: Chapter
5 sets out how to go about identifying the necessary creativity and supplier
resources; Chapter 6 deals with sales promotion agencies, handling
houses, specialist printers and other suppliers.

® Whether promotions stand or fall turns on the details of their implemen-
tation. Chapter 7 describes how to implement a promotion, avoid disaster
and ensure that all the elements work together.

® Chapter 8 covers the legal aspects of a promotion, sets out the principles
behind the UK Code of Sales Promotion Practice and discusses recent
case studies of promotions from the Advertising Standards Authority
(ASA). A new Code of Advertising, Sales Promotion and Direct Marketing
(CAP) is being adopted as this book is written. The chapter also discusses
the variety of rules that apply in other countries. It is a must, as a refer-
ence, for any promotion you run.

® Chapter 9, on marketing accountability and research, is essential for
ensuring that your promotions meet the marketing objectives you set.

If you are tempted to dive straight into the techniques and skip Part I, resist.
You can use the techniques to best effect only if you are clear about the why,
when and how of sales promotion.

Part II deals with a wide range of promotional techniques:
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® Chapter 10 covers offers such as free flights, holidays and film processing
(printing from disk) that are available ‘off the shelf’. It spells out how they
work and how to make the most of them.

® Chapter 11 looks at the important area of joint promotions — teaming up
with another firm to your mutual advantage. These are excellent for
start-up businesses, as you piggyback on someone else’s reputation and
brand.

® Chapter 12 covers promotions that use discounts, coupons, price reduc-
tions, cheap finance and other price-related tools. A massive area of sales
promotion, it is one that carries dangers as much as benefits. Information
on insurance to cover the risk of offers such as those featured in Chapter
10 is here.

® Premiums, whether with a product or available as a mail-in item, are
another major area. They are discussed in Chapter 13, along with what to
watch for in identifying and sourcing premiums.

® Chapter 14 sets out the range of prize promotions available, including
competitions, draws and instant wins.

® International promotions are covered in Chapter 15; these are promo-
tions that take place in a global economy with significant national regula-
tions. The rise of Central Europe as a new market is reflected in this
chapter along with the Far East. Even if your concerns are local, the
chapter is full of ideas. In larger companies, promotions span national
boundaries.

You will find Part II useful for years to come. You may not want to read it all at
once. You will probably want to dip into it and refer to it for the nuts and bolts
of techniques you may want to use now or in the future. If you are studying for
a marketing course, you will find the data you need on the range of tech-
niques available to you.

At the end of the book there is a chapter of further information, listing
useful addresses, books, magazines and courses. The organizations listed have
ashort descriptive entry to explain how they can best help you; most compiled
their entries themselves.

There are case studies throughout the book, illustrating the best (and in
one historic case the worst) in sales promotional practice. Use these for ideas
for your business sector and your business challenge. They have mainly been
placed at the end of the relevant chapter, but they illustrate the many types of
sales promotions and their use in different business sectors as well. Be aware
that although, for completeness, the range of case studies and techniques is
extensive, some are probably less relevant today for certain target audiences;
for example, the advent of low-cost airline fares has made flight tickets less
‘rewarding’ as a sales promotion than in previous years, though this could well
be changing. The author recently won tickets to Paris on Eurostar and was
delighted to do so. With many of the case studies there are questions to get
you thinking. The problem with including case studies is that they inevitably
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seem out of date; however, a creative marketer will be able to use an old case
study as the basis of an idea and update the sales promotion. Please do refer
to the Institute of Sales Promotion website at www.isp.org.uk, which, in addi-
tion to including examples of sales promotions in its awards section, has links
to ISP members’ websites with more case studies.
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Starting with the
customer

Customers and their behaviour
Customers in 2009

Key to this edition is that customers are substantially changing their buying
habits and their views of purchasing.

Customers have increased awareness of marketing — balancing cynicism
about hype with wise consideration of good offers (remember, a sales promo-
tion can add fun and value as well as enhancing the offer — see later in this
chapter for a description of the offer). Advertising seems to have fallen out of
favour in the belief stakes, confirmed by the Bellwether reports, but there are
exceptions as customers now really believe they know when they are on to a
good thing, so they do absorb some advertising. For three years Threshers, for
example, has run a sales promotion that seems to be too good to be true,
offering a large discount. The word has spread and a 60 per cent volume
increase resulted, but with Thresher still reporting a profit and a massive data-
base of new customers. Consumers flock to the offer. Boots offers an anti-
ageing cream much hyped by commentators and now clinically proven and
with much word-of- mouth spread. The product has been running out the
moment it appears on the shelves. Real viral marketing! (The global market
for anti-ageing products and services is £27.9 billion). Mintel reports that
value for money and competitive pricing have the greatest appeal to custom-
ers across all retail categories, with convenience, attention to service and the
shopping experience following. As to promotions, buy-one-get-one-free
(BOGOF) and extra fill beat all the rest. When offered cash or a holiday, 90
per cent take the holiday!

Customers are complaining more post-purchase and responding more
proactively to perceived bad treatment, particularly about banks and financial
services, where the response is inconsistent with the marketing messages
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(perhaps this is a return by these businesses to operating in silos; a real killer
to business success). For example, the Financial Services Authority (FSA)
reports that complaints about banks and financial services are running at
3,000 calls a day now, when it used to be 10, and there is a backlog of 3 million
complaints. Equally Ofcom, which regulates TV, line, broadband and mobile
services, indicates complaints levels are the same. Customers experience
genuinely unfair treatment through a lack of investigation of the circum-
stances, often caused by administrative errors, with automated adverse
responses that no one seems to be able to authorize to stop. This undoes years
of brand building and puts off customers. In August 2009 a bank sent a
company a classic unfriendly 14-day account closure notice demanding full
repayment because of inactivity: in fact the account was in credit, the company
was owed money by the bank and, had the bank checked the trading position,
it would have been aware that £315,000 was due in shortly. Microsoft boss Bill
Gates is quoted as saying ‘Your most unhappy customers are your greatest
source of learning.” Most UK banks, financial services, telephone companies
and utilities do not or will not learn this. How much better to empower the
customer services arms with a ‘sales promotion’ offer to smooth ruffled feath-
ers and retain customers (SAGA, Citi, MBNA and Virgin Media, for example,
now do this)? A genuine complaint or the threat to cease being a customer as
aresult of a mistake can be resolved simply, with a sales promotion, saving the
day and even returning a potentially straying customer to the fold. The sales
promotion is a real panacea here. As to the banks — the advent of supermarket
banks that presumably will put the customer first — can but be the future, with
the demise of some of the present well known names.

Customers are unhappy with what amounts to fraudulent promotions.
There has been a backlash to the telephone quizzes on TV where the winner
is found to have already been picked but the shows are still taking calls and
the punters’ cash when there is zero chance of winning. In a survey, 70 per
cent of the public said they had been affected and 35 per cent said they would
not vote or enter competitions again. You have to be whiter than white as a
promoter. There are industry reports of ‘no-purchase’ entries not being
passed forward and a winner from Scotland being passed over because it is
cheaper to have someone in London picked. The Institute of Sales Promotion
(ISP) is keen to combat such practices, believing the industry needs to be
proactive in addressing this.

Customers are using the internet more — because of the recession, because
it has come of age, because it is trusted to find items that are cheaper and
easier to source. The second-hand market flourishes on the internet. In 2008,
£18.5 billion was spent on the internet according to Verdict Research — 57 per
cent by the AB demographic group (which may only be because broadband is
less affordable to the C2DE group). One in 15 shoppers spent £4.2 billion on
the internet in July 2009. That, if extrapolated, is £50.4 billion per year or 32
per cent of spend. How is that per cent arrived at? Spend by consumers per
year is estimated at £447 billion including everything (mortgages, etc) of
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which £72 billion is grocery and £86.7 billion non-grocery, of which 32 per
cent is via the internet. Wow! But customers are still visiting stores to research
pre-purchase and also after the purchase decision, but before buying, to have
the sales staff confirm their decision.

Thirty-eight per cent of Europeans go online every day, spending some 12
hours per week online. Other research suggests that in the UK this is now 23
hours a week for some age groups. Buying online is becoming huge, and the
Christmas 2008 figures showed a 17.7 per cent sales growth year on year.
Surveys in the run-up to Christmas indicated that 50 per cent of purchases
made by many consumers are through the web (38 per cent in 2008). The
internet is convenient, with an ever greater take-up since broadband was
introduced in 2006. It is now used by more women than men, with the over-55
age group being the greatest users. In 2007 some 26 million internet users
spent £1,600 each (£42 billion a year — or £3.5 billion a month). In July 2009
the monthly figure was £4.2 billion. All estimates see a future increase that
ranges up to £100 billion annual spend. The internet is widely available in the
home and at internet cafés, and it is often a cheaper way to buy. Millions of
searches are being carried out per hour by British web users. The 18 to 35 age
group are the greatest users of the mobile internet. People now spend more
time reading online than reading print material.

Online turnover at John Lewis now beats that of its biggest store, and three
out of four shoppers will research items online before buying them in-store,
but it believes that customers still go back to the store because of the top-
notch customer service offered. Argos is offering a buy online, collect from
store service. Sales promotions online in a well-designed website can help
increase the products and services purchased, often described as ‘accessories’,
but with small price reductions if you buy them at the same time (premium
sales promotions!) The airlines offer links to buying coach and train tickets,
hiring cars, booking hotels, etc. Only imagination limits the links. At a resort,
everything might be offered — restaurants, clothing, accessories (cameras,
toiletries, jewellery, luggage, etc) — with the suppliers all chipping in to the
overall sales promotion.

Customers are becoming connected permanently to communications, with
38 per cent of the world possessing a mobile phone. Remember, some custom-
ers are now never more than 10 centimetres (six inches) from their mobile or
Blackberry. Of 16- to 24-year-olds, 95 per cent own mobile phones and watch
the least amount of TV. So SMS - text messaging — and sales promotions
(mobile vouchers/couponing, such as used by Amazon and HMV) are effec-
tive here, but beware the need for customer agreement to directly receiving
unsolicited text messages. SMS came of age in the appeal for funds for tsunami
disaster relief, as SMS fund-raising provided 21 per cent of the total money
donated. Mobile marketing offers a uniquely personalized communications
channel. M-commerce is taking off in the United States but has hardly made
any appearance in the UK. It will. In the United States you can now produce
shopping lists including photographing bar codes of items you want to buy
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and have delivered. Mobiles also show — and using GPS — take shoppers to the
nearest store. Wall-Mart’s mobile registered shoppers will shortly be selecting
what is stocked in their local store.

Customers are looking for an easy life and are time-conscious, and in this
area further ‘customer bonding with the brand’ is happening. Tesco, for
example, is a master of bonding with the brand (Tesco calls them ‘Loyals’).
Bonding provides a brand experience that further differentiates the bonded
brand from competitors (sales promotion excels in assisting bonding, espe-
cially when it is related to routine customer purchases), which both confirms
customers’ purchase supplier choices and strengthens the bond with the
retailer.

Customers, or 76 per cent of them, remember the brand names of promo-
tional items on their desk, and 52 per cent subsequently purchase from that
company, which is good news for suppliers and supports the credibility of
promotional merchandise. Pens, calendars, Post-it notes and calculators are
the most popular, with 89 per cent opting for usefulness.

Why do you need to start with the customer?

At the heart of every successful business is a close understanding of customer
needs and how to anticipate and meet them. For many years, people under-
stood this unconsciously, long before ‘marketing’ was invented; it was the
genius of every great entrepreneur.

When not many alternatives were produced and there was relatively little
choice, customers took what they were offered; it was the day of the salesper-
son. But those days passed. In an interim period it was thought to be part of
the task of a marketing department to make customers aware of the benefits
and then for sales to persuade and sell. Now that customers have an amazing
amount of choice, they generally serve and select the products themselves and
the task is to convince them that they really want to buy your brand, from you
directly or from others indirectly — again and again. For convenience — time
and effort saved by the customer if a brand is good enough — the customer will
bond to it. Tesco has achieved this; a tribe follows Richard Branson’s Virgin
brand. If your customer is fully bonded to your brand, fine. If not, your brand
may still win at the decision point — when the customer decides to buy or not
to buy - if the customer can be persuaded that something about the offer is
different, exciting or fun. That something might be a highly persuasive sales-
person — a field marketer — but more likely it will be a sales promotion.

When a need or a problem arises for the customer, the onus was once on
the customer to initiate the dialogue and make contact. Now people in firms
are going back to seeing customer needs as everyone’s concern, not just the
concern of a marketing department. Increasingly, firms are sharing responsi-
bility for thinking about customer needs among line managers in every func-
tional discipline. It’s not that marketing has gone out of fashion; it is that the
customer has come of age and demands attention from all parts of the firm.
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Marketing has been generalized across the firm as a whole — and rightly so —
and across every situation when the customer contacts your brand. It only
remains for certain sectors to relearn the lesson!

Do not think the above applies just to retail. Retail customers may also be
business-to-business (B2B) buyers, for an organization, for themselves as small
businesses or as self-employed people, or members of a professional body.
They are certainly all ‘members of the public’ and the same approach is
expected. Delivery of a product or service is expected to meet the brand’s
standards — and comparisons are made with other competitor brands.

Identifying your customer

Remember, customers are affected by their background and their social or
cultural influences; they each consider and think of matters in different ways;
they have varied economic purchasing power; they have different levels of
intelligence; they have prejudices. Clearly, you need to understand your exist-
ing and potential customers — whoever they are. You need to find out all about
them to serve them better, retain their custom and persuade them to buy
more. Everyone in your organization needs to know about them. Equally, the
customer will be finding out about your company, as epitomized by your
brand, as a supplier; it is a two-way communication. In finding out about each
other, you will establish a relationship. Making sure you do that well, and that
the customer trusts your firm and your brand, is called customer relationship
management (CRM). You should aim to provide a consistent customer expe-
rience wherever and whenever the customer touches the brand.

Identify your customer and establish a customer profile — an idealized, aver-
aged, but complete understanding of the way the customers think; what influ-
ences the customers; how, when, what and from whom they are prepared to
buy. It is really important to grasp this. If you understand the customers, you
have a chance to persuade them to buy. If you do not understand them you
are less likely to be able to do so. Without customers you make no sales; with
no sales a business dies.

Marketing is tasked with identifying and knowing the customer. If you
discover that there is more than one common type of customer, each with a
different approach to buying from you, you have segments. Each of the differ-
ent, yet identifiable, customer groups is known as a ‘segment’. Sorting all
types of customers by segments is called ‘market segmentation’. Market
segmentation is only helpful where each segment has a different approach to
buying and is of a size and has the purchasing power, accessibility and future
viability from which you will make a profit. In future the same may apply to
segmenting by communication preferences.

If you are selling to buyers (from businesses) and the buyers are selling on
your product or service to customers who are consumers, marketing will need
to understand both tiers of customers — that is, the primary buyers and the
primary buyers’ own buyers, who could be consumers. If you are dealing with
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B2B customers, their customers too may be business customers. There are
differences within each tier. You need to know and understand them all.

Think from the customer viewpoint

People carry a lot baggage from the culture and social environment of their
upbringing, their education and their life experience, and it is easy to make
assumptions about how others think and are likely to respond to communica-
tions with them. Accept the fact that the people you are selling to are unlikely
to have the same background as yourself. If you don’t, you may have a problem
grasping the need for marketing. It is easy to assume that one target group of
customers is a segment much like another, to ignore research highlighting
differences and to apply what you have done before — because it’s easy, because
it may have worked before or because of whatever other convincing reason
you have for doing what you have always done and forgetting the research.
Don’t ignore it: believe and act on your market research. In June 2007, the
papers were full of how Marks & Spencer (M&S) uses the Women’s Institute
(WI) members for research to vet its future clothing products (they come in
coachloads); the stories also report that, where M&S went ahead and ignored
the WI research, the clothing flopped. Customers are right. Listen to them.

Before you go any further, for every customer segment that you decide to
select as a target (you do not need to target every one), you should apply the
following method. Erase from your mind your own thinking and prejudices.
Learn to listen, observe and grasp how your target thinks, communicates and
comes to conclusions. You need to understand what makes the target tick,
react, etc. This method has been described as ‘self-recognition criteria’ —
accepting that the way you think and react is certainly wrong for any target
you are analysing. You should not make any assumptions about the target
customer. Find out.

Now that we have an open mind about the customer, let’s do just that: find
out how customers express their needs and what makes them tick.

The new customer on the block

You need to identify the ‘future shapers’ among your customers and engage
with them. Future shapers are identified as:

® valuing authenticity and originality in all they buy and experience;

® well informed and hugely involved in the products, services and the
brands they buy;

® individualistic, doing things their way and trying to persuade suppliers to
convert to that way;

® time-poor and valuing anything that saves them time;

® socially responsible, exercising ethical awareness via product and brand
choices;
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® curious, open-minded and receptive to new ideas;
® advocates of new ideas — and they spread the word.

The new marketing mix — the offer, the six Cs
and matching the customer expectation

The offer is the supplier’s answer to the customer’s needs and meeting the
customer’s expectation. Customer needs, in any particular area, are met by
product or service offerings alongside a bundle of characteristics known as
the six Cs — cost, convenience, concept, communication, customer relation-
ship and consistency — together called the ‘Offer’ (see the box below for a full
description). Some Cs the organization controls entirely and some not. The
offer is described in the language of your customers, using their perceptions.
It is what an organization has to consider when it is thinking of what to
promote and what to sell to the customer — and all described from the buyer’s
or customer’s perspective.

The old way of describing the offer (the old marketing mix) was the four Ps
(see later); now just think of the six Cs. (The six Cs were developed by Roddy
Mullin and Cathy Ace separately in 2001.) The Cs were referred to by Kotler
(a guru of marketing) in 2005 as offering a better view of the marketing mix,
as it is from the buyer’s perspective. The Chief Executive of Ogilvy now states
the 4Ps to be dead. So what are the 6Cs that make up the Offer?

The offer

® Cost — a customer considers cost (and cost of ownership) within a
value perception. That value perception is personal and includes a
quality-of-life assessment. This is often based on brands with which the
customer wishes to be associated. A customer also puts into the
equation the cost of time and travel to make a purchase. Future
Foundation research indicates that consumers will fravel for most of
their activities and purchases within a 14-mile radius of their home.

® Convenience of buying — a mix of place/location, opening hours and
cash/cheque/credit card acceptability. Customers are lazy. Exercising
the brain requires effort and energy, so make it easy for them and
convenient for them to buy. Location is part of convenience as is the
ease of visiting — ease of travel and parking. Recent research confirms
that the location of a store (or buying on the internet or mobile) rather
than the prices it offers or the range of products for sale, wins every
time. The rise of the mobile and using it to buy is a part of the
convenience issue for customers, just as the infernet before it.
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® Concept — a mix of product and service. The whole concept (the
product and service together, as few products are sold without some
sort of after-sales service) that you are offering as a supplier must
match what customers need, want and perceive to be the solution to
their need, offering greater benefit — ie an advantage - over the
concept of other suppliers, and it has to be provided at a cost and in a
manner that the customer wants — known as value. The quality and
fitness for purpose of the concept are assumed to be right. A warranty
or return policy is taken for granted. A brand is principally a
consolidation of the concept (though the other Cs come into it) into an
easy-to-remember space in the mind of the customer.

® Communication — how well the product or service is communicated to
the customer. This is where sales promotion may add a persuader,
matching the communication, of the feel of the brand at the point of
purchase. Customers will not buy if the communication is too complex
or too dull or does not put the concept across in terms they commonly
use. The mobile internet is the consumer technology of the future —
certainly in the UK, where 86 per cent of the population own at least
one mobile (which includes 96 per cent of 16-to 34-year-olds and 58
per cent of over-65s). It is always switched on. It is always with the
consumer. And consumers are developing relationships with their
preferred brands; they look at the websites and register to receive
e-mails. Alerts to brand experience opportunities will be the key in
using sales promotions, as has been achieved with the young with
viral marketing text messaging in the drinks trade in the last few years.
Mobile advertising is taking off as the mobile internet incorporates TV
as well. Sixteen per cent of radio audiences are through mobiles. Be
aware the greatest users of the internet are the over-55s.

® Customer relationship — CRM principles apply. Customers expect to be
treated with respect at all times and that all reasonable questions will
be answered and problems resolved. Once they have made a
purchase of any size or have signed up for a service, they expect to
be recognized and remembered. For example, once customers have
had their cars serviced at a garage, they expect the garage to know
all the car’s idiosyncrasies when they call. People like to build
relationships; you have to accept this. If customers get different
answers from different people or departments within the same
organization, they tend to trust the people and the organization less.
‘Integration’ means making sure every part of your business delivers
consistent answers.

® Consistency — the reassurance of ongoing quality and the reliability of
the other five Cs — brand surety if you like. It is achieved through
integration and comes from applying internal marketing within an
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organization — all are aware of the brand values. Research shows an
integrated approach is worth 30 per cent of sales (or a loss of 30 per
cent if you do not practise it).

It's all in the mind of the customer
Branding

This is the process of lodging your offer in customers’ minds to remind them
you exist as and when they need you. The ‘shorthand’ mental retention device
is your logo or brand name. If you have it right, the shorthand encompasses
the six Cs — the offer — outlined above. It is a powerful thing, a successful
brand, and when you achieve brand bonding the world is your oyster and you
will sell more. Remember the reminding bit: this means you will need to
market your brand regularly to customers. Sales promotions must match and
enhance brand values.

Buying process and behaviour

This is about understanding that customers adopt a buying process, different
for different purchases, which they have developed in their minds as appro-
priate ways to purchase products and services, and you have the task of finding
out what it is and developing a sales process to match. The credit crunch/
recession has caused customers to question their own buying processes, giving
marketers the opportunity to introduce new outlets for consideration.
Research shows that many first-generation internet sites forgot the need to
match the way their customers buy. A number of models describe how people
buy: one is the involvement model.

The involvement model for buying is increasingly being seen as a more
realistic description of the way in which consumers buy products and services.
The model extends well beyond marketing. The church, for example, used to
think that people started belonging to a church because they believed, often
after a conversion experience. However, it is now understood that people
belong before they believe. Studies have shown that people become involved
in a church because of friends or family. It is often quite casual at first, and
only after a period of years do they come to realize that they believe. The
process of ‘belonging before believing’ is about ‘behaviour before attitude’.

A sales promotion can assist in a change in behaviour. Persuading someone
to ‘try it’ offers the chance to experience a product and the brand values that
come with it. Once you have seen that the product or service matches or could
match your preferred behaviour, then if the process continues it is only a
question of time before the attitude follows the behaviour. It makes increasing
sense in the light of evidence that behaviour precedes attitude, hence the
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importance of bounce-backs in mobile marketing. Encouraging someone to
try a product or service is often the best way to begin the process by which they
become a long-term customer and develop a relationship with your brand and
your firm.

Behaviour and attitude have a complicated relationship with each other.
Practical examples illustrate this. Surveys show that far more people think that
regular exercise is a good thing (attitude) than actually practise it (behav-
iour). Surveys also show that people drink more alcohol (behaviour) than
they are prepared to admit to (attitude). For years, the government urged
people to use seat belts (attitude), with only limited effect. They then passed
a law making it illegal not to wear seat belts (behaviour). People grumbled at
first, but buckled up. Over time, people’s attitude changed to accord with the
behaviour they had become accustomed to. This suggests that marketing
campaigns that directly impact on the behaviour of customers succeed, and
the desired attitude to the product or service will follow. A creative sales
promotion can do this. Advertising campaigns aimed primarily at creating
awareness and changing attitudes are less likely to succeed.

The role of influencers

Customers are influenced by others when making purchases, and this influ-
ence must be understood. Viral marketing depends on this. You need to know
how those around the customers, the people they follow and their perceived
status can influence their attitude and their buying behaviour.

This book considers the customer viewpoint hereafter in terms of the six
Cs, accepting branding as shorthand, recognizing that a buying process exists
and that behaviour must be studied, and noting the part influencers play.

Managing the brand — influencing the mind of the customer

The bundle of characteristics — the six Cs — is your offer, the ‘brand’ promise.
Truly great brands achieve leadership in all dimensions, having superlative
quality, unbeatable value and outstanding image in the six Cs offered.
Making the most of ‘brand equity’ — the sum of quality, value and image as
customers understand it — is one of the crucial jobs for any manager. As
more businesses realize that a company is its brands, so more CEOs and MDs
manage the brand. Evidence exists that customers ultimately bond with a
brand (Tesco’s ‘Loyals’), not bothering to look elsewhere, as long as that
brand delivers the brand promise. Bonding exceeds any loyalty. It has
become a CEO deliverable. It gives a value far in excess of the bricks-and-
mortar worth of a company. The Worshipful Company of Marketers showed
in a booklet how bonding with a brand measurement can be used to predict
share value (see www.marketors.org).

The most difficult element of a brand for any firm to manage is the ‘psycho-
logical’ part; that is, achieving and retaining ownership of a piece of the
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customer’s mind. Companies often talk about ‘creating an image’. They may
do so in the minds of the staff who work long and hard to devise it. They only
do so in customers’ minds when customers adapt, develop and absorb that
image as their own. Companies can offer an image, but they cannot make an
image stick. If it is attractive and powerful and accords with customers’ own
experiences, it will form part of their image of the product or service. Thoughts
and images in our own minds are, thankfully, beyond anyone else’s total
control.

Customers retain perceptions and images, and their own key senses trigger
abrand if the retention has been successful. Itis a ‘shorthand’ memory device,
a mix of logo, slogan or a feeling that the customer relates to ‘advantage’ with
regard to a need. If you have such recall in a customer, you are made. But
beware: if the concept you are selling does not match the perception, image
and experience of the customer, you are far less likely to make a sale. You also
need to nurture that retention constantly and favourably reinforce it. Reduc-
ing brand-support marketing in a recession is fraught with long-term risk.
Guard against operational measures that destroy the brand’s value.

It is quite possible to have different perceptions of your brand in different
parts of the globe or even in different parts of one country. Guinness for a
time advertised in Africa unwittingly using a symbol that implied that Guin-
ness improved fertility. Brylcreem was thought to be a food delicacy in an
African country. A failure of branding, you might think — unless of course you
are happy to sell with that branding mismatch.

It is also quite possible to reposition a brand. Sometimes this is essential to
save a brand that has become dusty and is failing. Failures are often the seed
corn of success if the lesson is understood. Lucozade was rebranded as a sports
drink from its previous life as an expensive drink for when you were ill. It used
to be said by the older generation that you knew you were really ill when the
Lucozade appeared. How different it is now.

The four Ps and why they are no longer relevant and might
even be dangerous!

Just in case you are asked about the old four Ps (marketing mix), read these
paragraphs. There was a time when business was thought of as a series of func-
tions all capable of operating in isolation. Marketing was a function; sales was
a function; production was a function. These functions operated in silos.
(Note: there is some evidence that a number of businesses are returning to
silo operation — particularly when there is outsourcing of customer call centres
— when the different parts of a business do not integrate. Examples are in
banks and financial services. They will pay the penalty of brand deteriora-
tion.)

Organizationally based marketing traditionally considered the needs of the
customer in terms of four Ps: the product or service, the place, the price and
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the promotion (others added Ps for process, people and physical evidence to
make it seven Ps. Kotler once added politics). These are still taught by some
university departments and are dangerous, As mentioned above, the Chief
Executive of Ogilvy has declared the 4Ps dead: he should know. This approach
gives the wrong perspective for the marketing needs analysis of the customer
in the 21st century and the subsequent decision making about which market-
ing activities to apply. Itis better to approach the needs of customers (whether
buyers or consumers) in terms of their view of the four Ps. What you are really
doing is applying self-recognition criteria — looking at the Ps — from the
customer view. And when you do this, the four or seven Ps become six Cs.

Separate functions, such as finance, production and marketing, continue
to exist in firms, and they can be managed well or badly. A good marketing
department, however, does not create a competitive advantage on its own any
longer. Its work is part of a process that takes place every time someone buys
or uses the company’s products or services. It is part of the process by which
relationships are strengthened and by which customer and other stakeholder
needs are satisfied. Think of it as part of the creation and strengthening of
relationships that contribute to the success of the business. The leading
management thinker John Kay (1993) wrote:

I see the firm as a set of relationships between its various stakeholders — employ-
ees, customers, investors and shareholders. The successful firm is one which
creates a distinctive character in these relationships and which operates in an
environment that maximizes the value of that distinctiveness.

What characterizes these relationships? Money plays a large part — whether in
salaries for staff, dividends to shareholders or invoices to customers. However,
there is much more to it than that — like loyalty, expectation and human
feeling. Whether people buy a product or work for a firm, they are engaged
in a relationship that satisfies their needs to a greater or lesser extent. The
task of businesses is to maximize the value of that relationship. The four Ps
approach matched a business structure where relationships did not feature
and only hierarchical ‘silos’ existed.

Sales promotion and ethics

As this chapter deals with the customer, it is right that the duty of care to the
customer is covered here. There is always a temptation in sales promotion, as
in many other areas of business, to cut corners, to promise more than you
intend to deliver and to rely on the small print as a get-out. Is this good busi-
ness if you can get away with it? Some people think so, but they are a declining
minority. The reason is that relationships are increasingly seen as central to
business success. It is unwise to treat badly those with whom you want to build
a long-term relationship.
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In 1996 the Royal Society of Arts published a report entitled Tomorrow’s
Company, with backing from some of Britain’s top business leaders. This
argued that successful companies are those that have a ‘success model’ that
embraces the interests of all their stakeholders — shareholders, customers,
suppliers, employees and community. A study of the United States’ most
visionary companies in 1996 found that those businesses that were consist-
ently most successful were the ones that did not place profit first but in second
place to a core ideology that often stressed responsibility to others.

Across the world, there is evidence that people prefer to deal with compa-
nies they trust. “The company behind the brand’ is increasingly important.
Cadbury’s has benefited from its association with enlightened social policies
throughout its history — a point strongly made in its factory exhibition, ‘The
Cadbury Experience’, visited by 450,000 people a year. However, that image
was recently tarnished by Cadbury’s not owning up for four months to a
product problem. Richard Branson’s rating as the UK’s most admired busi-
ness leader has helped Virgin diversify from records to air travel, personal
finance and drinks.

An ethic of enlightened self-interest guides companies not to abuse
customer relationships by subjecting people to sharp sales promotional prac-
tice. However, sales promotion practitioners have another and more specific
ethical challenge to consider: if sales promotion is effective in changing
behaviour, it is a powerful and double-edged weapon that can change behav-
iour for the bad as well as the good.

Some sales promotion agencies refuse to handle tobacco accounts on the
grounds that promotions may reinforce a destructive form of behaviour.
Other areas in which behaviour can be influenced to the detriment of wider
social interests are the consumption of alcohol and participation in lotteries.
On the other hand, sales promotion has been used for purposes that have a
positive social benefit. Case study 12 features a promotion for Sainsbury’s that
helped both schools and the reuse of plastic bags. Sainsbury’s more recently
bought promotional bags from an unacceptable source, which exploited
China’s cheap labour.

What if things go wrong? The classic example is Hoover. In 1993, Hoover
launched a ‘free flights’ promotion. There is nothing wrong in that. Free
flights are a promotional evergreen (and are described in detail in Chapter
10). What characterized Hoover’s promotion in the first instance was the
unsustainably generous terms of the offer. What characterized it in the years
that followed was the inadequate way in which the company handled its
failure. Case study 37 spells out the sorry tale.

Sales promotion in the UK is largely guided by internal self-regulation,
policed by the industry via the Advertising Standards Authority. In most of
Europe, there are greater legislative controls. The UK government is not
convinced that self-regulation works as well as it could or should in every case.
The cases of promotional malpractice cited in Chapter 8 indicate that there
are legitimate grounds for concern. The ISP is keen to stamp out all malprac-
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tice and actively pursues those who transgress. Every sales promoter needs to
take the power to change behaviour seriously and to think hard about the
purposes to which it is put.

Case studies

The importance of researching the customer is illustrated here in two ISP
awards.

Case study 1 - Listerine’s whiter-than-white mailing
to dentists

Pfizer Consumer Healthcare (Agency RMG Connect) sent out a Listerine
mailing directed at the highly sceptical dental profession that is regularly
bombarded with ‘factheavy’ literature. Listerine prevents fartar build-up and
helps keep teeth white. The visually striking lefter spelling out these benefits
was pure white and appeared to have no copy. Under a bright dentist's
light it could be seen that the lefter was printed in an embossed font. The
letter had a fold-down reply-paid card enabling dentists to request samples
and fry the product for themselves. They would also be sent the offer of a
subscription to a free trade magazine from which they could apply for
further samples.

The mailing achieved a 14 per cent response rate against a target of 8
per cent. As many as 3,487 dentists ordered samples and subscribed fo the
quarterly magazine, exceeding the target by 172 per cent. This success
was affributed fo the intriguing nature of the mailing piece, which won over
a fough audience.

Case study 2 - Unilever Pot Noodle Spinning Fork

The ISP judges in 2009 agreed that the Unilever promotion demonstrated
a deep understanding of its farget audience — the bloke's snacking
audience. The objective was to drive sales growth and it achieved
year-on-year value growth over the promotional period of 11 per cent with
a sales uplift of 20 per cent. The focus was on the funny side of man'’s
relationship with food and the need for a quick and easy taste hit. The
promotion offered an on-pack insfant win of a spinning fork together with @
selHiquidating promotion for non-winners.
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Case study 3 - Mazda’s Operation Renesis - Can you
handle it?

Mazda's insight info ifs target audience of professional 30- to 45-year-old
males was paramount in the success of its Operation Renesis campaign.
Potential customers were challenged to participate in a unique experiential
event in which they would be trained to drive like a special agent.
Applicants completed an online profiling questionnaire to establish their
suitability. Taking cues from ‘Spooks’ and ‘The Bourne Supremacy’, the
three inferactive driving zones included Hurns, avoidance driving and a
proving ground complefe with explosions and fog screens. The six most
talented frainees won a fraining mission to Moscow.

The campaign delivered exceptional results, massively increasing the
perception and awareness of the brand. It also generated significant PR
through owners' clubs websites, YouTube and “Top Gear’ as well as creating
an innovative property that can be leveraged in the future.

Case study 4 - Metropolitan Police target gun crime

Gun crime is a major issue in london'’s black communities, with both
offenders and victims becoming younger. In 2006, the Metfropolitan
Police, through Trident, a gun crime initiative, commissioned Roll Deep, @
top Grime act, fo produce an anti-gun music track, ‘Badman’. It was
distributed without Trident branding to selected club DJs and music shops,
as well as being e-mailed to Roll Deep fans. Six weeks later the Trident
involvement was revealed with the release of a branded video on its
microsite, YouTube and RWD.com. It was also aired on channels KissTV
and MTV (without payment). Further support came from a hard-hitting
poster campaign and visits fo London schools by Roll Deep.

Specific results are confidential, but the exposure and reach outperformed
all expectations. This proved that the young, streetwise black audience is not
unreachable given the right approach. It was a gold award winner in the
Public Services and Utilities category of the ISP 2007 awards.
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Summary

In the 21st century the customer is really aware of marketing and all its
facets, including the benefits of a good sales promotion. The offer
presented by the marketer must meet the six Cs needs of the customer,
match the customer’s preferred buying process and fulfil the brand promise.
The need for customer research as the starting point for all marketing
activity is demonstrated in case studies describing the successful outcome
of highly targeted sales promotions.

In the absence of human contact at the decision point, or point of
selecting the item to buy, where the choice of competing products is
daunting, the sales promotion is the key decider. It is then that sales
promotion comes into its own. It is the key differentiator between products
or services. It must be genuine and ethical and complement the brand it
serves. It must match the customer’s preferred communication canvas. So, if
the sales promotion is there and it offers that something extra that adds
value and carries a real benefit to the customer, it deserves to win.

Self-study questions

1.1. To ensure you have understood, write a short sentence on each of the
six Cs — the offer — describing what needs of the customer each C
covers. Then, as an exercise, write down the six Cs of your own
business or organization’s offer. From that prepare a brand values
statement — what you would want your customers to hold in their
minds.

1.2. Describe the difference between attitude and behaviour. Which is
more important to the marketer in the long term and which in the
short term?

1.3. Why is understanding the customer first so important in business?

(Remember, the answers are in the text.)
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The business and
marketing purpose
behind sales
promotion

Intfroduction to the business process

How do business and marketing fit together and how does sales promotion fit
into that? Take an example. A business vision may be to grow the business.
Convert that into reality: that is, sell more at a profit; so one of the related
business objectives for the year ahead specifies a target sales figure. To get
more customers in, the offer is improved and communicated to those poten-
tial extra customers — so we have a marketing objective. The business meets
the target. Wonderful. The objectives are met and a part of the vision
achieved.

Business objectives come from your business vision or mission, or the tasks
that lie ahead and are usually related to a time period — often a year, some-
times two years, ahead. Marketing helps provide some of the strategic inputs
to help decide those business objectives. If, for example, market research
discovers it is likely that a particular market is going to reduce (for instance,
film cameras in May 2006 were only 5 per cent of the market and falling),
then you may decide not to pursue a start-up in that market. Marketing help
here, using marketing research, determines your potential for achieving a
market share from which you can make money and assesses the risk (compet-
itors responding adversely to your activities, the impact of price sensitivity on
your profit, and the market conditions prevailing).

Figure 2.1 illustrates how marketing interfaces with a business and the
customer. It shows the part market intelligence plays in deciding whether to
proceed with the business venture, confirming that you can sell enough of
your product or service to make money at the price the customer is prepared
to pay, that there are sufficient potential customers and that you can afford to
operate from a customer’s preferred locations. (Let’s assume you can make
money. If not, stop — the author’s experience sadly finds this is not always the
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case.) This strategic exercise has to be repeated from time to time. A business
dies if it does not review the market and change to match. For example, the
credit crunch and recession will catch out those who lose touch. Think of the
changes many businesses have had to make as the customer went from horses
to cars, from smoking to non-smoking and from video to DVD.

Figure 2.1 shows that, from certain business objectives, through derived
marketing objectives and after considering the alternative solutions, one set
of options is selected and forms a marketing plan. The marketing plan sets
out the marketing activities (a group of marketing activities towards one
marketing objective may be called a ‘campaign’) that are to be undertaken to
persuade customers to change their behaviour and attitude favourably towards
a supplier, accepting the business’s offer. This includes receiving the brand
experience and brand values at the point of purchase (sales), and matching a
sales process to customers’ preferred way to buy.

Figure 2.1 also shows other marketing activities. Marketing promotion
includes advertising, PR and non-face-to-face direct marketing and sales promo-
tion. Sales is face-to-face with the customer at the point of purchase (this is the
part that includes field marketing) and, once the sale is made, there is an order
fulfilment process where customer services people deal with any customer diffi-
culties. Order fulfilment itself may be the service provider for a service product,
for example hairdressers or garages. Marketing also becomes involved with new
product (or service) development. Some parts of the business may not interact
with the customer directly — Figure 2.1 illustrates this with the office and finance
element. Finance may become involved with the customer on credit assessment

/ TThe Cu;tomer‘\‘\A
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arke’f intelligence Marketl_ng Sales ) Qrder
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\ Order
The business processing

New product
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development
Figure 2.1 How marketing fits into a business
Source: Williams and Mullin (2007)
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and poor payments, though this is usually handled through customer services.
It too must support the brand in the way it operates. Figure 2.1 shows the
marketing parts of the business. Note that marketing in a business is the key
interface at every point with the customer.

Having looked at how marketing operates within a business, now consider
what marketing in its various parts can do, describing each as a marketing
tool. The tools described here are shown in Figure 2.2, following a logical
sequence — the order in which they are applied. Figure 2.2 shows all the
marketing tools and the sequence by tool number that should follow the
market research. Sales promotion is the extra that can be applied to promo-
tion — advertising, PR and direct marketing — in all its parts and especially
includes sales at the point of purchase in face-to-face marketing.

To explain Figure 2.2. The ‘market research’ tool finds out customer needs,
competitor activity and ‘whole market’ intelligence. Market research is essen-
tial to establish your position in the minds of customers and how they rate
your products and services. There are market research specialists operating
individually, as agencies or as huge global organizations such as Taylor Nelson

MARKETING TOOLS
The
customer
Tool 1 ] - e Tool 7
Market The public Measure | hevenue

research 4 VFMM* Expenditure

Tool 3 Tool 4 Tool 5 Tool 6
The offer | | 5 " Cion | | The sales Sales
The six Cs process promotion
T IS .| £26 billion
' ¥
Advertising PR Direct marketing
£8 billion £4 billion £14 billion

|
' 1

Non face-to-face Face-to-face
D2D, Direct mail FM

Figure 2.2 Marketing tools for the marketer

Note: Advertising is media expenditure (salaries and agency costs make it £18bn)
Source: figures from ISP (SP figure is only for branded manufacturers)

*Value for Money Marketing by Roddy Mullin, published in 2001 by Kogan Page
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Soffres (TNS). Who you use for market research and how often may depend
on your budget, but you should do some and it should be unbiased, that is,
you should use someone unconnected with your business who understands
how to do it — a chartered marketer.

From market research (tool 1) you can then define the offer (tool 2) and
the brand values (tool 3) — these marketing tools are described in Chapter 1.
Then you need to promote both your offer and your brand values. Market
research should have found the customer preferences for media, channels
and formats too — what is now called the ‘communication canvas’ — helping
you to decide which media, channel and format to go for in promotion (tool
4). You will also be able to establish a sales process (tool 5) from the market
research. You then add an appropriate sales promotion (tool 6) providing zip
or fun that your potential customers will appreciate. This is what this book is
about. Finally, you measure (tool 7) whether you (or your business) obtained
value from the (revenue expenditure) spend on the marketing you made.

The promotional mix

How does sales promotion fit with the rest of the mix? The promotional
mix is generally divided into four different tools:

1. Advertising: paid-for space and time in broadcast, print media or the new
media (websites, interactive TV and SMS) and other paid-for communica-
tions. Do not forget outdoor advertising, which includes ambient and
transport media in addition to posters (and balloons).

2. Publicity (PR): information and opinion about your products or services
carried by third parties. This is very powerful if you can get it. Celebrity
chefs are excellent at raising sales of ingredients or ‘gadgets’. Health and
beauty correspondents are recommending anti-ageing creams, with
Boots’ own product described as the best. (The result is men arriving in
the UK from abroad with the product high on their shopping list from
anxious beauty-seeking partners.)

3. Direct marketing: personal presentations to customers or prospects to
which they can respond directly through filling in coupons, posting
tip-ons, contacting call centres, e-mails, etc. The new media — interactive
TV, mobile advertising including text messaging and e-mails — are a part
of direct marketing. Personal selling face-to-face is now a part of direct
marketing called ‘field marketing’, where a personal presentation of your
products or services is made to customers, prospects or intermediaries
carried out through a shop, exhibitions, demonstrations, personal selling
at customer premises and merchandising. (Field marketing used to be
considered separately from direct marketing but is now a part of it.)

4. Sales promotion: incentives and offers that encourage people to behave
in a particular way at a particular time and place, usually delivered by one
of the other three tools.
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This division within the promotional mix helps in a number of ways. It gives a
rough-and-ready definition of what each is able to contribute to the mix and
helps companies to decide which will be most useful in achieving particular
marketing objectives. For example, an industrial company is likely to put most
emphasis on direct marketing. A company requiring short-term sales (field
marketing) may put a priority on sales promotion. A company with a startling
new product may go for publicity as its best bet. It also helps companies work
out the balance between the different tools. Most of the time, there isn’t one
tool alone that will do the job, and a balance is needed between all four. This
is why it is called ‘integrated marketing’.

Just how effective are promotions? Comparisons of the effectiveness of
different types might help and Tables 2.1 and 2.2 should give you an idea at
least — you can argue about them if nothing else! Mobile marketing of
course depends on the permission of the customer. Table 2.1 shows that
cinema ads are best at getting attention but the impact does not last. The
internet and mobile marketing are moving ahead of the other media, which
reflects reality. Table 2.2 perhaps illustrates why experiential marketing is
doing so well. The two tables are designed to make you think about your
target audience and how effective your planned promotion is likely to be
with different media.

Table 2.1 Illustrative effectiveness of media (based on a Saatchi & Saatchi
idea)

TV Cinema |(Radio |Print |Outdoor |Internet Mobile
Visual WoOW VIV VW VWY Vv
—sound
— movement
nuwuwsive VA RWAA Ve V[V V5
Detail VvV VWAV
Interactive V5> ? VVV VV?
Time flexible (/7 AVAYA VVV VA
Duration ? \ VV? V5>
Coverage V4 VA Vi vV VA V>
pofle — [v: [V VW vV vV
Less cost/"000 v v v VVAVAVY VAV
Trade affinity |\/+/ \ iV VvV =V =/
Customize VvV VAV VvV
message
Add sales Add a Adda |Adda AddaVito |Add V'V to
promotion V to V to Vo above above
above above |above
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Table 2.2 What the media can do (illustrative, based on an Admap idea)

Awareness Acceptance |Preference |Insistence Reassurance
™ WV Vi
Radio v V>
Cinema VYV V>3
Outdoor V5> \/>?
Press VA vV V2
PR vV v v
House v VA v v
literature
Direct mail VYV VvV VvV
Door to door |/ VYV VvV
Website V5> VYV V4 V4
E-mail VYV VA VA V VYV
Mobile VAWAVE WA VA VA VA
Experimental |\/v/ VW vV vy vy
sales
With salies AddaVto [AddaVto |AddaVtoa |[AddaVto |AddaV to
promouons  ahoye above above above above
After-sales VvV
service

It is also worth keeping an eye on trends in advertising. Internet advertising
has overtaken newspaper advertising (at 5 per cent of the £50 billion or so
spent on marketing in the UK). Treating the web as an add-on has been the
downfall of many companies: the website is a serious point of contact. Maga-
zines have to meet ad-receptivity criteria; that is, is it at the right time and
place for the specialist consumer? Over 500 magazines close and over 500
open most years. With a spend on magazines of around £2 billion and an ad
spend of £827 million, magazine advertising is not dead yet, but until there is
a better measurement of magazine success (rather than twice-yearly ABC
figures) they will not find it easy to persuade businesses to advertise readily.

The logic of this way of thinking becomes clear when you look at how sales
promotions are communicated. They invariably use one or more of the other
communications tools. It is rare to see a piece of direct mail without an incen-
tive for an early reply. It is also rare for companies not to try to achieve media
coverage, that is, publicity, of their promotions. It is increasingly common for
sales promotions to be featured in advertising.

A sales promotional offer does not cease to be a sales promotional offer
because you use advertising, publicity, personal selling and direct marketing
to deliver/communicate it to your target market. They increase effectiveness
to your promotion as shown in Tables 2.1 and 2.2.
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Sales promotion is particularly helpful when your firm is making short-term
changes to one or more parts of the whole offer — that is, to the six Cs — and
communicating that to customers. Examples are when a different-coloured
Smartie is included in the pack for a short time, or KitKat is produced in a
mint flavour (a change in the concept). It can alter the cost to the customer,
for instance when a lager brand is sold as ‘33 per cent extra free’ or when a
product is sold with a 10p-off flash. It can announce a change in convenience,
for example when Guinness is sold at summer fétes, well away from its normal
licensed trade outlets — all in the interests of influencing behaviour now. If
you book a flight on easyJet on the internet you receive a sales promotion, an
instant discount that may have been the subject of newspaper publicity, an
advertisement or a direct mailshot driving the customer to the web.

For completeness, the selection of the appropriate parts of the promotional
mix has a further dimension: the selection of the appropriate media and
communication channels. For example, advertising may be selected from the
promotional mix and the press as a media selected over TV, with newspapers
preferred over magazines and the broadsheets selected over the ‘red-tops’,
with the Guardian and the Independent finally chosen. These two papers would
then be entered into the channel plan.

This way of thinking about the promotional mix reflects the way sales
promotion should be used. It does justice to the role sales promotion plays in
creating and building customer relationships and putting across all the six Cs.
At last marketing books are paying attention to sales promotion, and one day
it will equal the interest and understanding of the people who have been
doing the job for real for years. The key point about sales promotion is that it
can be effective in every part of the promotional mix and can be used for
every element of the offer. If used well it can spice up any element of the six
Cs alongside any promotional tool.

Business and marketing objectives

This book is not about how to write business plans or marketing plans; rather
it explains how sales promotion activities arise and how they can be used as
part of your promotional mix in an integrated fashion to deliver the offer you
have drawn up.

Companies sometimes fail to identify that there actually are business tasks
to be done. Business tasks come in a variety of forms. They can be, for example,
moving offices, setting up a new production line and helping accounts with
new software. Thinking clearly about your business and where you want it to
be in this coming year and in the future as part of that is not difficult. It is a
useful mind-clearing process. The paragraphs that follow are purely to illus-
trate the business process and show how sales promotions are selected and
how they end up as part of the marketing plan.

First it is important to convert the business tasks to business objectives. The
sales promotion objectives derive from the business objective you have been
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set and the marketing objectives that followed. Objectives that we choose in
our personal lives work in a similar way. You may be reading this book because
you want to advance your career in business or marketing. Learning about
sales promotion follows from that, but it is not the only way you could advance
your career. Once you have decided you want to learn about sales promotion,
you rightly focus on the best means of achieving it — of which reading this
book is one. Similarly, you need to consider whether sales promotion is the
best way to achieve a marketing objective. It depends on your offer and the
brand values you wish to put across.

Chapter 3 identifies objectives that are most commonly addressed by sales
promotion, the techniques available and how to put them together to achieve
the behavioural change that you want. Following this process will not guaran-
tee that your sales promotion will be a world-beater. However, it will ensure
that it is fit for the task and that it logically connects with business and market-
ing objectives.

Business and marketing objectives format

Business and marketing objectives must be SMART: specific, measurable,
agreed, reasonable and time-bound. Check each objective, whether it is a
business, marketing or promotional objective, as you write it to see that it
meets each of the SMART criteria.

lllustrative business objectives

It is useful here to look at an example. Suppose you are a director of a small
sports equipment business. You have business tasks that are to grow the busi-
ness, modernize, update and relocate, and you feel the need to tackle the new
media — competitors are doing so; finally, you want to have a better position in
the sports sector than your nearest competitor. The SMART business objec-
tives, in order of priority, for a company in sports/leisure might be:

® o sell the existing range of products, with the revamped basic product, to
achieve the increased target sales (a figure in pounds is included here)
within the calendar year (this objective effectively defines the market
share your firm is going for);

® to move the headquarters offices and three regional sales offices to new
premises in the summer lay-off (no direct marketing implications here,
but plenty of indirect ones!);

® to grow the customer base by 10 per cent, thatis, 40 new long-term custom-
ers by the end of the year;

® to use the new media, with interactive TV and an improved website oper-
ating in the next six months, mobile marketing — well, perhaps not yet;

® to achieve a profile at the end of the year that places the perception and
image of this firm and its products above those of its direct competitor
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(with a list of attributes, benefits and features to be agreed by the end of
January);

® to upgrade the machinery in the B production shop to retain labour costs
while increasing production by 10 per cent (no marketing impact unless
the new machinery is delayed in introduction and there is no product to
sell!);

® to introduce a new financial accounting software package to be in opera-
tion at the start of the financial year (again, no marketing implication
here — but software glitches occur and may affect invoices, sales and so
on);

® to take a stand at the main relevant sport exhibition;

®  to raise awareness to 80 per cent by the end of the year, among those who
play, watch or train in the sport, of the purpose of your business and the
concept — products or services — it provides.

Not all the business objectives affect marketing. But from these business objec-
tives you can then draw up marketing objectives, which might be:

® to achieve the sales targets set (figure in pounds) including sales of one
relaunched product in the year ahead;

® to increase consumer and customer awareness and understanding of the
products and their purpose so that unprompted recall is higher than for
your competitor’s products at the end of the year;

® to relaunch the product at the main exhibition;

® (o use the new media — internet and interactive TV — within six months;

® to grow the customer database by 10 per cent (this gives a precise number
of customers), with new customers matching your existing long-term
customer profile (which you have researched);

® to maintain the company brand values.

Clearly sales promotions could play a major part in all the objectives. Not all
marketing objectives are best met by sales promotional solutions. It may be
that advertising is the answer or that there is a fundamental problem with the
brand’s price, distribution or physical characteristics; no promotion will
completely solve that. However, there are various tasks that are particularly
suited to promotional solutions.

Some promotional activities may be inherited and should be questioned. A
spring promotion may be run simply because there has always been a spring
promotion. This may well be a waste of time and money.

A clearly defined marketing objective is the justification for spending time
and money on promotional activity, or any marketing activity for that matter.
It is often said that advertising brings the horse to water and sales promotion
makes it drink. Consumers may be predisposed to buy a whole range of prod-
ucts and services now or in the future. Sales promotion focuses their attention
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on a particular product, at a particular time, in a particular place, and provides
the incentive to buy at that moment.

Sales promotions can be planned for implementation at a specific time, but
they can also be considered and introduced as contingencies. Problems and
opportunities inevitably arise during the year, and to keep a business or
marketing objective in place you may need to take additional action. Among
the problems may be competitors taking business from you, stocks being slow
to move, distribution being lost, sales being sluggish or an expectation that
any of these might happen in the near future. Opportunities also come in a
variety of forms: to take market share and volume from a competitor, to build
awareness in a particular target market, to back up new distribution, to support
other marketing activity at the point of sale or to build on trial gains. Interna-
tional events, such as those of 11 September 2001, or the bombings in London
or the credit crunch and recession in 2009, may change customers’ interest in
buying.

Every sales promotion must start by being related to one or more marketing
objectives that will be achieved by its implementation. Time spent in thinking
through the objectives and relating them to your overall marketing strategy is
never wasted. Once the marketing objectives have been determined, how are
they to be achieved? Through use on their own or in combinations of the
marketing tools available to you in what is known as the ‘promotional mix’.

Value and price

The Institute of Sales Promotion — the body that brings together all the major
sales promotion practitioners in the UK — gives this definition: ‘Sales promo-
tion is a range of tactical marketing techniques designed within a strategic
framework to add value to a product or service in order to achieve specific
sales and marketing objectives.’

The key phrase is ‘add value’. ‘Value promotions’ essentially give an extra
benefit. Ways to add value are to offer extra features, such as a free mail-in
item, a chance to win a prize, a special container or some other benefit over
and above the normal product offering. They often have a positive impact on
brand value.

There are sales promotions that cut price, called ‘price promotions’. Such
promotions offer the concept at a reduced price, with a favourable finance
deal, on a buy-now, pay-later basis, or with a coupon against the present or
future purchase. In doing so, there can be a negative impact on brand value
— particularly if it is a ‘me too’ price offer. Price promotions can seriously
undermine the added value that years of advertising have built up. A study has
shown that most price promotions, though helping in the short term, end up
lowering the price people are prepared to pay for brands. Many advertisers
believe that a price promotion is a short-term fix that detracts from long-term
brand building. On the plus side, a price promotion can put your product in
the hands of customers for them to experience. This can affect behaviour
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positively, and of course during that time they are not using a competitor
product.
Value promotions include:

free draws;

mail-in premiums;
container promotions;
competitions.

Price promotions include:

money-off coupons;
pence-off flashes;
buy one get one free;
extra-fill packs.

There is some doubt over where some promotions lie: for example, some
believe extra-fill packs (‘33 per cent extra free’) belong in the ‘value’, not the
‘price’, category. If you want to put them there, you will be in good company
—but remember that they can reduce the price people are prepared to pay for
the standard size and that can come to the same thing as a price cut.

The logic of value promotions is clear to see. There is evidence that these
contribute not only to short-term sales, but also to long-term brand value. The
‘Hay Fever Survival’ campaign (Case study 14) is an excellent example. The
case for price promotions is more difficult, and there are criticisms made by
eminent industry people.

Why do companies use promotions that can undermine brand value? The
reason is competition. For most of the last half of the 20th century, the deter-
gent manufacturers Procter & Gamble and Lever Brothers were locked in a
titanic battle. Their leading brands competed for performance superiority,
communicated by single-minded product-performance advertising. The
classic ‘side-by-side’ comparisons of clothes washed in Daz against those
washed in another powder were once considered a definitive form of TV
advertising. Product innovation has been farreaching and relentless.

These two giants also spent massively on price promotion. In the early
1960s, 95 per cent of packs of Procter & Gamble and Lever Brothers’ deter-
gents carried a price promotion offer of one kind or another — from a pence-
off flash to a discount off the next purchase. The situation was mad — and
known to be mad. One day it stopped: Daz launched a ‘near-pack’ premium
promotion involving plastic flowers (Case study 48). Millions of families
collected plastic roses from Daz in the following years. By the late 1970s,
however, the majority of detergent packs once again featured pence-off flashes
and coupons. Retailers have also veered between price and value promotions
— Case study 43 looks at 20 years of Tesco’s promotional activity, which has
swung between the two.
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Sometimes price promotions can be catastrophic for the company
concerned. In 1996, the electrical retailer Comet made an offer for its compet-
itor Norweb. Norweb held out for more, which was refused, and then began
an extensive campaign of 0 per cent finance offers (see Chapter 12 for details
of how these work). Comet decided not to match them. Instead, whenever
customers asked about finance, it directed them to Norweb. Comet’s margins
went up, and Norweb was crippled by the cost of its promotion. Soon after-
wards, Comet was able to buy Norweb at a lower price than it had offered
before.

What do these stories tell us? Price promotions can drag a company or a
whole industry into penury. However, they are not the cause of penury. Rather,
they are the symptom of competition that is so intense that it lays hold of every
tool at its disposal — even if some of them are self-destructive. Price promo-
tions are not the ideal way of competing but they are sometimes unavoidable
in the marketplace. It makes it even more important to understand how they
work, and the circumstances in which they can be less rather than more
destructive.

One of the things to watch is the evidence from opinion polls that people
prefer price cuts to any other form of promotion. Sometimes companies make
use of this in their advertising. During the spate of petrol promotions in
1986-87, Jet ran a series of poster ads with the slogan ‘98 per cent of motorists
prefer cheaper petrol’. Not for us, it was saying, all those tacky gimmicks; Jet
just offers lower prices. Shell meanwhile achieved huge gains in market share
with its ‘Make money’ promotion. People may say they prefer cheaper petrol
(attitude), but they often buy more expensive petrol supported by promo-
tional offers (behaviour). In 1997, Shell and Esso were taking two very differ-
ent approaches to this — one with a value promotion, the other with a price
promotion (Case study 39). It’s interesting to note that Jet was also actively
engaged in value promotions, winning a European sales promotion award for
its non-price collector promotion.

Keeping the distinction between price and value promotions clearly in
mind is essential to making sense of the subject. The core of sales promotion
is the attempt to influence behaviour here and now, and these are the two
ways you can do it. It may contribute to a change in attitude, but that is not its
primary task. A definition you may like to consider would run like this: ‘Sales
promotion is a range of price and value techniques designed within a strategic
framework to achieve specific objectives by changing any part of the offer,
normally for a defined time period.’

Marketing tactics and strategies

Tactics

Sales promotion has often been seen as one of the short-term, tactical weapons
available to businesses. As such, it has enormous strengths, but there is a real
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dilemma. Change the offer too often and the brand loses its identity. Change
it too little and more flexible competitors can overtake you. Sales promotion
is a tool that cuts across all the components of the brand. That is why the
balance of tactics and strategy is so important in using sales promotion effec-
tively.

Business success is always an interplay between short-term and long-term,
tactical and strategic. Companies succeed by thinking about tomorrow, but
they fail if, in so doing, they forget about today; the reverse is also true. The
best strategy is always adaptive.

Sales promotion shares with direct marketing the benefit that it can achieve
short-term effects, that campaigns can be conceived and implemented in days
and that the result can be seen in a matter of weeks. As such, sales promotion
fits well with a ‘just-in-time’ approach to business, which is already familiar in
manufacturing stock control and delivery cycles.

Taking a tactical approach to sales promotion means having up your sleeve
a number of promotional concepts that can be put into effect as and when
they are called for. Large manufacturing companies approach this by issuing
their sales force with a range of promotions in concept form that can be put
into effect with particular retailers whenever the sales situation demands. It
also means having the imagination, speed and resourcefulness to react quickly
to competitive pressure and to seize short-term market opportunities. These
are tactics at their best, but does that mean sales promotion is not strategic?

Strategies

Any business activity benefits from being planned in a strategic manner. Stra-
tegic, as John Kay points out, is not another word for ‘important’. Strategy is
about identifying the firm’s distinctive capabilities and translating them into
competitive advantage in the relationships the firm has with its customers and
suppliers. It’s about what you — and only you — do best.

Sales promotion is strategic if it enhances the firm’s distinctive capabilities,
increases its competitive advantages and builds its long-term relationships. It
is the reverse if it undermines them, which can easily happen in sales promo-
tion. A cut-price offer on a prestige brand, a promotion that is badly adminis-
tered and leaves customers feeling aggrieved, an offer that promises more
than it delivers — all these can undermine long-term relationships. A feeble
‘me too’ offer copied from a competitor can undermine distinctive position-
ing.

Frequently, the characteristics of a good tactical promotion are the charac-
teristics of a good strategic promotion. A good promotion can be both tactical
and strategic (‘Hay Fever Survival’, Case study 14, is an example). A bad one
can be both bad tactics and bad strategy (Hoover’s free flights promotion,
Case study 37, is an example of this).

There are several reasons for taking a strategic approach to planning sales
promotions. It enables one offer to build on the previous one and to establish



40 Sales promotion

a continuity of communication. This makes it possible to communicate long-
term psychological values, making promotions work harder. It can produce
considerable savings in time and money, and can speed up response times.
Strategic planning also enables promotional offers to be fully integrated into
the other activities in the marketing programme.

Sadly, even the largest companies do not always do this. This is often because
responsibility for sales promotion is pushed down to junior staff, whose time
horizons are shorter, who change jobs more frequently and who have not
been briefed properly on strategic issues. This is a pity: it makes promotions
less effective and does not reflect the importance of sales promotion in busi-
ness today. The remedy lies in the hands of senior management. Those
charged with responsibility for sales promotion need to understand the rela-
tionships they are dealing with.

There are five things you should do to establish a strategic approach to sales
promotion:

1. Understand the strategic framework in terms of the competitive advan-
tage and positioning that should underpin every sales promotion, as with
any other marketing activity.

2. Establish guidelines for each product or service, determining the style of
sales promotion that will be appropriate to it — this is the same for all
marketing activities.

3. Ensure that sales promotions are handled or overseen by a sufficiently
senior executive so that they are conceived, integrated and implemented
professionally.

4. Insist thatsales promotions are researched and evaluated through market-
ing accountability measurement in a way that enables you to assess their
performance and compare it to that of other types of marketing expendi-
ture.

5. Plan and budget for your use of sales promotion over the year ahead so
that the promotions become integral to your marketing effort alongside
other marketing activities.

Most of this book details how to run promotions one by one. These are the
building blocks for strategic promotional planning. It is well worth taking a
look at the promotions your company has run over a longish period — say
five years — and asking how they have contributed to its long-term differen-
tial advantage. Were they good tactics and good strategy? That is the goal to
search for.

The marketing plan

The promotional mix you select is your marketing plan. You get there by
going through a process of preparing business objectives first. Once objectives
are clear then you can draw out marketing objectives and look at all the



The business and marketing purpose behind sales promotion 41

options in the promotional mix (a very large list) before picking those that
you believe suit you and will achieve your objectives. The picking process
(selection of the communication tools alongside communication channel
planning) is helped by using a customer perspective (both existing customers
and prospects) at all times and thinking throughout of the offer, the six Cs,
your customers’ buying process and their influencers, and your brand.

Overcome the easy-life tendency

The process of drawing up a marketing plan is a useful discipline. As with
inherited sales promotions, if you find activities that do not help in achieving
your objectives, discard them. They are often put in because someone found
it all too easy to repeat last time’s plan — beware the lazy approach. A Willott
Kingston Smith (WKS) survey found marketers relied too much on agencies
to decide for them which promotional tools and channels to use. The conse-
quence is that the promotional mix and the channels selected change little
year on year. If an advertising agency is the sole supplier, beware: a number of
agencies are traditionalists that have always made their money from press,
poster and TV advertising. Their creative people do not have publicity, sales
promotion, direct marketing or websites ‘on their radar’, and unless you insist
on all parts of the promotional mix being considered you may not really get a
broad view. The WKS survey found that most agencies only pay lip service to
communication channel planning. The way to overcome this is to insist on it
or change to a newer agency that takes it seriously.

The WKS survey found that media buyers see most marketers as incapable
of any accountability. Do not be one of them. It is essential to measure the
success of achievement of the final list you select for your plan. Allocate
responsibility for each activity and objective. With the person responsible for
each marketing activity, define success and then set a key performance indica-
tor (KPI) for that activity. Record the KPI and then measure it. The results
indicate the success or failure of the marketing activities, which will allow you
to make any necessary changes next time — and/or allow you to select new
marketing personnel! (This is covered in detail in Value for Money Marketing by
Roddy Mullin, published in 2001 by Kogan Page.)

Planning is essential to achieve focus and control cost. It is a human weak-
ness to write plans and then leave them in some filing cabinet. A very short
document or table is all that is required, and if it is on display it will prick the
conscience. Itis all too easy to forget what you originally set out to do. A plan
allows you to allocate priorities in case a round of cost cutting means a number
of activities fall by the way. It will also provide a record of what you cut and
how that affected the outcome when the day of reckoning comes. Equally, if
the plan succeeds and the KPI is achieved you can praise and celebrate. You
also have real, quantified experience for next time.
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Case studies

Integrated marketing at work and the part sales promotion plays within it are
described here. Superdrug wanted to raise its brand image, and Nissan
launched the Tino in conjunction with the film ‘Shrek’; both are also exam-
ples of joint promotions.

Case study 5 - Integrated marketing at Superdrug

Superdrug’s campaign (Agency SPF15) in 2006 leveraged the special
'litfle moment’ of @ woman preparing to go on holiday (important to her,
the target customer], using advertising, texts, mail (sending out a pack) and
e-mail. Research info women had found major moments in a woman'’s life
are marriage and the birth of children, but also found a series of litfle
moments. The first appearance on a beach in a swimming costume each
year is a litle moment, so the run-up preparation is important. Superdrug
sought to use this to achieve both an increase in footfall and an
improvement in the brand through offers and sales promotions in
conjunction with appropriate product and service suppliers.

The campaign saw an increase in Superdrug’s favourable brand aware-
ness from 15 to 33 per cent, with 170,000 women signed up (to the detri-
ment of a major high street competitor). The result made 25 per cent of the
participants ‘feel special’, and 38 per cent recorded that it reached them at
the perfect time, with the result that 27 per cent now ‘love Superdrug’ and
42 per cent are 'feeling better about Superdrug'.

This campaign is an example of creative, innovative brand building, with
both a sequential and an infegrated approach and one where a number of
businesses joined in partnership. It also had clearly researched what women
want in life and worry about. It is interesting to see that many others are now
copying Superdrug’s 2006 promotion, as they too hope to capifalize on the
success of the ‘litlle moment’ concept.

Case study 6 - Integrated marketing at Kellogg’s
‘Wake up to Breakfast’

This was a big brand campaign to encourage consumers to change
behaviour from skipping o consuming breakfast and to increase sales of its
cereals by 5 per cent. A campaign included TV, press, radio and a
microsite, coupons distributed on-pack and a door drop, with celebrity
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brand ambassadors recruited and a National Breakfast Week launched as
a focus for the trade. The result generated 4.2 million promotional
purchases with 400,000 eating breakfast every day.

Case study 7 - Integrated marketing at Nissan

Tequila Manchester worked closely with DreamVWorks and Nissan on a
joint promotion to launch the campaign for the Nissan Tino in conjunction
with the film ‘Shrek’. The promotion was planned by Manning Gottlieb
Media to deliver quality prospects for the new Tino through response-
based communication. It developed a plan to work in line with the cinema
experience to target both parents and children, who are now well known
fo be influencers in family car choice. The promotion filled the whole
cinema environment from foyer fo screens, exciting and involving the family
audience most relevant to the Nissan Tino. To do this, the agency executed
imaginative creative material combining the car and the Shrek character.
This was produced in the form of cinema posfcards, cinema posters and
bfoothigh cinema ‘standees’, and was also used af various events. The
promotion was accompanied by effective datacollection opportunities
through postcards that requested data on car replacement details and
personal addresses.

The promotion managed to capture the essence of both the Nissan Tino
and Shrek, with involving and fun creative executions, thereby providing a
credible link between the car and an animated film. It was judged highly
successful by Nissan.

Summary

A sales promotion is the culmination of a process. The process starts with
the vision of the owners of a business or the leaders of an organization.
Typically that vision is converted into SMART business objectives, of which
some affect marketing directly and some indirectly; there are a few that
have litle effect. SMART marketing objectives can be derived from the
business objectives.

After considering the alternative marketing activities, some bundled as
‘campaigns’, choose a promotional mix to achieve the marketing
objectives set down in a marketing plan. Each marketing activity has a
determinant of success, set with a key performance indicator chosen to
measure that success and achievement.
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2.1

2.2

2.3

Within some of the marketing campaigns or marketing activities are
sales promotions. For each sales promotion is set a promotional objective
from which a promotional brief is prepared. Sales promotions can be
either value or price promotions, normally effective over a limited period.
They are used to add fun and provide real and clearly perceived benefit to
customers. Planning for sales promotions as a strategy and recording their
effectiveness over time will reduce the risk of failure and give a business or
organization a lead over competitors. Sales promotions can be excellent
brand enhancers.

Self-study questions

Draw from memory a diagram of how marketing fits into a business
and then compare it with Figure 2.1. Ensure you have covered all the
interfaces with the customer. As an exercise, consider just how well
your business interfaces with the customer.

What seven ‘marketing tools’ does a marketer have to consider and
use? As an exercise, consider each of the tools and the suitability of
each for the customers of your business. (Remember, always start
with the customer, not the business. You might prefer to advertise in
print, as it is relatively easy to arrange and visually pleases your
CEO - but it is useless if your customers use only mobiles and the
internet.)

Differentiate between a marketing objective and a marketing
strategy.
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What sales

promotions can do

The 12 core promotional objectives

There are 12 core promotional objectives that sales promotion typically
addresses:

increasing volume;

increasing trial;

increasing repeat purchase;

increasing loyalty;

widening usage;

creating interest;

creating awareness;

deflecting attention from price;

gaining intermediary support;

discriminating among users;

restoring brand perceptions and deflecting attention from complaints
after operational mishandling of customer accounts;
. retaining brand perception on service failure.

HOOP N R N

—_

—
No

1. Increasing volume

The volume of product or service that you sell is, in the long run, dependent
on a range of fundamental marketing factors such as quality, cost, distribution
and value — defined in customer terms as the offer. Promotions geared to
increasing volume can never overcome deep-seated weaknesses, but they can
be of considerable value in meeting short-term and tactical business needs.

Companies may need to increase volume in the short term for a variety of
reasons: to shift stock of an old model prior to a new introduction; to reduce
inventories prior to their financial year end; to increase stockholding by retail-
ers prior to the introduction of a competitor’s product; and to lift production
to a new and higher level.

Volume-generating promotions invariably bring in the marginal buyers,
those who only buy when a product or service is ‘on offer’. These buyers tend
to be regarded by many companies with the distaste felt for the morally
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promiscuous, but they do not form an exclusive group. The more people buy
of a particular product category, the more brands within it they tend to buy.
We are all promiscuous purchasers to some extent. A volume promotion can
bring in marginal buyers to an improved product or service who may well stay
with you thereafter.

Almost any promotion that provides an incentive to buy will help to increase
volume. Price promotions used to be the most effective in the short term, but
recent experience suggests this is no longer the case. They can be aimed at
trialists, regular users or new markets; they can put the emphasis on interme-
diaries or on the final customer; and they can use a very wide range of the
offers described in this book. What must be provided is a real and genuine
incentive: a low-budget self-liquidator may massage consciences, but it will do
nothing to shift volume. Two case studies in this book are examples of non-
price volume promotions: Maxwell House (Case study 10) and Faber & Faber
(Case study 58).

The variety of techniques available to increase volume carries its own weak-
ness. Itis better to be specific about where you expect to find the extra volume,
which means linking the increased volume objective with one of the other
objectives listed below.

2. Increasing ftrial

A major source of extra volume is those who have not used your product or
service before or have not used it for a long time. In the case of retailers, they
would be people who have not visited your premises before. Increased trial is
also a self-standing objective that is fundamental to the growth of any busi-
ness.

Potential trialists have, by definition, no personal experience of your
product or service. They may be using one of your competitor’s products or
services or none at all in your category. A number of offers are particularly
effective in gaining increased trial:

® providing a free sample or a trial coupon so that people can try out your
product or service;

® providing an additional benefit so that your product or service seems
superior to others on the market;

® providing short-term financial benefits, such as good credit rates, so that
it seems better value than others;

® doingsomething different and imaginative, such as an open day or special
event, that lifts it out of the general run.

Among the examples of trial promotions in this book are Bovril’s sampling
programme, ‘Bovril’s Bang!’, (Case study 11), and the ‘Tango Bash’ (Case
study 34). These both focused on giving reasons for people new to (or lapsed
from) the brand to try. Offers such as free extra product or those that require
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the purchase of large quantities of your product or service are unlikely to
attract potential trialists. They will not, after all, want to buy it in volume until
they know they like it.

3. Increasing repeat purchase

Repeat purchase promotions overlap considerably with volume promotions,
as existing customers are most likely to be prepared to bring forward their
regular purchases and buy in bulk. Repeat purchase promotions are also
effective in achieving other marketing objectives, such as spoiling the launch
of a competitive product and getting your customers into the habit of using
your product to the exclusion of others. This can be particularly important in
markets such as the pub trade and frequently purchased confectionery prod-
ucts where people habitually use a range of different brands, chopping and
changing between them from day to day (a pattern known as ‘repertoire
purchasing’).

Here are some of the offers that are particularly effective in increasing
repeat purchase:

® coupons on the product giving discounts off the next purchase;

® specific incentives for multiple purchases — for example, ‘buy three, get
one free’;

® collector promotions, such as collecting 10 tokens and sending for free
merchandise or a cash refund.

Maxwell House (Case study 10) and Gale’s honey (Case study 44) are both
imaginative examples of promotions that target the need to increase repeat
purchase. Promotions that are unlikely to be appropriate for increasing repeat
purchase include door-to-door coupon drops and straight pence-off flashes.
They simply give the regular purchaser a discount without requiring any
multiple purchases to take place. This is very nice for the purchasers, but of
no use to the promoter.

4. Increasing loyalty

Loyalty to a product or service is a much more subjective and personal
quality than repeat purchase. It is possible to buy something on a regular
basis because it is the cheapest and best, without feeling any loyalty towards
it. Loyalty keeps you buying when (perhaps temporarily) it ceases to be the
cheapest and the best.

An example of loyalty occurred in the early 1980s, when Ford replaced the
Cortina with the Sierra. The early Sierras suffered from a number of teething
troubles, and although Ford did lose market share to Vauxhall’s Cavalier, its
extent was limited by Ford’s high level of loyalty among motorists and fleet
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buyers. To paraphrase Winston Churchill: anyone can support you when you
are right; friends are there to support you when you are wrong.

Most supermarkets in the UK have adopted loyalty promotions. They are
designed to achieve a high level of personal identification and involvement
with a company’s product or service beyond the collection of points. They
tend to be long running and to become integral to the way purchasers think
about the product or service.

There are a number of types of promotion that work well in building loyalty.
Tesco now allow collecting ‘second one free’ on a future visit:

® Jong-term collector promotions — where a wide range of merchandise
branded with the product or service can be collected;

®  clubs that people can join that offer a range of special benefits — these are
particularly effective for children’s products;

® factory visits, roadshows and other direct-contact promotions, which bring
purchasers into personal contact with the people behind the product or
service.

A good example of a loyalty promotion is Shell’s Smart card (Case study 39)
and the two ‘Music for Schools’ promotions run by Jacob’s Club and the Co-op
(Case study 17) are also relevant. In their different ways, they link closely to
the interests of their consumers.

Immediate cash discounts to those who are not members of the scheme have
no place in loyalty promotions. Their objective is to supersede immediate cash
considerations by appealing to longer-term benefits. This is one of the major
ways in which value promotions can contribute to long-term brand value.

5. Widening usage

Very often a product or service will be widely used in only one of the many
possible ways it could be used. For example, most households buy honey, very
infrequently, to use as a spread. A minority of households use it in great quan-
tities as a cooking ingredient. Telling people how to use honey in cooking is
therefore an important objective for honey processors.

Sometimes a company will have to widen the usage of a product or service
because its original use is fast disappearing. The transatlantic shipping compa-
nies had to do this when people stopped seeing ships as a mode of travel, and
had to be persuaded to start perceiving them as a form of holiday.

Sales promotions can be very effective in widening the usage of a product
or service in a number of ways:

® by physically linking the product or service with something else already in
the new usage area, for example issuing trial samples with another
product;
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® by offering books or pamphlets that are of value in themselves and explain
new ways to use the product or service, for example a ‘cooking with honey’
cookbook;

® by creating a non-physical link with something else already in the new
usage area, via coupons or joint promotions with another company, for
example coupons from a travel agent for winter ski gear.

Widening usage will almost always be achieved by a combination of promo-
tional tools, including advertising and publicity. There is often huge consumer
resistance to overcome, for example to the idea that you should put Mars bars
in the fridge or drink sherry with a mixer. The Lee & Perrins promotion for
Worcestershire sauce (Case study 45) is a good example of extending usage of
a very distinctive product.

Pence-off or other cash-related promotions will not help at all in this. The
right kind of value promotion can encourage purchasers to make the leap
and try out the new usage of your product or service. Only when they’ve done
so will they be convinced that what you have said in your advertising is true.

6. Creating interest

This can seem a very woolly objective, and is often avoided in favour of some-
thing that seems more specific, such as ‘increasing volume’. Many consumer
markets are mature and offer limited scope for product differentiation.
Providing a reason to buy one product rather than another can be as simple
as creating interest and excitement.

Itis no accident that our ancestors punctuated the year with a series of festi-
vals, fairs and holy days. Life becomes very boring if it proceeds at a regular,
uninterrupted pace. Purchasing products and services is exactly the same.
Out of sheer boredom, purchasers can decide to buy something else or go
somewhere else. Creating interest in your product or service by means of sales
promotion is a way of keeping purchasers with you. It is a matter of ringing
the changes, having something fresh to offer, and keeping interest and enthu-
siasm on the boil.

The principle has long been understood by people who run successful busi-
nesses. One of Jesse Boot’s colleagues recalled the early days of what became
the Boots chemists chain in the 1880s: ‘Always, Mr Boot had something strik-
ing, something to make people talk about Boots.” Richard Branson of Virgin
has similarly had people talking about his companies as a result of a constant
stream of striking innovations, stunts, offers and promotions.

Value promotions that create interest are characterized above all by their
humour, inventiveness, topicality and style. Examples include:

® Dbeing the first to offer a new product or service as a promotional
premium;

® linking up with a celebrity or relevant charity;

® finding a totally new way to do something that people enjoy doing.
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British Airways’ offer of tickets on Concorde in spring 1997 achieved a massive
30 million responses. Older examples include the treasure hunt for a buried
hare featured in the book Masqueradeand later copied (with disastrous results)
by Cadbury’s Creme Eggs; the telephone Trivial Pursuit game run by Heineken
lager; and the enormously successful ‘Tiger in your tank’ campaign by Esso in
the 1960s, which had millions of cars driving around with a tiger tail hanging
from their petrol cap. Case studies in this book that share these qualities are
the promotions by solicitors Eversheds (Case study 23) and Smirnoff (Case
study 51).

7. Creating awareness

For new or relaunched products, creating awareness is a key objective. This is
a different challenge to that faced by mature brands, where the aim is to main-
tain interest. It is often assumed that creating awareness is a job for media
advertising. Sales promotion, it is said, should restrict itself to nuts-and-bolts
matters such as shifting volume and gaining trial. In fact, there are a number
of sales promotions that are very effective at making people aware of prod-
ucts:

® joint promotions with another product or service that is already well
known in a particular market;

® link-ups with charities or voluntary groups that have a relevant image;

® the production of books or educational materials for schools and the
general public.

Generating awareness is a wholly legitimate business objective, particularly in
industries where purchases are infrequent and for new brands. Major brands
— for example, the Body Shop, Haagen-Dazs and Swatch watches — were
launched and developed largely through promotional activity. In the case of
the Body Shop, it included the active engagement of customers in campaign-
ing against animal testing. Haagen-Dazs used placements in leading restau-
rants and selective arts sponsorship. Swatch hung giant watches from buildings
and early on built a customer club. The ‘“Tango Bash’ (Case study 34) is also
an example of this kind of promotion. The ill-fated ITV Digital offered a
monkey doll to those who subscribed — probably now a highly valued collec-
tors’ item — that increased awareness significantly.

Crucial to such ideas is the understanding that people are selective in the
attention they pay to advertising. There are more than 9,500 brands in the UK
that advertise enough for their advertising to be recorded by Media Expendi-
ture Analysis Ltd (MEAL). How many can you name? Most people run out of
names after a few hundred. Promotional activity can cut through this selective
attention.
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8. Deflecting attention from price

An obsession with price on the part of your customers is dangerous. It can
readily lead to price wars, which have a destructive effect on company profit-
ability. Price wars are a form of mutual masochism into which many industries
fall from time to time until, weary and impoverished, they find more sensible
ways to compete with each other.

The purpose of a great deal of advertising is to replace price considerations
with a focus on features such as quality, brand identity, performance and
loyalty. That way companies can both compete effectively and achieve attrac-
tive margins.

Both price and value promotions are part of the armoury companies have
at their disposal to do this. The key is to offer benefits that justify a higher
price and cost less than an equivalent price cut. If your product is priced at
10p more than your competitor’s and that differential cannot be justified on
intrinsic grounds, you can either discount by 10p to achieve price parity or
offer an extra benefit that costs you 9p or less and looks at least as attractive.

A very wide range of sales promotional offers can achieve this objective.
Among the main ones are:

® variations on price cuts, ranging from ‘pence off next purchase’ and ‘buy
three, get one free’ to cash-back or cash share-out offers that appear more
valuable than a straight price cut;

® making price comparisons less direct, by offering extrafill packs, short-
term multi-packs, joint packs, or part of the product or service free, for
example;

® Jong-term collector promotions, such as Shell’s Smart card promotion
(Case study 39) or Green Shield stamps (Case study 43), which can seem
more interesting than price cuts. Air Miles do the same.

SMP’s promotion for Gale’s honey (Case study 44) is a good example of
deflecting attention from the premium price of branded honey. In 2007 the
forecast shortage of honey seemed likely to push the price up further, and the
need for deflecting attention was likely to be greater. Itis a constant challenge
for manufacturers of brands in markets in which retailers’ own-label products
have taken a significant share. Part of the success of Kleenex Facial tissues in
the last 10 years has been the extent to which its active promotional campaigns
have limited the market share of cheaper own-label tissues (Case study 14).

9. Gaining intermediary support

Some products and services rely very heavily on the support of wholesalers,
distributors, agents, retailers and other intermediaries. Others, sold directly
to the end-user, rely less heavily on, but still benefit from, the support and
recommendation of other businesses. And every business benefits from word-
of-mouth recommendation from one satisfied customer to another.
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All these people can be regarded as intermediaries. Gaining their support
ranges from being absolutely critical to simply important, and there are a
number of sales promotion techniques that businesses can use to this end.
Among the key ones are:

® specific programmes directed at wholesalers, retailers, agents and distrib-
utors to gain distribution, display and cooperative advertising;

® ‘member get member’ schemes, which reward customers for introducing
new people to you: the Institute of Directors does this;

® promotional events aimed at the media and other decision-making influ-
encers.

Gaining display is a central objective for promotions run by manufacturers
that sell via retailers, wholesalers, distributors or other intermediaries. It is
often the display that results in extra sales, butitis the promotion that secured
the display in the first place.

Display can take many forms: extra shelf space, a gondola end (the end of
ashelving rack), a window bill, the display of door stickers, the use of point-of-
sale material, the presence of leaflets or the installation of a dump bin or
special display rack. Itis all about achieving extra prominence for your product
or service.

A number of promotional offers are effective in achieving display:

® incentives directed at store managers and sales assistants, or free offers
targeted at those who place the orders, as in the direct ordering of station-
ery items, where the person placing the order is effectively offered a
personal gift (Viking, for example);

® price offers that enhance the margin to the intermediary;

® the production of attractive, compelling offers of every kind that the inter-
mediary believes will provide it with an advantage — tailor-made promo-
tions, which run only in one store group, are particularly effective.

There is a close relationship between trade and consumer promotion in the
retail trade. If a promotion succeeds with the trade, butlacks a strong consumer
element, it may still succeed with the consumer — simply because of the display
and volume support of the retailer. However, the reverse is not true: a promo-
tion with a strong consumer element that does not appeal to the trade is
unlikely to succeed with either.

Examples of effective promotions to intermediaries include Zantac 75 (Case
study 15) and the Electrolux campaign for the X8 (Case study 50).

10. Discriminating among users

A large number of businesses, such as hotels, airlines, train companies and
leisure facilities, face three unavoidable market factors. They have a high
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percentage of fixed costs in providing the service that do not vary significantly
with the number of people using it. Usage varies considerably from time to
time. Also, different people are prepared to pay different amounts for the
service and accept different levels of restriction. This has been particularly
true of air travel.

This last factor enables businesses to manage fluctuations in demand. The
price paid for an airline ticket varies depending on the time and day of the
flight, the degree of flexibility allowed, how long in advance the ticket was
booked, the type of seat purchased, the purchaser’s participation in a loyalty
scheme and the outlet where it was booked. The objective that airlines and
similar businesses share is to maximize the revenue per seat — and that means
avoiding giving better terms to those who do not need them at the same time
as giving the optimum terms to those who do.

For these businesses, sales promotional thinking is at the heart of market-
ing strategy, and they use a number of mechanisms:

® Customers who are motivated by price are self-selected. They book early
or via particular outlets and so on, while those who are less motivated by
price do not bother with these aspects.

® The difference between business and leisure travel is marked by require-
ments to spend a Saturday night away to qualify for leisure pricing. Busi-
ness users are, in turn, given special discounts on leisure flights.

® Particular groups are given additional benefits not available to others. For
example, families and the retired can buy train tickets at a price not avail-
able to a group of adults travelling together.

Pursued to its logical conclusion, discriminating among users allows compa-
nies to develop particular packages of product, price, distribution and promo-
tion for different categories of user. The major challenge is to keep the
boundaries between them clear, so that those prepared to pay higher prices
do not take advantage of lower ones. This in turn means that offers are often
deliberately short-term, focusing the benefits on those most motivated to take
advantage of them.

11. Restoring brand perceptions and deflecting attention
from complaints after operational mishandling of customer
accounts

Some of the more astute financial services organizations, banks, utilities and
communications companies that typically charge customers automatically
and on a monthly basis are finding a new way to handle customers who
complain. They offer a sales promotion. The complaints are often justified,
particularly from a customer perspective. Automation of the operation is
usually the culprit. For example, bank (and bank credit card) customers have
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found that if they miss paying a few pence on a £100 charge they will still incur
the full late payment charge, because the response is automated. Where a
mobile telephone company offers three months’ free insurance cover on
purchase, automation automatically adds the insurance cost on to the invoice
for subsequent months and, as there is a one-month notice requirement for
termination, customers end up at minimum paying for two months’ unre-
quested cover. It is unclear that acceptance of the free coverage at the time of
purchase implies acceptance of the insurance terms. On takeover of a tele-
phone business, a telephone company adds in a handling charge for non-
direct debit customers or fails to provide a ‘payment by’ date so that late
payment charges are raised unwittingly through automation that the customer
is unaware of and for which the customer is the poorer. What some banks,
offering their credit cards to third parties, say a petrol retailer, have yet to
realize is that they can damage the third-party brand at the same time as
damaging their own.

When a customer complains, a way to mollify the customer (particularly to
avoid FSA or Ofcom involvement) is to provide a sales promotion such as
offering additional services but at a reduced overall cost (say one that is being
offered to new customers anyway). Or when an insurance product is acciden-
tally run on, despite customer cancellation, to keep the door open to a
customer returning in a future year a financial reward is offered to maintain
a favourable brand perception. The key is to balance the time and resource
following up complaints with a recognition that the offer of some form of
sales promotion deflects the person complaining. It also saves the often huge
investment in a brand, which may have taken years to grow, from a dissatisfied
customer’s potential future adverse perception of the brand, all arising as a
result of some fault on the supplier’s part and a failure to handle a
complaint.

12. Retaining brand perception on service failure

The borderline between what is a contracted service and what is implied or an
expected extra service is no longer straightforward. Passengers expect a
refund if a train is cancelled. Airlines offer free drink and food when there are
delays. To attract customers, garage servicing companies offer courtesy cars.
But what happens if there is a shortfall, in the case of the garage, of cars? The
customer can be distracted with the offer of an alternative to retain the good-
will, for example a voucher to allow free entry to an event or attraction. It is
simply offering a sales promotion at a different point in the cycle. The key is
contingency planning and then training of staff in what to do when a hold-up
or disaster strikes, with the sales promotion immediately on hand to restore
customer faith in the brand.
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Case studies

Six case studies illustrate the central points made in this chapter about rela-
tionships, behaviour and the capacity of sales promotion to change every
other part of the offer.

Case study 8 - Henkel off guard gigs

Right Guard, to take on the category leader following its acquisition by
Henkel, targeted a younger male audience to get them to reappraise the
product based around music, to give them the opportunity to experience
the brand and influence sales. Off guard gigs, with focused online content
and social networking, were created in collaboration with Yahoo music to
provide an exclusive brand experience, alongside a competition fo win a
seat in the campaign’s VW camper van at festivals. Winning a Gold at
the ISP 2009 awards, the judges praised the repositioning of the brand in
such a unique and creative way through taking ownership of music.

Case study 9 - MasterCard World Cup
on-trade activity

With the objective of increasing usage of its card in pubs (changing
behaviour), MasterCard (Arc Worldwide| capitalized on World Cup fever.
Despite having no esfablished relationship with the ontrade, it succeeded
in recruiting 903 bars. High-impact POS encouraged customers to pay
with MasterCard, entitling them fo an insfant win game card. One in five
cards rewarded the customer with a footballrelated prize (including foam
hands, face paints, Crap Teams books and World Cup DVDs). Win or
lose, they could then text their details to be included in a prize draw to win
fickets to football matches at five top European stadiums over a twoweek
holiday. Awareness was raised with TV screen and washroom media.

MasterCard's share of transactions increased by 39 per cent, and 42 per
cent of cusfomers said that they would be likely to use their card in this envi-
ronment in the future. Mystery shoppers reported that 58 per cent of outlets
visited were 100 per cent POS and TV screen compliant. MasterCard was
a Gold winner in the ISP 2007 awards.
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Case study 10 - Maxwell House

Maxwell House operates in the highly competitive instant coffee market,
dominated by Nestlé’s Nescafé. It was relaunched in 1992 with an
improved product formulation, a blue packaging theme, the proposition of
‘mountain-grown taste’ and TV advertising featuring the Maxwell House hot
air balloon. However, the company still faced the pressures that number
two brands experience generally. How was it fo persuade repertoire
purchasers (those who buy Nescafé and other brands from time to time| to
buy Maxwell House? And how was it to persuade existing users fo buy the
brand more often?

Agency Triangle Communications’ answer was a major promotional event
that took place onpack, on TV and in events round the country. lts title was
‘Out of the blue’. The basic mechanic was a free draw. Consumers were
invited to win £500,000 of cash prizes by entering via on-pack coupons or
‘olain paper’ (which means those who had not bought the product could
enter by writing in on a piece of paper]. Noel Edmonds phoned 100
winners ‘out of the blue’ from the Maxwell House hot air balloon. The phone
calls were featured on TV ads as a live diclogue, giving viewers the
responses of winners fo hearing they had won cash prizes of £2,000 to
£10,000. Meanwhile, the balloon made a series of visits to events around
the country, creating a direct link between brand, balloon and offer.

The novelty of the delivery of the free draw created extensive PR cover-
age: 500,000 entries were received, the brand achieved its highest market
share for six years, and in the promotional period its share was 50 per cent
more than it had been the previous month.

This was a free draw on a massive scale, but the mechanic was simplicity
itself. What characterized it was the involvement of Noel Edmonds, the
novelty of the means of contacting winners, the use of live dialogue on TV
and the close link with the brand's mainstream advertising. The promotion
won two ISP Gold Awards.

How did Maxwell House integrate the sales promotion info the rest of ifs
markefing sfrategy? What were the advantages/disadvantages of the
Maxwell House promotion compared to spending the same amount on
mainstream TV advertising?@

Case study 11 - Bovril

Everyone knows Bouvril. If's one of those brands you can’t remember not
knowing. It's not constantly in your mind, though, and people lose the habit
of drinking it. For some years, Bovril has had a strategy of reminding
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people that, when you are cold, wet or in flagging spirits, a drink of Bovril
cheers you up and susfains and nourishes you. It is one of those messages
that can be put across by advertising, but is very much more powerful
when it is experienced.

Agency Promotional Campaigns Group, acting for Bovril, arranged to
offer samples of Bovril at 467 bonfire night parties, which are cold, damp
and offen wet. Bovril linked with local radio stations and charities organiz-
ing firework displays. Kits of paste, cups and promotional material were
supplied free. Charities could raise funds by accepting donations for cups of
Bovril. local radio stations were offered the opportunity o provide road-
shows at the largest events and to frail the events with both DJ plugs and
paidfor advertising.

Two million people affended the sponsored bonfire nights, and over 5
million were reached by radio coverage. Thus, 520,000 people were
given samples of Bovril at a fraction of the cost of door-drop methods. Sales
rose by 4 per cent over the year.

Bovril did not have to create bonfire night — it was already there. The
ingenuity of the promotion was recognizing it as a perfect sampling occa-
sion at exactly the right time in the year to promote sales. The executional
skill was to provide charities and radio stations with a reason to be involved
in the delivery of the promotion. Extended over time, the promotion offered
Bovril a direct link with a popular annual tradition.

What behaviour was Bovril seeking to change, and how did the promo-
fion seek to change it? What benefits and disadvantages would media
advertising have had over the sampling programme Bovril adopted?

Case study 12 - Sainsbury’s

Sales promotion’s capacity to impact directly on consumer behaviour can
be used to good ends and bad. Sainsbury’s ‘Schoolbags’ promotion is an
example of a promotion that achieved business objectives along with
social and environmental ones.

Sainsbury’s faced two unrelated challenges: it needed fo increase ifs
appeal to families, which lagged behind that of competing supermarkets;
and it needed to tackle the financial and environmental cost of nearly 100
million carrier bags issued every year at a cost of £20 million. These chal-
lenges were brought together by the agency Promotional Campaigns Group
in a promotion that provided a reason for families with children both to shop
at Sainsbury’s and to reuse their carrier bags. The link was raising money to
buy equipment for schools.
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The mechanic was simple. Customers were offered a 'Schoolbags’
voucher at the checkout for every carrier bag they reused. These vouchers
could be used by schools to obtain equipment, sfarting with a pack of
crayons for 120 vouchers. Schools were recruited fo the scheme via direct
mail, and the promotion was advertised in sfore, on TV and in the press.

The promotion succeeded in all its dimensions. Over 10 per cent of Sains-
bury’s carrier bags were reused, saving 900,000 litres of il in their manu-
facture and £2 million in cost. A total of 12,000 schools (about half the total
in the country) and a million families participated. The nature of the mechanic
will have ensured a substantial incentive to making repeat visits to Sains-
bury’s. And the schools benefited too: they claimed about £4 million of
equipment.

This promotion is a good example of hitting more than one objective af
the same time, and doing so with a simple mechanic that is easy to commu-
nicate via a multiplicity of media.

How did Sainsbury's ‘Schoolbags’ promotion reflect on Sainsbury’s core
values? What considerations would be involved in making this promotion a
permanent feature of Sainsbury’s frading?

Case study 13 - Scrumpy Jack Rural Retreats

Erosion of market share as a result of rival new products entering the
category gave rise to this campaign, described as the quintessential
on-pack promotion that affirmed Scrumpy Jack's premium credentials and
winning the ISP's 2009 Gold Award for Small Budget Campaigns.
Scrumpy Jack's on-pack promotion offered prizes of weekend retreats with
an SMS and online entry mechanic. An existing ontrade creative was
used fo keep costs down, while each retreat supplied visuals free. The
campaign achieved a 37.1 per cent return on return on investment (ROI)
with a 26.3 per cent increase in offHrade sales.
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Summary

Promotions are primarily tactical in nature, but can be part of a longterm
strategy. They must be understood in the context of the functional,
economic and psychological benefits with which firms seek to meet
customer needs. Promotions are a means of influencing behaviour, and
alter every part of the marketing mix to do so.

This chapter has set out how sales promotion fits into the central business
challenge of building relationships that confer differential advantage. It
does so as a process that focuses on behaviour, and in two different ways:
price promotions and value promotions.

There are reasonable criticisms of certain types of promotion that
undermine rather than enhance brand value. Tacky and dishonest
promotions have no place in long-term relationships. The manager who
understands the place of sales promotion in the firm’s strategy will be best
placed to manage the risk of using the many techniques available.

Self-study questions

2.1. What are the 12 promotional objectives that sales promotion tackles?
How many does and should your organization use?

2.2. You are a newspaper refailer selling at stands outside the Chelsea
Flower Show in May, when the weather is likely to be hot and dry, or
cold and wet. What sales promotions as a contingency would you
consider offering alongside the newspaper? (This is for reall)

2.3. What complaints do customers make most often in your
organization? What sales promotion might you offer to restore your
brand’s values?
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How to use
promotions

From promotional objective to promotional brief

Nobody in business likes giving away something for nothing. So how do you
decide on the objectives for a promotion? How do you work out what it can
and cannot achieve? And how do you choose between the many techniques
available?

The promotional planning cycle looks like that shown in Figure 4.1, and
the stages are dealt with in turn in this and the next five chapters. As you go
round the cycle in your promotional career, you’ll find that you get better at
each of the six elements.

Once you have the business and marketing objectives established and know
what sales promotions you are going to do as marketing activities within a
campaign, you need to write a short brief. Whether you intend to devise a
sales promotional offer yourself or to brief someone else, the first stage is the
same. It involves setting down the answers to the six questions below, prefer-
ably on paper. It is just as valuable to draw up a brief to yourself as it is a brief
to someone else. And it should be short — any more than two sides of A4 is
long-winded:

1. Whatis the strategic nature of the brand — its positioning and differential
advantage? This will have come from the offer.

2. What is the promotional objective? Pick only one — see Chapter 3.

3. Define how you will know it has been a success. Find the particular key
performance indicator (KPI) that you need to measure whether you have
achieved success. Remember to allocate resource to measure the KPI.

4. Who are the people whose behaviour you want to influence? What are
they like and what interests them? What is their preferred ‘communica-
tion canvas’? Revisit Chapter 1 if necessary.

5. What behaviour do you want them to reinforce or change? In other words,
what exactly do you want them to do?

6. What are the operational constraints of the promotion — budget, timing,
location, product coverage and logistics?
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Business objectives (Chapter 2)—Jp Other business activities
b Define the offer — the marketing mix (Chapter 1) — the six Cs
Marketing objectives (Chapter 2)
Consider the promotional mix (Chapter 2)
Marketing plan (Chapter 2)

Campaign—Other marketing activities

Promotional objective (Chapter 3)
Define success — set KPI (Chapter 9)

write the promotional

brief —

How to use promotions How to be creative

(Chapter 4) (Chapter 5)
P
How to use suppliers
feedback (Chapter 6)

to next year

How to implement a promotion

Marketing accountability — to (Chapter 7)

measure, evaluate, research

(Chapter 9) W~ ~hack the legal position
(Chapter 8)

Figure 4.1 The promotional planning cycle

At any given time, it will be possible to specify which of the 12 objectives in
Chapter 3 most coincides with both your overall marketing objectives and the
campaign of which the sales promotion forms part. It is vital to get this right.
Sales promotion agencies are sadly familiar with briefs that specify the objec-
tives (often for a small-budget promotion) as ‘to increase trial and repeat
purchase, increase loyalty and increase trade distribution’. Desirable as it may
be to do all these things, it is difficult to shoot at four goals at once.

If your promotional objective does not overlap with any of the 12 in Chapter
3, it may be that you do not have a promotional brief, but a brief for some
other kind of marketing activity — or, indeed, for a rethink of your business as
a whole.

Taking the promotional objectives seriously (remember, just like business
and marketing objectives, they should be SMART) means quantifying what
the promotion is expected to achieve. For example, if the objective is increas-
ing trial, it is important to specify how many trialists are sought, where they
are to be found and the quantity of products or services they are expected to
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consume. Quantifying the objectives at the beginning enables you to measure
and monitor the success of the promotion (a subject explored in Chapter 9).

It is now possible to ask the central promotional question: ‘Who do I want
to do what?’ This is when you move from the marketing objective to the
promotional objective. The transition comes when you start thinking about
the people who will help you achieve your marketing objective and the things
you want them to do so that you can achieve it.

Figure 4.2 shows the movement of a confectionery item from factory to end-
user. Similar flow charts could be drawn up for the movement of any other
product or service; some would be simpler, some more complicated. At each
point on the flow chart, there are a number of people. These form the target
for promotional activity.

In using the flow chart, it is important to ask yourself four questions:

1. Who holds the key to the business problem? Is it the end-user or the
retailer? The buyer or the depot? Is it the customer?

2. What are these customers like? What other things do they do with their
time? What are their motivations, interests and desires? What is holding
them back from behaving as I would like them to behave?

3. What exactly do I want them to do? Buy one product or more? Use it
more frequently or for the first time? Put it on display or tell their friends
about it?

4. Who else on the chain has leverage? Some intermediary? Is it a boss or
other staff member? Is it children or friends? Who are they with when
they are making the decision that I am interested in?

Achieving behavioural change requires a high level of focus on these ques-
tions. It is the point at which marketing thinking moves from the general to

Wholesaler | Retail showroom
Factory — — Depot |
Retail showroom— Shop counter
Buyer
End-users

Figure 4.2 Flow chart of the journey of a confectionery item from factory to
end-user
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the particular. It is no longer a matter of market share, penetration, segmenta-
tion and the other abstract categories. It is now about Julie Smith and her son
Wayne trying to get the shopping done on a busy Thursday afternoon in Tesco
in Birmingham, and spending less than a minute passing the gondola on
which your product is located. What will make her choose one brand of
vinegar rather than another? Will it be a coupon sent door-to-door, a Tesco
multi-buy or an on-pack offer (if you can persuade Tesco to take it)? Sarson’s
vinegar found a particular solution to these questions with its ‘Shake on the
Sarson’s’ promotion (Case study 52).

In the office stationery market, it is about the same Julie putting in an
order for that week’s needs for the small computer consultancy where she
works part time. Julie is now a different kind of customer, taking on the role
of a business buyer not a consumer. What will make her choose one brand
of sticky tape over another? Will it be an ‘extra free’ offer, a handy container,
a straight discount or a personal benefit for her (if her employers will allow
it)? Sellotape’s 10,000 Lottery chances (Case study 40) provides one promo-
tional solution.

In the pub market, it is about the same Julie and her friends having a night
outin a large, modern, suburban theme pub. What will encourage her to try
out one brand of drink in preference to another? What will encourage her to
try another within the limits of safe drinking? Colour by Smirnoff (Case study
51) is an example of focusing on the particular characteristics of groups of
young people in pubs.

In none of these cases is Julie alone. In the supermarket she is accompanied
by Wayne. At work she is answerable to her boss. In the pub she is part of a
group of friends. The social relationships of mother, employee and friend are
very different and have different impacts on the way Julie will make her deci-
sion to choose one brand over another. Understanding the relationships and
the contexts is crucial to finding the right means of encouraging Julie to do
the thing you want her to do. Thinking through Julie’s needs and interests in
relation to your business objectives is the key to promotional creativity, and is
the subject of Chapter 5.

How will you evaluate the promotion and know whether or not it has
achieved the task you set for it? Chapter 9 gives you the answer. If you have
defined success, set the KPI and measured it, it’s easy.

Promotional mechanics

Thinking about the variety of intermediaries and consumers you may want to
influence, and their relationships and lifestyles, creates a bewildering number
of options. After all, people are varied. The other side of the coin is the
distinctly limited number of mechanics that are available in sales promotion.

A ‘mechanic’ in sales promotion refers to the particular things that consum-
ers have got to do — in other words, a competition is a mechanic and so is a
free mail-in. There are surprisingly few mechanics available, and all promo-
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tions use one or more of them. In many parts of the EU, law further limits the
number of mechanics available to you. Objecting to one of them on the
grounds that it has been used before is like objecting to a newspaper ad
because newspaper ads have been used before.

The creativity and interest of a promotion do not lie in the mechanic itself,
but in its relevance to your promotional objectives and to your target market,
in the way you tweak it and vary it, in the content of an offer and in the way
you put it across. For that reason, mechanics are discussed throughout the
rest of the book in the context of actual offers.

Sales promotion has already been divided into price and value promotions.
Mechanics can also be divided into those that impact immediately at the point
of purchase and those that give a delayed benefit. Mechanics can then be clas-
sified as shown in Table 4.1.

Table 4.2 matches nine key mechanics to the 12 objectives described in
Chapter 3. The matching ranges from 0 (not well matched) to 10 (very well
matched). The ratings can be used as a rough guide to suitability. Very often
itis the creative execution of a mechanic rather than the mechanic itself that
is most effective at creating interest. Clearly, high-cost promotions like imme-
diate free offers are more effective on almost every criterion than low-cost
promotions such as self-liquidators.

If you have followed this process you will have a clear promotional objective
in mind and you will have had an initial look at the mechanics that could meet
it. (If you register on the ISP website, checklists are available to you relating to
specific promotional mechanics; see the Further Information section at the
back of this book.) Now it is time to look at matching the two together in an
imaginative and effective way: it is time to see how to be creative.

Table 4.1 Classification of promotion mechanics

Promotional type = Immediate Delayed
Value Free in-pack Free mail-in
Reusable container Competition
Instant win Free draw
Home sampling Self-liquidator
Free on-pack Charity promotion
Price Pence-off flash Next purchase coupon
Buy one, get one free  Cash refund
Extra-fill packs Cash share-out
In-store coupon Buy-back offer

Finance offer
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Case studies

The four case studies in this chapter have been chosen because they illustrate
the selection of promotional objectives and because of the way they make the
link between business objectives and promotional mechanics.

Every promotion in this book has something to say about the link between
marketing objectives, promotional objectives and mechanics. Use the follow-
ing questions to identify what it is in particular that these four case studies
illuminate. From the evidence presented, how successful were the four promo-
tions in achieving their objectives? What other mechanics could the agencies
have considered to achieve those objectives?

Case study 14 - Kleenex Facial tissues

This case study covers seven years of the ‘Hay Fever Survival’ promotion,
run from 1991 by Kimberly-Clark, manufacturers of the leading brand of
fissues, Kleenex Facial fissues. Created by the Blue-Chip Marketing
Consultancy, it is a rare story of consistent promotional development.

The original brief was simple and focused: to build a strategic platform to
sell Kleenex tissues in the summer. Why hay feverg About 10 per cent of the
population suffer from it, concentrated in particular geographical areas and
on particular days when the pollen count is high. They are heavy users of
fissues, but responsible for a small percentage of volume. Focusing on hay
fever gave Kleenex tfissues a promotional theme in the summer that used the
demands of extreme product usage as a metaphor for best quality, softness
and strength. While focusing on the hay fever sufferer, the offer had to
appeal to all buyers of tissues.

The original promotional offer was for a free hay fever ‘survival kit" in
refurn for three proofs of purchase. It consisted of a toilefries bag containing
an Opirex eye-mask, Merethol Lozenge pack, travel pack of Kleenex tissues,
money-off coupons for sunglasses and a room ionizer, and a 20-page hay
fever guide from the National Pollen and Hay Fever Bureau. It was a part-
nership promotion, in which Optrex and Merethol provided their samples
free. Why should they do so2 Because Kleenex tissues could sample the hay
fever sufferer in a way that no other brand could. Run on 900,000 packs,
the promotion produced a 7.7 per cent response.

The next promotion bore a strong similarity to the original promotion,
though now running on nearly 5 million packs and developed to include
‘natural remedies’. In return for five proofs of purchase and 50p towards
postage, the consumer received a foiletries bag confaining an Opirex eye-
mask, tube of Halls Mentho-lyptus, travel pack of Kleenex tissues and a hay
fever guide from the renamed National Pollen Centre.
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What happened in the next five yearse It's a fascinating story of how
promotions adapt fo new needs and new opportunities — and how they can
also lose their way.

In the first year, the recession forced a drop in the promotional budget.
The foilefries bag was now unaffordable, and consumers were asked for
40p as a confribution fowards postage. The confents remained the same
but, to pick up on interest in that year in Europe, the guide became a Euro-
pean hay fever guide, with handy tips for travellers. There was also a new
opportunity. Vauxhall had just launched the first family-priced car with a
pollen filter, the Corsa. One was made available as the prize in a free draw.
Despite this addition, the offer was objectively less valuable to the consumer
than in the original promotion, and redemptions dropped to 3.9 per cent.

Kleenex tissues then fried a new tack — a tworlevel offer. A new hay fever
guide was available for one proof of purchase, and a set of samples for
three proofs of purchase and 40p. A strong profile was given to an 0891
(premium rafe) ‘pollen line’. The creative treatment also changed. From
focusing on ‘hay fever survival’, it now focused on ‘those critical days’ when
the pollen count is at its highest. Extended to 4 million packs, the two-level
offer was not a success. Redemption dropped fo 0.3 per cent for the guide
only, and 1.3 per cent for the sample kit.

This caused a rethink for the next year's promotion. Providing a clear and
uncomplicated incentive fo frial and repeat purchase became the priority.
The 0891 number was dropped in favour of a link with the Daily Mail and
Classic FM. The sample pack was slimmed to a new hay fever guide and
three samples — Kleenex tissues, Optrex and Strepsils. The central offer was
a high-quality AM/FM radio consumers could use to find out the pollen
count. It could all be obtained for £3.50 plus five proofs of purchase. The
'hay fever survival’ theme was prominently back. Response increased to 1.7
per cent, despite the higher requirement made on the consumer for both
proofs of purchase and cash contribution.

This was not to last. The focus of the offer changed significantly. The
central offer was a “pollenilter” Vauxhall Corsa to be won in a free draw
each week for the 10 weeks of the ‘pollen season’. The runners-up — 10,000
of them — received hay fever survival kits that included a new hay fever
guide. The pollen count information was still there, but reduced in profile. In
1996, the free draw mechanic stayed the same, but 10 ‘hay feverfree’
family holidays replaced the Vauxhalls as the prizes in the free draw.
Redemptions were 9.5 per centin 1995 and 6.4 per centin 1996. Unlike
previous years, they included the option of ‘plain paper’ entries and did not
require even one proof of purchase.

Then, in 1997, the wheel turned full circle. The promotion was a virtual
remake of 1991, heavily focused on hay fever survival, offering high-quality
samples in a high-quality bag in return for a significant number of proofs of
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purchase. The major addition was strongly featured pollen count information
in partnership with the Daily Express and Talk Radio.

What has happened to the brand in this seven-year period? Its share of
the branded tissue sector has increased from 50 per cent in 1990 fo over
70 per cent in 1996, recording increases every year. lis share of the fofal
market increased to over 40 per cent. Critical to this has been the brand's
success in affracting extra volume from the 50 per cent of consumers who
buy both Kleenex tissues and own-label tissues. Other factors are undoubt
edly present, including product quality and product innovation — notably the
launch of Kleenex Ultra tissues in 1995. However, sales promotion has been
one of the key marketing weapons throughout this period and must take a
maijor share of the credit.

Did the promotions lose their way in 1995 and 1996, when the mail-in
was replaced by a free draw? On the surface, it looks like it, but it is hard
fo see that a single mechanic could have been maintained without declining
refurns. A single mechanic would also have been unlikely to have achieved
the scale of media coverage the campaign has enjoyed, extending fo over
100 publications a year. Operating on-pack, at point of sale, in the media
and with third-party endorsers, it has been a thoroughly infegrated promo-
tion. The challenge for the future will be to keep the hay fever theme consist-
ently fresh and relevant to both the brand and its consumers.

Three factors that stand out in this case study will undoubtedly help: the
ability to seize new opportunities, such as the launch of the Corsa; the
proactive relationship with third parties, including pharmaceutical and media
pariners; and the close partnership that Kimberly-Clark has formed with the
Blue-Chip Marketing Consultancy.  Unsurprisingly, it is the UK's most
acclaimed promotion, winning 11 awards including an ISP Grand Prix and
two on a European level. It is a fine example of sales promotion in action.

What changed and what remained consfant in the business obijectives
behind the ‘Hay Fever Survival’ promotions2 How many mechanics did
Kimberly-Clark use over the seven years, and why were they used?

Case study 15 - Zantac 75

Zantac 75 is a remedy for indigestion and heartburn that was launched in
1994 as an overthe-counter (OTC) version of Zantac, the leading
prescription medicine. OTC products are medicines that the consumer buys
without a prescription, but not on open shelves. The consumer must ask the
pharmacist or pharmacy assistant for them, and will often seek his or her
advice. Think about the people involved, following the Figure 4.2
example.
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The difficulty Zantac 75 faced was that the product story was complicated.
There were seven fraining manuals for sales reps fo read. Unless reps could
talk knowledgeably about the product to pharmacists, there was litlle chance
that they would stock or display it, let alone recommend it to consumers. The
promotional objecfive was simple: to ensure that reps were fully educated
about Zantac 75 and able to present it effectively to pharmacists.

The Promotional Campaigns Group's solution was an e-mail game that
took the theme of Zantac 75's world leadership in the prescription market.
Each rep chose a world leader from a list that included Margaret Thatcher,
Boris Yeltsin and Nelson Mandela. This identity was flashed on the rep's
laptop computer every day. Every three days, a new episode of an amusing
story about world leaders was sent by email. The script was tailored to each
rep’s personality fo increase involvement. Product leamning was reinforced by
questions from an imaginary Home Office, Treasury and Foreign Office. Al
the reps parficipated, scoring an average of 90 per cent correct answers.
Within four months, Zantac 75 had achieved 100 per cent distribution in
independent pharmacists, and within six months it was the second most
recommended brand of indigestion remedy in the UK.

Driving people into learning is hard work for learner and teacher alike.
This promotion used a novel technique to make learning fun. It focused on
product knowledge as the critical issue for the brand at that point in its life,
and delivered the goods. Companies that are counting the cost of poorly
trained reps could well learn from this case.

How had the manufacturers of Zantac 75 answered the "Who do | want
fo do whate” question, and with what result? How many categories of inter-
mediary were involved in selling Zantac 75 to the consumer, and how did
the promotion relate to their different needs?

Case study 16 - Diabetes UK: ‘Measure Up’ message

Most of us equate waist measurement with the size of clothes we buy.
Diabetes UK highlighted it as one of the risk factors associated with
diabetes, together with the warning that one in 10 of us will be diabetic
by 2010. A highly visible bright pink roadshow vehicle visited eight UK
city centres. Visitors could drop in for information from medical experts and
nutritionists as well as undergoing a blood-glucoselevel test. The exterior of
the vehicle carried heavy ‘Measure Up' branding and hard-hitting
messages. Each visitor received a ‘goodie-bag’ with Diabetes UK literature
and a sample pack of Shredded Wheat from the roadshow sponsor. The
campaign was supported with mailings to healthcare professionals, posters
and national press ads.
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Awareness of diabetes and Diabefes UK was raised by 50 per cent
amongst the target market during the campaign. After the campaign,
150,000 adults visited their GP for a diabetes test, and the combination of
media and facetoface activity achieved a reach of 33 million. This was a

causerelated ISP 2007 Gold Award winner.

Case study 17 - Music for Schools

In 1996,/97, schools were offered two entirely unconnected opportunities
to build their collection of musical instruments. Both picked up on research
evidence that schools were short of musical instruments and valued them
highly. The promotions from Jacob’s Club and the Coop offer a contrast in
objectives and execution round an identical theme.

Jacob's Club is the third biggest chocolate biscuit brand, with a & per cent
market share. It is constantly faced with the challenge of larger brands and
new entrants info a highly competitive market. Half its volume is purchased
for use in lunch boxes. lts promotional objectives included achieving a sales
uplift of 25 per cent, increasing consumption in lunchboxes, and reinforcing
its family and caring image. The promotion, devised by Clarke Hooper and
prinfed on 150 million packs, invited consumers to take the wrappers to
school. The school could in turn redeem them for musical instruments. Direct
mail to 25,500 schools resulied in 30 per cent of them registering. Tele-
phone follow-up increased that to 90 per cent.

The promotion ran from August 1996 to May 1997. Nearly 14,000
schools claimed a total of 36,000 instruments worth over £800,000 at
refail price. The entry point was low — a descant recorder worth £6.99
could be obtained for 295 wrappers, a spend of £29. Brand volume rose
by 52 per cent during the promotional period, and household penetration
rose by tworthirds.

The Co-operative Retail Trading Group (CRTG), which provides buying
and promotional support for leading Co-ops, faces a squeeze from more
powerful multiple retailers. It has the particular problems that its coverage is
not universal (not all Coops belong to CRTG) and that its sales immediately
before Christmas decline as shoppers go to larger superstores. Its objectives
were to retain family shoppers and fo reinforce ifs historically close links with
the community.

The Continuity Company’s promotion for CRTG was fargeted at 16,000
schools near to the 1,300 participating Co-op stores. Recruitment was by
direct mail, followed up by postal reminders. A total of 2,000 schools regis-
tered. The mailout fo schools included posters, wall charts and A5 leaflets
to send home with each child. Coop shoppers obtained one voucher with
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every £10 spent, which schools could redeem for instruments. There was a
low starting point — just 35 vouchers entifled a school to a £5.99 descant
recorder, representing an expenditure of £350. The Co-op promotion stabi-
lized sales in the period up to Christmas. It also resulted in 190,000 instru-
ments being claimed by schools.

Schools welcomed both promotions — @1 per cent told Jacob's that they
would participate again, and 98 per cent said the same to the Co-op. Both
have a number of factors in common: not being market leaders; appealing
to families; having a broadly sharing, community image; and facing infense
market competition. It is not surprising that their promotional analysis led
them to very similar promotions. Both succeeded against their objectives,
and both attracted considerable PR coverage. There are a number of details
that are different, however:

® Jacob's backed the promotion with TV, the Co-op with press.

® Jacob's used telephone follow-up, which the Co-op did not.

® Jacob’s enlisted the support of the Music Industries Association, while
the Co-op used the endorsement of celebrities like Richard Baker and
Phil Collins.

e Basically similar descant recorders required £29 to be spent on

Jacob's Club or £350 in Coop stores.

Does it matter that these very similar promotions ran at the same time? It
would have done if Kitat and Club or the Co-op and Asda had run them,
but Club and the Coop are in different sectors. Analysis of similar
promotional objectives can lead to similar solutions. The executional
differences give a good example of how the way in which a promotion is
carried out gives the promoter a range of options once the main approach
has been decided.

To what extent were the objectives and business context of Jacob's Bakery
and CRTG different in the ‘Music for Schools’ promotionse How did the
'Music for Schools’ promotions address the needs of different influencers on
the purchase decision®
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Summary

Setting out the brief clearly and concisely is an essential first stage in
devising a promotion. If the brief is not clear, your promotion will be built
on sand. It is easy to miss out this stage if you are devising a promotion
yourself, but it is a mistake. A good brief saves time, and well-defined
objectives make the selection of mechanics straightforward.

The objectives and mechanics identified in this chapter do not constitute
a rigid grid, but they provide a good checklist for you to develop and
apply. The rest of the brief will help you to organize the promotion in
detail. To think through the next chapters, set out a sample brief for a
product you know and use it as a yardstick to judge the promotions
discussed in them.

Self-study questions

4.1 How can sales promotion be planned strategically?

4.2 What are the main points fo include in a promotional brief2

4.3 What sorts of promotion are best for encouraging trial2

4.4 What sorts of promotion are best for encouraging repeat purchase?
4.5 What are the pros and cons of delayed and immediate promotions?2
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How to be
creative

What makes an ordinary promotion outstanding? How do you go about the
process of translating promotional objectives into an idea that will achieve
behavioural change? This is the art of creativity, the subject of this chapter.

Types of creativity

‘Creativity’ is a much misunderstood word. For some people, it is the opposite
of order and structure. It is thought of as the free expression of feeling, of
your deepest self. Some talk about creativity as if it is only found in the visual
or dramatic arts, such as painting or dance. They have difficulty thinking of
the creativity of the engineer or physicist, let alone of the businessperson. In
business, ‘creativity’ can be understood to mean bending the rules; for
example, the ‘creative accountant’ is a dodgy accountant, not an imaginative
and effective one.

Advertising people have added to this confusion. ‘Creatives’ in many agen-
cies are distinguished from the businesspeople, the ‘suits’. The background of
creatives is normally in visual design, and their hearts may still be there.
Awards for creativity given by the Design and Art Direction Association often
put a premium on the clever, off-the-wall and fashionable. The Institute of
Practitioners in Advertising (IPA) runs advertising effectiveness awards that
reward campaigns that achieve the greatest results for sales and profits. Some
— but far from all — also win ‘creative’ awards.

In sales promotion, creativity does not mean free expression, exciting
pictures, clever copy or off-the-wall concepts. It certainly does not mean dodgy
practices. It means generating the most effective concept possible. In this, it
goes back to the original meaning of creation or creativity. Chaucer writes, in
The Canterbury Tales, of ‘All things as God created, all things in right order’.
Bringing into being the wonders of the world out of nothing was what Chaucer
had in mind. On a smaller scale, generating something new where nothing
was before is at the heart of creativity. It applies as much to the engineer as to
the musician. Order, structure and fitness for purpose are not enemies of
creativity, but part of it.



74 Sales promotion

Sales promotion, and indeed advertising and PR, communicate with one
person at a time, usually the reader of a leaflet, poster, mailshot or press or TV
advertisement. But they are not atomized individuals: they are people who
build their understanding by means of their interactions with friends,
colleagues, families and communities. The more specifically you can define
your target audience in both individual and group terms, the more precise
will be your creative approach and the more effective your promotion.

If you are going to be responsible for creating a truly effective promotion,
you must be really clear about what it is you need to achieve and be capable of
imaginative, lateral thinking. If others are to create the promotion for you,
then this chapter will help you provide them with the best brief possible.

Itis a sad fact of life that, as people grow older, fewer and fewer show signs
of creative ability. Research has shown that 95 per cent of children show strong
creative tendencies, while only 5 per cent of adults show the same traits. We
simply become less good at inventing and developing new and original ideas.
This is partly because creativity is the one life skill that has seldom been taught
at school or university and partly because our elders and peers stamp it out of
us. Remember when you were caught jumping on the settee and told off for
doing so? Your mother just saw her child damaging the furniture. You were
riding a horse, escaping from the enemy — exercising your creativity.

To create promotions, you do not need to jump up and down on your office
chair, however much you might feel like doing so sometimes. You do need to
suspend belief, and really and truly imagine. Experience shows that the latent
creative ability can be liberated in most people. There are many exercises and
procedures that can help you become more creative, and later in this chapter
we will look at some techniques that can be helpful in a business context.
They will help you structure your creative planning to enable you to create a
truly great promotion rather than an imitation of someone else’s idea.

Creative promotions case studies

Case study 18 - Osram

Truly great ideas sfand the test of time. Osram had produced a new light
bulb that lasted four times as long as a normal one but cost only twice as
much. It was ideal for use in industry where bulbs are offen changed all at
once, fowards the end of their life. Not only would the bulbs be cheaper
over a period of fime, but there would also be considerable savings in
labour costs. However, industry was not buying them. Research indicated
that this was because the maintenance department purchased bulbs and
were usually instructed by finance departments as to the maximum amount
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they could pay. Maintenance staff were not allowed to suddenly spend
twice as much as normal.

The "Who do | want to do what?’ question led to the answer. Mainte-
nance and financial staff could only agree to buy Osram if they did so
together. The solution was to send the chief accountant a cash box and
explain that there was information inside the box on how to save more
than 50 per cent on bulb replacement. The key to the box was sent fo the
head of maintenance, and the financial officer was told this had been
done.

To read the information inside the box, both the financial and mainte-
nance representative had to meet, and they were then in a position to have
a short discussion. Was it successfule Of course it was. A neat, elegant solu-
tion far more likely to succeed than a simple brochure mailing or trade press
campaign. This promotion deservedly won an ISP Grand Prix award — albeit
over 35 years ago.

Case study 19 - Sheraton Securities

Another elegant solution involved, of all unlikely things, a wellington boot.
Sheraton Securities wanted to affract commercial property agents to visit its
greenfield development site. These agents are inundated with similar
requests and are regularly sent brochures and inducements. Sheraton
chose to deliver personally one left wellington boot to 50 selected agents.
It then advertised in the frade press: "VWhat possible use is one wellie?”,
stating that the other boot was fo be found on its development site. This
humorous and off-beat approach succeeded in bringing the agents along.

Case study 20 - Ramada

Ramada opened a new hotel in Manchester in the mid-1980s, shortly after
the opening of a major competitor. There are many established hotels in
Manchester, and the Ramada was just not reaching its targets.

There are innumerable ways of promoting hotels, but one of the best is to
encourage posifive recommendations from existing guests. How, though,
can you do that® The bizarre solution was to put a plastic duck in each
bathroom and tell the guests, by means of a tent card, that they could keep
the duck. Alternatively, if they wished, they could have it sent anywhere in
the world in its own special crate for only £2.50 plus postage.
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This promotion not only succeeded, but it made a profit. The cost of the
duck and crate was far less than £2.50, and hundreds were sold to infrigued
guests. This promotion won a European sales promotion Gold Award.

Case study 21 - Cherry Blossom

How would you go about sampling thousands of consumers with a new
shoe-cleaning pad? Cherry Blossom must have considered doorto-door
sample drops, banded offers and all the other techniques. The one they
used, however, was fo link with the Boy Scouts, who at that time cleaned
people’s shoes outside supermarkets during Bob-ajob week. Simple,
cheap and a winner of several awards.

Case study 22 - Shell’s ‘Make Money’

Many people still remember Shell's ‘Make Money’ promotion in the 1960s
in which cusfomers collected halves of banknotes. They could redeem them
for their face value if they collected both matching halves. Obtaining that
elusive matching £10,000 banknote half became compulsive, driving out
any thought of visiting a competing petrol station. This promotion has been
run several times in the UK and throughout the world. It works — it works
again and again, and it has been copied over and over. It must be a
great promotion.

All these promotions have a number of things in common. They are engag-
ing. It is not immediately obvious what they are trying to achieve (the objec-
tives are not showing). They were original when they were first implemented.
They are very carefully targeted. The promotions’ creators all clearly identi-
fied ‘who it was that they wanted to do what’.

The Osram promotion clearly identified that the company wanted the
accountants and the maintenance people to meet and discuss the benefits of
the new bulb. The developer wanted agents to come to its site. Ramada wanted
people to tell their friends and business acquaintances about the new hotel.
Cherry Blossom wanted people to try the new product and feel warmly about
the company. Shell wanted people to come back to its petrol stations rather
than visit those of its competitors.

It is this clarity of thought and of definition of the target audience or, to put
it another way, clarity of the promotional objective that they all have in
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common. Once that is in place, humour, excitement, style, graphics and copy
can be introduced in an appropriate way to enhance the overall offering to
the customer. Indeed, it will be easier.

What has clarity of promotional objectives got to do with creativity? Essen-
tially, it is the key to success! Briefs often state that the objective is to increase
sales by X or to increase distribution by Y. As discussed in Chapters 1 and 2,
these are marketing objectives, not promotional objectives (see Chapter 3). A
promotional objective is the answer to ‘Who do I want to do what?” Remem-
ber that promotions are about changing behaviour. Setting the right objec-
tives is often truly creative.

Thinking creatively

Very often, a marketing objective will turn into a number of different promo-
tional objectives as you ask the question, ‘Who do I want to do what?’ This is
not a problem unless you try to achieve them all by the same promotion. Note
that we are talking here about a promotion and not a promotional theme. You
may decide on a theme that has several different promotions targeted at
different audiences. Different people in the distribution chain will be moti-
vated in different ways. The wholesaler, the retailer and the consumer all need
to be attended to. Also, the same theme can be worked through different
promotions over a period of time.

Let’s take a typical brief, one that is often proposed by brand managers of
lager beer. ‘We want to generate sales of X cans during Y period. Our target
market is C1/C2 men and women between the ages of 18 and 25.’

Have you ever met a C1/C2, or indeed anyone aged 18 to 25? The group
contains postgraduate students, marketing managers, soldiers, lathe operators,
nurses, car mechanics, musicians performing classical and heavy metal music,
teachers, truck drivers, jockeys, farm workers, photographic models and so on.
How can you possibly attract all members of such a diverse group? The only
thing they have in common is that they might visit pubs and off-licences and like
to drink lager. Think of them as a sociological category and you will end up with
a bland promotion. Alternatively, although not a bad promotion by any means,
you will focus on the single thing they have in common, giving away lager as an
incentive — 10 per cent extra free, and buy five get one free are standard promo-
tions in this market. But is that the best that you can do?

Before you go any further, have you spotted the flaw in the description I
have given? I made an assumption, and this is always a very great mistake. I
assumed that the ‘who’ was existing lager drinkers. Perhaps the promotion
might target non-drinkers or wine drinkers. These approaches could be worth
examining!

Never assume anything. In the case of Ramada, the normal action would
have been to advertise to people who book hotels. The problem in that case is
that these people are all over the world and do not see the same media. It
would have been an impossibly expensive strategy.



78 Sales promotion

The first task is to answer the ‘who’ part of the question. In our lager
example we can list:

existing drinkers of the brand;

lager drinkers who buy other brands;
ale drinkers;

wine drinkers;

people who vary what they drink;
home drinkers;

pub drinkers.

However, this list only describes them in relation to their drinking. They have
many other characteristics. They may be further categorized as:

amateur pop singers;

fashion followers;

tennis players;

golfers;

classical music devotees, and many others.

Once we have decided the ‘who’, we must define ‘what we want them to do’.
The list might be as follows:

existing drinkers of the brand: suggest it to friends;

lager drinkers who buy other brands: switch brands;

ale drinkers: switch to lager, our brand,;

wine drinkers: try lager when the weather’s hot;

people who vary what they drink: be consistent, drink our brand;
home drinkers: go to the pub;

pub drinkers: take some home.

It is possible that some groups will have exactly or nearly the same ‘what’ as
others, so it might be possible to use the same promotion. For example, the
same mechanic may well work with ale drinkers and drinkers of other brands.
Already we can see the opportunity for creatively engaging these different
sorts of people in different ways. Now we have the ‘who’ and the ‘what’, it’s
time for the real creativity.

Let’s study the second list of amateur pop singers, fashion followers, tennis
players and the like. Remember that any one of the people in these categories
may also be in one of the other categories. We have, therefore, the grounds
for 35 possible promotional objectives, and the lists are by no means exhaus-
tive. Let us take just one example: tennis players who vary their drinks. We can
now start to build a picture of real people and work out how to motivate them.
We know they are 25 or under. We know they drink a variety of things. We
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know they play tennis and are likely to visit the club bar. The answer to the
question “‘Who do we want to do what?’ is therefore: ‘We want tennis players
who are not consistent in their choice of drinks to try our lager once a week
in their club after their game.’

Now we can begin to devise a worthwhile promotion for these people. We
can imagine them as flesh and blood, coming in from the game, looking for a
drink. We can imagine the place and the time of day. We can picture their
friends and the things they will be talking about. It is far more real, far more
focused, than trying to attract that sociological category, the C1/C2 person
aged between 18 and 25.

A number of ideas immediately present themselves for encouraging tennis
players who are not consistent in their choice of drinks to take a lager once a
week after their game. A chance to play tennis with a celebrity? A discount on
tennis kit? The chance to collect something for the club?

However, tennis players are just one of our groups. A similar process will
lead to similar thoughts about the classical music devotee who never drinks at
home and the amateur pop singer who normally drinks beer.

Having categorized the consumers, it is worth looking at the intermediaries
— at the publicans, managers of off-licences and supermarkets, cash-and-carry
buyers and the rest. Like the consumers, they are immensely varied.

Let’s assume that the tennis club idea proved a basis for a promotion
themed on sport and leisure and designed to offer a range of celebrity sports
opportunities. Now go back to our tennis club and develop the trade dimen-
sion of the promotion. Consider the bar steward. He will now become the
‘who’. The ‘what’ might be: “To suggest a cooling lager is best after a game.” It
being a club, there may also be another ‘who’ — the committee, which might
have to give permission to allow the promotion to run. Should the club be
given the opportunity to host the celebrity events or another incentive?

If you follow this method of identifying ‘who’ and ‘what’, you will quickly
devise hundreds of different promotional objectives. This is delightful but you
are unlikely to have the time to work them all up into full promotions — and
you could not afford to run them all anyway. You need only work through
those promotional objectives that are most likely to achieve the marketing
objective. To do this requires careful assessment of the extent to which your
promotional objectives will grip the underlying marketing objective.

There are a number of questions to ask about each of your promotional
objectives and the initial promotional ideas that go with them:

® [s the particular audience a reasonable proportion of the total or can the
idea at least be attractive to a wider group of people?

® [s it likely to be achievable within the budgetary, legal, timing and other
constraints that you face?

® Does it lend itself to simple, clear expression to the trade and to consum-
ers?
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In this case, we may conclude that these tennis players form too small a group
to be significant, but that there is an opportunity if we add them to a range of
other active club sports.

The process of devising a promotion is far from over when you have a flip-
chart covered with possible promotions. However, to try to be creative without
attempting to answer the ‘who’ and ‘what’ will usually result in promotions
that are less effective than they could be.

In the case of the Ramada promotion, long before ducks or anything else
was considered, it was realized that, mainly owing to budget limitations, the
‘who’ would be the guests and the ‘what’ would be telling their contacts about
the hotel. It was as simple as that. The statement of the promotional objective
in that case and in many others is creative in itself.

In this case, the creative process then had to find a way of getting guests to
talk about the hotel. Business hotels are not something one normally talks
about — except in negative terms — as they are fundamentally similar across the
globe. A true creative leap was required. It was realized that one thing all
guests do when they are in a business hotel room is to grab some relaxation
time, often by taking a bath or a shower. We should catch them while they are
relaxed and are likely to be receptive.

Brainstorming (now called ‘thought showering’!) is useful. Could we put a
waterproof joke book by the bath? A bathroom karaoke kit? Something useful?
Humour seemed appropriate and, eventually, along with boats came that
deeply loved creature of children’s baths, the duck. Brainstorming is not the
only technique used. To devise good promotions, you need to use a range of
creative techniques.

Creative techniques

Here are five creative techniques that are particularly useful in moving from
‘Who do I want to do what?’ to an effective promotion.

1. Listing

As we have already seen, making lists is a very useful technique. It was a
straightforward process to list all the different types of young lager drinkers,
for example. Lists help you order your thoughts and show up any gaps. They
do have one disadvantage, which is that it is often difficult to see the connec-
tions between items on a list and particularly on several different lists. One
way round this is to use the largest sheet of paper you can find and draw lines
to show these connections. For example, you could link rugby players and
golfers as people who would be members of a club and therefore involved
with bar stewards.
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2. Mind maps

Another way of showing connections is not to write a list, but to draw a ‘mind
map’, which is a formalized way of connecting ideas. Take a sheet of paper
and start with one idea. It could be anything related to the subject, for example
‘wine drinker’. Then draw a line from it. Along that line write connected
ideas, for example ‘sophisticated’, ‘educated’ and ‘travelled’. From each of
these words draw other lines, and write the words that occur to you. For
example, from ‘travelled’ you might write ‘airline tickets’, ‘currency’, ‘pass-
port’ and ‘duty-free’. Keep on doing this and the interconnected ideas stay
together. Connections also appear that will not at first have struck you. For
example, ‘duty-free’ brings you back to ‘wine drinker’. Is there a promotional
idea in that? Mind-map software programs can help here.

3. Thought showering (the old ‘brainstorming’)

Once you have really defined your chosen, practical promotional objectives,
you may then decide to brainstorm. Brainstorming is not meant to be a woolly
general discussion. Set the objective for the session very clearly and ensure
everyone understands it. For the Ramada promotion, it was, ‘What can we put
in a bathroom, in a business hotel, that will amuse the guests and encourage
them to mention how good the hotel is to the person who booked it and to
colleagues?’ and the related one: ‘Is it also possible to provide something that
would act as a constant reminder to the guest?’

Itis useful to spend just a few moments on a warm-up exercise to get people
into the right frame of mind. Perhaps you could examine where else the
session could have been held that would increase the creativity level. The best
hotel in the world? The most beautiful? Then imagine you are there. There
are no right or wrong answers in a brainstorming exercise. It is important that
people are not allowed to feel foolish or they will cease to contribute. They
may have that brilliant idea lurking in their heads just waiting to pop out. Use
affirmative expressions such as ‘Yes, and ...” rather than ‘Yes, but ...’, let alone
‘No, because ... .

4. The village

Avery useful technique is to define all the types of ‘who’ and, in your imagina-
tion, people a village with them. Imagine the houses they would live in, the
places they would meet, the resources they would need, where they would go
for fun and where they would shop. Then aim your promotion to appeal to
the village. Think how they would react to it and how it would come up in
their conversation. If it does not appeal to most of the villagers, you probably
need to redefine your objectives or run more than one promotion.
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5. Being someone else

If you feel you are not capable of solving the problem creatively, imagine
someone you think could. Imagine a great artist — say, Picasso — or think about
the most imaginative person you have met in your life. Then in your mind ask
this person what he or she would come up with. A variation of this is mentally
to take six people out to dinner and ask them what suggestions they have.
Imagine a series of different people, the different perspectives they would
have on the question and how they would discuss it among themselves. Why
not even imagine one of the ‘villagers’ and ask him or her?

Practice makes perfect

Thinking about promotions can be turned into a party game, perhaps for use
on long car journeys. Think of a product category known to you and list all the
brands in it. Then assume an objective and a set of mechanics and match the
two together. Examine the following list of confectionery brands and promo-
tional offers:

After Eight: Free Levi’s jeans to be won.
Yorkie: Win a racehorse.

Jelly Tots: Free Mother’s Day lunch to be won.
Dairy Box: Win a holiday in LA.

Toffee Crisp: Win a visit to Legoland.

Drifter: Win a mountain bike.

Lion Bar: Win a day out in a tank.

Are they well matched? No. Why not give them a better matching, and then
see if you can think of even better promotions to encourage repeat purchases
for each of these brands?

Making the most of your idea

Deciding on your mechanic and theme as the answer to the ‘Who is it we want
to do what?’ question is an important step. Now you must make it work well.

There may be some pitfalls you need to identify. In the case of Sheraton
Securities’ wellies, the different sizes of feet had to be taken into considera-
tion. With the Ramada duck it was recognized that, if it was left in the bath-
room with no explanation, it might look as though the room had not been
cleaned properly. People who took the duck, something the Ramada wanted
them to do as a reminder of the hotel, might feel guilty. If they did so, they
would be unlikely to carry the message about the benefits of the Ramada hotel
in Manchester.

The problem was solved by printing a small tent card that introduced the
duck and explained that it could be taken home or posted anywhere. The
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duck was also given a distinctive personality and distinctive packaging. Named
‘Reggie’, he was supplied with a specially constructed cardboard ‘crate’.

It is essential to identify problems and practical difficulties, such as ensur-
ing that a sales representative’s car can carry sufficient quantities of your latest
creative brainwave. More positively, you also have the ability to polish and
extend the creative idea. However, beware of so extending the idea that it
becomes impossibly complicated.

Mazda ran a competition that offered the chance to win a holiday. The
stages involved required some imagination. Consumers were enticed by teaser
ads in a newspaper, and directed to another and bigger ad; there they were
asked to identify an island; then they had to go to their local Mazda dealer and
identify three other photographs, identify another ‘special photograph’,
complete an entry form and, should they so wish, phone a London telephone
number for a clue. The persistent motorist would, however, have noticed that
nowhere did a Mazda car appear, and at no stage did the Mazda dealer play an
active part in the promotion. Creativity? Not of a sales promotional kind.

The golden rule is to keep it simple and keep it relevant. The duck crate is
an example of a simple extension that enhanced the promotion, yet the
promotion would still have worked without it. That promotion was later
extended further by putting the duck on Christmas cards and providing star
staff with duck merit badges.

When you devise a promotion, be aware of what is current. You can often
create far more interest about the activity at little extra cost. Linking in with a
current fad can work. Golden Wonder crisps once offered embroidered jeans
patches showing the Wombles. This was just as the characters became famous
and as jeans patches became fashionable. It seemed that everyone was eating
crisps all day judging by the response.

Be especially careful if you promote overseas. It is vital to know the tradi-
tions and expectations of your foreign consumers. In developing countries,
cigarettes are often sold singly as ‘sticks’. Thus, any promotion using packet
tops in such countries will benefit only the retailer.

When you find a promotion that can be extended in many different ways,
you know you have a winner. It is always worth polishing and extending an
idea until you have bled it dry.

Once you have your promotional concept, there is a lot of work to be done
to turn it into an effective operational plan. For this you need suppliers (the
subject of Chapter 6) and an effective implementation strategy (the subject of
Chapter 7). In doing so, though, never forget the importance of the original
idea: one that can extend and extend, one that is elegant and simple, one that
you are really proud of. You will hear a voice in your head asking why no one
has done it before. You will begin to fret that there must be something wrong.
Don’t worry. If you have followed the steps above you will have created a
memorable promotion that will succeed. Congratulate yourself.
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Case studies

This chapter has been full of examples of creative promotions. Many are from
high-profile consumer fields. The two case studies that follow demonstrate
that promotional creativity can be found on fairly sticky wickets — in promot-
ing intellectual property law and in promoting an ageing car.

Case study 23 - Eversheds

Infellectual property is a dry, complicated but increasingly important
branch of law. Most companies — not least sales promotion agencies —
need to think very carefully about who owns the ideas, trademarks,
designs and copy that their staff and subcontractors create. The trouble s,
drawing up the necessary confracts is something that can always be put
off until tomorrow.

The leading legal firm Eversheds wanted to promote its ‘Infellectual Prop-
erty Health Check” in 1996. An ordinary brochure would not have broken
through the apathy. Instead, it sent a simple letter accompanied by a piece
of wood with a hole drilled through it, marked with the Eversheds logo. It
offered a prize for the best answer to two questions: What is ite And what
intellectual property rights apply?

The engagement of leading businesspeople in the questions was enor-
mous. So foo was the response. The object (which turned out to be a wine
bottle holder) was genuinely intriguing. The follow-up lefter contained winning
solutions, an analysis of no fewer than five intellectual property rights that
could apply fo it and an invitation to arrange a ‘Health Check’. Eversheds
deserved to succeed with this promotion. Simple and to the point, it showed
that even lawyers could be creative!

How exactly did Eversheds answer the "Who do | want to do whate’
question? What other promotional solution could you devise that would be
as good or better?

Case study 24 - Rover Group

To understand this promotion by the agency Ammirati Puris Lintas, point
your web browser at http:/ /www.mini.co.uk. Such is the nature of internet
sites that what was true in late 1997 may no longer be frue, but this is the
story as it was at that time.

In 1996, Rover was faced with the question of what to do to stimulate
sales of the ageing and much-oved Mini. Sales were to long-established
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cusfomers, who were declining in number. Could the Mini appeal to a
younger generation who might not know it was even available? Potential
customers needed to be made aware that they could still buy one, and that
Rover's enormous range of options meant that they could virtually design
their own.

The solution was found in an interactive internet site with @ monthly compe-
fition to design your own Mini with real and fantasy features. Designs were
enfered on a gallery, where visitors fo the site voted for the best design. The
winner was rewarded with Mini merchandise, and winning designs were
posfed on a special page. Everyone won the chance to turn his or her
design into a game and download it as a screensaver.

like any good website, it constantly changed. Developments included a
walkround film and a concept car section. These helped it to be one of the
fop 10 UK sites and to be voted Microsoft's site of the month. As well as
winning an ISP award, it was voted commercial website of the year in the
UK Yell awards and best automotive site by New Media Age.

In its first four months, the site received 3 million hits, 5 per cent of them
turning into brochure requests. The promotional mechanic of a design
competition proved effective in engaging people with the Mini and with the
differential advantage it had over far newer cars: the capacity to design
your own.

Think about the ‘village' of visitors to this website. What other products
and services featured on the infernet would they like? What promotions
could you devise to encourage them fo visit your own company’s website (or,
if you don't have one vet, a site you know|2

Summary

Creativity is about finding effective solutions. It requires the ability to think
laterally and imaginatively, which can be developed with practice. There
are several techniques that can be used, including mind maps and
brainstorming.

Creative promotions arise out of close attention to the question, “Who do
| want to do what?’ Once the process of answering this question is begun,
hundreds of possible promotional objectives emerge. A really good idea
can be versioned and developed in many ways.
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Self-study questions
5.1 What are some of the leading techniques for developing creative
ideas?

5.2 How would you go about answering the question, "Who do | want to
do what?’
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How to use
suppliers

All promotions need suppliers. Complicated national promotions require an
army of suppliers: promotional and design agencies, premium sourcing
specialists, printers, point-of-purchase manufacturers, handling houses and
telephone response companies. Many of these will, in turn, have suppliers
that are critical to the success of the promotion. This chapter deals with how
to select and use them.

Sales promotion can present a particular difficulty in this respect. A company
will normally have a wealth of experience of component suppliers and subcon-
tractors for its core products and services. There will often be long-term supply
agreements and careful supplier assessment in accordance with established
quality criteria. In sales promotion, the picture is different — discontinuity is
the rule. Promotions are different from one to the other so each promotion
often needs different suppliers from the last one. One of the reasons there are
so many case studies in this book, and not all new ones, is to assist the reader
by providing a creative wealth of ideas that can be used as a basis for new
promotions. Yet, in all this, the same requirements of quality assessment and
value for money apply. For this reason, many firms try, where possible, to build
long-term partnerships.

There are two models of supplier relationship: the ‘quotation model’, which
assumes that you know what you want and can obtain the lowest price and best
terms from a range of suppliers by setting out your specification as an invita-
tion to quote; and the ‘partnership model’, which assumes that you will obtain
the best solution by working with a chosen supplier from the earliest stage,
incorporating the supplier’s skills into the specification. This second model is
often called ‘partnership sourcing’.

Some organizations — particularly in the public sector — have rules that
require them to obtain three quotations for every piece of work. Others
believe that the constant use of tenders and quotations keeps suppliers on
their toes. The risk in sales promotion is that you never use exactly the same
product or service often enough to be able to specify what you want without
the help of a supplier. That supplier is most likely to help if you build up a
long-term relationship and bring the supplier into the planning of a promo-
tion from the earliest stage.
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Sales promotion agencies
Who they are

Most sales promotions are conducted by people who are not sales promotions
specialists — by marketing managers, sales managers, managers of small busi-
nesses and executives in general advertising agencies. In a number of large
consumer goods companies, promotions are under the aegis of a sales promo-
tion manager, but even then implementation is often the responsibility of
non-specialist sales and marketing executives.

Many of the biggest and most high-profile promotions are developed and
implemented by specialist sales promotion agencies. They are often called
‘consultancies’ because, unlike insurance or advertising agencies, they derive
much of their income from fees rather than commission. However, sales
promotion firms also derive a proportion of their income from selling artwork,
merchandise, print and other services, which is not normal practice among
consultancies. The word ‘agency’ is used here as the description commonly
applied to firms engaged in providing marketing advice, consultancy and
implementation.

Visit websites to find agencies. The Direct Marketing Association (DMA),
Institute of Sales Promotion (ISP) and Marketing Communication Consult-
ants Association (MCCA) websites contain listings or contacts to obtain lists.
The MCCA offers a confidential Agency Selector service. It also offers guides
on writing a brief, creative critiquing, agency remuneration and the pitch
process, all of which have been developed with the client trade body, the
Incorporated Society of British Advertisers (ISBA). Outside these lists, there is
a wide variety of agencies that include the words ‘sales promotion’ in their list
of services. Some are advertising agencies, which may or may not employ dedi-
cated sales promotion specialists. Some are purveyors of particular sales
promotional vehicles, such as travel or merchandise, and may be very compe-
tent, but they are not necessarily impartial about the types of sales promotion
they recommend. And some are newer agencies, which may be extremely
good, but have yet to qualify for MCCA membership. A survey of sales promo-
tion agencies is given in the June issues of Sales Promotion magazine.

How they work

There are many different ways that sales promotion agencies originate, and
this is reflected in their continuing diversity of structure. Some began as spin-
offs of sales promotion specialists working in advertising agencies, others as
the breakaways of advertising agency sales promotion departments, others
from a base in supplying print, merchandise or incentives, and yet others (and
this is increasingly the case) as greenfield start-ups that are meeting the
growing demand for specialist sales promotion services.



How to use suppliers 89

Despite the variety in their size and structure, sales promotion agencies
have a number of features in common:

® They charge for creative and conceptual work on a fee basis that reflects
their time input. This method of working — comparable to that of solici-
tors and accountants — means that it can be possible to use them simply
for creative thinking and to do the organization and implementation of a
promotion yourself.

® They are normally equipped to supply design, artwork, premium sourc-
ing and a host of other services that are needed to make promotions
happen. Sometimes these services are supplied in-house, sometimes they
are supplied by subsidiary or associated companies and sometimes they
are subcontracted. Agencies will always make a margin on these services,
but their prices benefit from economies of scale and can be highly
competitive.

® They work on an ad hoc or continuing basis. It is conventional for adver-
tising and PR agencies to work with clients on a continuing, contractual
basis. Sales promotion agencies like to do this, and increasingly do so,
being paid a retainer rather than one-off fees. However, many clients still
use them on an ad hoc basis, briefing them for particular promotions as
and when required.

® They are increasingly involved in a broad range of marketing services.
We discussed earlier the reasons for the growth of sales promotion. Most
of these apply also to the use of an integrated mix of sales promotion,
direct mail, PR and other tools assembled to meet particular needs. The
disciplines of sales promotion agencies provide a good basis for provid-
ing these integrated marketing services, and many have taken up the
challenge.

® Account handlers are heavily involved in the creative process. There is a
tradition in advertising agencies for account handlers — the people who
meet the clients — to be largely excluded from the creative process. In
sales promotion agencies this is not the case. The creation of effective
promotions is an interdisciplinary, brainstorming affair, simultaneously
conceptual and practical, and the person you meet will play a central role
in that process.

® They tend to be of moderate size. This reflects partly the relative newness
of the industry and partly their low start-up costs. New agencies tend to be
tightly run, enthusiastic and entrepreneurial and are almost always run by
the people who set them up.

® They are able to give impartial advice on the type of sales promotion that
will most closely meet your particular needs. This is perhaps the most
important benefit of their fee basis of payment. They have no particular
axe to grind over whether or not the promotion is a competition, an
on-pack or a mail-in, or uses travel, clothing or cash. In a world where
there are many axes ground, that is a bonus in itself.
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Sales promotion agencies earn their living from a combination of fees for
time spent and mark-ups on goods supplied. The balance between the two will
vary, but most commonly includes a fee for time spent, normally calculated at
£56 to £261 per hour (MCCA Fees and Remuneration Survey, 2007), depend-
ing on the seniority of the staff involved, and a mark-up on goods supplied
(print, artwork, premiums and so on) of 15 to 20 per cent. These two combine
to give an overall margin of 25 to 30 per cent (lower for bigger jobs and
higher for smaller jobs).

Some agencies have dropped the words ‘sales promotion’ as the descrip-
tion of their business in favour of ‘integrated marketing’, ‘below-the-line
marketing’, ‘promotional communications’ or any combination of these.
They describe rather better the increasingly integrated nature of sales promo-
tion and the business that agencies do. The trouble is that client firms do not
always understand them. ‘Sales promotion’ remains a broad description that
people understand — as long as you recognize that it includes a great deal else
besides.

What to look out for

Choosing the right agency is a difficult process. The MCCA offers a full inter-
mediary service. Its consultants will search the MCCA membership for the
right-fit agency, deliver their credentials to you, organize ‘get to know you’
meetings and if needed manage the entire pitch process, all within best prac-
tice guidelines. Both the ISP and the MCCA publish annual awards on websites
and in brochures, detailing the best promotions of the previous year. Also,
there is regular coverage of leading agencies in the two specialist sales promo-
tion magazines — Promotions and Incentives and Sales Promotion. These offer a
good starting point for drawing up a shortlist.

A relationship with a sales promotion agency normally starts with a pitch.
The MCCA and the ISBA have devised a set of guidance notes for pitches.
They provide a good basis for the often vexed process of competitive pitches,
and are obtainable from either the ISBA or the MCCA (see ‘Further Informa-
tion’ at the back of the book for details). The principles are to treat each
other with fairness:

Prepare the background information properly.

Don’t ask more than three agencies to pitch.

Write a proper brief and allow time for it to be responded to.
Decide quickly and objectively.

Give the losers the chance to learn how they could have done better.

Fees for pitches are a subject of regular dispute. The MCCA’s Code of Conduct
discourages its members from making speculative pitches. The reason is that
promotions are devised for a particular brief and so have no salvage value.
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Some companies pay agencies a briefing fee, sometimes known as a pitch or
rejection fee. Nevertheless, if an agency produces acceptable work but the
promotion is not run for reasons outside its control (for example, you have
changed your own plans), it is only right that it should be paid for its work. It
is an open question as to whether or not agencies should be paid briefing fees
for competitive pitches. Agreeing to pay them intimates that it is recognized
that each concept is tailor-made for each brief and has no salvage value.
Equally, it is always possible to find smaller, hungrier agencies that will pitch
for nothing.

In practice, most agencies are happy to compete against a reasonable
number of others for a real piece of business, and all of them are happy to
compete for ongoing business. The distinction is one of common sense. If you
repeatedly brief half a dozen agencies for single promotions that may not
even materialize, they are unlikely to find it profitable to respond. Conversely,
if you brief a limited number for promotions that do materialize — and partic-
ularly with a view to establishing a long-term relationship — most agencies will
respond professionally and effectively.

There are five key attributes that companies normally look for in their sales
promotion agencies, which form a handy checklist for selection:

1. Creativity. The capacity to produce promotions that are more imaginative,
more effective and more eye-catching than you could do yourself is the
fundamental reason for using an agency. Creativity should stand outin an
agency’s presentation of its work.

2. Communication skills. Promotions are produced to meet specific market-
ing objectives. In the way it presents its work, an agency should be able to
demonstrate an understanding of a range of different marketing situa-
tions and of the techniques appropriate to communicating effective solu-
tions.

3. Budget control. Implementing promotions requires a range of design,
artwork, premium, handling and other resources. It is not important that
these should all be in-house, but an agency should be able to demonstrate
that they are to hand and that it can control them within your budget.

4. Good service. A successful promotional relationship requires client and
agency to be on the same wavelength. It is important to meet the people
you will actually work with — not necessarily the same people as those who
make the new business presentation — and get on well with them. Just ask
your team if they get on with the prospect agency; is the chemistry ok? If
not, don’t use them.

5. Good track record. The evidence from awards brochures and from the trade
press is critical here — and a call to existing clients can also tell you about
qualities of service and budget control that might not be obvious from
published work. This is probably the best tip.
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Having applied these criteria, you may end up with three agencies you feel
you could work with. It is then common practice to put a brief to all three and
to make a judgement on the basis of their response.

Once you have run a promotion with a particular agency, you will be able to
judge its performance in practice. There are broadly three ways you can work
in the longer term:

1. Occasional supplier. This is an arm’s length approach — the agency is given
the minimum information necessary for the job, is always in competition
with others and is briefed only when the need arises.

2. Rota member. This is a compromise approach, where two or three agencies
are put on a rota of agencies used by the client. Rather more information
is given and some or all briefs will only be given to one of the agencies on
the rota.

3. Business partner. Here, a single agency is appointed to work as an exten-
sion of the client’s marketing department. Marketing plans are discussed
jointly from an early stage, and a renewable contract establishes an
ongoing partnership.

Agencies understandably dislike the first approach. It makes planning their
own business difficult and results in a high percentage of wasted and unprofit-
able work. Clients that insist on ‘occasional supplier’ relationships can find
that they are presented with off-the-shelf promotions, dusted down and
rejigged without too much thought and effort, generally from second-rate
agencies.

Clients are understandably wary of the third approach. It does involve
putting all their eggs in one basket and can lead to complacency and staleness
on the part of the agency. Retainer fees, paid on a regular monthly basis, are
liked by agencies as they provide a regular income. However, they only make
sense when there is a steady, predictable flow of work.

For these reasons the second approach is often where client and agency
find themselves in mutual agreement. It gives the client flexibility and it gives
the agency a reasonable basis for predicting the amount of business it will get.
Variants on this approach include using one core agency most of the time, but
trying out others for particular briefs or in particular areas where the core
agency may lack specialist expertise.

Is it worth letting between a quarter and a third of your budget go to the
sales promotion agency? If the agency is any good, the answer is ‘yes’, and for
three good reasons:

1. Part of the agency’s margin will be covered by buying promotion items
effectively and by its ability to produce promotions cost-effectively.

2. Partwill be covered by saving your time in devising, planning and execut-
ing the promotion.
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3. Mostimportantly, a good agency will produce a promotion that is measur-
ably more effective.

Handling houses
Who they are

Handling houses originated in the need for premium items to be warehoused,
customer applications to be received and processed, and goods to be
dispatched. From this basis, handling houses have grown into sophisticated
businesses that offer data capture, database building, in-bound and out-bound
telephone call centres, bar code scanning, downloading of e-mail sites and a
range of customer interface operations.

The industry body is the DMA, which is concerned with providing both
industry and consumers with a universal professional, effective, legal and
value-for-money service for all aspects of response fulfilment, irrespective of
the medium of communication.

How they work

Poor handling can destroy consumer confidence in a promotion and the
brand behind it, as well as create considerable work for you as you try to limit
the damage. Conversely, good handling can create added value in the infor-
mation collected about participants in promotions, and build consumer confi-
dence through the promptness and accuracy of your response to them.

The following 20-point checklist identifies the details to be included in
briefing a handling house (see also the DMA website for ‘The best practice
guidelines for response handling’):

1. the promotion: incentive offered, instructions to applicant, any restric-
tions on entry;

handling requirement: how it should be done, turnaround time;
duration: start date, close date;

response forecast: anticipated volume, variation over time;

promotion media: on-pack, press, TV, direct mail;

application format: coupons, leaflets, plain paper, telephone;
point-of-purchase requirements: number, type, tolerances, count proce-
dure;

8. payment requirements: amount, coins, cheques, postal orders, credit
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cards, charge cards, tolerances, need to await cheque clearance;
9. bank account: client’s, handling house’s, responsibility for charges;
10. postage and dispatch: first-class, second-class, discounts for bulk mailings,
recorded delivery, registered, carrier, cash floats for postage;
11. packing: pre-packed, envelope, padded bag, carton;
12. goods storage: quantities, period, special security;
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13. insurance: client’s, handling house’s;

14. application details: captured manually, computerized, fields required,
deduplication, selections, sort criteria;

15. reports: type, frequency, period covered, analysis headings;

16. consumer relations: incorrect applications, correspondence, complaints,
returns, exchanges, refunds;

17. audit: retention of applications, record of dispatch dates;

18. stock control: reorder levels, returns, final disposal;

19. goods inwards: delivery dates, counting in, quality checks, receipts;

20. security/confidentiality: expectations, special requirements.

Thinking through what you need under these headings will ensure that both
you and your handling house know what is expected. You can also obtain an
accurate quotation for the job. Clearly, this will vary depending on the amount
of work involved. You should ask what a typical cost might be for receiving and
checking three proofs of purchase and dispatching your item, or for setting
up an in-bound telephone call number, receiving calls for a brochure, data
capturing and posting the brochure.

What to look out for

If you brief your needs early enough, handling houses are an ally. The main
decision you face is one of cost and sophistication. If all you need is the receipt
of applications and the mailing of items, there are local facilities in most parts
of the country that will do the job for a low cost. However, this is probably
missing an opportunity, in terms of both data capture and customer relations.
More sophisticated operations cost more.

Points to look for include the audit trails a handling house offers for goods
and cash, the scale of its computer operations, the training it gives to tele-
phone staff, the efficiency and security of its warehousing and the nature and
timeliness of its reports. All these mark out the sophisticated from the low-cost
operation. Whatever type of handling house you use, make sure you have a
good contract.

If you are running promotions regularly, it makes sense to build a long-term
relationship with a handling house that becomes an extension of the company
for both you and your customers.

Point-of-purchase manufacturers
Who they are

Drawn from a background in shopfitting or design, the leading firms are
members of the Point of Purchase Advertising Institute (POPAI), set up in the
United States in 1936, in Paris in 1989 and in the United Kingdom in 1992.
Point-of-purchase manufacturers enable promoters to attract attention,
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communicate offers and brand image, and increase impulse sales at the point
at which the great majority of purchase decisions are made. The activity used
to be referred to as point of sale (POS), but the initials created confusion with
electronic point of sale (EPOS). POP is clearer, but watch for the fact that
POP is also the acronym for proof of purchase.

How they work

The incorporation of sound, light, movement and promotional offers in a
single unit has moved POP well beyond its origin in cardboard dump bins or
PVC shelf-barkers. There are wonderfully creative people called ‘cardboard
engineers’ who make incredible designs. Examples show the inventiveness
and scope of POP:

® (Cadbury’s Creme Eggs enjoy a short but intense season between January
and Easter. Advertising is wasted unless there is adequate display. In 1997,
Cadbury’s introduced a dump bin flashed with a question that echoed the
advertising: ‘How will you eat yours?” Consumers pressed a button on the
dump bin to release a flashing roulette sequence of lights that stopped at
one of five suggested ways to eat your egg.

® Shortly after the introduction of Canadian Moosehead lager to the UK in
1993, the brand faced the challenge of increasing distribution in larger
outlets. Standard POP material tends to get lost in them. The solution was
an 8-foot relief map of Canada that featured a bar code reader. Consum-
ers received a swipe card with every Moosehead purchase. When swiped
through the reader on the map, it set off a swirl of LED lights that ended
up in a different destination in Canada each time and a different prize to
be claimed from behind the bar.

® Spillers Petfoods developed a ‘shelf purrer’ to launch its cat food brand
Purrfect Selection. The battery-operated device sensed customers within
a 12-foot radius and set off a voice message, ‘Indulge your loved one with
a can of new Spillers Purrfect.’

® At the 2007 In-Store show, a demonstration was held of sound to match
a video display directed to a particular spot at ear level as if a person
were standing next to you, including outside a shop window when the
store is closed. Expect to see in the near future a customer using a
mobile phone, placing an order after viewing a POP through a shop
window when the store is closed, with payment collected and the item
delivered the next day.

The primary applications of POP are in sectors that sell via retailers. Leisure
outlets such as hotels, pubs and sports clubs are also important. However, POP
is increasingly used to communicate brands well away from their normal sales
outlets. Interactive displays in shopping centres, airports or anywhere else
people gather can sell almost anything. Increasingly, the use of smart-card
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technology and interactive video and text messaging enables promoters to
target particular offers to particular people, capture data about them and
communicate product benefits and promotional offers wherever people have
the time and propensity to respond. In the future, as people arrive at an
airport in a new country, information on where they can buy their favourite
brands will be instantly available to them.

Text messaging

SMS or text messaging sales promotions work well with the 18- to 24-year-olds
who are accustomed to text messaging. These are POP of a new kind. Imagina-
tive displays accompany them. People use text messaging because it is fun: 70
per cent use it for humour; 60 per cent use it to make social arrangements. It
removes voice contact, which can give people greater confidence in communi-
cation. Itis a wireless system and is not linked to a fixed line. The text is limited
to 160 characters per screen. It is capable of displaying logos or cartoons on
screen and users can download ring tones (10,000 are doing this each day). The
quality of the accompanying sound and graphics is continually improving.

SMS advertising using the mobile internet is in effect a permission-based
lifestyle-centred communication, delivered via a device that is carried by the
person and is normally permanently on. A text message is short and usually
pithy and uses the developed text language. Case studies on Cadbury’s Txt ‘n’
Win (56) and Diageo (57) are in Chapter 14.

What to look out for

Sales promotion is about influencing behaviour. Consumer behaviour at the
point of purchase is the behaviour that matters most. The enormous point-of-
purchase operation to introduce the UK National Lottery was implemented
in less than four months, long after other elements of the mix had been put
together.

Critical points to look out for in using point of purchase are:

® Think early about POP needs and integrate them into your advertising
and promotional planning.

® Use it to gain exposure in non-standard outlets; there are often great
opportunities for joint promotions based on a POP unit.

® Make the best use of increasing opportunities for light, sound and move-
ment; there are real benefits to being an innovator in POP.

® Think hard about the operational issues, especially who will distribute,
site and install the units and (if high-tech) keep them running.

The leading manufacturers in the field are increasingly able to offer an all-in
design-to-upkeep service. For details of them, contact POPAI (the address can
be found in ‘Further Information’ at the back of the book).
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Promotional risk management companies
Who they are

When it comes to setting up a promotion, there is an element of financial risk
involved which can, if ignored, prove damaging to the promoter and the
brand. If a promotion is a runaway success, with more people responding to it
than you anticipated and, more important, budgeted for, huge financial costs
may be incurred. Promoters therefore need to be aware of the risks and how
they can protect themselves and their balance sheets.

Specialist promotional risk management companies, such as PIMS-SCA,
exist to provide services that protect balance sheets against the risk of over-
redemption. PIMS-SCA recently conducted an evaluation of all its insured
promotions over the last 10 years, noting that approximately two in every 12
promotions produces an over-redemption (see Figure 6.1). This analysis also
demonstrates why promotional risk management is an essential part of any
promotional campaign — would any promoter take a near 10 per cent chance
that the promotion will cost far more than expected?

Three main promotional risk management services are provided by PIMS-
SCA that help promoters plan promotional expenses, eliminate budget over-

more than 100% i

76-100% i
51-75% i
26-50% i

0-25%

Promotion performance against expectation

ONumber of promotions

Figure 6.1 Typical promotions
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runs and add or increase high prize values while keeping promotional budgets
fixed and secure.

1. Insured fixed-fee contract

This is the best way of providing the maximum level of protection for a promo-

tion, from sourcing the incentive, the logistical management of the promo-

tion, and the risk of over-redemption through to the handling and fulfilment

of a campaign. The sales promotion market has moved on to increasingly

sophisticated promotional campaigns, with the result that promoters and

their agencies now have to deal with complex handling and fulfilment scenar-

ios that may include a variety of redemption mechanics.

® Trying to handle a promotion with an SMS text and web-based redemp-
tion ability, combined with a no-purchase-necessary route plus a promo-
tion hotline and the usual prize fulfilment requirements, may be too
many ‘moving parts’ for the average promoter and agency. This is where
fixed-fee companies can prove invaluable; all are regularly involved in
promotions of this type and can easily take on the most complex promo-
tions with ease. (PIMS-SCA uniquely offers the most financially secure
insured fixed-fee product, as each and every promotion is covered by a £5
million insurance policy with ‘A-rated’ insurers.)

® An alternative way of looking at Figure 6.1 is to note that the majority of
promotions will not perform to expectation and thus may under-redeem.
Most promotions perform well in comparison to expectation, but what if
it is your promotion that performs particularly badly? As PIMS-SCA
demonstrates, one out of every 12 promotions achieves very poor responses
against expectation. To remedy this, pioneering the introduction of the
under-redemption guarantee to the industry should a promotion signifi-
cantly underperform, PIMS-SCA will pay back a percentage of the fee on
an insured fixed-fee contract — the promoter may be disappointed by the
poor response but is not left feeling it has paid way over the odds for the
promotion.

2. Over-redemption insurance

This protects against the financial liability of a promotion redeeming above
the expected response rate. This is best utilized when a promoter feels
comfortable that the risk is minimal above a certain level and wishes to keep
the risk fee as low as possible. For example: a promoter chooses to buy risk
protection between 10 and 20 per cent, and is prepared to accept the risk
above 20 per cent.

3. Prize coverage

This allows promoters to leverage their existing budget in order to increase
the prize fund available. The risk management company takes on the risk for
a one-off fee and, if there is a winner, pays out the prize at no extra cost to the
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promoter. For example, a £10,000 promotional budget can be turned into an
on-pack promotion offering the chance to win £350,000 worth of prizes.

How they work — which coverage is best?

If the promoter is using a tried-and-tested mechanic and is reasonably confi-
dent of response levels then probably fixed fee is best. The likelihood is that
the response levels will approximate to expectation and thus the promoter
will have had good value for money from the fixed-fee company, as most of
the fee will have been used to pay for the responses to the promotion.

If the promoter is running an untried mechanic and is targeting a new set
of customers, PIMS-SCA would recommend over-redemption insurance. The
great British public can be a fickle lot and not so easy to predict. Many ideas
that look good on a concept board do not find favour with the consumer. The
result can be a low take-up — a fixed-fee solution could prove very expensive
under these circumstances.

The experience of PIMS-SCA, as a leading industry stalwart, is that less than
one in 40 promotions redeem at more than double their expectation; there-
fore buying a band of coverage is not necessarily such a bad option. Finan-
cially, one could argue that it is the most prudent choice for a promoter.

Promoters should be aware of the benefits of promotional risk manage-
ment and how it can impact on a promotion and ensure balance sheet protec-
tion. To assist promoters estimating response rates for various mechanics,
PIMS-SCA has compiled data on thousands of promotions over the years and
created a free-to-use online promotions database. Visit www.pims-sca.com/
promodatabase to try.

What to look out for — things to keep in mind when choosing
a promotional risk management company

If another organization is taking on a huge risk for you, be 100 per cent sure
that, if required, it is able to pay out in full by checking its accounts. For
instance, if it has three £1 million promotions and all require payment, can
your chosen company pay out to all?

Ideally, marketers should ensure that an ‘A-rated’ insurer supports the
underwriting of every promotion, for maximum financial protection, guaran-
teeing payment is possible, no matter what. Look at its past experience and
the ability to offer actuarial analysis and evaluation and advice on logistical
and security procedures, together with proven handling and fulfilment capa-
bilities.

PIMS-SCA produces a ‘Guide to promotional risk management’ booklet
detailing all sales promotion mechanics and the factors to take into consid-
eration plus anticipated response rates — see ‘Further Information’ for details
of how to contact them.
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Other insurance products cover printer’s errors and omissions, which
protect the promoter from the financial consequences that arise if errors are
made by a printer when printing promotional game pieces or literature. They
also cover event cancellation and non-appearance — ensuring that, if events or
promotions are affected by unexpected problems outside of the promoter’s
control or the star attraction fails to appear, the promoter’s financial interests
are protected.

Specialist printers
Who they are

Many promotions use standard leaflet, brochure and packaging printers. If
you are intending to run an instant-win promotion or to use games or scratch
cards, you need to enlist the services of a specialist printer. Some printers
specialize in the short runs that are sometimes needed for display material or
individual-outlet promotions. Others specialize in label leaflets (those that
carry a large amount of information in a concertina leaflet the size of a
sticker).

How they work

If you are running a game or instant-win promotion, you need to know that
the right number of winning cards have been printed, that they are evenly
distributed, that there can be no leakage of cards from the printers or distrib-
utors, that they cannot be counterfeited and that you can verify the winners.
This is a tall order and leads to constant innovation in the technologies
involved.

Part of the development is in the inks used. Latex overprints are the
standard format for game cards. Developments include heat-sensitive inks
that reveal a message on being touched, cold-sensitive inks that respond to
a cold drink being put on them, and microwave inks that respond in a
microwave. Case study 52 discusses an imaginative promotion for Sarson’s
vinegar — it used an ink that responded to vinegar. Another development is
to replace hidden messages with a crack-open card that reveals another
card inside. Special inks can increasingly be used on ceramics, plastics and
textiles.

Avoiding counterfeiting has led to the development of computer systems
for verifying winning tickets. One process is to mark winning tickets with a
security number that, when entered into a database, shows the exact layout
of the card. Another is to print winning tickets with codes that only show
in ultraviolet light or that can be read only when matched exactly to a
template. Holograms and three-dimensional technology are also used —
and the best techniques, naturally enough, are not disclosed even to
promoters.
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What to look out for

Make sure you use a printer who really understands this business: winding up,
as one retailer did, with 27 winners of its top prize in the first week of a promo-
tion is a cost you cannot afford. Ensure, also, that your printer has errors and
omissions insurance that specifically covers games.

Once the material has been printed, look closely at the procedures for
packing and distributing winning tickets. If you are including an instant win
inside a product (for example, underneath the cap of a bottle), make sure it
is safe against tampering, both by retail staff and by consumers. Keep up with
evolutions in game technology. Games succeed as much by novelty as by the
scale of the prizes being offered. It is well worth using a specialist printer’s
knowledge to be the first in your field to use a particular ink or game device.

Field marketing agencies

Who they are

Field marketing agencies offer a large number of mainly part-time staff to
undertake one-off projects, or as a long-term extension to your company’s
own staff (outsourcing the sales function — typically at a saving of 15 per cent
over the in-house provision and with sales targets in effect contracted to be
delivered). The DMA'’s Field Marketing Council, which represents the leading
firms, estimates that there are 40,000 people employed part time in the busi-
ness. A large firm may have as many as 15,000 people on its books (people
working in the industry are often on the books of several companies). For
further information on field marketing see The Handbook of Field Marketing by
Alison Williams and Roddy Mullin, published by Kogan Page.

The major firms are increasingly moving towards full-time staff working on
long-term contracts for major promoters. They also overlap with handling
houses in offering database, storage and dispatch services as well as staff. You
can expect a competent agency not just to provide the personnel, but also to
plan geographic coverage, create briefing materials, dispatch and control the
items needed in the field, monitor and control the staff, analyse the results
and even design and produce special uniforms for them.

How they work

Field marketing personnel can be employed to do almost anything that needs
people out in the marketplace. They can act as a sales force to smaller outlets,
install promotional material (this is usually done poorly by many retailers),
distribute leaflets and coupons, hand out samples, collect consumer data,
undertake mystery shopper calls, staff exhibition stands, sell directly to
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consumers, provide information in shopping centres and airports, and carry
out blind product tests. Their application in promotional campaigns is huge.

Prices vary depending on the nature of the work to be done, but are typi-
cally based on a personnel cost of £10.50 per hour. A client brief may be to call
on independent retailers with promotional material and stock. Taking plan-
ning, travel, briefing and supervision into account, you could expect to pay
£20 per outlet visited for a contract call service. A tactical call would cost less.

What to look out for

The critical point to remember is that field staff are part of your firm as far
as the people they meet are concerned. There is a balance to be struck
between the costs a firm charges and the level of briefing, training and
supervision that your own staff receive. Increasingly, the emphasis is on
higher quality, and rightly so. Effective use of field marketing agencies
depends, as with every other promotional supplier, on clear briefing and a
clear understanding of what you want to achieve. The motivation to sell is
probably higher outsourced — to meet the contract targets — than with
in-house staff, however incentivized.

Premium sourcing houses
Who they are

Open any promotional website or magazine and you are confronted by page
after page of advertisements for clocks, sweatshirts, electronics, model cars,
crockery, books, pens — you name it, it’s there. The British Premium Merchan-
dise Association (BPMA), now co-located with the ISP, acts as the trade asso-
ciation for manufacturers of premiums, and its online magazine is an effective
advertising feature for its members’ products. For any given product area,
there are also endless sources of manufacturer information in trade directo-
ries on the internet.

Why not go direct to these companies to buy the premiums you need? For
small quantities and for standard items, it often makes sense. However, for
large quantities, special products and products made in the Far East, it can
make most sense to go to a company that is set up to design, source and ship
promotional premiums to your specific requirements. These are the premium
sourcing houses.

These businesses are not large — few have a turnover of more than £10
million. They typically have extensive contacts in the Far East, a direct or indi-
rect base in Hong Kong, design facilities in the UK, processes for quality
checking in the country of origin and other developed countries, and exten-
sive knowledge of international customs regulations, product safety legisla-
tion, shipping arrangements and trade finance.
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How they work

Premium sourcing houses ensure that promotional items are created, manu-
factured and delivered to the specific needs of a promotional campaign.
Recent examples show the nature of their work:

® Nestlé has a continuing requirement for products that give ‘playground
cred’ to Smarties among 7- to 9-year-olds. The right premium ensures that
Smarties remain an attractive product for this age group and not just
something that your kid sister eats. Developments in low-cost consumer
electronics meant that it became possible to create the Zapper. This is a
Smartie-shaped widget with eight coloured buttons that emit noises of
sirens, machine guns and the like, and is cheap enough to offer with five
proofs of purchase. The electronics were manufactured in one country,
the plastic casing in another. It has been supplied to Nestlé subsidiaries
throughout the world.

® Mugs are a promotional evergreen, used by coffee, tea and confectionery
manufacturers, among others. Traditionally, they have been sourced in
the United Kingdom, but UK prices are not competitive in world terms.
There are numbers of low-cost producers, but their quality has often been
inadequate. There are also increasing regulations governing the toxicity
of printing inks. Long-term collaboration between a sourcing house in
the UK and a Far East factory led to the development of the right mug for
KitKat at the right price.

® Another high-profile promotion run by Nestlé was themed on magic
tricks. The company had identified a series of injection-moulded magic
tricks that it could obtain from China, but was forestalled by quota restric-
tions on imports from China imposed by the EU. Its premium sourcing
house was able to identify a manufacturer in India and help the factory
meet the necessary quality requirements.

What to look out for

You can expect a premium sourcing house to have extensive contacts with
manufacturers throughout the world and to have a track record in creating
and manufacturing products and shipping them across the globe. Pay particu-
lar attention to its quality systems. If you value brand reputation, it is not
worth skimping on the quality process. Premium sourcing houses registered
to ISO 9001 will have demonstrated the capability of their systems. Itis seldom
worth the risk of dealing with an intermediary company offering products at
knock-down prices that cannot demonstrate quality systems.

It is worth raising premium sourcing at an early stage of the discussion of
promotions. In a number of markets — children’s products in particular — the
choice of premium may be critical to the success of a promotion. A good
premium sourcing house will understand marketing as well as premiums. If
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you form a long-term relationship with a sourcing house, you will often be the
first to hear of innovative products that are right for your market.

Case studies

Three case studies here illustrate how fixed fee, overredemption and prize
coverage can be insured.

Case study 25 - Kerrygold wins a bag instantly

In a campaign to increase penetration, a bespoke 100 per cent pure
cotton Kerrygold Shopper bag was offered to one in four purchasers on
the reverse of 600,000 promotional sleeves on 250 g packs of Kerrygold
Lighter or Kerrygold Softer butfer. Losing packs included a 20p money off
next purchase coupon. To claim the bag, winners sent off the promotional
sleeve or went online fo enfer a unique pack reference number. Other
activity included promotion in Asda’s in-store magazine and a doordrop to
Sainsbury’s custfomers. The fixed-fee solution provided by PIMS-SCA
ensured Kerrygold's promotional budget remained fixed and secure from
the outset, no matter how many consumers claimed the bag or redeemed
the coupons.

Case study 26 - New Zealand Herald NZD$25
camera offer

To encourage daily purchase, reward subscribers and increase occasional
purchase, readers of the Herald could collect six tokens and then send
them with $25 plus $5 for postage and package to claim a digital
camera with an RRP of $79. The self-liquidating promotion was covered
by PIMS-SCA o give fotal financial security for the newspaper. The result
was amazingly successful, with the uptake 18 times more than expected.

Case study 27 - Golden Wonder ‘Crack the keycode’

To increase penetration, Golden Wonder ran an on-pack promotion to win
one of 25 brand new special edition VW beetle cars. PIMS-SCA hosted
the promotion and covered the cost of 24 out of the 25 cars on offer
should consumers successfully crack the winning eightdigit codes devised
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for each car, Golden Wonder only covering the cost of one. If no one
won a prize, all enfries were enfered in a free prize draw so Golden
Wonder had at least one prize winner.

Summary

Sales promotion agencies, handling houses, POP manufacturers,
promotional insurers, specialist printers, field marketing agencies and
premium sourcing houses form an infrastructure of businesses with one
common thread: making promotions work. There are others, too —
including the companies that supply off-the-shelf promotions. The trade
press regularly reports on them, not least because they provide a
substantial amount of advertising, and that makes much of the reporting
uncritical. You need to use the trade press and exhibitions such as Incentive
World to get a wider picture.

If you do any amount of promoting, you are likely to need all of them at
some time. It pays fo identify a company in each sector with a solid
financial basis, to consult with them at an early stage of promotional
development and to build up a long-term relationship. No promoter can
hope to develop specialist expertise in each of these fields. It makes sense
to use them for their skills. If you decide to put all your promotions to a
sales promotion agency, it still makes sense to know who it is using for
specialist services. One weak link in the promotional chain — whether it is
handling, premium sourcing or field marketing — is enough to destroy a
promotion. Promoters should be aware of the benefits of promotional risk
management and how it can impact on a promotion and ensure balance
sheet protection.

Self-study questions

6.1. What issues should you take into account when organizing a pitch
among sales promotion agencies?

6.2. What are the main things needed in a brief for a handling house?

6.3. What things can you use promotional insurance for, and why should
you do so?
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How to implement a
promotion

If you’ve followed the process so far, you will understand the crucial ingredi-
ents in devising a promotion. You’ll be clear that for your product or service:

there’s a marketing objective to be fulfilled for which you can specify a
promotional objective, such as increasing volume or gaining trial;

you know the strategic nature of the brand, its values and the offer in all
its elements (the six Cs) and you have researched your customers’ needs
and established their communication canvas;

sales promotion, as the part of marketing that focuses on behaviour, is the
right answer to a part of the marketing campaign that includes a need to
draw attention at a specific time and at a specific place to a marketing
activity;

you know how to convert the marketing objective into a promotional
objective by answering the question, ‘Who do I want to do what?’;

you know of the need to define success, pick a KPI and then measure it to
confirm that success (more of this in Chapter 9);

the processes of brainstorming, list making and mind maps have been
used to enable you to think imaginatively and creatively about promo-
tional solutions (from Chapter 5);

you have in mind the suppliers you can use and the ways in which they can
help you devise and implement an effective promotion (from Chapter 6).

The components

Now it is time to look at the nuts and bolts of implementing a promotion. This
chapter looks at five components of implementation: budget, timing, commu-
nication, logistics and legalities. It then sets out a simple cycle to take you
from initial idea to completed promotion.

1. Budget

In many cases, particularly if you are working in an agency, the budget is given
and you simply have to work within it. Will you be able to achieve all you want
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within the available budget? Are you sure? If not, go back to the beginning
and start again. It is best not to try to cut corners, as it is usually more expen-
sive in the long run.

What, though, if you have the freedom to set the budget? Money for promo-
tions comes from the same budget as money for every other part of the promo-
tional mix. Money for price promotions may be accounted for differently (this
is discussed in Chapter 12). There are five ways in which companies set their
promotional budgets:

1. They set the figure at what they spent last year, plus a little bit more for
inflation and any expected market growth.

2. They setitas a fixed percentage of turnover, established over time for the
company and industry.

3. They set it to be the same as, or in ratio to, what major competitors
spend.

4. They setit as the amount needed to achieve the defined marketing objec-
tives — that is, what is needed, no more, no less.

5. In these cost-cutting days, if you have not, through marketing accounta-
bility, shown value for money from all your marketing, then expect to be
given the same as last year or for the budget to be cut!

Marketing academics recommend that the precise amount required is what
should govern the budget. Commercial concerns override. Unfortunately,
unless you know what works, its exact cost and that it gave value for money,
you are stymied. In principle, budgeting precisely what you need is the right
way to do it. The only justification for spending money on promotional activ-
ity is that it will achieve marketing objectives that contribute to long-term
growth in profits. Relying on what your competitors are doing or on budgets
fixed by someone else in the past is an excuse for not thinking through the
business objectives that face you today. The WKS survey (see Chapter 2)
showed that few firms changed their budget year in, year out, so it reduced in
real terms, and they did not change what they spent it on either. They ignored
anything new — the new media, direct marketing, accountability and advertis-
ing other than press, TV or posters. ISP-exam students do call in to ask how to
persuade their boss, usually an account manager, to consider using a sales
promotion, rather than just advertising on its own.

Starting with a blank piece of paper each year is a difficult task and, in prac-
tice, companies use one of the first three methods, a combination of them, or
the last. However, for sales promotion, there is a particular reason for using
the precise — the academic — method. Promotions can be costed as a separate
and specific intervention in the market. The cost of the sales promotion and
the margin it generates can be compared to the margin you would expect to
make if you did not use the sales promotion. In fact it is wise to declare a
marketing budget in two parts: the maintenance element — what you need to
do to just stay in the market and the extra to achieve growth, etc. Mars, for
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example, used to allocate a substantial sum for the maintenance part — it had
calculated over the years what it cost to keep its market share steady. If you
have been set a growth sales target you will require an additional revenue-
generating promotional budget.

There is a simple piece of arithmetic that is basic to sales promotion and

deals with the relationship between promotional packs, proofs of purchase,
opportunities to apply (OTA), redemption rate and cost. In this example,
assume you are offering consumers the opportunity to mail in for a free model
car on a packaged grocery product. The sequence is as follows (the figures are
only illustrative to show the calculation and for comparison purposes):

1.

Your first decision is how many labels to print the offer on to. Assume you
want the promotion to last for a month. Take a month’s volume, add 10
per cent for extra uptake and you can calculate the number of promo-
tional packs required as being, say, 250,000.

Next, decide how many proofs of purchase you will ask consumers to send
in. Set it too low and your regular consumers have no incentive to buy
more. Set it too high and your less regular consumers have no chance of
participating. A good rule of thumb is to set it at the average level of
purchase of the category (not your brand) in the promotional period —in
this case, a month. Assume, on this basis, you decide on five proofs of
purchase.

Now you can calculate the OTA. This is the number of promotional packs
divided by the proofs of purchase. It is impossible for there to be more
redemptions than this. In this case the OTA is 250,000 + 5 = 50,000.

Now you must estimate the likely redemption level. This depends on the
attractiveness of the premium, the ratio between proofs of purchase and
purchase frequency, the amount of support you give to the offer, the
strength of your brand and a host of other factors. Assume in this case a 6
per cent redemption rate. The calculation is then the OTA multiplied by
the redemption rate. In this case it is 50,000 x 6 per cent = 3,000.

Next you can bring in the cost of providing the model car and receiving
and handling applications. In the discussion on handling houses in
Chapter 6, it was suggested you ask the cost of handling, etc. Suppose
there was an estimate for handling a model car, which costs £1.00, of 80p.
The total cost per redemption is thus £1.80.

Now you know the cost of this part of the promotion. It is redemptions
multiplied by the cost per redemption, in this case 3,000 x £1.80 = £5,400.
You can add to this the cost of artwork, special printing and other support
for the promotion. Assume this is £5,850, giving a total of £11,250.
Finally, you can express this figure as a cost per promoted pack by divid-
ing it by the number of promoted packs. In this case itis £11,250 + 250,000
=4.5p.
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This last is a very useful figure. You can use it to compare the costs of different
promotions on a like-for-like basis. You can use it to calculate how many extra
packs you need to sell for the promotion to break even. If the cost is too high,
you can also use it to go back to your calculations and try to find savings — for
example, by asking consumers to contribute to the cost of postage, finding a
cheaper model car, or increasing the number of proofs of purchase.

If you are running a coupon (see Chapter 12 for details), the same calcula-
tion applies. Remember that the OTA are not calculated on the readership of
anewspaper but on its circulation. Those with a higher number of readers per
copy may have a higher redemption rate, but a coupon can be cut out only
once.

You will also need to keep a careful watch on VAT. HM Revenue and Customs
produces a series of booklets dealing specifically with promotions, business
gifts and retail promotional schemes. They are, of course, subject to change,
so you should make sure you have up-to-date copies to hand.

2. Timing

Sales promotions are often run to meet short-term market needs. They must
also work with the lead times of intermediaries and suppliers. This makes
timing a critical issue and one about which there is often conflict. It is impor-
tant to be clear from the beginning about the following time constraints:

when the promotion is needed to impact on the consumer;

how long it will last;

how that relates to the purchase frequency of your product or service;
what lead times intermediaries require;

how long you have for print and merchandise delivery;

when you need your promotional concepts ready.

The time available at each stage strongly affects what can and cannot be
achieved. Managing this can be significantly helped by the use of simple
project management tools.

3. Communication

Every promotion is communicated in or on material of some kind. The
options include:

the wrapping of the product;

leaflets in or with the product or service;

leaflets separate from the product or service;

advertisements in the press or on radio, TV, the internet or posters;
sponsored shows or events;

posters, stickers and other support material;
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® sales aids;
® mailshots;
® mobile marketing.

At an early stage, you need to identify ballpark costs for what you want to do.
You can firm them up later, but you need to know that the promotion is, in
principle, affordable. To do this you need to:

select the appropriate communication media;

estimate the quantities needed;

estimate the specifications (colour, weight, frequency and so on);
estimate artwork, photography and other design requirements, and
obtain ballpark costs at first and detailed costs later.

This can involve a great deal of phoning to print, media and other suppliers.
A useful short cut is to obtain one of the published guides to print and media
prices and base your estimates on that. Another is to keep a file of all promo-
tions that you have costed and cannibalize the prices. Sales promotion agen-
cies tend to be particularly good and quick at this, as they have a wealth of
experience to draw on.

While the nuts and bolts are being developed, time can be spent drafting
the words that will be used to communicate the promotion. There are always
two parts to the verbal presentation of any promotion: the upfront claim and
the technical details, rules, instructions and other essential, but secondary,
information.

It is common for agencies to present concepts showing what the printed
material and advertisements will look like. This has one major danger: until
the copy or scripts are written it is impossible to know how big the printed
material will need to be. Often the concepts are presented and the budgets
agreed but later someone has to ask for an increase in budget because the
leaflet needs an extra page.

Write the copy or script first, even if only roughly. This will guide the design-
ers and enable them to create a far better visual concept. Experience shows
that the tighter the brief given to designers and copywriters, the better the
results and the greater control you have over costs.

Use the websites of the ISP and DMA to obtain examples of the wording
needed for coupons, etc. The Royal Mail on its website gives updated exam-
ples of direct-mail costs for different sizes of mailings.

Keep the creative approach simple. You have very little time to communi-
cate your concept to the consumer. It is better to have a “Win a holiday’ head-
line than ‘Bloggins summer spectacular’. The first communicates the benefits,
the second nothing to those not directly associated with Bloggins.

You’ll also need to consider how the offer will be presented graphically.
Whether it is communicated by leaflets, advertisements or in a small space on
a pack, some form of graphics is needed. Even if you are doing the promotion
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yourself, some help will be needed here. Itis important to reflect the style and
feel of the offer in your graphic design and (if possible) enhance the underly-
ing values of your product or service.

4. logistics

Every promotion requires something to be given away — whether it is a prize,
a coupon, a free mail-in premium or a charity donation. Having isolated what
the offer consists of (win a holiday, send in for a kitchen knife, redeem a 25p
coupon), it is possible to do the following:

® draw up a specification for the items involved;
® cstimate the quantity needed;
® obtain at least ballpark costs.

Again, it is helpful to have reference books to hand to short-cut the process of
phoning or writing for samples and prices. Do use the websites for examples.
You can then turn to the operational characteristics of the promotion — how
the promotion will actually work:

Who will do what?

Where will items be stored?

How will they be distributed?

What resources are needed at each stage?

What comes into this depends very much on the scale of the promotion and
on your own resources. For a simple retail promotion, it may be no more
complicated than arranging the printing and distribution of POP material.
Other promotions can be very much more complicated and can involve
marshalling half a dozen different organizations, a dozen types of printed
material and offer materials of many kinds.

You’ll need to ask yourself how feasible your promotion is. Be aware that
much POP material is either never displayed or not properly displayed by
retailers ( The Handbook of Field Marketing by Alison Williams and Roddy Mullin,
published by Kogan Page, explains how to overcome this). A brand manager
once bought some excellent deckchairs at an extraordinarily good price for
use as a dealer loader (these are gifts given to retailers — see Chapter 13). It
meant that his dealer loader offer would be far better than usual and far supe-
rior to those of his competitors. Unfortunately he overlooked the fact that
most of the sales representatives were on the road for three days at a time
making 15 calls a day. The brand manager had forgotten to consider how to
fit 45 deckchairs into a Ford Escort. However, before you decide your promo-
tion is not feasible, ask yourself how it can be done rather than accept that it
cannot. Be positive. Only when every option has proved impossible should
you give up. After all, your great idea deserves to see the light of day.
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5. legalities

The legal and self-regulatory controls on sales promotion are discussed in
Chapter 8, but it is worth mentioning the subject briefly here.

It’s best to start with the positive values that exist in your brand and in your
relationship with your customers. Creative promotions have their origins in
the values of a brand, in a shaft of lateral thinking that captures the imagina-
tion and fits the brief like a glove. However, sometimes you can get carried
away with enthusiasm.

Ask yourself: does the activity conform to the various codes of practice and
the law? If it does not, then the worst thing you can do is to try to bend the
promotion to fit. This usually ends up by emasculating the promotion and
making it too complicated.

Remember also to check how the activity will reflect on the promoter. Short-
term gains that are achieved by not fulfilling the expectations of the consumer
will damage the company’s reputation in the longer term. If something looks
too good to be true, it probably is: remember how the Hoover flights promo-
tion (see Case study 37) almost killed the company.

Averysimple rule to follow is to put yourself in the position of the consumer
and think how you would feel about being made this offer. In writing about
direct marketing and door-to-door or mailshots I have always advocated trying
it out with a letterbox — especially with other post. Does it look sufficiently
different and exciting when it falls to the ground in a pile? If you would be
unhappy, then so will your targets. You may also think again of your imaginary
village and see how its inhabitants would react. ‘Do as you would be done by’
is as applicable to promotions as to the rest of life. Think highly of consumers
— they are neither stupid nor gullible.

A structured process

Managing the implementation of a promotion is no easy task. It helps if you
divide the work into three stages from brief to implementation, each sepa-
rated by evaluation and decision phases, and resist the temptation to go
straight to the detailed development of the first concept that comes to mind:

Stage 1: Think through the possible solutions to the promotional brief. Define
success. What KPI will you use to measure it? Reserve some budget to
measure the KPIL

Stage 2: Develop your leading concepts in outline form.

Stage 3: Develop the top concept into an operational plan. Recheck the KPI.

Below, we look at each of these three stages in turn, focusing on the work to
be done at each stage — possible solutions, outline development and detailed
development. Keep the stages separate, but remember it is all one process.
Think of the stages as a series of loops.
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Stage 1: Possible solutions — Feasibility

Bear in mind the promotional objective and the promotional brief. Define
success and set the KPI you propose to use to measure success. List possible
concepts. Each concept should be described in a dozen or so words, often
with further possibilities in brackets. A concept could be described as ‘Compe-
tition — spot the ball (try a variant?) — holiday prize (Tenerife? Florida?) — plus
vouchers for everyone who enters (if they cost less than £500).” Another may
be even less specific about mechanics, but focus more on a theme: ‘Win a
holiday — competition or free draw — total prize pot £10,000.

Now you have to apply a rough filter to the ideas you have developed. Figure
7.1 shows how it looks in flow chart form. This stage is the top part of the
figure.

In the shortlisting phase, you will need to go back to the marketing and
promotional objectives and see whether or not your brilliant idea is likely to
achieve them. Keep the promotional brief to hand and remember how you
defined success. To continue with the lager example from Chapter 5, will
promoting it in tennis clubs really achieve a sufficient increase in sales? If it
won’t, you’ll have to start again. Be particularly careful of the promotion that
grips the customer, but not the objective. Sales promotion is there to meet a
marketing objective, not simply to engage the customer.

Depending on the brief, you will end up with as few as one or two possible
solutions or as many as half a dozen. You can take these forward to outline
development. Typically, a sales promotion agency brings these items together
on a ‘concept board’. This is a rough illustration with the key message on it
that instantly communicates the offer, backed up by one or two sheets of A4
on which are set out how the promotion will work and what it will cost. If you
are doing it yourself, you will still need to see what the offer will look like and
note down its key costs and operational characteristics.

Stage 2: Outline development — Checking

The task now is to flesh out the details of your shortlisted concepts and to
establish whether or not they will work in practice. This process is shown in
the middle part of Figure 7.1.

Working up the shortlisted concepts is not a matter of doing different
things to the first stage — it is doing the same things in more detail. So, for
example, you will work out the detailed print specification and start writing
the body copy. This process will narrow down the candidate concepts. You
know that the concepts you are left with will work and how they will work.
These are the concepts to choose from. Now is the time to go back to the
promotional brief and critically examine each candidate concept against it.
Which really fits best? Which has strengths in one area butloses outin another?
Which really meets the promotional objective? Which gives the most added
value? And which will turn on your target audience the most?
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For a big promotion, formal research is often advisable at this point, but
research of some kind can be done for every promotion — simply by asking
people you know. Friends, colleagues at work, customers —all can be subjected
to what is often (unfairly) called ‘the idiot test’. Simply line up the concept
boards, ask them to think themselves into the position of the target audience
and rate your concepts on three criteria: clarity, attractiveness and accessibil-
ity.

It is surprising (and mortifying) how often your favourite concept will leave
other people cold. You are too close to it to be objective yourself. And even if
the concept is clear enough, there will be points where it can be improved
and ideas for these tweaks will come from the most unlikely sources.

At the end of this process, you are in a position to select the top concept. If
it fits the brief like a glove and excites the people you show it to, you know you
have a winner on your hands. At the very least, you will have a sound, workable
promotion that meets the brief you set. Now it must be turned into physical
items, such as leaflets, posters and the like.

Stage 3: Operational plan — Implement

This stage takes your top concept through to implementation. The elements
of this stage are shown in the lower part of Figure 7.1.

This is the stage at which to check the criterion for success, set the KPI to
measure and the budget to carry out the measurement, and to finalize and
check all the secondary copy for the promotion — entry instructions, rules,
descriptions of the prizes and so forth. It is imperative to follow the Code of
Sales Promotion Practice in doing so (being updated as this is written — use
the internet to check and see Further Information Chapter). The rough visual
also needs to be turned into artwork for all the various printed items for the
promotion. Outside help will almost always be needed here.

The materials necessary to the promotion can now be obtained. It is
normally possible at this stage to beat the ballpark prices obtained earlier
because you now have a firm intention to proceed, so it is worth shopping
around for better prices.

It is particularly important to pay attention to the operational plan. Many
promotions fail despite excellent concepts, superb designs and exciting offers
because a simple error has been made in the administration system. It is vital
to go through this in the finest detail and to ensure that every aspect of deliv-
ery, handling and distribution is fully organized. Handling houses, and other
suppliers described in Chapter 6, are crucial at this stage. A detailed opera-
tional plan sets out exactly what will happen when, who will make it happen,
and how. A really tight plan leaves no room for error or misunderstanding
and saves a great deal of time in the long run. After a while, the framework of
a good promotional operational plan for your own company will become
established, and so the process of drawing it up will become quicker as time
goes on.
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The operational plan must include contracts with third parties. They are of
particular importance where the operation of a promotion depends critically
on another company performing functions delegated to it. Contracts should
always be drawn up for the following:

®  Joint promotions. These are a disaster if the relationship turns sour, and
one of the most effective ways of promoting if the relationship flour-
ishes. A contract not only establishes the ground rules, but also obliges
each party to think through all the eventualities before committing to
a promotion.

®  Agency relationships. A relationship with a sales promotion agency should
always be governed by a contract setting out mutual responsibilities.

®  Premium supply. Contracts beyond normal purchasing conditions are not
generally necessary if you are making a one-off purchase of premium
items. They are necessary if, for example, you are seeking to call off items
for a promotion in the future or if a special item is being made.

®  Others. Contracts are advisable with handling houses, auxiliary sales forces,
telesales operators and other specialists.

The formats of contracts vary enormously. Some companies write special
contracts; others use long and complicated standard contracts. Many find that
an exchange of letters backed by a set of standard conditions of trade provides
the best balance. As promotional redemption rates are not always predictable,
it is important to allow for changes in requirements in your contracts and to
know on what basis the cost of any extra work is calculated.

Finally, you should establish responsibility for the marketing accountability
and evaluation systems. You decided what success would be, you set a KPI and
you need to make someone responsible for measuring the KPI. When you
have the KPI results collected you will be able to evaluate the actual results
against your definition of success. It is too late to think about how to evaluate
a promotion after it has been run, when you have missed the opportunity to
record much of the information. The time to do this is beforehand. There are
various key measures that will flow from your objective, discussed further in
Chapter 9.

Implementation

Now it is time to run the promotion. A promotion set up along the lines of the
processes described here should run without a hitch, but itis always important
to monitor its progress and be prepared to react to unforeseen developments.
Redemption rates, in particular, should always be monitored closely against
the expected rate. Remember, too, that a promotion ends when you have
analysed all the available information to establish whether or not it achieved
the objective set and your definition of success, and to draw out whatever
lessons can be learnt. This is the subject of Chapter 9.
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Summary

Implementing a promotion is a logical three-stage looping process. It is a
mistake to try to take short cuts. The process can take a short time — just a
week if necessary. The benefit of a system is that it takes you logically
through all the stages and avoids costly mistakes. Following the system will
not guarantee world-beating promotions, but it will ensure practical,
workable promotions that achieve your objectives. It is vitally important to
attend to issues defining success and setting the means of measurement
(the KPI), budget, timing, communication, logistics and legalities in turning
a promotional idea into a fully fledged promotion, and then to evaluate it
so that lessons can be learnt before repeating the cycle. Look again at
Figure 4.1 as a reminder.

Self-study questions

7.1. What are the different ways in which you can set a budget for sales
promotion?

7.2. If you offer a premium with three proofs of purchase on 150,000
packs, how many opportunities to apply will there be?

7.3. What are some of the main issues to watch for in contracts for sales
promotional supply?
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Self-regulation and
the law

Promotional activity has long operated within the dual context of self-regula-
tion and legal constraint. As early as 1890, the leading poster companies set
up a Joint Censorship Committee to exclude objectionable posters. In 1907,
parliament passed the first of the modern pieces of advertising legislation, the
Advertising Regulations Act, which gave local authorities power to control
poster hoardings. Both these developments concerned posters — the most
publicly intrusive form of advertising. Both derived from an active public
campaign. They are a measure of the close relationship between self-regula-
tion and law and the impetus that public and political opinion gives to both.

In the UK the Information Commissioner’s Office issues guidance on
marketing by electronic means and the use of data, and warns that marketers
as the instigators of e-mail campaigns that use data collected unfairly will be
held responsible. The Gambling Act 2005 has probably had the greatest
impact on sales promotions since the third edition of this book (see below).
The Olympic Games legislation imposes a draconian regime on those who are
not official sponsors or licensees. A debate in the Houses of Parliament (in
January 2007) run by the Debating Group carried a motion that the law went
too far on this occasion.

The balance between self-regulation and law has varied over time, and
varies considerably between countries. Within the EU, Germany has tended
towards law, the UK towards self-regulation. However, the picture is not black
and white —all countries have a mixture of both. Moves to achieve an EU sales
promotion regulation, providing common rules throughout the EU on
promotional marketing, failed in 2005 and therefore the law of each country
has to be obeyed. In the Introduction I discussed the importance of building
long-term customer relationships, the foolishness of campaigns that under-
mine relationships, and increasing public concern about the ethical status of
the company behind the brand. Promoters who understand that will have
little trouble with either the codes of practice or the laws. However, both the
codes and the laws include details that are not obvious at first sight. You need
to take account of them in both the letter and the spirit.
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Self-regulation in the United Kingdom

The British Code of Advertising Practice (as it then was) was launched in 1961
and from 1962 was administered by a newly formed body, the Advertising
Standards Authority (ASA), which has an independent chair and a majority of
members independent of the industry. The system now covers both broadcast
and non-broadcast advertising as well as sales promotion and direct market-
ing. For non-broadcast advertisements and promotions, the ASA deals with
complaints on the basis of the British Code of Advertising, Sales Promotion
and Direct Marketing.

The Committee of Advertising Practice (CAP) is the industry element in
the system of selfregulation. It is made up of representatives of the various
trade associations that support the self-regulatory system, eg the Institute of
Sales Promotion (ISP), the Incorporated Society of British Advertisers (ISBA)
and the Direct Marketing Association (DMA). Its main purpose is the prepa-
ration and review of the Code of Practice. As this book goes to print the Code
is being revised.

The fundamental requirements set out in the Code in relation to promo-
tional marketing are that all promotions should be:

legal, decent, honest and truthful;

conducted equitably, promptly and efficiently;

seen to deal fairly and honourably with consumers;

in line with accepted principles of fair competition;

in line with the spirit, as well as the letter, of the rules, and not bringing
the industry into disrepute.

The Code is not a substitute for the legal protection of the consumer, producer
or distributor against fraudulent practice, but a complement to the law.
Promoters are expected to stay within both. Implementation of the Code is in
the hands of individual sales promoters, whether they be companies or agen-
cies. As with the law, ignorance of the Code is no defence for not following it.
If you have not already obtained a copy, phone CAP for one now or download
a copy from the CAP website (see under “Irade associations’ in ‘Further Infor-
mation’ at the back of the book). In July 2009 the ASA/CAP website included
the matters up for review in the CAP Code.

The implementation of the Code is the responsibility of the ASA. Of the
23,500 complaints in 2006, 364 non-broadcast complaints were upheld by the
ASA. These figures are typical of any year and represent a fraction of the total
number of promotions, but they involve some big names and some consistent
failings. Every month, the ASA publishes a report that details the complaints
it has upheld and some of those it hasn’t. Samples of complaints upheld over
the last few years highlight the issues at stake and form the case studies in this
chapter. Itis of note that recent complaints examined by the ISP’s compliance
division are featuring digital marketing and the excuse most often reported
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back is that the so-called digital experts did not know they were covered by any
regulations or codes. The ISP runs courses leading to a Certificate in Digital
Promotions to cover such delusions. The ASA already covers e-mails and text
message ads.

The ASA Council decisions can be (and are) criticized on two counts — as
being overly fussy and as being toothless. However, there is a reserve power
vested in the Office of Fair Trading to seek injunctions in respect of mislead-
ing advertising, which reinforces the self-regulatory system. Injunctions have
only been issued in a few cases in 20 years, but many companies (notably
tabloid newspapers) appear year after year for the same or similar infringe-
ments. In the final analysis, companies must support the self-regulatory system
—itis the means by which the industry ensures consumer confidence in adver-
tising and promotional claims and in the administration and execution of
promotions. Itis the reputation and standing of the whole marketing industry
that rest on compliance with the self-regulatory system and its rulings.

There are several regulars in the ASA’s reports. Many relate to availability,
participation and administration. Promoters are expected to have sufficient
quantities of their promotional products to meet likely demand. Phrases such
as ‘subject to availability’ do not relieve you of your responsibilities. Demand
should be estimated in advance, and you should also have plans to meet unex-
pected demand. If all else fails, an item of equivalent value must be offered. If
there are limitations on participation, or any costs that consumers may incur
in taking part, they must be clearly stated. Also, arrangements must be made
to dispatch goods within 30 days.

Promotions directed at young children are an area of particular sensitivity,
not least because children are such keen participators in promotions. The
Code requires that such promotions should be for products that are suitable
for them. They should not take unfair advantage of children’s lack of experi-
ence, encourage them to make excessive purchases, or cause conflict between
them and their parents. Obtaining parental permission for a child’s participa-
tion is often a good idea.

The word ‘free’ is one of the most powerful available to promoters, and its
use is closely governed. If the consumer has to pay for anything other than
postage, it may be a fine promotional offer but it is not ‘free’. This applies to
a contribution towards a mail-in item and the cost of premium-rate telephone
lines as much as the requirement to make a purchase before taking up the
offer.

The most unnecessary area of complaint relates to the rules of promotions
— unnecessary because it is not difficult to get the rules right. The Code
provides a list of rules that should be included in competitions, free draws and
instant-win offers. Keep them simple if possible, but always include entry
conditions, the closing date, a description of the prizes, the criteria for judging
entries and the availability of a winners list.

Within the British Code of Advertising, Sales Promotion and Direct Market-
ing, CAP has produced specific rules for the advertising and promotion of
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alcoholic drinks, financial services, vitamins, health products, slimming prod-
ucts, cosmetics and medicines. There are also specific rules about environ-
mental claims, distance selling, employment and business opportunities.

How do you make sure you stay within the Code? The CAP, which writes the
Code, operates a fast, free and confidential Copy Advice Service, dealing with
over 10,000 enquiries a year (for the telephone and fax numbers for this
service, see the Advertising Standards Authority, under “Trade associations’ in
‘Further Information’ at the back of the book). Examples of the updates CAP
sends out to subscribing members are address changes and updates on the
course of consideration and reconsideration of the ‘independence of prize
draw observers’.

However, there is a downside to this: if you fail to follow the advice of the
CAP because you disagree with it, you will not have a leg to stand on if there
is a subsequent complaint. For this reason, members of the ISP often prefer
to use the ISP’s Legal Advice Service. Going to the CAP is a bit like going to a
police officer to ask whether or not what you want to do is within the law.
There are also various law practices offering advice on sales promotion law.

Producing codes of practice has become a growth industry. Many of them
are turgid, repetitive and entirely without teeth. Just as clubs think they need
ties, so trade associations think they need codes. You should make your own
judgement about what codes matter in your business. There are references to
sales promotion in codes for business sponsorship of educational materials,
for financial services promotion produced by the various financial regulators,
for the pharmaceutical industry and for many other industry associations.
The following codes can be particularly relevant to sales promotion:

British Promotional Merchandise Association Code of Practice;

Direct Marketing Association Code of Practice;

DTI Code of Practice for Traders on Price Indications;

International Code of Sales Promotion Practice;

Mail Order Traders’ Association Code of Practice;

Promotional Sourcing Association Code of Practice;

Promotional Handling Association Code of Practice;

Independent Committee for the Supervision of Standards of Telephone
Information Services Code of Practice;

® The Internet Advertising Bureau (IAB)‘ Good Practice Principles’.

The codes frequently change, so it makes sense not to reprint them here, and
some are subject to a charge. However, do get hold of up-to-date copies of
those that affect you, using ‘Further Information’ at the back of the book. The
IAB’s self-regulatory guidance is fairly recent and requires those who sign up
to give notice, offer users choice and educate.
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UK law

More than a hundred laws affect the conduct of sales promotion. Some types
of promotion — particularly involving packaging, product safety and state-
ments at the point of sale — are subject to local authority trading standards
officers. Legislative teeth have been given to the ASA by the 1988 Control of
Misleading Advertisements Regulations, which give the Director General of
Fair Trading the power to take out a court injunction against an advertiser or
promoter that continues to use an ad or promotion that the ASA has ruled
against.

None of these regulations was actually designed to control sales promo-
tional activity. They were designed, for example, to control consumer credit,
gambling, trade descriptions and so forth. It is not surprising, therefore, that
the legal framework for sales promotion derives from small sections of a large
number of Acts.

The Gambling Act 2005 led to a complete change in the regulation of prize
promotions. Philip Circus, a partner of Lawmark and the British Promotional
Merchandise Association’s legal adviser, writes:

The biggest change is that the Act allows lotteries in sales promotion — or to be
exact it redefines ‘lottery’. Schedule 2 of the Act tells us that a lottery will only
exist if people pay for goods or services at a price or rate which reflects the
opportunity to participate. So, if the price is not loaded to take account of the
promotion, then promotions based on chance, such as instant wins requiring
product purchase, will be acceptable and there will no longer be any need for
a free entry route. As far as competitions are concerned, that is games of skill,
the existing restrictions involving forecasting the result of future events are
now under ‘betting’. With multi-stage promotions, if the first stage is based on
chance, the whole promotion will be regarded as being based on chance. In
any other case, there is a complicated formula to determine whether the
scheme constitutes a valid competition. However, if a promotion does not
satisfy the new requirements as they relate to games of skill, the worst that can
happen is the scheme is regarded as a game of chance. And a game of chance
is perfectly legal so long as there is no loading of the price of the product
or service to take account of the promotion. What this amounts to is that,
so long as people do not inflate the price of their product or service, they
can run any prize promotion they like with any combination of skill and
chance. So in practice, promotions with prizes are going to be virtually free of
any legal control.

Philip Circus publishes new editions of his book from time to time — details of
the book and how to contact Philip are given at the end of this chapter.

The Scottish legal system differs from that in England, and some of the
relevant legislation differs in details from that pertaining to England. However,
for all practical purposes, the United Kingdom can be considered a single
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unit for sales promotion law and self-regulation, with the exception of the
Gambling Act 2005, which the devolved government of Northern Ireland has
chosen not to implement. Accordingly, the law in Northern Ireland will
remain that which is contained in the Betting, Gaming, Lotteries and Amuse-
ments (Northern Ireland) Order 1985 — fundamentally the same law as existed
pre-September 2007 in the rest of the UK. As a result of this, promoters and
agencies will need to consider whether: 1) to exclude Northern Ireland from
UK prize promotions based on chance in order to take advantage of the new
definition of ‘lottery’ that allows games of chance linked to product or service
purchase at its normal price; 2) to continue to offer a free-entry facility to
Northern Ireland participants; or 3) to offer a free-entry route across the
whole of the UK. Further advice on these issues can be obtained from the
ISP’s Legal Advisory Service.

The European dimension

A measure of coordination between self-regulatory systems in Europe is
achieved through the European Advertising Standards Alliance (EASA).
EASA brings together the advertising self-regulatory organizations from 23
European countries and five non-European countries. One of its functions is
to act as a postbox ensuring that cross-border complaints are sent to the rele-
vant national self-regulatory body.

As far as law is concerned, the rules vary throughout the European Union.
Germany has the most restrictive rules, although some liberalization has taken
place in recent years. However, other EU countries have serious restrictions
on promotions. For example, France has limits on the value of premiums (no
more than 7 per cent of product value), and in Portugal and Spain it is often
necessary to obtain a licence to run a promotion. In Italy, all promotions need
to be notified to the authorities, and in Belgium all promotional games of
chance are illegal. So it is a complicated situation on which promoters need
to seek professional advice.

Some firms have legal networks across Europe and a promotion can be
checked out, however it is time consuming and expensive. Basic guidelines
can be supplied by Lawmark, the Marketing Law Advisory Service. Lawmark
can usually help additionally in respect of most countries outside of the
United Kingdom.

Case studies

Five of the following case studies are taken from ASA reports and deal with
typical infringements of the Code. Some are obvious, some less so. In answer-
ing the questions that follow each example, bear in mind that the ASA Council
is not infallible — it may make judgements that you or others want to dispute.
The sixth case study is how a Holsten Pils promotion got round the act relat-
ing to free bets.
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Case study 28 - Coca-Cola

Coca-Cola ran a promotion in January 1990 headlined ‘Free music —
10,000 music vouchers to be won.’ To take part, consumers had to phone
a premium-ate telephone number, at that time charging 38p per minute at
peak times. People complained that this meant it was not ‘free’; consumers
effectively paid to enter and Coca-Cola benefited from that payment.

The ASA upheld the complaint. Although there was an option to partici-
pate by post, it was only possible to do so after 30 April — three months after
the promotion began [ASA Report 184, August 1990).

What steps could Coca-Cola have taken to keep this promotion within the
Code if it still wanted to use the word ‘free’® If it didn't use the word ‘free’,
how else could it have described the promotion?

Case study 29 - Vauxhall Motors
The company offered ‘£ 1,500 cashback’ on its Astra GTE and £1,000 or

£500 on other Astra and Nova models in a series of press ads in 1991,
People complained that, when they went to the showroom, they found that
the £1,500 cashback didn't apply to the GTE Convertible, and that some
of the other models featured in the ads were not available.

The ASA criticized Vauxhall for not making it clear that different cashback
arrangements applied to the GTE Convertible as compared to other GTE
models. It also criticized the company for not extending the cashback offer
when it ran out of stock during the promotion, particularly as it was continu-
ing to run ads for it (ASA Report @, February 1992).

How could Vauxhall have ensured that the consumer offer on the GTE
Convertible was clear within the meaning of the Code? Assuming all the ads
were booked, what steps could Vauxhall have taken to ensure that it stayed
within the Code when stocks ran oute

Case study 30 - The Express

The paper ran an offer in 1993 headlined on the front page: 'Free
ice-cream for every reader.” In fact, the voucher inside the paper entitled
the reader o a double scoop of Thornton's ice-cream for the price of a
single scoop, as long as one scoop was a specified flavour. The ASA
upheld the complaint (ASA Report 31, December 1993).

What words could the Express have used in ifs frontpage headline to keep
within the Code? Would it have been acceptable within the Code for the
resfriction to specified flavours to have been in small print on the inside?



Selfregulation and the law 125

Case study 31 - The Sun

In 1996 The Sun ran an offer headlined on the front page: This paper
gives you a FREE go in fonight's £30m lottery ... YOUR FREE National
Lottery Syndicate ticket is inside The Sun today... and it could win you a
share of tonight's £30m roll-over jackpot. That's right, it could be youl” On
page 3, the paper continued, 'Play SYNDICATES for £30m fonight.”

In fact, The Sun had not bought its readers a ‘free go' in the Lottery. It had
bought 40,000 tickets, one for every hundred copies of the paper sold.
Readers could, at best, expect one-hundredth of any prize. Also, the forecast
jackpot was not £30 million, but £23.8 million. The ASA said the promo-
tion was misleading (ASA Report 61, June 19906).

How do you think this promotion differs from the Sellotape promotion
(Case study 40), which was not criticized by the ASA2 How could The Sun

have rephrased its promotion to keep within the Code?

Case study 32 - Balkan Holidays

The company ran a brochure ad in 1996 claiming, ‘Free up o age 12!
All twoweek beach holidays and two-centre beach/mountain holidays to
Bulgaria.” Unfortunately, it was not frue. People complained that some
holidays did not have free child places. The ASA upheld the complaint
(ASA Report 67, December 1996).

Would consumers have a case in law for holding Balkan Holidays to its offer
of a free child place on dll holidays2 How effective do you think the ASA has
been in persuading advertisers not fo make misleading offers of this kind?

Case study 33 - Holsten Pils Challenge: free bet

The aim of this promotion was fo generate frial and increase onrade
volumes particularly amongst loyal purchasers — who do not change their
habits — typically buying only a single bottle per session and disliking trends
or new fechnology, but who do like betting. Cognito Marketing devised @
free £5 bet as a promotion for two botile purchases, linked to Euro
Champion qudlifiers. The Gambling Act of 2005 states as a frader you
cannot offer a free bet as a promotion. By creating a predefermined sef of
outcomes, Cognito got round the Act. The result was an increase from 1.2 to
1.76 bottles per round purchased; a sales uplift of 30 per cent in
participating outlets. The promotion proved such a success it was repeated.
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Summary

Sales promotion is a practical, nuts-and-bolts affair and there are a lot of
detailed rules to follow both in the codes and in legislation. There are also
some broad principles that reflect good business practice. The collective
need of promoters to avoid intrusive legislation makes it important to follow
both the spirit and the letter of the ASA Code. Following the Code is not
difficult if you use one of the copy-checking services available to help you.
If in any doubt, contact the ISP (if you are a member) or a specialist law
practice. Each country has different laws governing sales promotion, and
you need tfo take them into account.
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Self-study questions

8.1. How do you make sure your promotional copy accords with the
codes of practice?

8.2. What are the most frequent causes of promotions being criticized by
the ASA2

8.3. What are the main principles of the codes of advertising and sales
promotion practice?
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Marketing
accountability and
research

Doing marketing accountability and research

Marketing accountability is best carried out by a marketer defining the sales
promotion success and setting the KPI, with someone else carrying out the
measuring and recording of the KPI. The marketer then compares the figures
with the definition of success, and an evaluation is produced.

Whichever way you go, it is important to be clear that marketing accounta-
bility and research is designed to produce actionable answers to specific ques-
tions that significantly affect the decisions you have to make. If the answers
are not actionable or their impact is insignificant, nothing will have been
achieved. This applies to all types of marketing accountability and research
discussed in this chapter. An IPA research report shows that return on invest-
ment (ROI) is not well understood — especially by marketers — so use a KPI.

Marketing accountability: how to define
success, set KPIs, and measure and evaluate
promotions

Sales promotions are undertaken to achieve specific promotional objectives,
which are normally part of a campaign to achieve a marketing objective.
They are undertaken in preference to other marketing activities because
they are thought to be the most effective way to achieve the task in hand. To
be effective, they must offer real benefits, and that normally costs money. So
itis absolutely critical that you ensure your promotions prove to be value for
money by defining the success criterion of your promotion, setting KPIs by
which to measure, measuring, and finally evaluating to see if you have
achieved success; otherwise they will not be as effective as they possibly can
be. The lessons learnt can be borne in mind for the next cycle of promotion
(see Figure 4.1).
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Far less accountability is undertaken in sales promotion than in other fields
of marketing. An IPA report shows that only 20 per cent of marketers evaluate
the effect of communications on profit. Yet they are now required to become
more accountable to retain their budgets and jobs. Interestingly the IPA
report shows that a campaign that has a focus on penetration (measure that!)
rather than loyalty is much more effective and with a direct response mecha-
nism it has a short-term appeal. Put the measurement in for a sales promotion
and you will record the increased penetration easily —it’s how many responded.
The reasons for not measuring are various:

¢ Individual promotions seldom have the budgets that justify an additional
amount for marketing accountability.

® Promotions can, in many respects, be measured by sales results.

® There is often not the time to define success, set a KPI, measure and
evaluate market accountability before the next promotion is due.

The point is made in the book Value for Money Marketing (by Roddy Mullin,
published by Kogan Page, 2001) that marketing accountability has to become
part of company culture before it is routinely applied. Those who do evaluate
their promotions after defining success, setting KPIs and measuring, know the
benefits it brings. Evaluation justifies budgets to the finance and accounting
people. In the current economic climate that need is even greater,

It is suggested that the marketing budget be split in two — the first part for
‘maintenance’ that is to retaining the existing market share level, and the
second part for revenue expenditure to achieve growth, the launch of new
products, etc. You will only know the maintenance figure if you have records
of marketing expenditure and market share over the years. This chapter looks
at the ways in which you can define success, set KPIs, measure and evaluate
your promotions; what you have to do both before and after undertaking any
particular piece of activity.

The purpose of marketing accountability

Like a lamp post, marketing accountability should be used to shed light, not
to lean on. It cannot make decisions for you, but it can narrow the areas of
uncertainty and limit the possibility of error. Once a culture of marketing
accountability is part of ‘the way we do things here’, there will be records of
what works and what does not. Marketing accountability is an iterative process
that will very rapidly save you money. There are three main stages of promo-
tional marketing accountability.

1. Think accountability

Define success. Set KPIs. Make someone responsible for measuring the KPIs.
Thinking accountability and planning for marketing accountability are excel-
lent inputs into strategic questions such as how to split your marketing budget
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between advertising, sales promotion, direct marketing and publicity. It has
the added benefit of providing evidence and facts to put in front of finance
directors to demonstrate the effectiveness of marketing and show value-for-
money marketing. It does assume that a culture of marketing accountability
exists and that all other marketing activities are also accountable in order to
make the budget allocations. Sales promotion will, of course, be on to a real
winner if it is the only accountable activity.

2. Measure

You can do this in a test stage to identify the particular promotional concepts
that will meet the objectives you have; you can monitor throughout a promo-
tion; or you can collate the collected measurements at the end. Be aware if
you are measuring a change in behaviour or attitude that you may have to
measure the KPIs before your promotional activity so you can record the
resulting change.

3. Evaluate

Compare the effect and impact of promotions you have undertaken with your
definition of success and feed this evaluation into the planning of future
promotions. A good evaluation system is used by all those in the organization
who run promotions, is consistently applied and makes the results available to
everyone who needs to know now and in the future. It is a key to collective
learning in any company or agency and, over time, becomes a valuable asset.

Keeping evaluation knowledge

The challenge in setting up an in-house evaluation knowledge system is
knowing what you need to record and what you can reasonably discard. The
challenge in operating it is finding the time to do the recording while the
evidence is still available, and knowing what to circulate, what to put on your
database and what to keep in manual files. Make the system too complicated
and you run the risk that it will not be used. Make it too simple and you will
not have the information you need next time round.

In sales promotion, this challenge is tougher than in many other areas of
business because promotions are so varied and so often conducted by staff
who move on to other jobs. Many agencies have built a spreadsheet of response
rates to different coupons, free mail-ins and other offers. These are invalua-
ble, but are at the pinnacle of a good system. The place to start is recording
the basic data for each promotion you run.

How an evaluation knowledge system works

The most practical approach is to produce a document wallet containing all
the key information about a promotion. You can organize your data under the
following four headings. Under the first three, you can either write an appro-
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priate paragraph or include a piece of paper in your file. The last one requires
you to stand back from the evidence and think.

1. Background and objectives

List here the products on which the promotion ran, the quantities involved
and the name of the promotion. Also record the three key points that led you
to undertake the promotion: the marketing objective, the promotional objec-
tives and the answer you gave to the question ‘Who do I want to do what?’
Including the reason why the objective was set (“‘We faced a major challenge
from a new competitor’) locates the promotion in a context that may be
forgotten in a year’s time if it is not recorded.

2. Description

This is a detailed description of what the promotion involved. You may be able
to include your operational marketing plan — but, before you file it, make sure
you update it to show what actually happened, not what you planned to
happen. Make sure you include:

the offer made to the consumer;

the mechanic (including detailed rules and entry requirements);
the operational structure (who did what, agencies and suppliers used);
communication materials (type and quantity);

media support;

timings;

trade/intermediary support;

sales force activity (if relevant);

the KPI used for measurement;

copies of all relevant printed or video material;

suppliers and contacts.

w

. What happened

There are three primary measures of the results of a promotion and they
relate, respectively, to promotional response, sales and finance. In many cases,
it is simplest to include the evidence in your document wallet rather than to
spend time entering it into another document. For example, if your handling
house gives you an analysis of applications for a free mail-in, simply include
that piece of paper. Make sure you cover:

®  Marketing accountability: how success of the sales promotion was defined,
was the KPI set reasonable, and a record of the KPI measurement, evalu-
ation and analysis of the result against the success criterion. You should
note whether the result met, nearly met or did not meet the success crite-
rion you set.

®  Promotional response: consumer uptake of the promotion, trade participa-
tion, the results of any market research or surveys undertaken, and a note
of any consumer, trade or sales force comments.
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®  Sales: sales figures for the periods before, during and after the promotion,
the results of any continuous surveys of market share, distribution and
penetration, and relevant figures for competitors’ products.

®  Finance: the cost of all material produced for the promotion, any trade
discounts, fees and other costs, and any calculations that you make about
the profit contribution the promotion made.

Sales and finance data will, in most cases, be information generated by other
parts of the company. Make sure you include information that helps in promo-
tional evaluation; do not include information just because it is there.

4. Analysis

Did the promotion work? How you answer this question depends on the
culture of the company. To listen to some brand managers and agency person-
nel, there’s never been a promotion that didn’t transform the fortunes of the
promoted product. For the analysis to be useful, however, you must be as
honest as possible. You should refer back to the promotional objective, the
brief and the success criterion and KPI you set.

You should include statistics — how the promotion performed against quan-
titative objectives set for participation, sales, penetration and market share
and how it performed against the operational marketing plan you set, the
budget and the timings. You should also include comments — an assessment of
the lessons learnt from it, particularly what you would do differently next
time, and the experience it has given you of suppliers, trade partners and
internal departments.

The analysis section is not just a matter of reporting that sales increased by
11 per cent against a target of 10 per cent. If a major competitor suffered a
production blip at the same time, you need to record it. Analysis is about why
a promotion performed as it did. The answers are not always easy to find, but
repeated and honest analysis makes the process easier.

What to look out for

Putting a promotion to bed with a document wallet containing the informa-
tion and analysis listed above is the basic building block of a marketing
accountability system. Before you put it away, though, you need to make sure
that:

® the wallet is indexed and accessible so others can find it;

® any basic data that can be held on a central database — for example,
response levels — are transferred;

® there is a debrief meeting so that experience is shared.

The enemy of good evaluation is the next job, but resist the temptation to
switch to it before you have finished.
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Taking these steps would, in most companies, transform the quality of
promotional evaluation. It would even give you the information you need to
enter your promotions for, and maybe win, an ISP award.

For sales promotion, marketing accountability can be used to address the
following type of questions:

Did the sales promotion achieve the objective?

What was the cost to achieve the objective of that sales promotion?

Was the sales promotion value for money?

How did the sales promotion compare in value-for-money terms with
other marketing activities or sales promotions we have used to achieve the
same objective?

® Was the KPI we used the most appropriate and was it effective?

The answers enable better planning next time.

Research

Research is useful to support decisions on the use of sales promotions in
general and choosing one in particular.

Questions that market research answers about attitudes to sales
promotions in general

® How do particular groups of intermediaries and potential customers
respond to sales promotional offers?

¢ What kind of promotional offer do they find most compelling?

® What other products and services would they link your own product or
service to for the purposes of joint promotions?

® How do they react to different kinds of charity offer?

® What frequency of purchase is it sensible to aim for in constructing proof-
of-purchase requirements?

® What was the impact of a promotion on brand values and on the reaction
to the promotion by those who did and those who did not take up your
offer?

These questions are answered by a mix of field research (where you ask people
or pay market researchers to ask the questions) and desk research (where you
find out and use the field research of others). A useful book is Why We Buy
(2003, Thomson Texere) by Paco Underhill.

Itis dangerous to rely on a hunch or ‘gut feel’. Do the research. There are
various ways in which you can go about doing promotional research:

®  Doing it yourself. This is the only way to undertake factual desk research on
sales patterns and evaluate it yourself, as only you will have access to the
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data. Because resources are normally limited, the more you can do the
other types of research yourself the more likely they are to be done.

®  Using specialist researchers. Most market research companies will undertake
promotional research, and a number have developed specialist method-
ologies in the field.

®  Including it in an agency brief. Sales promotion agencies now have longer-
term relationships with clients and often have in-house resources in
market research. It can make sense to build both a marketing accounta-
bility and a research element into every brief if you use an agency.

The greatest advances in this area have been made in promotions to children
and young people, where changing fashions have made it critical to under-
stand the issues that motivate them. Large-scale research can be too much for
one organization to undertake on its own, and there is immense scope for
alliances such as that between Cadbury Schweppes, Bass, Kimberly-Clark and
Unilever to pool research and database information.

Questions that market research answers to decide which sales
promotion to use

The following have a bearing on the selection of one sales promotional
concept over others:

® the level of response you can expect from a particular offer with particu-
lar entry requirements;

® the effect on response rates of changing a particular element in the
promotion, for example the number of proofs of purchase required or
the nature of the premium item;

® the clarity of communication in the particular way the offer is themed and
expressed;

® the effect on the image and value of your product or service made by a
particular promotional offer;

® the level of spontaneous interest in, and therefore the attractiveness of,
different promotional concepts.

The most sensitive issue is always the response rate. For a free mail-in this can
vary from 3 to 15 per cent or more. On-pack coupons can be redeemed at
rates of anything between 5 and 25 per cent. This variance has enormous
implications for your budget, so reducing the area of uncertainty is crucial. It
is important to be clear about which of these questions actually have a bearing
on your choice between a number of competing promotional concepts. In
many cases, all the concepts will have a similar effect on the image and value
of your product or service and it will be pointless to explore the matter
further.

The questions are best answered by desk research into data you hold from
previous sales promotions or from studying the data of others.
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Evaluative research

The straightforward in-house part of evaluative research is collecting together
all the factual data on response rates, sales patterns, consumer complaints
and other readily measurable variables. This type of evaluation should be
standard operating practice and is covered in the ‘Market testing’ section of
this chapter.

All mail-in promotions produce a list of people who took up the offer.
This forms an excellent basis for running a simple postal questionnaire.
Getting to those who did not take up your offer requires rather more effort
in list building, but it is important to obtain proper comparisons. More
in-depth research into consumer reaction to promotions can be obtained
via group discussions.

Desk research

Desk research has the major advantage that it can be done by yourself, at your
desk and at nil or low cost. If you can answer the questions — or at least narrow
the amount of uncertainty — by means of desk research, it is always best to do
SO.

There are three main data sources for desk research, and they can be built
up over time to provide you with the material you need to evaluate competing
promotional concepts.

1. Your own promotions

Details of your own past promotions are the best and the first form of research
data. An evaluation system is recommended in the section ‘Keeping evalua-
tion knowledge’ (page 129), which should be used after every promotion.

Using these data for research purposes means identifying similarities and
differences between past promotions and your promotional concepts, and
intelligently estimating from there. The data can also be used to identify the
promotions that will work with particular target groups and to achieve partic-
ular objectives.

2. Competitors’ promotions

Itis possible to build up a fair amount of market intelligence about the promo-
tions run by your competitors, their likely cost and their likely effectiveness.
It should be standard practice to buy every promotional pack and collect
every promotional leaflet issued by your main competitors. From these you
can list the nature of the offer, the entry requirements and the theme used.
Rather more detective work is required to gain an estimate of costs, response
rates and effectiveness:

® For a prize promotion, simply cost the prizes on offer. For a premium
promotion, obtain and cost the premium on offer. Make an estimate of
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the quantity of leaflets and other support material, and cost these too.
This should give a rough indication of budget.

®  Useyour own sales data, and continuous market research data if you subscribe
to them, to establish whether or not any discernible sales effect has been
achieved by your competitors’ promotions. Other tracking studies can
measure their impact on awareness, distribution and other variables.

® Make your own subjective assessment of the clarity of communication of
the offer, and its impact on brand values, awareness and other less quan-
tifiable measures.

None of this is an exact science, but the information will provide you with the
best available guide to what your competitors have found effective.

3. Wider promotional activity

There are various sources of information about sales promotions in a wider
sense. These include:

® trade magazines such as Sales Promotion;

® regular features on sales promotions carried in the weekly advertising and
marketing press, in particular Marketing, Marketing Week and Campaign;

® publications from the ISP and, in particular, the annual brochure describ-
ing winning promotions entered for the ISP awards;

® occasional research reports published by a variety of business information
and research organizations, including Euromonitor and Mintel;

® conferences on sales promotional issues, normally in London, at which
leading practitioners describe and discuss promotions they have under-
taken and trends in the industry.

Those few companies that employ an in-house sales promotion manager
benefit from the build-up of expertise in this area, and it is also a particular
strength of sales promotion agencies. However, anyone spending any signifi-
cant sum on sales promotion should make it their business to monitor and
evaluate wider sales promotional activity and learn from it.

Field research

Field research involves collecting information directly from the market by way
of a sample designed to be representative of your target market. There are
four main methods that can be used for promotional research:

1. Street interviews, which provide quantitative responses to a relatively
simple set of questions. As a means of testing the response to promotions
immediately after purchase, interviews outside superstores can be partic-
ularly effective.
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2. Hall tests (where consumers are invited into a nearby church hall or
similar venue), which also provide quantitative responses, but allow more
opportunity for detail. This can extend to creating a simulated buying
situation and comparing consumer behaviour.

3. Group discussions or focus groups, which provide considerable qualita-
tive information on consumer attitudes and are often used before quanti-
tative testing. Of all the methods, these are most likely to provide
individual and social feedback on promotional ideas.

4. Postal, internet (e-mail) and telephone questionnaires, which have major
cost savings over face-to-face interviews. Because of the need to see promo-
tional offers, their use in promotional research is really restricted to plan-
ning and evaluative research.

The use of all these types of field research is a science in itself and, as such,
is outside the scope of this book. However, there is a view that field research
should be treated with more caution in promotion than in other areas of
marketing. The reason for this relates to the gap between what people say
they do and what they actually do. It is well known that consumers under-
state their expenditure on socially disapproved activities such as smoking
and drinking. In the same way, they understate their enthusiasm for sales
promotional offers. Field research can be misleading if it takes at face value
what people say rather than what they do. In a debate in the House of
Commons on a market research subject, a number of market researchers
agreed they ‘adjusted ° the findings to match their perception of what they
felt their client wanted to read — unprofessional, though sadly understand-
able. Paco Underhill’s book Why We Buy is invaluable here, as it is all based
on what people do.

Market testing

Market testing overcomes the gap between what people say they do and what
they actually do: it measures actual behaviours in the marketplace.

This technique is prohibitively expensive for most applications of market
research because it involves placing a product or service out in the market
and producing it in uneconomic production runs. However, for sales promo-
tional research, it is much more feasible. It is often possible to sticker a small
quantity of a production run with a particular offer and use it as a door-drop
sample. In the retail food trade, it is no longer possible to test a promotional
offer in a particular store or area and measure the response, but it remains
possible to do so in the leisure trade. For service companies, the exercise is
even simpler — just produce a short run of the leaflets or other material
communicating the offer and try it out in one part of your market.

Clearly, there are logistical and planning aspects to take into account, of
which the most important is the time required to organize and evaluate the
test. Some promoters believe that the danger of good ideas being seen and
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adopted by competitors makes field testing impossible. Others believe that a
lack of field testing means that really innovative ideas are held back, as promot-
ers do not have the faith to take a risk. Back in the 1960s, it was standard
practice for Procter & Gamble to field-test promotions and develop innovative
concepts (see Case Study 48). One of the major advantages of a strategic
approach to sales promotions is that the time for proper market testing can be
built in.

Case studies

In earlier editions this chapter had no case studies, but in the last few years the
results of sales promotions campaigns have been measured. Readers should
refer to the following case studies for examples of excellent success; use the
list of case studies at the front of the book to locate them. For producing a
return that was 18 times higher than expected, look at Case study 26. For
examples of straightforward ROI, look at Case studies 5, 6 and 9. Other good
returns can be found in Case studies 35, 38, 40, 41 and 42.

Summary

Proper marketing accountability, defining success, sefting KPIs, and
measuring and evaluating make sure that you are getting your money’s
worth from your promotional expenditure and that you are spending it on
the right things. There is no excuse for failing to evaluate every promotion,
or for failing to do the basic desk research beforehand. This should be
planned into every piece of promotional activity.

Use of field research and market testing depends on your budgets, but
can only help to reduce uncertainty. In the end, research cannot make the
decisions for you, particularly in such a fluid and fastmoving field as sales
promotion. However, to help you plan in the future and compete for budget
with your finance director, marketing accountability is essential. Marketing
no longer has the luxury of not delivering value for money.

Self-study questions

9.1. What is the process of carrying out marketing accountability?

9.2. What must you record for effective evaluation?

9.3. What are the main types of research you can use in sales promotion?
9.4. Why do you think so little research goes on into sales promotion?
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Off-the-shelf offers

For all the variety of promotional objectives, there are some offers that come
up again and again — because they work again and again. An industry that
creates and supplies these offers to promoters has grown. The voucher market
is worth around £1.2 billion (British Promotional Merchandise Association,
2009). The definition of a voucher is changing as print is giving way to elec-
tronic coupons; they may now be called a ‘stored-value or prepaid solution’.
Many of them revolve around travel, hotels, theme parks, films and insurance.
They often offer a benefit out of all proportion to the cost to the promoter —
such as something worth £50 to your customers that only costs you £1.

Of course, the £49 difference has to come from somewhere. An immense
amount of ingenuity is put into devising offers of this kind, and most of them
are largely funded by a third party. There are some very good offers as well as
some distinctly dodgy ones. Before using any of them, it is essential to under-
stand how they work, what the people supplying them are getting out of them,
and what conditions apply to their use.

This chapter describes the leading off-the-shelf offers that businesses can
use, what to look out for and the questions to ask anyone selling you the latest
unmissable offer. By following the rules, you can snap up excellent deals and
avoid leaving behind you a trail of disappointed and angry customers. Some
of the off-the-shelf offers are changing as markets change. The long-estab-
lished free film promotion is hardly relevant any more (though it is touched
on), as only 5 per cent of the population now have film cameras; the concept
is, however, being changed for printing photographs from digital disks. The
growth of cheap flights too has had an impact on the effectiveness of promo-
tional flights.

Remember, sales promotion is constantly changing, so you should make
your own enquiries before using any particular offer. (The addresses of some
leading suppliers, or where you can find them, are given in ‘Further informa-
tion’ at the back of the book.)

Free accom mOthion
The offer

Free hotel room offers date back to 1971 and have been going strong ever
since. The concept is simple: you purchase a number of free-room vouchers
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from a specialist operator, which can be used by your customers to obtain free
accommodation at a specified range of hotels. The stipulations vary. During
the 1980s, the standard requirement was that consumers bought their meals
(breakfast and dinner) at the hotel. This would cost them £10 to £20 per
person per night. Over time, people became wary of overpriced hotel meals.
The offer now tends to be ‘two nights for the price of one’.

How it works

The logic of this offer is strong. Hotels have a high level of fixed costs.
However high or low their occupancy rate, they still have to pay their capital
costs and most of their staff. An empty room is revenue lost forever. The
‘free room’ concept meets the needs of hotels to fill rooms rather than
leave them empty. Satisfied guests can also be expected to return at a later
date, paying the full rate.

Hotels participating in such offers are generally privately owned and
smaller: the big chains are able to devise and advertise their own ‘bargain
break’ discounted weekends, which (in terms of the discount being offered)
can come to the same thing. Also, the larger hotels now outsource the staffing
and running of floors that are used only in the high season to save on costs
during less popular times when they close down floors.

Of course, if a hotel offered deals of this kind to everyone, it would soon go
out of business. So the offer must be restricted to people who would not other-
wise come, those who genuinely are ‘extra customers’. Free-room deals are
therefore communicated by companies that put together a list of hotels on a
national basis and make the offer available as a promotional tool. A newly
opened hotel may also supply very low-cost or free rooms, particularly suited
to those with time on their hands — and money to spend on extras (the over-
55s?). Saga, for example, and its members, is a user here.

What to look out for

A large number of companies supply free-room offers. Some are better than
others, and the concept is still getting a bad name as a result of some cowboy
operators. Customers can ring a hotel to book a room and find that it no
longer participates or that rooms are only available in the middle of February.
Sometimes they will find that the requirement to buy meals or pay for one of
the two nights has not been made clear, that prices are different from those
quoted, that they are accommodated in a second-rate annexe instead of in the
main building or that the price of the night they have to pay for is the same as
the cost of a weekend break.

All this rubs off on the companies that use such a promotion as a sales tool.
They are blamed — and rightly so. Giving your customers a duff promotion is
bad business, and ignorance is no excuse. Sadly, some very big companies
(and very big advertising agencies) are still making this mistake.
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The answer is to select a reputable company that has been operating free
rooms for some years, has a well-controlled and regularly inspected hotel
network and adopts a long-term and professional approach. There are several
of these companies; they are not much more expensive than the cowboys, but
they are infinitely better.

The characteristics that distinguish a good operator from a bad one are
straightforward. You can use these questions to sort out the professionals from
the cowboys:

® Do they operate a central reservations system?

® Do they ensure that bargain breaks offered by their hotels outside the
free-room service do not devalue that offer?

® Do they recommend (and insist on) a description of your promotion that
accords with the Code of Sales Promotion Practice?

® Do they provide evidence that the list of hotels is regularly inspected and
updated?

You would expect to pay, reducing per night pro rata, small nominal sums
to offer your customers three, 7 or 14 nights’ free accommodation for two.
Three-night offers are typically valid in small-chain hotels, longer breaks in
medium-chain hotels. Some operators also offer a ‘club membership’, which
costs more but is for any number of three-night breaks in a 12-month period.
Others offer a ‘holiday bond’ that gives £500 or £1,000 worth of accommo-
dation costs and amounts to much the same over an extended period. Costs
to the promoter for all these offers are substantially discounted for large
quantities.

Free rooms have deservedly been working successfully for over 35 years
and have been used to enormous effect by companies from banks to motor
manufacturers. Barclaycard, for example, issued 500,000 over a two-year
period to new users of the Visa card, with a very high level of customer satis-
faction. Saga has been offering its customers reduced rate hotel bookings
for some time, and usage of the vouchers is often as high as 30 per cent,
which indicates the high regard consumers have for them. There’s no harm
in running an offer that’s been used 10,000 times before — after all, straight
cash discounts have been used millions of times. The secret of successfully
using this offer, and most of the others in this chapter, is an accurate match
to promotional objectives.

Holiday vouchers
The offer

Holiday vouchers give customers a saving of around 8 per cent when they
book almost any package holiday, but with some operators the saving can be
as high as 11 per cent. The saving can be given in a variety of ways — as a cash
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discount, traveller’s cheques, a duty-free shopping voucher, free luggage or
any other item of equivalent value. The most popular are foreign currency
and cash discounts.

The size of the saving is also variable. It can be geared to the price of the
holiday booked, with more off for more expensive holidays. It can be a flat
sum with certain conditions, for example that the holiday booked be for two
adults for a minimum of two weeks or, on higher-value savings, that it is spent
on long-haul flights and holidays.

The advent of cheap flights and booking everything online has meant these
sorts of offers are probably less taken up, but for plenty of people a holiday
offer is still a holiday opportunity. In times of recession people look to ‘stay at
home’ or find holidays in their own country. The UK weather has probably
(again) put people off holidaying in the UK so this kind of offer may well
make the difference and prove a popular off-the-shelf promotion.

How it works

Customers achieve the savings by posting their holiday vouchers to a nomi-
nated specialist travel agent, together with the completed booking form from
the back of a tour company’s brochure. The travel agent deducts the value of
the vouchers from the cost of the holiday — or gives it in traveller’s cheques,
duty-free vouchers or any other product of equivalent value.

The price you pay to offer this deal varies enormously; it depends on the
volume and destination. The key to this offer is the discount allowed by
package tour companies to travel agents. This is normally 10 per cent, though
some companies also offer overriding volume discounts of 2 to 3 per cent.
This discount more than covers the cost of making the booking and process-
ing the travel documents. It is needed, however, to cover the overhead costs of
running a high street shop, staffing it through the week and providing the
advice that some customers require prior to booking.

If the job of a travel agency can be reduced simply to making the booking
and processing the travel documents, the cost of handling each booking falls
radically. This is what the specialists who provide holiday voucher offers have
done, and it is what enables them to offer savings of around £50 on a standard
family holiday.

What to look out for

There are very few drawbacks to this offer. Most people are quite capable of
collecting their holiday brochures, making their choice of holiday and
completing the operator’s form at the back. Perhaps unfairly, they can even
seek their local travel agent’s advice first! With the internet, though, most
websites show views and videos of accommodation, facilities and attractions —
so travel agents have little else to offer unless they have personal knowledge of
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the destination. That is often the case, with travel specialists taking up offers
to visit tourist and business destinations.

More than a dozen firms now offer holiday vouchers and travel agent chains
offer them too. Using a high street chain makes booking easy for customers,
but the savings tend to be lower than when using a firm that operates by post.
There are six main things to look out for in these firms:

1. Are they ABTA, IATA and ATOL bonded to act as travel agents?

Do they have experience of running this offer? It is very easy for an inex-
perienced firm to get its margins wrong and end up going out of business,
leaving your customers high and dry.

3. Isit the best deal available? Working this out requires some simple calcu-
lations to establish the level of discount being offered. If it is not a very
good deal, it is not likely to motivate your customers.

4. Are the conditions realistic’ Some operators insist on at least two adults
booking. This may be restrictive if you are selling to single people. Others
insist that people take out holiday insurance; you should check that their
price for insurance is reasonable and that they make it clear that custom-
ers can buy their insurance elsewhere.

5. What upfront price are you paying to participate? This varies greatly and
should be in proportion to the value of the saving to your customer. The
nearer a holiday voucher operator gets to rebating the whole discount,
the more it is reasonable to charge you. Some will, of course, try to charge
you at a high level as well as hanging on to a large chunk of the
discount.

6. Are all the relevant operators’ brochures included? Almost everyone
includes the main brochures, but if your market is young people, for
example, you should check that specialist brochures directed at them are
also included.

Discount coupons
The offer

The original scheme was the purchase of books of coupons — being revived as
this is written by, among others, the Westfield Shopping Centre. They fell out
of favour because consumers can find and print off the coupons they want on
websites, including TV and radio station websites; a firm offering this service
is CouponNet. Mis-redemption, where a retailer accepts a coupon whether
the customer has purchased a product or not, is rife in the grocery sector,
costing the industry £20 million a year, and the ISP launched a campaign to
stop the practice in 2007.

Several firms create and promote books of coupons that give savings on a
range of theme parks, family days out, restaurants, cinemas and services such
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as dry cleaning and film processing. Some of them are off-the-shelf. For
example, Entertainment International publishes 165 different ‘city books’ for
cities around the world. It also produces a ‘premier dining’ directory, complete
with membership card, offering savings at 400 UK restaurants. The tourist
industry is a great user of voucher booklets. It becomes economic to overprint
a standard product with your own brand name and message in quantities of
over 1,000. Direct Line insurance in 2007 offered, through door drops, a
booklet of vouchers for its own products.

The form of the saving varies greatly within each book. The main variants
are a 10 per cent discount, a £3 cash saving, children free with adults, one
admission free with a full-price admission, or one free course in a meal for two
people. They vary as widely as this because each participating outlet deter-
mines the deal it wants to offer.

Most of these discount books or cards are themed on entertainment and
leisure. For large quantities, specials can be constructed. For example, Barclays
Bank wanted a reward for 16- to 18-year-olds opening a bank account. Entitled
‘Student cash code’, it offered savings with Red or Dead, Fosters, WH Smith,
the Youth Hostel Association, Pilot Fashion, Sony Music, Deep Pan Pizza,
Warner Bros cinemas and others. The cost was surprisingly low. A 24-voucher
version of this cost £1.72 for 10,000 in 1996 and just 47p for quantities of over
250,000. On the theme of ‘Get together with your mates’, Ruddles inserted a
12-voucher book offering over £200 in savings in four-packs sold in the off-li-
cence trade. The vouchers were redeemable in places including the Snow-
Dome, the London Dungeon and the American Adventure Theme Park. The
unit cost to the promoter was about 20p.

In a different part of the market, the Financial Times ran a promotion early
in 1994 offering ‘lunch for a fiver’ and featuring a range of leading restau-
rants. The original promotion was followed up with a ‘gourmet breaks in
France’ offer. This required readers to collect 12 tokens published in the
paper over a fortnight and send in £10. In return, they received a directory of
French hotels and a further offer for P&O ferries. Altogether, 8.7 per cent of
Financial Times readers responded, and sales increased by 6 per cent on week-
days and 4.5 per cent on Saturday. Fundamentally the same offer, targeted at
totally different lifestyles, it is as effective at the top and the bottom of the
market. This type of promotion has continued since that time. In April 2002
and every year since (including 2009), the Daily Telegraph offers meals for a
fiver after collecting sufficient vouchers. John Lewis offered vouchers for free
bottles of wine alongside a lunch.

Online coupons are an alternative to offline media, where door-drop or
postage costs are rising. Brand managers and retailers cannot afford to over-
look the internet as a means of targeting new customers and motivating them
to go in-store and purchase products.
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How it works

These are very much two-way promotional tools. Participation is sold to those
offering the discounts on the basis that it will bring in extra custom from
those to whom you have given the vouchers.

If a holidaymaker seeks out a restaurant or museum on the basis of possess-
ing a discount voucher, then that is certainly true. Everyone is happy — the
participating outlet that gets the extra business, the customer who makes the
saving and you (the promoter), who have paid very little to give the books of
coupons in the first place.

What to look out for

The drawbacks arise in the small print. A big directory can turn out to
include only a few restaurants or parks near where any single customer lives;
there may be limitations on the days of the week when the offer is valid; the
location may offer its own superior offers, which make yours look second-
rate; and there may be tiresome restrictions, such as on the use of credit
cards. And, of course, not everyone wants to plan their leisure time round a
set of discount offers.

Consumers can see these offers as a substantial and attractive bargain, but
the offers can also be devalued by offers that seem too good to be true and
end up being a con. An offer of ‘£100 of savings’ that turns out to be £90 off a
£1,000 cruise plus a host of 10p coupons would certainly be misleading. It is
important to ensure that any discount coupon really does offer genuine
savings and that it is not talked up beyond what it really delivers.

Two-for-one flights

The offer

The cheap air flights offered by Ryanair and easyJet have reduced the value of
these flight offers, especially when their flights are free or on offer at a penny
per head, but for completeness here is the detail. These offers work on the
simple proposition that one flight is free when a second flight is paid for at the
normal rate. There are numerous variants on the theme. In 1996, Guinness
offered instant-win prizes of free flights on its draught bitter, plus the oppor-
tunity for all purchasers to obtain half-price flights with British Midland to
Paris, Amsterdam and Brussels in return for four ring tabs. Barclays Bank
offered the chance to ‘Fly free with Virgin Atlantic’ to those opening new
savings accounts.
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How it works

Airlines face the same situation as hotels: an empty seat is revenue lost forever.
They thus make blocks of seats available at less popular travelling times for use
in sales promotions. On a typical London to Paris flight, the consumer buys
one return flight and gets the other free. The balance of the cost is the cost
the promoter pays for the voucher.

What to look out for

The same considerations apply to your choice of operator as to free accom-
modation offers. However, there are some additional points to check.

Air fares vary widely and there are many ways in which airlines offload
surplus seats. It is important to make sure that your offer is at least as good as
the standard discounts offered in the travel sections of the weekend newspa-
pers. Be warned by the experience of Hoover (Case study 37): its flight promo-
tion was so attractive that people bought the product simply to obtain the
offer — and nearly destroyed the company.

Be aware of the boom in internet flight bookings with companies such as
Ryanair, easyJet, Flybe, etc. A recent sales promotion based on Virgin flights
sounded good, but a check on the website showed that you could buy flights
over the internet that were cheaper than those offered in the sales promotion.
The complications imposed by the airlines may also detract from such offers
— priority boarding, seat reservation, paying for each item of hold luggage,
long delays in checking in luggage and, in some airports, the need to pay for
fast track security where non-fast track payers are taken through more rigor-
ous checks.

High street vouchers
The offer

Vouchers allow the time to make personal decisions about when and where
they will spend their reward. They can be used with employees and, when they
are really motivational (see Case study 54 by Asda) they are seen as more valu-
able than cash.

More than 160 retailers and other suppliers produce vouchers for gift and
promotional use. The concept started in 1932 with the launch of book tokens,
swiftly followed by record tokens. Since the 1970s, it has become a branded
business: books and gardens are the only remaining generic vouchers. Accord-
ing to the Voucher Association, voucher use is worth £1.15 billion a year, and
is growing twice as fast as retail sales as a whole.

Discounts for vouchers are very low — nil on small quantities, and up to 5
per cent on quantities of over £50,000. The choice is between a single-store
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voucher (Marks & Spencer and Boots are the most popular) and one that can
be used in a wide variety of stores.

Newspapers offer 13 weeks of vouchers at half price to retain customers —
the purchase requires buying vouchers for every day — and the money is up
front too. When readership is key, if customers are using a voucher to buy one
newspaper they are less likely to buy the paper of a competitor. The vouchers
are redeemable at most newsagents. MasterCard is launching prepaid cards
too, with prepaid gifting vouchers for products on a card.

How it works

Vouchers are off-the-shelf products, but cost the promoter their face value or
close to it. In this they differ radically from the other promotions discussed in
this chapter. So why use them? The reason is that they carry with them the
brand values of the retailer. If £10 in cash is given, it may be used to pay a bill.
However, a £10 voucher redeemable at a leading store brings with it the antic-
ipation of a pleasurable shopping trip and a purchase that might not other-
wise be made.

What to look out for

Vouchers are cash alternatives. The main point to watch is that they need
careful administration. They can be bought direct from suppliers, from
producers, or from firms that act as clearing houses for a wide range of retail-
ers’ vouchers.

Be aware that many department stores now offer promotional evenings to
their store or account cardholders. Debenhams typically gives 20 per cent off
everything for an evening open only to those on its mailing lists. Others have
followed — Homebase, for example, does the same with its mailing list, offer-
ing discounts on some ranges as well as vouchers, and it has recently joined
Nectar.

Insurance offers
The offer

Every car owner or mortgage holder is obliged to hold relevant insurance.
Take-up of other insurance products — for house contents, legal expenses,
personal accident, travel and so on — varies enormously and is very much lower.
Every type of insurance can be used as a promotional premium, but the less
widespread products are particularly attractive. The growth of websites that find
the best insurance offers is testament to how lucrative the business is.

An insurance principle also lies behind assistance and helpline telephone
services, whether for legal advice, pet care, travel or household maintenance.
In all these cases, the cost of providing the advice (normally by means of a
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dedicated telephone line) depends on the proportion of those entitled to use
the advice line who actually do so. Advice lines can be offered in exactly the
same way as insurance. A breakfast cereal, for example, may want to offer a
benefit that is attractive to pet owners. Free pet health insurance or a free
advice line on caring for your pet could both be provided on an insurance
principle.

How it works

Specialist brokers have put together insurance products in a number of areas
that (in volume) are far cheaper than the policies that consumers can buy
from their brokers or insurance companies, thus offering consumers high
perceived value.

For example, insurance for a £1,000 camcorder could cost the consumer
£80 if bought from a broker. Its cost to a promoter is much less, and reflects
five areas of cost saving that the promoter can offer the insurer:

1. Take out the selling costs of the broker and the administration and
marketing costs of the insurance company, and the actual insurance cost
is just £30.

2. Part of the cost of insurance reflects the fact that it is often only taken out
by those with a higher-than-average risk. Offer an insurance to everyone,
and the average cost reduces to reflect low- as well as high-risk custom-
ers.

3. You could also give the insurer the opportunity of a bounce-back offer — a
second offer sent to those who respond to the first offer. The bounce-back
offer will give the insurer the potential for new business.

4. Offer publicity for the insurance firm on your product or in your advertis-
ing and it may subsidize the offer from its own advertising budget.

5. Write the policy in such a way that claims are settled with a new product
and not cash, and you reduce the level of fraudulent claims.

All these measures can mean that, in bulk, an insurance worth £80 to the
consumer can cost the promoter less than £10. It’s then a real possibility to
offer ‘free insurance’ as an attractive and low-cost incentive. A bank has
offered £1,000 free life insurance for a year. The insurer continues the offer
the second year, perhaps doubling the cover as an incentive, and so on. Every-
one benefits.

Sometimes, a trial period of insurance can be offered without cost to the
promoter. In 1990, the Daily Mail offered three months’ free pet health insur-
ance in return for a number of proofs of purchase. About 30,000 people
responded — and the insurer took the cost of the claims that resulted. It also
converted 7,500 people into regular customers, clawing back its costs and
making a profit over time.



Off-the-shelf offers 151

Insurance products can be varied to suit a range of products and services.
Lloyds Bank offered insurance-based benefits free to those who took out loans
for cars and house improvements. For cars, the benefit included road assist-
ance; for house improvements, it included home repair assistance.

What to look out for

Like any insurance policies, these specialist policies need to be examined
closely for exclusions that limit their real effectiveness. It is essential to use a
specialist broker that understands both insurance and marketing, and to
make sure that there is a genuine consumer benefit in the offer. The best of
them are as good as any policy bought in the normal way, and very much
cheaper. This is because they pass on real economies:

® There are economies of scale for an insurance company in providing
10,000 policies in one go, especially for low-cost policies.

® Those who have received free insurance make a good mailing list for
insurance companies to sell the same or related products to, and insur-
ance companies make an allowance for this.

®  One-off policies with fairly low insurance ceilings distributed widely across
the population tend not to be abused by customers making false claims,
and the insurance cost can be averaged across high- and low-risk consum-
ers.

® Insurance companies like to achieve retail visibility and be associated with
leading brand names.

Because insurance companies are looking for volume, this promotion is more
suited to larger than to smaller businesses, although there is no reason small
businesses should not get together to make the offer. Insurance promotions
have been used extensively with electrical goods, in the motor trade, and with
mobile phones, credit cards and leisure products such as bicycles. They could
be used more widely.

Be aware of the interest shown by Which?, the consumer magazine, in elec-
trical goods insurance. Which? researched and found that very few electrical
‘white goods’ such as washing machines failed in the first six years of their use.
The customer was being sold a warranty that extended beyond the first year’s
warranty required by law. Which? considered this was a scam and customers
were being taken for a ride.

Packaged schemes
The offer

Take free accommodation, two-for-one flights, discounts on cinema tickets,
half-price entrance to theme parks, a restaurant privilege card, 50 per cent off
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household insurance and hundreds of pounds off selected holidays and what
do you get? You get the kind of package that is offered by supermarkets, banks
and car manufacturers.

These packages were put together by specialists in the customer loyalty
market, and there are several suppliers. A promoter could also construct them
individually, but there are evident savings in using schemes that have already
been negotiated.

How it works

A packaged scheme marks the point at which sales promotional devices
become part of a long-term loyalty scheme. The emphasis shifts from provid-
ing a short-term reason for buying to providing a basis for building relation-
ships over the long term. The contents of the package can be accurately
targeted by selecting the particular balance of offers that suits the lifestyle and
aspirations of the customers you want to attract. And the benefits to the hotels,
airlines, theme parks and restaurants included in the package can correspond-
ingly become more long-term. The lifestyle package becomes a platform on
which different companies can reach each other’s customers and strengthen
their identification with them to their mutual benefit.

Particular packaged schemes in wide distribution are Air Miles and Nectar.
Air Miles has claimed 1.5 million collectors and an 89 per cent awareness
level. Its basic offer is flights, but Air Miles can also be used for cruises, ferry
crossings, action weekends, theme parks and cinemas. In 2002 Tesco took
over Air Miles when Sainsbury’s stopped using them. They are offered by
NatWest credit cards and Vodafone. Consumer rewards can be claimed from
as little as 100 miles, though most flights require very many more.

Air Miles are used for consumer promotions, trade promotions and staff
incentives. Smaller companies, and those wanting to use them in low volumes,
can buy them at around 20p each for a minimum quantity of 25,000 miles for
employee and sometimes business-to-business use. In moderate quantities,
the price drops for large-scale sector-exclusive offers.

What to look out for

Building a long-term incentive scheme is a significant investment. A major
scheme may cost as much as 3 per cent of turnover. It is not worth doing
unless you are clear that your target audience is going to be more substantially
attracted by it than by the lower prices your competitors may offer. The issues
involved are discussed in Chapter 7, and Case study 39 shows the different
approaches to the petrol market taken by Shell and Esso.
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Digital print (formerly film) and collectables
promotions

The offer

A long-running off-the-shelf promotion was the offer of a free film with film
processing. The same applies to collectables, such as model cars. These offers
are normally made available to promoters for a fixed fee thatincludes handling
and redemption. In the digital age the offers for films are now for producing
prints from the electronic storage, with no developing necessary. It is interest-
ing if nothing else, to understand the calculation.

How it works

1. The opportunities to apply (OTA) figure is calculated. This is arrived
at by dividing the number of packs on which the offer is communi-
cated by the number of proofs of purchase required to participate. In
this example, there are a million packs and five proofs of purchase.
So, a maximum of 200,000 films worth £700,000 at retail price could
be redeemed.

2. The predicted redemption rate is calculated. This is the estimate of the
number of people who will actually take up the offer. It varies widely, but,
in the absence of specific information, it is fair to assume 5 per cent. This
reduces the likely number of films that will be redeemed to 10,000 with a
retail value of £35,000.

3. The offer is linked in with a ‘bounce-back’ offer — a second offer made to
those who respond to the first offer. Those who receive their free film will
also receive a letter from the processing company offering discount mail-
order film processing. The money made on the film processing allows the
company to subsidize the first offer of the free film.

The processing company will add in its administrative and handling costs to
arrive at a fixed cost for providing the promotion as a whole. This will be
expressed to the promoter in pence per OTA. In this case, the offer will
be quoted at £12,000 or 6p per OTA on 200,000 OTAs. This can in turn be
expressed as a cost per promoted pack — in this case 1.2p per pack.

Once the promoter has accepted this quotation, there is nothing more
to worry about. The processing company will supply the film, receive the
applications, send out the films and take care of all related handling
issues. The company will also bear any fluctuations in redemption.
Whether 500 or 15,000 people send in for films, the price to the promoter
remains the same.
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What to look out for

This is a promotion of a type that gives a fixed, all-in cost and brings to bear
the interest that producers (film-processing companies), rather than promot-
ers, have in recruiting new users, which reduces the cost to the promoter.

This example focused on free film as a fixed-price promotion. Companies
now offer free processing, free cameras, free sunglasses, free tights, free model
vans or any other item on the same principle. The common factor in all cases
is the bounce-back letter —in the case of model vans, it is often an opportunity
to collect more model vans.

When both the offer and the bounce-back are film related, it is easy to see
the commercial benefit for the film-processing company and how this enables
it to subsidize the promotional cost. The same applies to collectables, such as
model vans. The picture is rather different when the commercial benefit in
the bounce-back is more tenuous, for example when a film-processing bounce-
back is included with a pair of sunglasses.

Fixed-fee promotions then become a version of promotional risk insurance,
which was discussed in Chapter 6. It can be very useful for a promoter to
insure a promotion against an unexpectedly high redemption rate. There can
also be good arguments for paying a company to take on the whole promo-
tion for a fixed fee, particularly if you lack the time to organize the premiums
and handling yourself. Fixed-fee operators offer that service. However, it may
cost more than if you organize the premium and the handling yourself and
take out promotional risk insurance. The commercial logic of fixed-fee
promotions depends on the degree of subsidy the operator can give the
promotion on the strength of the bounce-back.

Case studies

The case studies that follow offer three successful examples of the use of travel
and activity promotions, and a disastrous one. They provide a graphic illustra-
tion of the issues discussed in this chapter. After you have read the case studies,
ask yourself the questions that follow.

Case study 34 - Tango

In the last 15 years, Tango has grown fo be the most successful,
imaginative and stylish youth-focused soft drink. It dominates the fruit
carbonates market, not least as a result of a radical approach to
advertising, packaging and PR.

The brand sets serious objectives for its promotional work. In 1994, these
included increasing the frequency of purchase, encouraging purchase of
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larger sizes, appealing fo all frade sectors and creating ownership of a
unique event.

This led to Tequila Option One's two-stage promotion. The first asked
consumers fo collect 16 points from Tango packs to claim a ‘free goes' direc-
fory. This offered a free go at 3 of 30 activities that included bungee jumping,
windsurfing, music workshops and go-karting. It featured on all pack formats,
with varying points being required to obtain the directory depending on the
size of the pack. Sales increased by 20 per cent during the promotion.

The second stage was a series of three one-day events in August in Scot-
land, Nottingham and London. Named the “Tango Bash’, each of these was
held in conjunction with a local radio sfafion giving substantial free cover
age, with fickets available at HMV stores for £6 plus one proof of purchase.
Proceeds were donated to the Prince’s Trust. The events featured high-profile
groups and fashion gurus, music and activities, and attracted more than
30,000 participants.

This promotion involved thinking big and building partnerships. The ‘free
goes' directory is a version of the event and activity booklefs/discount
coupons featured in this chapter. Donafing proceeds to the Prince’s Trust
opened doors fo celebrities and media coverage. Tango created something
unique fo ifself, but it did so by orchesfrating existing networks and
resources.

In communications terms, every possible media type was used: regional
TV, press advertorials, pointofsale material, PR, insfore videos in a sports
chain, radio, advertising on the tube in Llondon and a roadshow. The events
also provided a sefting for trade and press hospitality. It is a good example
of sales promotion creating brand properties, and doing a job well beyond
fraditional definitions of sales promotion.

Why was a package of activity events particularly appropriate for Tango?
What logic can you see in Tango's decision to have a twotier promotion,
with both an activity directory and a series of outdoor events2

Case study 35 - The Sun

January is a key time for switching newspapers or switching off them
altogether. It is also a key time for booking holidays. The Sun addressed
the challenge of locking in existing readers in January 1995 with o
promotion that succeeded on a colossal scale.

The paper optioned all low- and mid-season capacity in 140 UK holiday
parks. It produced a 12-page pullout brochure in the paper and backed it
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up with a £220,000 TV campaign. Readers were asked fo collect six
fokens on six consecutive days and post them in with £8.50 per person per
four-day holiday.

Around 1.1 million passenger holidays were redeemed, making The Sun
the country’s biggest UK tour operator. The paper sold 180,000 (3 per cent)
more copies during the promotional week. It won an ISP Gold Award and
an award for an outstanding confribution to UK tourism. Unsurprisingly, the
promotion has been repeated in subsequent years.

This is sales promotion on a massive scale — an option not open to many
brands. However, at the heart of it is a simple deal. It sold offseason breaks
for the holiday camps and newspapers for The Sun by virtue of a compelling
cusfomer benefit that also benefited all concerned.

What package of activities other than discounted UK breaks would have
been suitable for The Sun'’s readers? If you ran a holiday park, what steps
would you take to gain the maximum benefit from The Sun’s promotion?

Case study 36 - Passport to the Millennium
Brief

Bt.spree.com, BT's online shopping site, required a powerful online
promotion to drive site registration and encourage return visits. VWorking in
partership with brandsynergy.com, P&MM'’s remit was to package and
fulfil the promotion, which had to have a high perceived value and appeal
fo the broadest customer base possible. The ultimate objective was to
achieve 50,000 online registrations by the end of the promotional period
and fo create a database of registered shoppers that would enable bt.
spree.com o communicate on a regular basis with future targefed
promotions.

Solution

Online vouchers were to be awarded to the first 50,000 customers to
register on the bt.spree.com site. They were fo receive an electronic
booklet of 14 vouchers offering discounts to the value of £2,000 against
products and services including:

® £150 off theme park tickets;

® £25 off a oneweek holiday for two from any ABTA/ATOL tour
operator brochure;

® fwo nights for the price of one at Moat House Hotels;

e £60 worth of UCI cinema vouchers.
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Vouchers could be redeemed online immediately after registration or up
until the final redemption date of 21 December 2001.

Communications

Communications included a high-profile launch with an appearance by TV
celebrity Carol Smillie, targefed direct mail, national radio and press ads,
and banner ads on the web. In addition, fulfilment was supported by
P&MM with a dedicated online queries service, and customers benefited
from a secure credit card payment system.

Comment

The company wanted something that would appeal to a wide range of
people; this promotion worked by affracting the right people fo the right
site. The advantage of an online promotion is that it takes down all the
barriers o entry you get with a mailed response. Visitors can register, claim
their vouchers and redeem them insfantly online, with no human interaction.

Case study 37 - Hoover

In autumn 1992, Hoover needed a promotion to pull itself out of the
doldrums. Hoover Europe, owned by the US Maytag Corporation, had
made a £10 million loss in the first nine months of the year. It launched an
offer of two free flights to the United Stafes for custfomers who spent £100
or more on any Hoover product. The promotion was to dog the company
for the next five years.

Within weeks, retailers were reporting that Hoover products were walking
out of the door. People were buying two vacuum cleaners at a time to take
advantage of the offer. The travel agency handling the promotion reported
100,000 responses by the end of 1992, twice what they had expected.
The downside of the promotion was also becoming clear. Consumers were
reporting unexpected delays and difficulties in obtfaining flights. Indusiry
experts were asking how Hoover could possibly fund two free flights to the
United States from the profit on a £100 sale.

In March 1993, an investigator for BBC TV's "Waichdog' programme
took a job in the travel agency’s telesales depariment. The frick, it appeared,
was fo use the small print of the offer to put off those who wanted to book
their free flights — unless they also booked accommodation, car hire and
insurance worth at least £300. Some consumers persisted in trying fo fake
up the offer and took Hoover to court. In 1997, Hoover was still paying out
fo those who fook their cases to the county courts.
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Meanwhile, Maytag had sold the company and provided £20 million for
the cost of picking up the pieces of an offer that should never have been
made. It was foolish in many ways. The economics of the promotion never
made sense. The estimates of redemption were unrealistically low. The
procedures for handling were inadequate. Also, when the scale of the disas-
fer became apparent, Hoover did too litile, too late to put it right.

What would you do to avoid getting into the mess that Hoover did2 What
effect do you think the Hoover experience has had on public confidence in
sales promotions?

Summary

The offers featured in this chapter can strike consumers and promoters alike
in two ways: it can seem a piece of magic that something worth £50 can
cost only £1; it can also seem a sleight of hand in which someone must be
losing out somewhere. The truth is more ordinary. Offers that sound great
but cost little work on the basis of a number of related factors:

® They bring to bear the commercial interests of a third party — whether
this is a hotelier seeking to fill empty rooms or a digital film/print
processing company wanting new customers.

® They use the discount structure available in certain industries
(particularly travel and insurance) to create savings opportunities that
customers could not otherwise obtain.

® They are created and marketed by specialist companies with immense
experience in the field that are constantly seeking to devise new offers;
the best of them have been around for 25 years or more.

Avoiding the dodgy schemes and securing the opportunities that the good
schemes create depends on promoters keeping their eyes open, asking
hard business questions and not being mesmerized by seemingly
unmissable offers. It is simply not worth degrading your business reputation
by using a dubious offer any more than it is worth tarring all these offers
with the same brush. If any of the offers in this chapter strike you as
unmissable, be cautious. Remember not to take an offer and then find a
use for it; always start with your promotional objectives.
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Self-study questions

10.1 What do you need to watch for if you are organizing a free flight
offer?

10.2 How do free rooms offers work?

10.3 What issues do you need to take into account if you are using
discount coupons?

10.4 Why can insurance be offered in a promotion at a much lower cost
than the consumer would pay for it from a broker?2

10.5 How do fixed-fee promotions work?
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Joint promotions

Most promotions involve giving away some of your margin in the form of
discounts, cheap interest rates, competition prizes or premiums. Extra busi-
ness should more than pay for this, but there’s no getting around the initial
investment. Joint promotions involve sharing that cost with someone else.
No company or charity wants to do this for you without getting something in
return: the secret of joint promotions is establishing a mutually beneficial
partnership.

A joint promotion is excellent for a start up — entrepreneurs please note.
The new service or product is ‘piggy backed’ onto the larger, established,
brand-recognized company products or services, and both gain from the
association. There are benefits in using established customer lists (which
may be shared for future use as well), such as the existing brand’s presumed
endorsement and using the marketing expertise of the partner. Joint promo-
tions are defined by two fundamental factors: they bring together organiza-
tions in different markets that share a common set of customers, and they
give participants a real commercial benefit that each side is anxious to realize
for the other.

This chapter shows how businesses should go about setting up and running
joint promotions. Any business can do it, and it is one of the fastest-growing
and most beneficial forms of promotion. We look first at the planning prin-
ciples and then at four main types of joint promotion — sampling, referral
coupons, charities and loyalty schemes. Finally, there is the phantom part-
nership — using an event in the public domain without a formal partnership
agreement.

Planning principles

Most companies spend time thinking about their own market and their own
customers. Naturally enough, they think about them from their own business
viewpoint and in relation to their own competitors. So, for example, a pub will
think about the drinkers in the area, what they look for from pubs, what inter-
est they have in food and related services and how the market splits between
young and old, male and female, and lunch and evening trade. Equally, a
detergent manufacturer will think about customers as people with clothes
that need washing, their expectations, the washing machines they use, the
family units they belong to and so forth.
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Identifying a joint market involves thinking about your customers in broader
terms, both in relation to other people who are trying to sell to them and in
relation to people you are trying to reach who are already customers of
someone else. The key to planning a joint promotion is an accurate profile of
your existing customers. The key elements in this profile are:

® demographic data — age, sex, social class, geographical distribution;

® their relationship to you — how often they buy, at what price level, with
what degree of loyalty;

® their needs, interests and aspirations — other things they buy, what they
want from life.

The third level is increasingly the key determinant for joint promotions.
Credit card companies were among the first to spot it, with the development
of affinity cards in the 1980s. Now virtually every major charity and interest
group, from the Royal British Legion or NSPCC to the Liberal Democrats, has
or had its branded credit card, typically rebating the organization concerned
1 per cent of the value of credit card spending.

What, though, of those who have no such affinity or only a weak one?
Historically Barclaycard offered the equivalent of the rebate in the form of
points that could be collected for catalogue items in its Profiles scheme. That
is fine as far as it goes, but the benefits are limited to the items in the cata-
logue. HFC Bank took this thinking a step further in 1997 with the launch of
the Goldfish card. This worked on the basis of a partnership with British Gas
(which offered up to £75 off certain gas bills), Asda (with discounts on shop-
ping) and Boots. Now Nectar cards are extending their reach; it has just
moved into Homebase, killing off the Homebase card.

What distinguishes those attracted by a British Legion card, Barclaycard or
Goldfish card? The fundamental product is the same, though interest rates and
conditions vary, and they can be used interchangeably in almost any outlet that
accepts credit cards. The distinction is the affinity that their possession indicates
— to a particular charity, to assembling catalogue points or to mid-market shop-
ping discounts. There is only a limited correlation between demographics and
affinity: the critical point is that people have different affinities.

Many joint promotions are short term, designed to achieve trial or sampling
objectives. Others are developed on the basis that there is along-term customer
overlap between non-competing brands. They reflect the development of the
idea of ‘tribal marketing’. The idea is that we are forming modern tribes,
characterized by our purchasing habits. Those who belong to English Herit-
age, support charities and go to bookshops form a different tribe to those who
do DIY, enjoy home entertainment and join discount clubs. It is possible to
conduct research to define these tribes, but they prove difficult to pin down.
It is more effective to develop promotional offerings that enable people to
define their own tribal affiliations, and to use the increasingly extensive life-
style databases to attract more of the same.
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The process has also developed in business-to-business markets. It is impor-
tant to profile the size and type of industry, the number of employees and the
level of person you deal with. But that is only the start. People in business
belong to different tribes as much as consumers. Some feel an affinity to golf,
some to charitable work and some to business benefits. Identifying these affin-
ities enables you to seek out partners who are not competitive to you with
whom you can run a joint promotion.

Once you have created this profile, the next stage is to establish which other
companies share the same customer profile. The more thoroughly this profil-
ing is done, the more likely it is that a joint promotion will be successful: the
closer the fit, the better it is for both sides.

The biggest obstacles to successful joint promotions lie in making them
work. The major culprits are greed, misunderstanding and suspicion. However
well the customer profiles fit, if your intended partner is not prepared to talk
to you openly about its own customers and is determined to get the maximum
out of it without putting anything back in return, the result will be as disas-
trous as any other partnership erected on false foundations.

When you have identified likely partners with whom you have customer
profiles in common, look for those with whom it is possible to establish agree-
ment about each other’s objectives and with whom you will be able to work
honestly on tackling present and possible difficulties. Even when there appears
to be initial enthusiasm on both sides, a number of factors can emerge that
can scupper the best-laid joint promotions. It is therefore vital to ensure the
following:

®  [nvolve everyone. If the deal involves other people in your company commu-
nicating details of another manufacturer’s products, they will only do so
if the promotion is fully explained to them and they share your determi-
nation to make it work. Involvement of senior management in joint
promotions is particularly important.

®  Make realistic promises. Everyone is inclined to talk up the number of
customers and contacts they have. This can lead to considerable suspicion
when it turns out not to be the case. It is best to be realistic at the start
about what you can guarantee to deliver.

®  Avoid unplanned changes. Circumstances can change in a company for all
kinds of reasons that lead to a particular promotion being played down.
This can be hard for partners to understand, particularly if they are fulfill-
ing their side of the bargain. Management must undertake at the start to
minimize this risk.

®  Build in good liaison. Once a deal is set up, it is tempting to get on with the
next job. Good liaison is key to successful joint promotions, and it must
involve people at every level of the company throughout the life of the
promotion. Itis essential to set up the machinery for liaison and for resolv-
ing disputes.
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®  Bargain realistically. Everyone wants to get the best deal and negotiates
accordingly. However, because joint promotions depend so heavily on
goodwill, it is a mistake to bargain simply to minimize your costs and
maximize your returns. Bargaining should be directed at maximizing
mutual benefit at an agreed cost to both sides, and both sides must agree
to this in their negotiations.

®  Be proactive. There is a tendency for the company that made the initial
approach to be expected to make all the running and contribute most.
This is a mistake. Once the promotion is conceived, it becomes a third
entity, shared equally, in which both sides should be proactive.

The only way to establish whether or not likely partners will have the qualities
needed for joint promotions is to talk to them. This can often be done via an
intermediary, such as a sales promotion agency. The agency can oil the wheels
to a considerable extent and is likely to have met similar circumstances before.
Alternatively, membership of the same Chamber of Commerce or business
club can provide the basis for a fruitful business relationship. Whichever route
is adopted, it is essential to keep your eyes open. If the goodwill and honesty
are not there, it is a waste of time proceeding any further.

Once you have found a likely partner — one with a customer profile like
yours and that you believe you can work with — it is possible to hammer out the
needs you each have that can be met by a joint promotion. Normally, you will
have this in mind at the beginning of the process of looking for a joint promo-
tion partner.

The needs joint promotions can meet include the following:

® to gain trial for your product or service from among the customers of
another product or service;

® to associate your product or service with someone else’s in the mind of
your target audience;

® to make a promotional offer that will attract your customers at low cost to
yourself;

® to explain to your customers new ways in which your product or service
can be used;

® to place your product in an environment where potential customers are
likely to see it;

® to reduce the cost of a planned activity by sharing it with someone else.

Each side must be able to see the promotion fulfilling one or more of these
needs. Normally, they are not identical. For example, company A will be
seeking to generate trial, while company B will be seeking a low-cost promo-
tional offer. This can lead to the partners in a joint promotion being catego-
rized as the carrier (the product on which the offer is carried) and the carried
(the benefit that is carried).
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Building partnerships is no easy matter. A natural evolution of participants
is normal. It may also be that, in some cases, partnership principles have not
been thought through as well as they could have been.

Sample promotions

The offer

When people buy product A, they obtain a sample of product B. This is often
something that they need to buy on a continuous basis to use product A or
where there is a clear connection between the usage of the two products.

How it works

A long-established example of sample promotions is a free packet of washing
powder in new washing machines. It carries with it the actual or implied
approval of the washing machine manufacturer for the particular brand of
detergent. The free sample is of real and significant value. Other examples
include the banding of packs of Nescafé with packs of Hobnob biscuits — creat-
ing a clear link between the brands in a common usage situation.

What to look out for

This is one of the most effective ways of gaining trial and, if the partner is
selected well, it can also be highly cost-effective compared, for example, to a
door-drop sample. However, the cost of giving away full samples is high, and it
is normally necessary to include some repeat purchase incentive as well. Both
the cost and the potential of this promotion make it one to test very carefully
in advance.

Referral coupon promotions
The offer

When people buy product A, they receive a coupon they can redeem against
purchases of product B. These promotions are often called ‘cross-ruff, or
cross-rough, coupons’ — a name that implies that they are a hit-or-miss affair.
The name has stuck, although there is nothing rough about them, and they
are particularly common between non-competing brands owned by the same
company.

How it works

An example is the book of holiday-related coupons given with purchases of
Thomas Cook’s traveller’s cheques. Another is a ‘kids eat free’ promotion,
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first developed by Persil and Little Chef in the mid-1980s and now widely used
by child-related household brands in partnership with family eating and
leisure operations.

What to look out for

Referral coupons have the advantage of being far cheaper to run than sample
promotions, but lack their level of trial-gaining impact. They have important
benefits in that you can measure how many people have been enticed across
and they do not require special packs. Run as a partnership between half a
dozen or more companies selling complementary products, they can be
particularly effective.

Charity promotions
The offer

Charity promotions — or cause-related marketing — take many forms. At the
heart of it is evidence that customers are more likely to buy from firms that are
seen to contribute to social and environmental needs. Many of the UK’s best-
known charities go out of their way to meet both their own fund-raising needs
and the requirements of the firms they team up with. It is a commercial rela-
tionship, and all the better for it. Charities need funds, new supporters and
wider publicity. Businesses need promotions that show their worth in extra
profit and also link them to issues that matter to consumers.

NCH, the National Children’s Home, one of the biggest partners in sales
promotion, is very clear about this: ‘Each promotion with a manufacturer or
service company is tailor-made for maximum commercial effectiveness.” So
runs the introduction to its publicity leaflet, aptly entitled, ‘Selling almost
anything with NCH is kidstuft’.

Every non-commercial organization has a market it appeals to. It may be
national and across the board, such as a major children’s charity, or it may be
local and quite specific, say a local arts theatre or a regional sports organiza-
tion. There needs to be a close fit between the image and values of the non-
commercial organization and those you are seeking to put across for your
company. There also needs to be a close fit between your target market and
the market from which the non-commercial organization gains its support.
Selecting the market thus involves a degree of lateral thinking about your
customers:

® What sorts of charities and voluntary organizations appeal to them?

® What kinds of project would they like to be associated with?

® Whatsorts of charities and voluntary organizations connect with the usage
area of your product or service?
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® What are the charitable and voluntary concerns that are likely to have the
highest public exposure over the coming months?

From answering these questions, it is possible to draw up a list of areas — sport,
arts, children and so on — that look suitable. It is then best to look through
one of the charity reference books to find out which organizations operate in
the areas you have chosen. The Charities Aid Foundation can be a good start-
ing point for this.

How it works

There are various types of charity promotion. Among the longest established
are collector promotions, which require consumers to post in wrappers or
coupons that are designated as being worth a certain amount to the charity.
The promoter counts the wrappers sent in and hands over the equivalent
sum. Very often, charities will ask for a guaranteed minimum to justify the use
of their name and to reflect the difficulty of estimating redemption levels.
Collector promotions run with charities can generate a huge response, partic-
ularly if schools and youth organizations can be encouraged to collect the
wrappers or coupons.

For a historic example, opticians Dollond & Aitchison teamed up with
Barnardo’s in the run-up to Christmas 1996, a traditionally quiet time for
optical sales. Dollond & Aitchison pledged £5 for every pair of spectacles sold,
and raised £229,000. The offer was featured in 430 Dollond & Aitchison
branches, 315 Barnardo’s branches, a London media launch with Anthea
Turner, and regional media events with celebrities from local pantomimes.

Charity links can be used effectively to achieve defined purposes. BT wanted
to remove the old, pre-microchip phone cards from circulation during 1996.
To do so, it offered a donation to Shelter when the old phone cards were
handed in, which collected both a large number of phone cards and £100,000
for Shelter.

They can be equally effective as a long-term differentiator. HP Foods
relaunched its ketchup brand in November 1995 with a licence to print the
NSPCC ‘Happy Kids’ logo on the front of its bottles in return for 1p for every
bottle sold. On Father’s Day in 1996, it offered an ‘I Love My Daddy’ mug as a
self-liquidator, triggering a further 25p to the NSPCC. Van den Burgh
supported its London Marathon sponsorship by offering a sports bag as a free
mail-in item on Flora and promising £1 to the British Heart Foundation for
every bag claimed. The link between the Marathon, Flora and the prevention
of heart disease was reinforced in the minds of consumers as a result of this
promotional activity being used again in 2002 and subsequently — their last
sponsorship of the Marathon took place in 2009.

Charity promotional events have taken a wide variety of forms, from the
Oxo/Barnardo’s Champion Children of the Year to the Jaguar/NCH Royal
Gala Evening at the Albert Hall. These events are pegs on which to hang a
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host of other promotional activities. They can be particularly good for busi-
ness entertaining and can give rise to free draws, mail-ins and other promo-
tional activities. Events depend critically on your imagination in devising
something that will stand out and then attaching the promotional mechanics
to 1t.

What to look out for

The criteria that apply to charity promotions also apply to promotions with
voluntary or community organizations, such as sports and arts associations,
and are similar to those that apply to joint commercial promotions. There is
the same need to be clear about what each party is in for and to identify a
common set of customers. There is the same need to ensure commitment on
both sides, keep everyone involved and secure good liaison, and to be wary of
the pitfalls of over-promising, being reactive and over-bargaining, and of
unplanned changes on either side.

There are four additional factors that are particular to non-profit organiza-
tions, which need to be taken into account in finding out what they want.
Some of them do not apply to the very big national charities, which have their
own sales promotion departments, but they are all-important in dealing with
smaller organizations. They are:

1. Locate the priority objectives. Most non-profit organizations have an almost
limitless set of needs and wishes. Finding out the priority objectives that
are within your means to realize takes time, patience and understand-
ing.

2. Identify the decision makers. Non-profit organizations tend to be run by
committees and have complicated internal processes. It is essential to
understand these processes and to know where the real decisions are
made and under what constraints and influences the decision makers are
working.

3. Establish trust. The ways of thinking in profit and non-profit organizations
are notidentical, and an element of initial suspicion and distrust is under-
standable. It is essential to think yourself into the values and aspirations
that motivate those involved in a non-profit organization — whether they
are helping the young or the old, organizing sports events or putting on
plays. These are invariably centred far more on the thing itself than on
the money that makes it possible. To establish trust, you must associate
with these values.

4. Have respect. The implementation of any non-profit organization promo-
tion must ensure respect for the recipients of the money raised. For
example, people with disabilities may find it offensive to be called ‘the
disabled’ or to be described as ‘sufferers’ from a ‘disease’. Considerable
sensitivity is required to ensure that raising money is not done at the
expense of respect.
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If the process is approached in this open way, it is possible for companies to sit
down with charities and other non-profit organizations and hammer out a
deal that meets the needs of both sides. However, remember that your
commercial needs are fairly clear to the outside world; the onus is on you to
find out the needs of your prospective non-profit partner.

Loyalty schemes
The offer

From petrol stations to airlines to supermarkets, loyalty schemes are near
universal. Large-scale schemes invariably involve joint promotions — there
simply is not enough in any one company’s product range to cover all the
lifestyle needs that a loyalty scheme tries to meet. Research reported by Promo-
tions Buyer (March 2007) found that 70 per cent of business and leisure travel-
lers say being a member of a loyalty card is a key factor in determining the
choice of hotel or airline. The offer to the consumer is both simple and
endlessly varied: sign up for the scheme, provide purchasing and demographic
data, obtain a card and start collecting. From the management viewpoint the
concept is equally simple: develop the version that suits your business and you
have a loyalty scheme. Or do you?

How it works

There is considerable dispute about how loyalty schemes work. Are they really
about loyalty or are they just old-fashioned ‘points mean prizes’ collector
schemes dressed up with electronic cards and relationship language? Alterna-
tively, are they a means of delivering highly sophisticated database marketing
on a mass scale?

Supporters of loyalty schemes point to the substantial increase in market
share enjoyed by Tesco since it launched its Clubcard in 1995. There is an
expectation, fostered by promoters of schemes such as Air Miles, that the
present 140 schemes will coalesce into a series of consortia, each comprising
a bank, supermarket, airline, utility, telecoms and leisure business. On this
reading, the operation of loyalty schemes becomes central to a firm’s market
positioning.

Doubters accept that loyalty cannot be bought, but believe it is possible to
use card-based schemes to target particular types of buyers and increase the
amount and frequency of their purchases. Effective management of data is
critical to this, and the measure is whether or not the particular incentives you
give create additional sales. Managers can cite examples of this happening
and not happening — it is far from automatic.

Marketing people hold widely differing views on loyalty schemes, whether
they work and what actually constitutes a loyalty scheme. The strongest critics
of the schemes point to evidence that the more someone buys of a particular
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product category the more products they will buy within it. Thus, the more
you travel by air, the more airlines you will use; the more supermarket shop-
ping you do, the more supermarkets you will use. If there are loyalty schemes
available and you like participating in them, you will participate in them all.
Of course, market share can change, but that comes about because of an
increase in both frequent and infrequent users. What does not change is the
ratio between the frequent and infrequent users of your products or services.
In fact, across dozens of markets, that ratio is found to be constant. Loyalty
schemes are, according to this argument, a complete misnomer. Read also
about bonding with a brand (see Chapter 1, page 20). This may be the future
of real loyalty.

So the question remains open: what part did Tesco’s loyalty scheme play in
the bundle of characteristics (price, convenience, store layout, checkout
speed and so on) that influence the consumer to choose one supermarket
over another for a particular shopping trip? Think of it in terms of the six Cs
of the offer. Proponents of loyalty schemes often neglect to recognize the
progress made by Asda in the 1990s despite its lack of a loyalty card, and the
loss of market share by Sainsbury’s both before and after its loyalty card
launch.

What to look out for

It is essential to recognize that ‘loyalty’ schemes are not about loyalty, but
about providing repeated reasons for customers to use your product or service.
They are a bundle of sales promotional techniques, the main one of which is
along-term collector scheme. On the back of that, they can be used to convey
short-term incentives of every kind and to engage the consumer in competi-
tions and special events. The downside of these schemes is their cost and
complexity, and the danger that they can become a substitute for attending to
product and service quality. It is best to measure them on a disaggregated
basis — not the scheme as a whole, but each mailer and each subsidiary offer.
The scheme works to the extent that its separate elements work.

The expectation is that loyalty schemes will come to an end in their present
form in due course, just as Green Shield stamps did in the late 1970s. Their
demise was predicted in the sales promotional press within months of the
take-off of UK supermarket schemes. It has not happened yet, but there is a
cycle in sales promotion, well illustrated in Case study 43 on Tesco’s experi-
ence over the last 20 years, and Case study 48 on a classic Procter & Gamble
promotion in the 1960s.

In the meantime, promoters should focus on the detail: if the individual
elements are answering the question “‘Who do I want to do what?’, it does not
matter whether they are dressed up as a loyalty scheme or not. If the individ-
ual elements are not persuasive reasons for the consumer to act, no ‘loyalty’
framework will make them effective. Long after the present wave of loyalty
schemes has gone, these individual elements — ‘buy one, get one free’
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(BOGOF) offers, special evenings, items to collect and the like — will still be
going strong under another name.

Phantom partnerships
The offer

Not everyone can sign up the joint promotional partners they would like.
When McDonald’s signed up as an official Euro 96 sponsor, its competitor
Burger King was left without a direct link to a theme dominating the public
imagination — and smaller fast food outlets were left completely out in the
cold. The same is likely to happen in the 2012 Olympics and seemingly draco-
nian laws have been put in place to protect the real sponsors; take care. The
‘phantom partnership’ can come to your rescue in such circumstances.

How it works

Phantom partnerships are about making a connection with an event in the
news without breaking copyright law. In summer 1996, McDonald’s ran a
‘game of two halves’ promotion, offering football merchandise and match
tickets. Burger King built on its sponsorship of the England, Scotland, Wales
and Northern Ireland teams with an instant-win promotion offering football
merchandise and match tickets.

However, what if you don’t have any agreement in the relevant field? Flymo
didn’t, and it gave away free branded footballs with selected mowers, produced
POP material showing the cherub from its TV ad kicking the ball, and offered
£50 cashback in the event of Scotland or England winning (which seemed
more possible as the event progressed than it did at the beginning). Case
study 40 in this chapter describes a similar phantom partnership between
Sellotape and the National Lottery (now Lotto).

What to look out for

Cross the line into implying a partnership and you will have the full weight of
copyright lawyers on your head, and rightly so. Imply a partnership with a
charity that you do not have, and the public reaction will be damaging.
However, make a legal connection that does not infringe copyright with an
event like Euro ’96 and most people will applaud your imagination. It is an
ideal field for enterprising and careful promoters looking to hook their
brands on to whatever is uppermost in the public mind.

Case studies

The five case studies chosen here reflect three different types of joint promo-
tions: a business-to-business promotion, a long-term loyalty scheme and a
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phantom joint promotion. Other case studies in this book that are relevant
here are the Bovril sampling campaign (Case study 11), the Sainsbury’s
‘Schoolbags’ collector promotion (Case study 12) and the Jacob’s Club and
Co-op ‘Music for Schools’ promotions (Case study 17).

Case study 38 - NatWest/BT

New small businesses are formed all the time. How do banks attract them
as customers? In autumn 1993, the Communications Agency hit on a
simple mechanic that picked up on a key concern of the startup business:
how fo be connected to telephone and fax af the lowest cost.

NotWest tfeamed up with BT to offer three concrete telecommunications
benefits. In return for opening a small business account, customers could
obtain a free business telephone, £35 off a fax machine and 15 per cent
off an answering machine.

Against its primary obijective of driving recruitment of new accounts, the
promotion worked well = new account openings were 52 per cent ahead
of farget. It also worked against its secondary objectives — showing that
NatWest understood the needs of small business, and giving its sales force
a simple, clear offer to focus on. The promotion won an ISP Gold Award. It
couldn't be simpler or more direct in concept and execution, and offered
reciprocal benefits for BT.

What other partners could NatWest have sought that would have
appealed fo the sfartup business? VWhat mechanisms for communicating this
offer would you have recommended o NatWeste

Case study 39 - Shell

In 1997 petrol purchasers were faced with a complicated choice. From
the supermarkets, claiming a 21 per cent market share, there were low
prices but often inconvenient locations. From Esso, there was Price watch’
— the claim of pefrol at supermarket prices right on main driving routes.
From Shell, and most of the other forecourt businesses, there were various
heavily promoted card-based schemes.

Shell's ‘Smart card” was launched in 1994 as a fiveryear programme to
take it to the millennium. The background to the promotion, devised by
Tequila Option One, was clear: Shell was the market leader, but losing
share in the absence of a longterm loyalty programme. It needed to build
sales while maintaining premium pricing, and embrace all motorists while
targeting high-mileage users. It needed a longterm scheme that still gave the
opportunity for tactical promotions.
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Shell's Smart card was set up with the participation of Air Miles, HMV
record shops, UCI cinemas, Ticketmaster and other third parties. It offered @
choice of instant redemption and longterm saving, third-party purchases and
catalogue purchases, charity donations and personal benefits. It was
promoted via TV advertising, doorto-door, promotional assistants and POP
on forecourts, local radio promotions, direct mail and inserts in charity
magazines. The structure of the card offers both security for points and the
capacity for defailed analysis of the transaction history. Within a year, Shell
had achieved 3 million cardholders.

Shell's Smart card won an ISP Gold Award and exceeded all its early
fargets. It has continued to develop, with partners changing fo include
Dixons, Currys and Victoria Wine. In 2007 Shell relaunched the brand
along with a new card scheme.

Esso operated a very different price promotion that is estimated fo have
increased Esso's market share fo rival that of the supermarkets, at colossal
cost to its margins. There are real questions about its sustainability. In fact
petrol companies’ real profits now come from sales of other goods and
services, so the refail petrol side can almost be run at a loss, with profits from
licensing the service station outlet, say, fo a supermarket chain. The frade-off
between market share and margins is a critical decision for any company.
Petrol refailers face a particular challenge in relation to supermarkets: they
have high fixed costs in refining and oil exploration, while supermarkets can
buy on the ‘spot market” without any such investment. Margin calculations
are thus very different for supermarkets and petrol refailers. Joining together
on the forecourt is perhaps an imaginative way of combining their busi-
nesses to the mutual benefit of their brands.

Sales promoters can do very little about this. They can help target those
for whom price is not the critical factor — and they fend to be mainly high-
mileage drivers, often buying petrol on their company's expenses. Shell's
persistence for a time with its Smart card and Esso’s persistence with ‘Price
watch’ suggest that it is possible for collector and price promotions to run
side by side in the pefrol market, appealing to people with different priori-
fies.

Look around at the current range of petrol forecourt promotions. VWhat do
they say about each company's answer to the "Who do | want to do what?’
question?

Case study 40 - Sellotape

Sellotape is both the generic name in the sticky tape market and the
premium-priced brand leader. It's not an exciting product, and the people
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buying it for office use are often not end-users. How could Sellotape
underline its brand leadership to these buyers?

Tequila Option One saw that an answer was offered in 1994 by the
launch of the National Lottery. Sellotape formed a syndicate fo buy 10,000
£1 tickets for an early Lottery draw on behalf of office users who submitted
a proof of purchase. Entrants needed company permission and could devote
their winnings to charity. This ensured the promotion was within the ASA
Code guidelines at the time. It also encouraged buyers to discuss with their
managers the reason for preferring Sellotape fo cheaper brands.

There was no major prize for the syndicate, but the promotion increased
sales by 40 per cent in the sixmonth period of its run. Could it be repeated?
Perhaps not with the Lottery, but with any other major event that offers the
opportunity for a low-cost promotional piggyback.

What current and forthcoming events do you think could provide the
opportunity of a phanfom partnership such as Sellofape’s with the National
Lottery (now Llotto)2 Look at Case study 31 in Chapter 8, which covers @
Lottery-related promotion run by The Sun. What did Sellotape have to do to
ensure that the syndicate arrangement did not promise customers more than
it could delivere

Case study 41 - Walkers Crisps Brit Trips

To promote its 100 per cent use of British potatoes and retain ifs leadership
in a competitive marketplace, an on-pack collection scheme called ‘Brit
Trips’ offered rewards jointly with 32 key UK tourist organizations, in the
UK's biggest travel and leisure promotion. Walkers had been reluctant to
use the infernet, but it was what made the promotion possible, with
branded microsites with the partners describing the breaks on offer. It
matched the mood of financial gloom in the UK in 2008 /2009, offering
something for everyone by moving its focus from kids fo families, making
for a very inclusive and motivating campaign according fo the judges who
gave it an ISP Gold Award in 2009. It was supported by TV ads, national
and regional press, together with online. In all, 200 million packs were
sold. This led to 4 million sessions on the promotional website and the
creation of over 600,000 Brif Trip accounts, worth £5 million.
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Case study 42 - Kellogg’s Zookeeper

The unanimous (for the first time ever] winner of the 2009 ISP Audience
Award, this campaign was welcomed by consumers for its imaginative
approach, its premiums, concern for green issues and the move away from
licensed merchandise. Kellogg's sought fo set the standard with a
'kidengaged, mum-approved’ on-pack promotion. By partnering with
aquariums and zoos Kellogg's gained access to money-can'tbuy premiums
— winning a day as a zookeeper, free entry, free animal fact sheets and
ringtones. The joint promotion partnership delivered £3.8 million of value
fo participating consumers and increased sales by up to 76 per cent.

Summary

Joint promotions are the staple promotional vehicle of companies such as
Procter & Gamble, Lever Brothers and Kellogg's. There is every reason for
companies of every size to emulate them. However, it is vital to remember
that joint promotions are based on a mutual business-building partnership.
The best test of success is if both partners want to run it again. If you have
identified your market and identified likely partners with the necessary
thoroughness, and you enter into the process with integrity on both sides,
joint promotions will work a treat. If not, you are best keeping away from
them.

Promotions with charities and other non-commercial organizations can
have enormous publicity benefits, excite tremendous response and
associate you with values that are important to your customers. They must
be undertaken responsibly and with respect for the needs and feelings of
the people you are helping, but they are rightly a commercial operation.

Self-study questions

11.1 What major problems tend to arise in joint promotions?

11.2 What should you take into account in looking for a joint promotion
partner? Think of a suitable partner for your own organization.

11.3 What can you do and what can’t you do if you want to promote on
the back of a major event licensed to another company?

11.4 What particular rules apply to promoting with charities?
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Price promotions

Fixing the price as a promotion rather than just fixing the price is one of the
most difficult and sensitive parts of marketing strategy. All the other tech-
niques in sales promotions involve you in costs. It is also a feature of relatively
developed markets: in many parts of the world, price still means the point at
which buyer and seller are finally in agreement.

Economists have a model of ‘perfect competition’ in which many suppliers
face many buyers in a market with very little product differentiation. This
applies to products that are commodities in particular. Much of the purpose
of marketing is to remove the firm from dependency on perfect competition.
That is why so much effort is spent creating superior-quality products, devel-
oping brand identities, building distribution strengths, matching the offer to
the customer need and establishing unique customer relationships.

Why throw this away by getting involved in price promotion? That is the
argument of those who regard price promotion as a destroyer of brand identi-
ties. In the present climate (August 2009) the price promotion still seems far
less effective, repeating a comment made in the last edition. The comment
still applies. In July 2009 some 10 retailers at marketing surgeries asked about
the effect on their brand. In one case, ‘was their 75 per cent price discounting
affecting the brand as it was certainly not providing profit?” Well of course it
was affecting the brand. Ironically, independent research showed that the
company’s customers in fact did not need the discounts, but had other
concerns that led them not to buy: poor customer service, logistics and distri-
bution were quoted. The firm had never carried out customer surveys or used
a marketer, and the directors were not trained in marketing — it was discount-
ing because the managers felt they had to match the competition.

This chapter sets out the different ways that companies think about price
promotion and the many techniques available. So much discussion of price
promotion is hindered by different ways of thinking about price that the first
two sections look at the principles of price setting and price segmentation
respectively.

How prices are set

Some companies have made the absence of price promotion a key part of
their positioning. Woolworth and Marks & Spencer did so in the last century
when they pioneered the idea of ‘one price for all’. Daewoo did so when it
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launched its manufacturer-owned retail showrooms in the UK in 1995: in
distinction to the rest of the motor trade, there was simply no discounting in
a Daewoo showroom.

Why couldn’t everyone be like Daewoo? The first reason is competition. It
needs only one company to discount its prices for others to feel the need to
respond. Companies would, in general, prefer that this did not happen. That
is why, in most countries, there are laws that prevent manufacturers fixing
prices between them. Until 1962, resale price maintenance (the ability of
manufacturers to fix retail prices) was the norm in the UK. When the book
market was opened to price competition in 1996, it was the fall of one of its
last bastions.

The second reason is that companies have different costs of supply. By
reducing cost by means of superior productivity, firms can achieve the profits
they seek and still charge lower prices than their competitors. Being the
lowest-cost supplier is one of the main strategies for achieving competitive
differentiation.

The third reason is the variation in demand. Some people are more sensi-
tive to price than others. Many people travelling between Leeds and London
will prefer to take an early-morning train. Rail companies have long recog-
nized that overfull early-morning trains and empty mid-morning trains neither
satisfy customers nor maximize revenue. It therefore costs more than twice as
much to travel before 9 am than it does to travel after 9 am. That divides trav-
ellers into those who are prepared to put time before cost and those who are
not or cannot.

These three elements — competition, supply and demand — contribute to an
individual firm’s pricing decisions. Setting the price of a product or service is
not a primary concern of sales promotion. The normal selling price to final
users and intermediaries will be a factor to take into account in planning a
promotion, as are the product’s packaging and distribution. Sales promoters
are not normally asked to review pricing strategy, any more than they are
asked to review brand positioning. However, just as sales promotion alters the
product, packaging and distribution in the interests of short-term advantage,
so it gets involved in altering the price.

The approach your company takes to pricing strategy determines, to a large
extent, how price promotion can be used and how the firm accounts for the
difference between normal and promotion prices. Much of the disagreement
about the use of price promotion arises from people not understanding the
difference between two fundamental pricing strategies.

The first is the ‘target markup’. In this process, the company decides the
margin or profit it wants to make, and adds that to the product or service cost.
Sometimes this margin is calculated from the return on capital the company
wants to make; sometimes it is the standard level of return in the industry. For
many years, advertising agencies marked-up goods and services by 1.1765 to
give a return of 15 per cent. The professional body for architects recommends
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a scale of fees for marking-up building costs. This method starts with supply as
the primary factor in setting the price.

The second method is the ‘going rate’. This starts with competition rather
than costs. The price is set by reference to what other people are charging.
Builders, printers and designers will all look at the going rate for particular
jobs at particular times. They then work back to the costs that they will incur
and see how much margin they can make. They start with competition rather
than costs because they know that, if they don’t get the job, there’s no margin
anyway. This method is often used alongside a target mark-up, at least as a
point of reference. If they did not have a mark-up in mind, they would not be
able to tell whether a particular job would be profitable or not.

These two simple methods lead to very different views of promotional
pricing. Those who work on the basis of target markup will always think that a
discount equals money given away, but does it? Only if they would have been
given the order at the higher price. Those who work on a going-rate basis are
always engaged in promotional pricing, but it tends to be unstructured. Every
quotation is its own price promotion. It is difficult to make sure that they are
not giving money away unnecessarily.

How do you resolve this dilemma? More sophisticated companies balance a
concern with competition and cost with an emphasis on the third element in
pricing strategy — demand. This leads to three different pricing policies:

1. Psychological pricing— works on the basis that we often think a high-priced
product must be better than one costing less. Firms will set a high price
and defend it. Perfume companies try to stop discounters selling their
products, because the cost of perfume is part of its specialness. Those
who go for psychological pricing will often aim at a small section of the
market that is looking for the very best and is not sensitive to price. They
will regard price promotions as totally unsuitable for them — and they
will be right. This is consistent with the quality of life now sought by
customers, enhanced by marketing copy such as ‘You’re worth it’ and
‘Spoil yourself’.

2. Value pricing — based on the idea that top quality and low prices can go
together. This works for a company if it can achieve a volume big enough
to give it the lowest production costs in the market. The aim is to set a
consistently low price and maximize volume. Among retailers, this strat-
egy is reflected in the ‘everyday low prices’ (EDLP) claim made by Wal-
Mart in the United States and Asda in the United Kingdom. Price
promotions can be part of this, but not a central part.

3. Segment pricing — the pricing strategy in which price promotions really
come into their own. It starts with the idea that people are different. Some
are sensitive to price and some are not. Some will shop around and others
will not. Some will wait to enjoy a service or receive a product and others
will not. The argument is that prices should be determined in accordance
with the demands of each segment of the market.



178 Sales promotion

Until chains of shops began setting ‘one price for all’ in the 19th century, the
price was always negotiated between buyer and seller. In some markets (for
example, the price of shares on the Stock Exchange or commodities on
commodity exchanges) it still is. Segment pricing is a sophisticated and
modern way of managing individual negotiation on a mass scale. The next
section looks at this approach in more detail.

Segment pricing

What makes a segment? Marketing people talk about segments of the market
in a variety of ways. There are occupation and income classifications that
enable them to distinguish ABs from Cls and C2s. They also talk about them
in lifestyle terms. Aspiring young professionals may be of similar age and
income to lager and football fans, but spend their time and money very differ-
ently. People can also be segmented by their stage in the life cycle, from
dependency to pre-family and post-family.

Segmentation is a delightful game, and marketing magazines are full of
new ways of doing it. The practical problem comes when you try to design
versions of a product to meet the needs of the segments you have identified.
This is the process of ‘versioning’ a product. The theory is that for each
segment of the market there should be a version of your product that fits it
like a glove. Unfortunately, this is very difficult to do.

When Midland Bank (now HSBC) launched a series of bank accounts for
different segments of the marketin 1987, it did so in these terms: its ‘Orchard’
account was aimed at older, more settled people, the ‘Vector’ at the young
and mobile. Unfortunately, these segments did not exist in the way they
thought. Customers became confused about the segment they were supposed
to be in, and unsure why different charging and service arrangements applied
to them. In 1996, Orchard and Vector were replaced with the Midland bank
account — a single product that could be varied in its details to suit individual
needs but was not versioned by segment.

If you peel an orange, the segments are immediately obvious. If you peel an
apple, they are not. You can chop it up into segments if you want to, but they
are your creation — they are not inherent in the apple. Midland’s Vector and
Orchard accounts failed because the bank did not understand that differ-
ence. Midland failed as a brand too and was replaced by HSBC, its parent.

For promotional pricing to be effective, segments have to be real. Business
travellers will pay more to travel at a convenient hour than leisure travellers.
That is a real segment for ticket sales. However, do business travellers want
something different to leisure travellers from the catering facilities at a station?
One study suggests that for catering services there are two rather different
segments: those in a hurry and those who are not. These cut right across the
business and leisure segmentation.

There are three rules of thumb for telling whether or not a segment is real
enough for segmented pricing to work:
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1. People in each segment must have different sensitivities to price — that is,
they must be prepared to pay different amounts for the same service or
product.

2. There must be some physical, structural or time separation between the
higher- and lower-priced segments, preventing those in the higher-priced
segment deciding to buy at the lower price.

3. The segments must be real enough for consumers not to feel dissatisfied
and resentful, and for the cost of operating segmented pricing to be
worthwhile.

The most common segments are formed on these principles:

®  Time. Travelling or telephoning at busy times of the day costs more than
at quiet times. Buying toys before Christmas costs more than after Christ-
mas. A DVD costs more when it is first released than later on.

®  [ocation. Conveniently located shops, hotels and restaurants charge more
than less conveniently located ones. Products and services brought to you
cost more than those you have to fetch.

®  Conditions. Buying in volume costs less than buying in small units. A year’s
subscription costs less than an individual theatre ticket or copy of a maga-
zine. Tickets bought in advance will cost less than tickets bought on the
day.

®  Version. Superior service costs more than the standard. Peace of mind can
be bought, but at a price. Fundamentally, the same product or service can
be versioned or packaged at different price points.

The sales promoter is primarily concerned with promotions that last for a
particular time period, take place in particular locations, have conditions
attached to the deal and apply to some but not all versions of a product. This
is what differentiates intelligent price promotion from wholesale, self-destruc-
tive discounting.

Immediate discounts

These are discounts off the normal price that are available immediately at the
time of purchase. They take six main forms, from seasonal discounts to extra-
fill packs. These very different forms can obscure the thing they all have in
common: the consumer can buy a given amount of a product for less.

Immediate discounts have a number of important strengths. Everyone likes
a bargain: the queues at the January sales in Oxford Street are living proof
that people will go out of their way to seize a bargain. Immediate discounts are
a tremendous sales clincher and a powerful and immediate incentive to buy
in consumer markets, where 70 per cent or more of purchase decisions are
made in the shop.
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Their weaknesses, however, are very serious. Discounting can rapidly degen-
erate into price wars. Your competitors can readily copy it. It often does not
distinguish between those who would have bought without the discount and
those who need it. Itis also extremely expensive. An immediate discount tends
to cost you exactly what it saves the customer. Discounting can also downgrade
the value of your product or service and lead to a situation where no sales take
place at the normal price. Very rarely do the sales gains achieved by price
reductions lead to a sustained increase in market share. Immediate discounts
are powerful but, like a powerful drug, they can quickly take over and destroy
your business. Companies must also be aware of the substantial legislation
governing bargain offers that properly constrains the making of unreasonable
or misleading price comparisons.

Seasonal discounts
The offer

These are price reductions designed to boost sales in off-peak seasons, move
outdated lines or heavy stocks, bring forward purchases or improve cash
flow.

How it works

In their familiar form of retail ‘sales’, they are now highly formalized and have
become a seasonal sales promotion far removed from their original purpose
of moving end-of-season stocks. Some retailers have run ‘closing-down sales’
continuously for several years, a practice that stretches the bounds of legality.
In 2007 a King’s Road outfitter was ‘closing down’ for months. Leisure compa-
nies use seasonal discounts very widely, charging different prices in their low,
mid- and high seasons.

What to look out for

The critical issue is the logic of the season. Families who give presents on the
feast of the Epiphany (6 January) rather than on Christmas Day can use the
post-Christmas sales to buy their presents. That’s not a problem while only a
minority do so. Holiday companies found their margins severely squeezed in
the early 1990s when consumers found that holidays could be bought cheap
in a late-booking sale. Excessive use of sales ends up with consumers deferring
purchases to the next sale.

Multi-buys
The offer

These are a particular form of quantity discount offered by retailers (and
funded by manufacturers) for multiple purchases of the same item. Consum-
ers are offered a discount for buying two or more packs of the same brand. A
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long-established variant is the BOGOF - ‘buy one get one free’ — that is flashed
on-pack, on the shelf or in newspaper advertisements.

How it works

Multi-buys normally work by means of bar codes. The shop’s EPOS system
counts up the number of items with a particular bar code and applies the
discount automatically. Multi-buys have become hugely significant. A study of
the laundry detergent market by the London Business School found that
multi-buy promotions in the top multiples had nearly tripled in number
between 1994 and 1996. Average discounts had risen from 18 to 25 per cent.
Since 1990, the leading detergent firms had increased the proportion of their
consumer promotional spending on multi-buys from 20 to 65 per cent.

What to look out for

Multi-buys are easy promotions to set up, and give quick and measurable
results. They can be very effective for a manufacturer needing to combat
competitor action. However, there are significant costs. Multi-buys have
become the standard mode of purchase for some consumers. The London
Business School study found that 95 per cent of multi-buys are bought by just
27 per cent of households — mainly larger families who are, in general, better
off. The level of sales increase a brand enjoys when a multi-buy is offered can
be between 50 and 200 per cent. The hangover after the party comes later —
when the same consumers switch to your competitor’s multi-buy.

Used sparingly, multi-buys are an effective way of stock building in the
consumer’s home and can encourage greater usage simply by virtue of greater
volume. They also block purchases of competitors’ products until stocks of
yours are exhausted. However, they have become a millstone around the neck
of manufacturers, blocking other forms of sales promotion. Also, the manu-
facturer often doesn’t get the credit: 56 per cent of consumers think the retail-
ers fund them.

Outside retail markets, multi-buys exist in the form of quantity discounts.
For example, magazines offer discounts for signing up for longer subscrip-
tions. Here it is far easier to calculate the cash and loyalty benefit of signing
people up for quantity and getting the money up front. The traditional
BOGOF¥ is an effective promotion when not overused. Tesco have introduced
a delayed BOGOF (buy one get one free) on a future visit.

Banded packs
The offer

There are several options for banded pack offers, but they come to the same
thing: two or more of the same product are banded together or placed in an
additional outer wrap so that the consumer buys them together.
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How it works

Drink and confectionery brands are regularly sold in a variety of banded
packs, whether of 12, 24 or more individual units. The price normally falls as
the quantity increases.

What to look out for

Unlike with multi-buys, there are packaging costs associated with banded
packs. There is also a need to negotiate additional line listings and to hold
stocks of the additional packaging variants. The benefits are that banded
packs are clearly a manufacturer’s initiative and tend to be less under the
control of retailers. They can increase the amount of space available to the
product in the shops and can encourage stock building by the consumer. A
banded pack can be a powerful incentive to purchase in volume.

Reduced shelf price
The offer

This is the commonest form of price promotion. A standard product is on sale
with a shelf sticker or poster showing a reduced price.

How it works

If a £1 item is discounted by 25p, it can be shown in a variety of ways: ‘normally
£1, now 75p’; ‘only 75p’; ‘25p off’; ‘our price, 75p’; ‘save 25p’. Signs of this
kind are commonplace in clothes shops, consumer durable retailers, food
stores and pharmacies. They can be funded by the retailer seeking to shift
stock or establish a price advantage on goods that consumers use to make
comparisons between retailers. They can also be funded by the manufacturer
via display allowances. Often they are jointly funded.

What to look out for

The important point is the credibility of the standard price. Since the demise
of resale price maintenance, it has become ineffective (and now illegal) to
claim price reductions against a recommended price that is not actually
charged. The Department for Business, Enterprise and Regulatory Reform’s
(or howsoever it is titled) code on bargain offers must be followed in justifying
shelf price reductions.

More generally, shelf price reductions are simple and effective to operate,
but give discounts indiscriminately. They can serve to reduce the willingness
of the consumer to pay the full price.

Reduced price offers

The offer

Reduced price offers (RPOs) are flashed on-pack, offering a saving (‘10p off”)
or a price slashed through and a lower price given. They differ from shelf
price reductions by being printed on-pack.
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How it works

It is one thing for the manufacturer to print a reduced price on-pack and
quite another to ensure that the reduced price makes sense in all retail outlets.
They require an additional line listing and separate stocks and packaging.
Many retailers now refuse to take them and will increasingly require that they
receive the same margin as if the full price were charged.

What to look out for

For the consumer, RPOs are an attractive offer — volumes of sales certainly rise
when an attractive reduction is made. It also gives the manufacturer control
over the price charged to the consumer. However, it is an expensive promo-
tion in terms of margins and packaging and increasingly difficult to run with
major multiples. Used too often, it can devalue the standard price. It can also
lead to rapid copying, resulting in almost all products in a sector being
reduced in price.

Extra-fill packs

The offer

These are packs flashed ‘25 per cent extra free’ or ‘550 ml for the price of 440
ml’. They differ from RPOs in that the price remains the same, but the quan-
tity of the product sold for that price goes up.

How it works

Extra-fill appeals to existing users of your product, who can get more for the
same price. They can also be useful in trading consumers up to larger sizes.
The costs for the manufacturer include packaging origination and carrying
additional stock. There can also be difficulties with some retailers in obtain-
ing new listings and shelf space.

What to look out for

The major advantage of extra-fill packs over price reductions is that the
perceived value to the consumer is more than the cost to the manufacturer.
Once the packaging has been paid for, the cost of additional ingredients is
often low. Extra-fill does not devalue the product in the way that price reduc-
tions do. However, they are readily copied: in off-licences it often seems as if
every major lager brand is an extra-fill product.

Delayed discounts

These are forms of discount that are not immediately available at the point of
purchase. The purchaser will normally have to do something after purchase
to benefit from the saving. The crucial feature of delayed discounts is that not
everyone who thinks he or she is going to take up an offer actually does so.
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Everyone is familiar with buying a product on the strength of a ‘20p off next
purchase’ coupon, sincerely intending to make use of that coupon and finding
it in the kitchen drawer some months later — normally after its expiry date.
This is the principle behind delayed discounts.

Delayed discounts enable savings to be targeted at people who fulfil the
range of conditions that you wish to impose. The non-redemption level means
that the size of the saving offered can be higher and therefore more attractive.
They also allow an opportunity for creativity that is not normally available with
immediate discounts.

The weaknesses of delayed discounts include their lack of immediacy: a
bird in the hand can be worth two in the bush. They also involve additional
handling and postage costs for both the consumer and the supplier. A £10
voucher could well have added-on costs of around 80p: postage for both you
and the consumer, plus the costs of envelopes, handling and voucher redemp-
tion. These costs are great news for the postal service, but can detract from the
value of the offer you are making. There is also the danger that an excess of
complexity can turn off participants: if a saving is being offered, it should be
apparent that that is the case.

The major form of delayed discount is a coupon that can be used against a
future purchase. These are discussed below under ‘Coupons’. Other common
forms are cash rebates, cash share-outs and repurchase offers.

Cash rebates
The offer

In a cash rebate, the customer is invited to collect tokens from a number
of packs and post them in to receive a cash voucher. This promotion can
also be used as a variant of the BOGOF, where a coupon is sent for the full
cost of another product. The value of the cash rebate can also be varied, as
can the conditions of entry, for example ‘Buy a complete set, and we’ll
send you £10.

How it works

Cash rebates require postage from consumer to mailing house, and from
mailing house to consumer, which adds significantly to their costs. They have
been overtaken in consumer goods markets by multi-buys, but are effective in
sectors where goods are more expensive and where EPOS systems have yet to
make their mark. They are particularly popular in financial services — ‘£500
cashback when you take out a mortgage’ is a typical example.

What to look out for

If the offer is less substantial than £500 (which everyone will take up), the cost
to the manufacturer of a cash rebate will depend on the number of people
who actually take up the offer. As there is always slippage between the numbers
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of people who are attracted by an offer and those who take it up, this enables
a more attractive offer to be made. The size of the rebate must justify the
postage and handling involved. In financial services markets, cash rebates are
a highly effective way of incentivizing people with their own money.

Cash share-outs

The offer

In this offer, a sum of money is divided among all those returning the requi-
site number of proofs of purchase from a product or service. It is typically
communicated as ‘Send in five proofs of purchase for your share of our
£100,000 share-out.” Variants can include the option of sending in an unlim-
ited number of proofs of purchase.

How it works

The predicted redemption rate is carefully calculated to ensure that partici-
pants will receive a reasonable sum of money, normally equating to what they
would receive on a cash rebate scheme.

What to look out for

The main advantage of the cash share-out is the scale of the sum that can be
offered. This can be attractive. However, it involves a substantial amount of
postage and handling and can cost more to administer than the benefit given
to the consumer.

Repurchase offers
The offer

Purchasers of consumer durables, such as fridges or hi-fis, are offered a
commitment by the manufacturer to buy back the product at a specified point
in the future (often five years) for the same amount as the purchaser paid for
it. A variant is to offer a lower guaranteed trade-in price.

How it works

This offer at first seems like a guarantee of bankruptcy for the manufacturer.
It relies on three considerations:

1. A great many people will forget to apply for repurchase in five years’

time.

Inflation will have eaten into the value.

3. Those who do ask for repurchase form a good market for repeat
purchase.

ho
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What to look out for

Offers of this kind need to be carefully calculated and insured, and low
inflation levels are making them less attractive than they were. They can
also seem too good to be true — certainly in the full repurchase form.
However, as a means of making an offer with a higher perceived value
than cost, they have their advantages in markets with repurchase cycles of
five years or so.

Coupons
The offer

Coupons are used to provide an immediate or delayed discount on a product
or service to end-users or intermediaries. They can be distributed in a wide
variety of ways, all of which have different redemption rates and vary consider-
ably in popularity over time. They are used so extensively that they form a
subject in their own right. As with delayed discounts, the critical factor is the
level of redemption and the slippage between being attracted by the offer and
taking it up.

Mobile couponing is having an impact. This is where consumers see an
advertisement or website that invites them to text a particular message to a
particular number. They receive in return a bar code that can be scanned in
at the point of payment and the ‘coupon’ is redeemed. A number of plastic
cards are also being developed for couponing. In principle, all the systems are
the same. The manufacturer or retailer ‘gifts’ a customer with a sum of money
redeemable against a specific purchase.

How it works

A coupon is, in principle, a straightforward thing to organize: you print your
coupons giving a specified saving on the next purchase; you invite people on
your website to print out coupons; you distribute them; retailers or other
intermediaries accept them in part-payment for your product or service; and
you reimburse the intermediary. If there is no intermediary involved, it is even
simpler: you accept your own coupons in part-payment.

Coupons are the nearest most of us get to printing money, and we do so in
huge volume. It is critical to think through questions of distribution, redemp-
tion and format.

There are eight main ways of distributing coupons:

on or in your product or service;
door to door;

in newspapers;

in magazines;

by direct mail;

in-store;

S Otk 0N =
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7. via a website — printing off the coupon;
8. via an SMS text for a customer who has given permission.

These different ways of distributing coupons are described by the coupon
industry as different ‘media’. They have different shares of the total number
of coupons distributed. Table 12.1 shows coupon distribution by year and
Table 12.2 shows redemption.

The difference is the radically different levels of the redemption rates of
the various media, which range from less than 1 per cent to over 20 per cent.
The different redemption rates by media are shown in Table 12.3. Note that
there is also considerable change year on year. Although the general differ-
ences between different forms of media are clear enough, there is considera-
ble variation over time.

So how do you decide which way to distribute your coupons? It depends
what you are trying to achieve. Different coupon ‘media’ have very different
uses and characteristics:

® Coupons in or on a product or service are primarily a generator of repeat
purchases and a reward for loyalty. They can be used for brand extensions
— say to trial a new product; they can also attract new customers. Oddbins
offered a 12.5 per cent discount off a case for new registrants to its online
service. Website recruitment of new customers can expand your business.

Table 12.1 Table 12.2
Distribution (billion) Redemption (million)
Total Total

2004 4.22 2004 455
2005 3.81 2005 413
2006 3.47 2006 353
2007 4.50 2007 3.80
Table 12.3

Average redemption rate (%) by media

News- Maga- Door-to- In/on In Direct
i . Other
papers zines door pack store mail
2004 3.38 1.04 3.43 5.02 4.42 14.32 8.80
2005 2.01 0.68 3.62 2.82 7.39 14.38 2.73
2006 1.20 0.83 4.91 3.74 4.29 15.98 10.61

2007 2.3 1.1 1.5 1.2 5.5 15.0 9.3
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® Door-to-door couponing is most effective for targeting a particular
geographical area, for example near a shop. It used to have relatively high
distribution costs but better targeting is reducing the cost, and it is effec-
tive in gaining new users, particularly when used in conjunction with a
sample.

® Newspaper couponing is apparently wasteful (up to 99 per cent non-re-
demption), but the figures need to be related to the huge size of newspa-
per circulations. Whether it works on your product or service as a trial
generator or as a reward to regular users can only be determined by expe-
rience. The latest 50 per cent off newspaper price through couponing
(ongoing in 2009 after two years, so it is clearly working) should change
the future data.

® Magazine couponing is similar to newspaper couponing, but can be more
carefully targeted. Magazines also allow tip-on coupons stuck on to the
page.

® Direct mail is the most expensive and also the most targeted form of
couponing, and has the highest redemption levels.

® In-store couponing usefulness must be tested to establish whether or not
it really does generate extra business for your product or service or simply
provides a convenient discount to those who would have bought anyway.

Getting the format of a coupon right is vital for something that can be used as
money. Clear guidelines have been drawn up for the grocery trade for the
design, structure and organization of coupons, which are available from the
ISP. You should ensure you have an up-to-date copy — download one from its
website.

Any couponing activity requires a redemption system. If you are going to
redeem your coupons yourself, the redemption systems are a matter for your
own internal systems. If they are to be redeemed by intermediaries, you need
to ensure that all likely intermediaries will accept them and that they will be
duly recompensed for their trouble in doing so. The best answer is to use one
of the handling houses that specializes in coupon redemption and discuss
your requirements fully with them. The leader in this field is Valassis, which is
responsible for 85 per cent of all UK coupons. Valassis’ experience is consider-
able and has saved many a promoter from expensive errors.

What to look out for

There are three major problems that can arise with any couponing activity:

1. Mal-redemption. Mal-redemption is large-scale fraudulent redemption. It
arises, for example, from a batch of newspapers being systematically cut
for all their coupons and redeemed at a friendly retailer or claimed by the
retailer. There are ways of coping with it, and handling houses are best
able to advise on this. The ISP has a downloadable document on the
subject.
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2. Mis-redemption. This differs from mal-redemption in thatitis the result
of individuals redeeming individual coupons against products or serv-
ices they have not bought. It is almost impossible to act against without
the support of retailers. For many years, major multiples accepted
coupons irrespective of the products bought. In the mid-1990s, they
agreed to check that the products on the coupon had been bought,
but this is not something that is easy to police. An allowance must be
made for a proportion of coupons (which cannot be accurately deter-
mined) to be mis-redeemed. If you are redeeming your coupons your-
self, this will only arise as a result of human error on the part of your
own staff.

3. Fraud. Internet coupons are an example. Ease of printing requires identi-
fiers such as 2D bar codes. The fraud here is not easy to identify.

Despite these difficulties, coupons are a promotional evergreen. They are a
good way to provide a price benefit without making it available on every pack
sold. The secret is to use coupons in a creative and carefully targeted manner,
and to calculate in detail the redemption costs against the extra business you
gain. Download the leaflet ‘Notes for Guidance on Coupons — recommended
best practice’ from the ISP website.

Finance deals
The offer

Consumer credit has grown by leaps and bounds in the last 20 years. It accel-
erated dramatically during the 1990s as credit controls loosened and financial
innovation increased and, despite the current economic climate, is still very
popular. For these reasons, every business needs to understand how enabling
customers to buy now and pay later can be used to its advantage. Fundamen-
tally, this is a sales promotion operation.

If a customer pays by cash or cheque, it does not matter where that money
comes from. Our interest as sales promoters is when the customer looks to us
to help with the credit arrangements. This section is designed to tell you how
to do it and how to evaluate the options.

Finance arrangements are one of the oldest sales promotional tools. It was
commonplace until the 1960s for grocers, butchers and other tradespeople to
run credit accounts for their customers. Popularly referred to as buying ‘on
tick’, it had the benefit of any credit offer. Of course, credit arrangements of
this kind never registered in the Treasury’s money supply figures. It is one of
the reasons that the view that we live in a uniquely credit-based society today
should be taken with a pinch of salt.

Zero per cent finance is one of the great sales-clinching offers of all time
in ‘high-ticket’ markets — those in which the consumer needs to lay out a
substantial sum to make a purchase. It has been widely applied in the motor,
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furniture and consumer durables sectors. Like most creative finance offers, its
application is potentially far wider.

Zero per cent is the pinnacle of a range of reduced interest offers. If bank
loans are averaging 10 per cent and credit card interest is averaging 26 per
cent, an offer of 6 or 8 per cent interest is also attractive, and very much
cheaper to offer.

These offers share in common the fact that, at any one moment, money has
a certain price. The price depends on who you are, how much you want and
over what period. The price of money can be found in the financial pages of
the newspapers, and takes its lead from the rate set by the Bank of England.
This is the benchmark against which, at any one time, reduced or 0 per cent
interest offers can be set.

How it works

If a company lends money at less than the rate that it pays to borrow it, it has
to make up the difference from somewhere.

For example, an electrical retailer offering an interest rate of 4 per cent on
a £199 product, and paying interest at 9 per cent to the bank, must bear the
difference of 5 per cent. What this amounts to requires fairly complicated
calculations, which are best left to finance professionals. (It should be noted
that here and elsewhere in this chapter interest rates are quoted at their flat
or nominal rate, which is simpler for our purposes. The Consumer Credit Act
requires, among other things, that the annual percentage rate (APR) is quoted
for all interest rates.)

Having done the calculations, it is possible for the electrical retailer not
only to put a figure on it, but also to compare the cost to that of any other
promotional offer. Let us assume that the offer we have described will cost the
retailer £25. It is directly comparable to a £25 discount, insurance with a cost
of £25 or a premium costing £25. Which works best? Different offers appeal to
different people, and the finance offer will appeal most to those who have
need of finance to make the purchase. For this reason, consumer durables
retailers tend to ring the changes on the offers they make.

While the principle of subsidized finance is fairly simple, the forms it can
take are immensely varied. There are four key forms of subsidized finance.

1. Manufacturer and finance house deals

These deals are normally set up by major manufacturers that sell through
dealers — they most commonly occur in the motor trade. For example, Rover
Group concluded a deal with Lombard to borrow on behalf of its customers a
large slice of money at 8 per cent. It then constructed a number of interest
rate options for its customers. These ranged from 4.1 per cent (for repayment
in 12 months and a 50 per cent deposit) to 6.5 per cent (for repayment in 48
months and a 20 per cent deposit). Dealer and customer would agree the
actual price of the car in the usual way. The net amount owing would then be
repaid by the customer at the interest rate selected.
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Rover Group, meanwhile, would pay Lombard the difference between 8 per
cent and what the customer was actually paying. The calculations involved
would not directly concern either the motor dealer or the customer, both of
whom were benefiting from Rover Group’s deal with Lombard.

2. Intermediary and finance house deals

Finance companies such as Lombard generally dislike concluding deals of
this kind with companies other than major manufacturers. If you want to
persuade them to do so, it is helpful to understand their criteria. These are
the main ones:

® The item should be durable, identifiable and movable (DIM). This covers
products thatlast, which have serial numbers on them and can be removed
if the debt is not paid. Cars, boats and machinery obviously fit the bill.

® The debt outstanding should be less than the resale value of the item
should the finance house be forced to repossess it. The answer to that is
to have relatively high deposits and relatively short repayment periods.

®  You must be an honest, trustworthy, credible business.

Given that you can satisfy these criteria — and others of a more technical nature
—there is no reason for not approaching a finance house to constructa finance
deal that you can subsidize.

3. Personal loan deals

Items that are not durable, identifiable and movable — for example, furniture
and carpets — cannot be financed by a finance house. The reason is that the
items themselves cannot provide adequate security against non-payment. One
answer is for customers to take out a personal loan, normally secured against
their home. The manufacturer or retailer can then subsidize the interest rate
in the same way as with a finance house deal. There are many credit providers
with which these deals can be negotiated.

4. Unsecured finance

The final major form of subsidized finance involves the manufacturer or
retailer providing the credit without direct recourse to any external source of
money. Furniture retailers commonly use it.

Let us assume that a furniture retailer sells a three-piece suite on a no-de-
posit, 0 per cent interest deal. The cash price is £1,040, and the credit price is
£10 per week for two years. Applying discounted cash flow calculations to the
repayments, the furniture retailer can calculate the value of the sale on
the day it is made. Two of the crucial elements in this calculation will be the
company’s view of the movement of interest rates and inflation over the two-
year period and the expected level of bad debts. Assuming these estimates are
correct, it can identify the true value of the sale in profit and loss terms. The
repayments then become a matter of cash flow.
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Calculated incorrectly or with an over-optimistic assessment of likely bad
debts, this method of providing subsidized finance is a sure-fire way of going
bankrupt. It is a route that only the most hardened, experienced and cash-
rich businesses should even think of.

What to look out for

Most marketing people do not need to be experts in consumer finance.
Getting involved in 0 per cent finance deals or other subsidized interest rate
offers calls for a fairly sophisticated knowledge of the potential, the pitfalls
and the economics of our financial system. If you are willing to master the
arithmetic and study the systems, the rewards can be considerable. Even then,
it is best to appoint a professional to do the job for you or at least to check
your calculations. It is also vital to follow closely the requirements of the
Consumer Credit Act and other legislation.

Trade price promotions

In Chapter 1, we identified a critical feature of promoting via intermediaries
such as retailers. A promotion that attracts the retailer but not the consumer
may still work; a promotion that attracts the consumer but not the retailer is
unlikely to get off the starting blocks.

The distinction is often made between ‘push promotions’ (aimed at pushing
products via the retailer to the consumer) and ‘pull promotions’ (aimed at the
consumer, pulling products via the retailer). The distinction is not an absolute
one — most promotions need both pull and push if stock is not going to sit on the
shelves (not enough pull) or not reach them in the first place (not enough push).
This section looks at the push element in the mix — the use of price to give retail-
ers reasons to support the promotion of your product or do the promotion them-
selves. There are five main forms of trade price promotion.

1. Overriders
The offer

An overriding discount is agreed at the beginning of a year between a supplier
and a purchaser, and is payable by the supplier at the end of the year if the
purchaser has achieved the agreed targets.

How it works

Overriders normally relate to the volume taken over the year, but can also
cover display, distribution and other business targets. If the targets are not
reached, the overrider is not paid. They are heavily used by food and motor
manufacturers and holiday companies supplying via retailers. Some motor
dealers derive most of their profit from overriders, discounting the normal
trade margin to their own customers.
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What to look out for

Some purchasing professionals dislike overriders on the grounds that the cost
to the supplier is simply built back into the price. Suppliers also dislike them
because, over time, the targets can become ritualized and purchasers can
expect their overrider as a right. Nevertheless, they are widely used, and in
some markets cannot be avoided — they become a cost of doing business. The
trick is to make sure that the targets set for the overrider in annual negotia-
tions give some benefit to both parties over what would otherwise have been
achieved.

2. Display and advertising allowances
The offer

These are allowances for a retailer to conduct some piece of promotion for
the manufacturer. The allowances can pay for media support, stack ends, leaf-
lets, coupons, window bills, display and any other form of retail support.

How it works

Most retailers have a tariff for almost every form of promotional support —
from a stack end to a window bill. Increasingly, allowances are charged for
listing a product, and investment in the retailer’s in-house magazine or adver-
tising is a required cost of doing business. Allowances that used to be at the
discretion of manufacturers are increasingly at the command of the retailer.
The growth of EPOS systems has enabled even medium-sized retailers to know
exactly how much of a product can be sold from a given position in the store
and to charge manufacturers accordingly.

What to look out for

Manufacturers need to look closely at the total profitability of each product
line in each retailer. Take away the total of all allowances, overriders, volume
discounts and other trade discounts from the selling price to the retailer and
you have the net selling price. Take your manufacturing and promotional
costs away from that and you know the contribution to overheads you are
achieving from that retailer on that product line. If possible — and it often is
— allowances should be targeted to achieve particular results, such as extra
display and advertising. In many cases, allowances have become part of an
increasingly complicated calculation of the cost of doing business with a
particular retailer. You need an equally complicated financial system to work
out if it is worthwhile.

If you are a small or medium-sized retailer, there is massive opportunity for
increasing your margins by claiming allowances. The major multiples all have
sophisticated EPOS systems that give them detailed information, and it is this
knowledge that gives them power; small retailers still have a long way to go in
acquiring it.
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3. Volume and case bonuses
The offer

These are short-term bonuses given by manufacturers to retailers. A case
bonus is an amount of additional discount given per case bought. A volume
bonus is an amount of additional discount given for buying a certain volume
of product — more than would normally be bought at that time. Sometimes
these take particular forms; for example, a baker’s dozen is the practice of
charging for 12 cases while supplying 13.

How it works

Volume and case bonuses are used by manufacturers to fill a pipeline into the
trade, to make life difficult for a competitor by filling stockrooms, or to
encourage a retailer to offer shelf price reductions. They also work in some
trade sectors as a means of encouraging display and support for promotional
activity. The hugely successful ‘Bass Nights’ developed by Bass in pubs across
the country relied on this mechanism. Pubs were offered a kit comprising
posters, quiz games, merchandise prizes and other items to run a themed fun
night in the pub. These were good news for the consumer. What appealed to
the landlords was the offer of a free keg of beer. This put extra margin behind
the bar — and encouraged them to run Bass Nights as often as they could.

What to look out for

Nothing is easier than giving the trade additional discounts in the hope that
it will increase sales of your product, but it is a slippery slope that leads to
increased expectations of discounts and a steady lowering in your average
selling price. It is essential to use volume and case bonuses intermittently and
only in return for defined benefits. As retailer power grows in most sectors,
this is easier said than done. It is one of the main reasons promoters seek
alternative promotional mechanisms that do not devalue the brand’s price to
the trade or consumer.

4. Count and recount
The offer

The name ‘count and recount’ derives from the days when salespeople would
habitually go into customers’ stockrooms to count the stock. Count and
recount gave the retailer a bonus on the difference between the original count
and the recount — in other words, on the amount that had been sold. In most
sectors, it can now be done by EPOS counting the quantity sold through the
till, but the principle is the same.
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How it works

Count and recount puts the focus of the manufacturer’s discount on what is
sold to the consumer. It provides a good reason for the retailer to ensure that
products are not just taken in but sold on to the customers.

What to look out for

In major multiples, this technique has largely been replaced by mechanics
such as the multi-buy, which have a similar effect. In other trade sectors, count
and recount is a way of giving trade discounts that do not simply end up
increasing retailer margins. It gives an incentive to consumer sales.

5. Credit offers

The offer

The provision of credit is as important to the retailer as it is to the consumer.
Providing the trade with enhanced credit terms can encourage earlier and
deeper stocking of your range.

How it works

Multiple retailers derive a significant part of their profits and their positive
cash flow by taking payment from their customers two months or more before
they pay their suppliers. In these markets, the manufacturer is a key source of
capital. In other sectors, trade payments can be faster, and the manufacturer
can vary the payment period. This is particularly important in seasonal busi-
nesses, such as garden centres.

What to look out for

The cost of credit can be calculated for trade promotions in the same way
as for consumer promotions. It is important to be aware of the risk of bad
debts and to be clear that you have the financial resources to carry the
delayed payment. If you can do so, using credit is a powerful means of
trade promotion.

Case studies

The first of the three case studies in this chapter illustrates the long-range
alternation of price and value promotions in Tesco’s promotional strategy.
The other two are examples of price promotion taking a far more focused
form in the case of two particular brands than it is often assumed to do.
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Case study 43 - Tesco

During the mid-1970s, Tesco became the largest grocery user of Green
Shield stamps. These were stamps produced by a third-party operator,
rather like a low-ech version of Air Miles. Consumers collected them at the
checkout, stuck them info books and exchanged the books for merchandise
at the equivalent of Argos catalogue shops. They were widely available af
petrol stations and other refailers as well as at Tesco. Green Shield stamps
were a cenfral element in Tesco's strategy for customer loyalty. They were
also costing 2 per cent of turnover and were spiralling out of control.
Double, even quadruple, stamps were becoming commonplace.

On 9 June 1977, Tesco signalled the end of the use of Green Shield
stamps and plunged the grocery trade into a bitter price war with the launch
of 'Operation Checkout'. Shops were closed on a Saturday night, windows
were covered and the Sunday press predicted a major development. VWhen
the shops opened the next day, they revealed deep, longterm price cuts in
every department. Other refailers were forced to respond in kind. The price
war continued into the early 1980s, radically increasing the major multiples’
market share, depressing their profits and forcing a wave of closures,
mergers and rafionalizations. Tesco's own market share shot up from 8.5 to
12 per cent.

The recession of the early 1990s brought a new spate of price wars, with
retailers competing with discount shops and the expected development of
warehouse clubs by developing a secondary range of low-priced own-abel
'value' lines. As the economy improved from 1993 onwards, so the threat of
the discounters proved to be less serious than commentators had expected.

Tesco again rocked the grocery world with the launch of Clubcard in Febru-
ary 1995 ltinitially offered a 1 per cent saving on spends of over £10, plus
a range of product offers. Clubcard quickly atiracted over 5 million customers
and was credited with driving up Tesco’s market share to 18.5 per cent and
producing a 16 per cent rise in sales in the first year. Competitors, including
Safeway's ABC card and Sainsbury’s Saver card, quickly followed it. In
1997, Boots took loyalty cards a stage further with the launch of an electronic
card offering a 4 per cent discount. A number of co-operative retailers, which
had originated rebates fo consumers in the form of the ‘dividend” in the 1840s,
also experimented with new electronic forms of dividend.

When in 2002 Sainsbury’s dropped Air Miles, Tesco immediately fook
them up — some would say refurning full circle to its Green Shield stamp
days. The delight of sales promotion is that everything changes, but over a
20-year period some things look much the same.

The huge investment made by Tesco in shopping online has at last proved
successful. It matches customers’ requirements in ferms of time and quality of
life. Studies show that 43 per cent of Tesco's top (high-value) customers are
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100 per cent bonded fo the Tesco brand, choosing not to even think of
buying anywhere else. A bonding fo the brand is a new concept in
"loyalty”.

Where does Tesco go next? There are two safe predictions: that it is
unlikely to refain the same formula for ever and that it is unlikely to let ifs
competitors be the first to make the change. What is less clear is the direc-
fion of the change. It is still offering price competition. Through its online
operation it can monitor precisely what customers purchase. Clearly it has
an advantage that could be exploited in a new form of sales promotion
tuned to individual customers.

What would you expect those consumers most attracted by the promo-
tional policy adopted by Tesco in 1977 to do today? How has Tesco organ-
ized its total product and promotional mix to keep them on board2 Do you
think the latest 2009 Tesco BOGOF where the free item is deferred to a later
date is a winner with these customers?@

Case study 44 - Gale’s honey

In 1994, Nestlé's long-established honey brand, Gale's, faced a classic
brand squeeze. It was 15 per cent more expensive than own-label honeys,
and there was a price increase in the offing. Consumers viewed honey as
... honey! Sales were slipping, brand loyalty was diminishing, a major
multiple was threatening to delist and there was litle money in the budget.
Cutting the price might have worked in the short term, but would have
made the premium charged over own-label versions ultimately
unsustainable. So what could Gale's do?

The Nestlé brand manager set the company's sales promotion agency
SMP a long list of objectives — reduce the rate of sales decline, avoid delis-
ing, creafe impact onpack, increase distribution, encourage multiple
purchase, build loyalty — and keep the cost of the promotion under control.
There's virtually everything in that list of objectives, but they boil down to one
thing: provide an interesting reason for Gale's buyers to buy more, with one
maijor constraint: keep the cost under control.

Cetfing to the heart of a long brief is a major challenge in sales promo-
fion, and that was the first part of the agency’s job. The agency built on the
idea of buying more by opfing for a "20p off next purchase’ coupon as the
basic offer. It is a tried-and+ested mechanic for repeat purchase, but hardly
exciting. It can also be expensive. So the agency devised a novel multiple
choice.
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The 20p on-pack coupon was printed on latex. It could be scratched
away and, if you were lucky, reveal a prize of £10. The consumer was then
faced with an interesting choice: the chance of £10 or the guarantee of
20p. Once scrafched off, the 20p coupon became invalid. The problem
then was what to offer the majority of consumers who opted fo win £10 but
didn't win it. Instead of nothing, they found a beehive logo, which could be
collected, for a range of Gale's pottery items.

The promotion worked. Distribution increased from 80 to 85 per cent,
delisting was avoided, sales increased by 15 per cent, and coupon redemp-
tion was kept fo less than 2 per cent. Also, the database of Gale's collectors
was dramatically increased.

When you're in a tight corner, promotions need particularly careful
thought. This could so easily have been a standard “20p off next purchase'.
By asking consumers to have a bet on a £10 prize and not leaving them
with nothing if they lost, Gale's hit every part of the brief. The promotion also
illustrates the difference between a markefing and a promotional brief.
Nestle's list of objectives was a wish list. The promotion was a very well-
targeted answer to the question, "Who do | want to do whate’

If Gale’s honey put out a brief with the target of atfracting new users, what
promotional mechanics would be appropriate?

Case study 45 - Worcestershire sauce

lea & Perrins’ VWorcestershire sauce is one of those products more likely to
be found af the back of many people’s cupboards than in everyday use.
Yet a wide range of daily dishes could be spiced up by a dash of
Worcestershire sauce if only it could be brought to the front of people’s
minds.

The agency lovell Vass Boddey sought to do this with a multilayered
campaign that won an ISP award in 1995. Data from previous promotional
responders were profiled against a lifestyle dafabase to target 2 million
households with @ mini-pack. This contained a sample of the sauce, a '10p
off next purchase’ coupon and a free mailin offer for a recipe book.

The coupon usage rate was 10 per cent, and uptake for the recipe book
6 per cent. Responders also received an additional coupon against next
purchase and a lifestyle questionnaire, which received a 25 per cent
response. This fed into planning and profiling for further promotions.

Door-drop samples, money-off-next-purchase coupons and mailin offers of
recipe books are all standard promotional mechanics. The characterisfic of
this promotion was the infelligent infegration and the use of database profil-
ing fo increase fargefing accuracy before and affer the promotion.
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What alternative means of coupon distribution were available to Worces-
fershire sauce and what benefits and disadvantages would they have had
over the one chosen? What factors would you take into account in calculat-
ing which proofoFpurchase requirement to make for the recipe book®@

Summary

Price promoting is playing with fire. All the surveys show that consumers
prefer it to any other form of promotion. The surveys also show that it
devalues brands and leads to an expectation of even more price
promotion. The same holds true for the trade.

Promoters are most likely to use price promotion effectively if they think
in terms of segment pricing, look for concrete benefits from each discount
they give and use price promotion intermittently. One of the key challenges
of sales promotion is to find value promotions that work as well as (or
nearly as well as) price promotions and add to, rather than devalue, brand
values. However, price promotion continues to be a benchmark for
promotional effectiveness and is often made unavoidable by trade
pressures and competition.

Self-study questions

12.1 What are the key features of segment pricing and how does it differ
from other types of pricing?

12.2 What are the pros and cons of multi-buys?

12.3 What are the pros and cons of reduced-price offerse

12.4 What alternative means of coupon distribution are available, and
what are the typical redemption rates for each?

12.5 If a 10p coupon is placed in a newspaper with a circulation of 2.3
million and a readership of 3.9 million, and you expect a 1 per cent
redemption rate, how many coupons will be redeemed?

12.6 What are the main types of trade price promotion?

12.7 What key things should you look out for if you are using a O per cent
finance offer2
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Premium
promotions

Premium promotions are offers in which the benefit comes in the form of an
item of merchandise. Why ‘premium’? The reason for the choice of name is
lost in the mists of time. It can cover anything from a potted plant, through a
virtual pet, to a magazine. It can be a standard item or uniquely created,
branded by the promoter or off the shelf. Indeed, all merchandise and all
products are potential premiums.

Sales promotion agencies and promotional suppliers are more frequently
involved in this type of promotion than in price promotions because selecting
and sourcing the premium, organizing handling and redemption and convey-
ing the attractiveness of the merchandise is an industry in itself. Because of
this, premium promotions play a big role in the sales promotions that are
discussed in the marketing press.

Premium promotions are the most frequently used value offer. They are
particularly good at giving the opportunity to enhance brand communication
in a tangible way. There is considerable scope for originality, too, for creating
something unique to your product or service that the competition cannot
copy. There is scope for creating real consumer excitement and for placing in
consumers’ homes items that will be used for years to come. The relationship
this can create with the brand is one of the longest-lasting effects of sales
promotion.

There is a permanent tension in sales promotion between offering money
off (price promotions) and offering a material, preferably brand-enhancing,
benefit (value promotions). Case study 48 at the end of this chapter details
how Procter & Gamble moved from one to the other — and back again. The
basis of premium promotions is competing without tampering with the
price.

This chapter looks first at the four main premium promotion mechanics:
on-pack offers, with-purchase premiums, free mail-ins and self-liquidators. It
is important to understand the different characteristics of these mechanics,
but in practice they are blurred by a fifth category — the brand extension
promotion.
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Case study 46 - Haagen-Dazs

An example of this is the 'Dedicated to Pleasure’” CD sponsored by
Haagen-Dazs in 1996. Produced by EMI, the CD used the company's
distinctive press advertising on the cover, and included the Sarah Vaughan
frack ‘Make yourself comfortable’ used in its TV advertising. It sold over
60,000 copies, gave the brand a presence in 3,500 music stores and
reached the Top 20 for compilation albums (which constitute over a third
of total music sales).

What else could the CD be used for? It could be made available free for
a large number of proofs of purchase (a free maikin), sold at cost price (a
selHiquidator) or offered in company ice-cream parlours free with multiple
purchases (a nearpack). For practical reasons it probably could not be
affached to carfons of ice cream in the freezer (an on-pack|, but it could
certainly be given fo trade customers (a business gift). In other words, the
different types of premium promotion are self-contained, but can be combined
with the right premium to carry the values and advertising images of the
brand in a series of different contexts.
Thinking this way has its dangers: always remember that the premium must
grip the promotional objective. Using a premium simply because you've
got it to hand is a mistake — it must justify itself against each of your
objectives.

On-pack offers
The offer

This is a form of premium promotion in which the premium is physically
attached to the product. If it is in the product, as with breakfast cereals, it is
sometimes called an ‘in-pack’ promotion. If the premium surrounds the
product, replacing its normal packaging, as with a storage jar for coffee, it is
sometimes called a ‘container’ promotion. An example of a straight on-pack
is a magazine cover mount — a premium taped or bound to the magazine
cover.

How it works

These promotions have similar characteristics to the immediate discounts
discussed in Chapter 12: they have instant appeal, give an immediate benefit
and do not divert resources into handling and postage. They are also quite
expensive to run.
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Whether it is appropriate to put a premium in, on or around the product
depends very much on the nature and size of both the premium and the
product, and the characteristics of your packing processes. It would be
evidently impractical to include a paintbrush in a tin of paint and unnecessary
to go to the trouble of taping a toy to the outside of a cornflakes packet. All
things being equal, it is best to put the premium in the product; next best is
to attach it to the product. These steps prevent consumers taking the premium
but not buying the product. However, there can be considerable costs in creat-
ing new shipping containers and in disruption to high-speed packing lines.
Retailers can also be resistant to non-standard pack sizes, particularly in the
grocery trade. The use of on-pack offers is thus a matter of carefully weighing
up costs and benefits.

Cover mounts are universal in the magazine market. There are periodic
statements that they have gone too far and that magazines will start competing
on editorial quality instead, but the use of cover mounts goes on increasing.
As with much sales promotion, the value is two-way. In every sector of the
magazine market, there are increasing numbers of interchangeable products,
and consumer loyalty is low. For manufacturers of certain products — notably
book and music publishers — gaining exposure for the product on a magazine
cover can be a very good means of sampling potential customers. Note that
where the attachment is on inside pages it may also be called a ‘tip-on’, where
it is affixed to an advertisement for the product.

Ideal cover mounts are flat, cheap, attractive and useful — which is why
calendars, diaries and books are found on magazines as different as FHM,
Yachting Monthly and Options. However, there is a limit to the use of paper. IPC
claimed sales increases of 10 to 15 per cent from using confectionery as cover
mounts — a Chocolate Orange bar on Essentials and low-sugar Canderel on
Healthy Eating. In both cases, the products were new to the market at the time
and so gave their manufacturers a targeted sampling opportunity. In the case
of Canderel and Healthy Eating, the consumer match was particularly good.

Use of on-pack premiums in the child and teen markets includes pens,
make-up and badges on magazines and the extensive use of character
merchandise on confectionery. Nestlé uses figurines of Disney characters
from the ‘Lion King’ to ‘Pocahontas’ in the place of caps on larger Smarties
tubes. Once the Smarties have been eaten, the figurine forms part of a collec-
tion of characters that the child can keep. This collector element in on-pack
premiums is less developed in the magazine market, but could be applied
there too.

The reusable container form of on-pack offer makes the premium the pack-
aging and the packaging the premium. Familiar examples include glass
storage jars with instant coffee. They offer high perceived value and can be
made as a range that encourages repeat purchase. It is not a concept that
would work in the service sector, butitis an excellent (and often quite cheap)
promotion for any product that needs packaging.
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What to look out for

Immediate free premiums suffer from the cost of giving away anything worth-
while on a low-priced product. They do not discriminate between those who
would have bought without the incentive and those who are incentivized to
buy, meaning that some of your promotional spending will be wasted. There
is often an extra cost of new outer packaging and adjustments to packing
processes to take into account, which is not of benefit to the customer. Used
extensively, however, as with cover mounts, they can simply become a cost of
doing business rather than an additional offer.

On-pack offers are best compared with immediate price offers, and here
the advantages really show. They do not devalue the product’s price and they
can develop and reinforce brand identity. If you have selected the right item,
immediate free premiums can be a very powerful incentive to buy. The prin-
cipal factors to look out for are the premium being right and the offer being
cost-effective in margin terms.

With-purchase premiums
The offer

These are promotions in which the premium is not physically attached to the
product, but is available at the point of purchase. They are sometimes called
‘near-packs’, because of the retailers’ habit of locating the premium near to
the pack or product being promoted, and sometimes ‘gift with purchase’
(GWP).

In the service and retail sectors, these promotions all roll into one: when
you buy the service, you collect the premium. Examples include a free porta-
ble TV when you buy a car, a free personal filing system when you appoint an
estate agent, and a free carnation at the conclusion of a restaurant meal.

These promotions are very common in duty-free outlets and at cosmetics
counters in department stores, where vanity bags or other items are given
away when a purchase of a particular brand is made. They also work well in
the pub trade, so long as great care is taken not to overburden bar staff. Case
study 48 at the end of this chapter describes a classic grocery near-pack promo-
tion in the 1960s, and Case study 51 a near-pack used in the pub trade.

How it works

As with all premium promotions, a number of factors have to be brought into
balance: the attractiveness of the premium for the target market, its relevance
to the brand, its cost, and the practicality of handling it. With near-packs,
handling is a critical issue because arrangements have to be made for the
product to be available at the point of purchase without being taken by those
who do not buy the product. For these reasons, near-packs work best in outlets
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where there is counter service (as in the case of cosmetics counters) or where
itis possible and worthwhile to use field marketing staff (as in duty-free outlets
—see Chapter 2 for details of field marketing). It is generally not possible to
use near-packs in grocery multiples today.

The premium can simply be a one-hit reward, such as a vanity bag with a
purchase of cosmetics. It is also possible to include samples of other products
in the bag, and to include coupons to be used against the purchase of full-size
packs. That way the gift with purchase feeds into subsequent sales.

What to look out for

Near-packs give a direct and immediate incentive to buy one brand in prefer-
ence to another without devaluing the retail price. The right incentive — such
as a cosmetics vanity bag — can add real value to the brand proposition, but
they are expensive, involve careful arrangements at point of purchase and
reward those who would have bought without the incentive. They are, in prac-
tice, restricted to high-margin products.

Free mail-ins
The offer

Free mail-ins are premium promotions in which the customer collects one or
more proofs of purchase and sends them in for the item on offer entirely free
or at no cost beyond postage. The benefit is delayed and not immediate. It is
also subject to action on the part of the consumer after purchasing the item.
Unlike on-packs and with-purchase premiums, not everyone who is encour-
aged by the promotion to buy will send in for the premium.

How it works

The word ‘free’ is one of the most compelling and powerful in our vocabulary.
Rightly, it is subject to stringent restrictions. An offer is ‘free’ only if the
customer pays nothing to obtain the item other than collecting the requisite
number of proofs of purchase or pays only for postage in one or both direc-
tions. It is fair enough to say ‘free with 30p for postage’ if that is the cost of the
postage, but it is not allowable to say ‘free with 50p for postage and packing’.
Promotions that require a telephone entry can be ‘free’ only if a non-
premium telephone line is used — in other words, if the promoter is not
recouping some of the costs by making profits on the telephone service.

A critical question in the structuring of a free mail-in promotion is the
number of proofs of purchase that your customers must collect in order to
obtain the item. This is a rule-of-thumb exercise and follows these criteria:
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® The number must reflect the typical purchase frequency of your product
category. Note that it is category frequency, not brand frequency: the
purpose of a free mail-in is to encourage consumers to use your brand
rather than your competitors’ for more of their purchases of that type of
product. If more than one proof were required for a free mail-in on a hi-fi
or life assurance policy, that would be absurd, but for cat food or a visit to
a pub 10 or more would be wholly reasonable.

® The number must also be related to whether or not you are seeking to
influence trialists, light users, medium users or heavy users of your product
or service. The higher the number, the more you move along the spec-
trum towards heavy users. The lower the number, the less likely it is to
make any difference to the purchase frequency of heavy users.

® The level of redemptions is directly proportional to the number of proofs
of purchase required. Raise the number of proofs of purchase and you
lower the redemption level, and vice versa. This has obvious budget impli-
cations. The decision on the proof of purchase level is often taken in rela-
tion to the level of redemption that is affordable.

The level of consumer redemption is naturally affected by the attractiveness
of the premium (which you will want to maximize) and the closing date for
applications (which you should set so that no products will be on retail sale
after the closing date).

Two further factors are more amenable to alteration. You must decide
whether or not to make any charge for postage and whether or not to offer a
Freepost facility for customers to mail in their proofs of purchase. Note that
the lower the postage costs are in each direction the higher the response rate
will be. You must also decide whether or not to restrict the offer to one appli-
cation per household: this can unfairly restrict the reward to heavy and loyal
users, but it also cuts out people exploiting an attractive offer aimed at less
regular purchasers.

Free mail-ins can be used as part of a bigger promotional package. Remem-
ber, Gale’s offered branded collectables as a consolation offer to those who
failed to obtain a £10 instant win (see Case study 44).

Case study 47 - SmithKline Beecham

SmithKline Beecham did the same with a promotion for Ribena in 1995,
themed on the ‘Casper’ film. Consumers were invited to look under bottle
ring pulls or inside carfons to see if Casper had ‘spooked’ their pack and
given them a cash prize or a special Casper bubble watch. If not, they
could collect tokens for the watch or, on the botfles, for a Casper beaker
that revealed ghostly characters as it was filled.
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Using free mail-ins in this way means that a promotion works at two levels: as
an instantwin incentive for light users and as a collector offer for heavy
users.

What to look out for

The operational planning of free mail-ins is critical. Things can go wrong with
the handling, with the design of the premium, with delivery dates and so
forth. Getting them right is a matter of sound organization and attention to
detail.

The most difficult issue is organizing a supply of premiums to match your
expected redemption level. It is embarrassing to be so optimistic that you
have a warehouse full at the end, and equally embarrassing to be unable to
meet demand. This leads many promoters to seek over-redemption insurance
or to contract with a company prepared to supply all the premiums redeemed
at a fixed fee (this aspect is covered in Chapter 6).

Unless you contract out the promotion for a fixed fee, you will need to
develop a contingency plan to deal with the twin problems of over- and under-
redemption. Make an estimate of the likely flow of redemptions over the
promotional period; then monitor the flow over the first few weeks to give you
early warning of what the final redemption level will be.

If a free mail-in redeems at less than its expected level, you may be left with
surplus premiums. You have three options: agree a sale-or-return arrange-
ment with your premium supplier at the beginning (difficult if the premium
is specially branded); sell off the surplus to a company specializing in the
disposal of unwanted premiums (normally at a significant loss); or keep them
for another (but probably equally unsuccessful) promotion.

If a free mail-in redeems at above its expected level, you may be faced with
difficulties in obtaining sufficient extra premiums in time. Clearly, your early
warning system should help here. It is also advisable to make arrangements
for rapid extra deliveries with your premium suppliers at the beginning.
Section 35 of the Sales Promotion Code makes it clear that, ‘phrases such as
“subject to availability” do not relieve promoters of the obligation to take all
reasonable steps to avoid disappointing customers’. If you cannot supply the
premium you promised, ‘products of a similar or greater quality or a cash
payment should normally be substituted’. The best option is to order slightly
fewer items than your expected redemption level and have good arrange-
ments for rapid resupply with your suppliers.

Finally, you will need to organize the system for warehousing the premiums,
receiving customer applications, sending out the premiums, banking the
postage contributions (if any) and handling any subsequent customer
complaints. There are specialist companies called ‘handling houses’ that can
provide this fulfilment service if you decide not to do it yourself, and these are
discussed in Chapter 6.
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Self-liquidators
The offer

A self-liquidator promotion (SLP) is one in which the customer pays for all
(or almost all) of the cost of the premium and its associated handling and
postage. Such an offer cannot be described as ‘free’. Atbest, it can be described
as a ‘bargain’ when the cost is still below what customers would pay in the
shops. A typical example of a self-liquidator would be a ‘Super kitchen knife
—just £1.99, plus 50p postage and packing’.

How it works

A self-liquidator works in exactly the same way as a free mail-in, except that
the customer pays for all or most of the cost of putting on the offer.

What to look out for

Self-liquidators were popular in the days of resale price maintenance, before
the widespread development of retail discounting and mail order. In the
1970s, they fell out of favour. It became less and less possible to price a self-
liquidator at a level that made it worthwhile for consumers to send in for it.
Redemption levels of 1 per cent or less became common.

So why do companies go on using them? The reason is that there are some
cases in which they can be valuable. Nestlé, for example, created a series of
watches that it offered as an SLP in France, Spain and Portugal on its Nesquik
and Chopaquick brands. Produced in bulk in Switzerland, they featured an
‘N’ instead of pointers, and a rabbit and a dog respectively, which lit up when
a button was pressed at night. They sold at significantly less than comparable
watches. Many book and CD products can work as SLPs because the retail
margins remain very high. Collectables such as branded merchandise can also
be effective among regular users of a brand.

Self-liquidators work if one or more factors are present: you locate a
premium at a radically lower price than that at which it is available anywhere
else; you create an image for your premium that makes it a desirable, full-
price item; and the margins in the category are very large. With these excep-
tions, self-liquidators are an attempt to run an extra benefit offer without
actually giving an extra benefit. It is not surprising that customers give them
the thumbs down.

Brand extension promotions
The offer

Forty years ago, businesses relied on resale price maintenance, and branding
was in its infancy. No one walked round in Brylcreem clothing, however much
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they put it on their hair. No one wore Burton labels on the outsides of their
shirts. Elvis Presley releases were not accompanied by a merchandise deal.
The same change in the nature of business competition that has led to the
decline of self-liquidators has led to the increase in brand extension promo-
tions. The Héiagen-Dazs promotion cited earlier in this chapter is a typical
example. Many of these make a profit for the promoter.

An offer that makes a profit is a particularly attractive form of promotion. It
adds to, rather than uses, your marketing budget and turns the normal worry
about redemption rates on its head. If each redemption makes you money,
the more the merrier!

How it works

Brand extension promotions began when companies realized that people
would pay high prices for merchandise carrying their brand names. Early
entrants into this business were soft drinks brands (Coca-Cola), alcoholic
drinks (Guinness) and cars (BMW). Items were sold by coupons on the
product, mail-order catalogues and off-the-page advertising. During the 1980s,
Coca-Cola extended the principle to retail shops selling only Coca-Cola-
branded merchandise. They became a profit centre in their own right.

Confectionery companies have followed the same principle in a different
way. Nestlé’s Christmas stockings have long contained a tape, book or toy in
addition to a selection of confectionery items. Once the premium exceeds the
cost of the confectionery, it is questionable which is product and which is
premium. The inclusion of collectable self-assembly plastic or other models is
a permanent feature of Kinder Surprise eggs and several brands of yoghurt
aimed at children. Cosmetics companies such as Revlon have created bags
containing a complete nail-care kit and sold them as a temporary special
product.

Confectionery companies, notably Cadbury’s, have also been successful in
licensing their brand names for use on a range of items, including lunch
boxes and rucksacks, in return for a royalty on each item sold. The line
between the premium purchased by the company for promotional use, the
product manufactured under licence by a third party and the brand exten-
sion jointly marketed by both in their mutual interest has become blurred.
Film companies also license their film names, and products used in films can
benefit from such association.

Customer magazines are a form of premium. A 1996 Mintel survey identi-
fied 246 customer magazines in the UK, among which financial services with
43 magazines, travel with 34, IT with 26 and retailing with 25 were particularly
well represented. Customer magazines are a promotional benefit in them-
selves, a platform for further promotional offers and a means of engaging
other firms in joint promotion. Their scale is colossal — Ford Magazine,
published in four variants, had a print run of 800,000 copies, putting it among
the top 20 UK consumer titles.
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Is this sales promotion? In the past, sales promotion was defined as a range
of price and value offers designed to achieve marketing objectives by changing
any part of the marketing mix to influence the behaviour of end-users or inter-
mediaries, normally for a defined time period. The fourth edition Preface indi-
cated that the definition of sales promotion was changing to ‘anything that
provides a call to action that results in a demonstrable benefit while promoting
sales’. The debate continues. Changing the product by including things in it or
creating new products by putting your brand name on them is a sales promo-
tional activity. It requires the promoter to think laterally about the brand — not
just as a bar of chocolate, say, but as a bundle of values that can be expressed
equally well in clothing, bags, watches, albums and magazines.

What to look out for

The critical question to ask yourself if you are considering this type of promo-
tion is, ‘What business am I in?” The danger is that managers become overex-
cited about what are often marginal profit opportunities in branded
merchandise and neglect the marketing of their core product.

Be aware of the point at which an activity ceases to be promotional and
becomes a business in its own right. The Guinness Book of Records began as a
promotional premium for Guinness. It has become an entirely self-standing
product that many will not even associate with the dark liquid that gave it
birth.

Business gifts
The offer

Business gifts are items given to trade customers to promote goodwill. In the
grocery trade they are often known as ‘dealer loaders’ — a reference to their
historic use in persuading dealers to load up with stock beyond their require-
ments in return for an item of merchandise.

How it works

A survey by Mintel in 1997 of large and medium-sized companies showed that
existing customers are the main focus of business gift activity — cited by 63 per
cent of respondents. Branding of items was seen as essential by 70 per cent of
respondents. Few companies spent more than £20,000 a year on business gifts
and most were not wholly clear as to why they were doing it. Yet, judging by
the level of advertising for clocks, calendars, ties and leather goods in the
marketing press, business gifts are big business. Not knowing why you’re doing
it simply isn’t good enough.

Some specialists in the industry draw a firm distinction between a premium
and a business gift. A premium is seen as an item designed to persuade a
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consumer to buy one brand rather than another. A business gift is seen as
something that has impact, attractiveness, usefulness and longevity, but has no
such focused objective. This is a false distinction. Eversheds used a highly
imaginative premium item to encourage firms to contact it about intellectual
property law (Case study 23). Electrolux used a tape recorder in a special box
to encourage buyers to list a new product (Case study 50). Chapter 5 described
the use of a single wellington boot to encourage commercial property agents
to visit a new development. These are examples of items of merchandise being
used in imaginative ways to persuade business customers to do something.
The key sales promotional question, ‘Who do I want to do what?’ therefore
applies to business gifts as much as to any other area of sales promotion.

The public sector and many large organizations have rules preventing their
staff receiving gifts of more than token value from suppliers, and these must
be respected. However, 80 per cent of businesses are small operations run by
their owners and there is no conflict of interest between owner and buyer. If
this is your market, an item of merchandise can be a perfectly reasonable way
of persuading them to buy one brand rather than another. The same is true
for large organizations. When NatWest wanted to encourage start-up busi-
nesses to choose it rather than another bank, it teamed up with BT to offer
what was, essentially, a consumer promotion (Case study 38).

Approaching business gifts like this enables you to use them in a cost-effec-
tive and focused way. Avista has sometimes given well-made and distinctive soft
toys with discreet branding to clients at Christmas. They seldom cost more
than £10, and have this objective: “We want our clients to think of us as people
who are imaginative, know about premiums and care about families.” Business
gifts can be used to achieve other objectives, too:

® ‘We want personnel managers to have our telephone number on their
desk at all times.’

® ‘We want leisure centre staff to carry their personal kit in one of our sports
bags.’

® ‘We want shipping managers to put a map of the world on their walls that
shows our shipping routes.’

® ‘We want marketing executives to come to our seminars on opportunities
on the internet rather than to those of our competitors.’

® ‘We want chief executives to understand that we are at the leading edge
of thinking in our business.’

Note that the promotional objectives in all these cases are specific and deliver-
able. If the objective in the first example is specified as ‘We want personnel
managers to telephone us every time they need temporary staff’, it cannot be
delivered by a business gift. Having your telephone number on their desk is
helpful, but the objective is not then a foregone conclusion. You will need to
use it as part of a promotional campaign, not as the campaign itself.
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The objectives cited above could be delivered, respectively, by a branded
desk clock, an up-to-the-minute sports bag, an overprinted map, a free book
on the internet and a reprint of an article discussing your firm that appeared
in an industry magazine. None of these items is particularly expensive. Some,
such as the magazine article reprint, demand imagination and effort, but cost
almost nothing at all.

When you are looking for business gifts, there are three sources. The first is
to go direct to the many companies that advertise in the marketing press or to
Yell.com (the old Yellow Pages online). This can take time, but is the cheapest
way of doing it if you know exactly what you want. The second is to use a busi-
ness gifts catalogue. There are very many of these, often syndicated to local
agents. The advantage of this is that you have a single source of supply, you
can order in small quantities and many items are available from stock. The
third approach is to use a premium sourcing house (discussed in Chapter 6).
These used to be only really interested in large quantities or wide ranges of
items, but that has changed and they will now supply small quantities, albeit at
aslight premium over larger orders. The advantage of using them is that they
know about the latest technologies and designs and can search out and design
something original for your company.

What to look out for

There are rules governing VAT and income tax on business gifts, particularly
those given internally. Make sure you have a copy of the latest HM Revenue
and Customs advice and are in touch with your Revenue and Customs office
if you have any doubt.

Make sure you have also understood the internal rules of the companies
you do business with. Violating a rule that puts the recipient of a gift in an
embarrassing position is bad business: no one can have ‘I want my customer
to be embarrassed’ as a promotional objective.

That said, make sure you apply to business gifts the same rigorous thinking
about promotional objectives that you use in other areas. Don’t expect them
to do more than they can do, but make sure they do that job well.

Case studies

The four promotions in this chapter specifically focus on near-packs, on-packs
and business gifts. Other relevant case studies for premium promotions are
Kleenex Facial tissues (Case study 14), Eversheds (Case study 23) and NatWest/
BT (Case study 38).
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Case study 48 - Procter & Gamble

Some promotions are remembered for years, if not decades. Test this out
by asking someone over 50 if they remember the plastic roses promotions
of the early 1960s. This is the story behind it.

In the late 1950s, Procter & Gamble and Lever Brothers were locked in
trench warfare. Daz was an innovative synthetic detergent when it was
launched by Procter & Gamble in 1953. Two years later, Lever Brothers
responded with Omo. By the late 1950s, there was no functional difference
in washing performance between the two brands. Price promotion was rife
and ultimately unproductive. Up to 70 per cent of packs carried a ‘3d off’
flash, weakening the perceived value of the brands. There was continuous
heavyweight TV advertising. Despite all this activity, market shares seemed
locked at 12 per cent for Daz and 9 per cent for Omo.

How could Procter & Gamble break through the 12 per cent share ceiling?
How could it escape the price warfare? The answer when it came was @
classic of promotional marketing. Nearly 40 years on it carries lessons for
any brand in any sector facing similar market conditions.

Procter & Gamble tested alfernatives fo the ‘3d off’ packs in a panel of
88 stores across the country. Dozens of altematives were fested — and the
clear winner was the offer of plastic roses as a near-pack. Rolled out nation-
ally in 1961, 8 million roses were given away and Daz's market share
increased to 18 per cent. Costing around 3d against a perceived value of
&d, the flowers made sense both to the company and fo the consumer. The
scope for retail prominence was immense. The promotion was repeated in
the next two years, scoring brand shares of 16 and 14 per cent respectively.
By then, Omo had responded with plastic daffodils, effectively turning the
defergent price war into a flower war.

Plastic flowers were then — as now — considered naff by many people.
They had very litile to do with brand values, but rigorous testing showed that
they worked. And they did — for a while. Price warfare then resumed and,
by the mid-1970s, was again normal. The lesson of the Procter & Gamble
roses is that promotional innovation can have massive impact on brand
share, but no single promotional technique lasts forever.

What parallels to the Procter & Gamble and Lever price warfare can you
see in the market today, and how could premium promotions change the
situation2 In which retail sectors could you now use nearpacks, and in
which refail sectors would it be impossible?
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Case study 49 - Clearblue One Step

What kind of promotion is right for a pregnancy test? Different women
hope for very different outcomes, and some may approach the test with
considerable anxiety. By 1994, the pregnancy testing market was
crowded with technically similar products. Clearblue One Step faced a
major competitor that had recently been relounched with a full support
programme. In a crowded market, loss of brand share soon leads to loss
of distribution and a cycle of decline sefs in.

Clearblue One Step identified four objectives for the promotion: to offset
competitor activity; to add value to the product; to affirm the brand’s position
on women's health issues; and to offer an item of relevance irrespective of
the fest result. The product cost £10.75, and the cost of any promotional
item had to be in proportion to that price.

The promotion devised by SMP had both trade and consumer fargets. In
pharmacies, it is offen the pharmacy assistant who recommends which preg-
nancy fest fo buy, so the promotion had to appeal to pharmacy assistants. In
multiples, such as Boots, consumers self-select, so if the offer was to work it
had to be clearly marked on the pack.

The solution was to band a wellwoman diary to the pack. This featured
relevant and helpful information, irrespective of the test result, and a host of
other health advice. It worked: sales in autumn 1994 were up 20 per cent
on the same period in 1993 — a volume increase of nearly 12,000 units a
month.

This was a workable, practical solution rather than a piece of creative
genius. What shines through is the clear link between market conditions,
brand values, promotional objectives and the promotional solution. It
deserved to work and to win an ISP award for the company and its agency,
SMP.

What other options for an on-pack premium could have been considered
by Clearblue One Step? What would their advantages and disadvantages
be? Why would a free mailin promotion or a price offer not be appropriate
for this producte Are there other promotional mechanics Clearblue One Step
could have considered?

Case study 50 - Electrolux

Convincing buyers fo stock a product is crucial for any new entrant. These
'gatekeepers’ are the first hurdle any new product has fo overcome on the
road fo success.
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In 1994, Electrolux launched a new micro-cleaner, the X8. ‘It is very diffi-
cult fo create buyer interest in the vacuum cleaner market and to make the
product promise that bit different’, commented Simon Mahoney of sales
promotion agency SMP. The obijectives of the trade launch were, neverthe-
less, to create interest and awareness among buyers, gain listings and
increase market share.

Building on the name X8, Electrolux sent out a series of Xitraordinary
mailers to buyers. The rep then visited buyers, carrying a security box that
looked as if it was made from stainless steel and was emblazoned with top-
secreft messages. On removing the lid, a cassette player played a personal-
ized message to the buyers about the top-secret mission they were about to
embark on. After the message was played, the box revealed the X8 in all its
‘micro’ glory. The cassette player was left with the dealer.

Daft or what? It certainly worked, creating a great deal of interest and
amusement in the frade. All existing Electrolux outlets listed the X8, and the
firm gained several new accounts. Electrolux’s share in the cylinder cleaner
sector increased by 50 per cent over 1993, and overall it moved into brand
leadership.

Marketing is a serious business. Electrolux no doubt had a sfack of fechni-
cal and market research reports to show just how successful the X8 would
be, but you can't bore someone into buying — amusing people often works
better.

Does leaving the tape recorder with the dealer create a conflict of inferest
in companies where there are rules against giftse If so, what steps could you
take to deal with it2 In what kinds of markets does creating a special premium
of this kind make sense, and in what kinds would it not work?

Case study 51 - Smirnoff

Smirnoff is the UK's leading brand of vodka, but it faces a constant battle
fo persuade its core 18- to 24-year-old consumers to ask for it by name in
pubs and clubs. It's not an easy market: there are severe restraints on the
involvement of staff in promotions af a crowded bar, and the age group is
promotionally sophisticated. It is offen immune to promotional incentives
and easily bored.

The agency Marketing Principles looked closely at the question, "Who do
| want to do whate’ The key answer was fo encourage groups of friends to
talk about Smimoff. This is how the objective was achieved.

On asking for Smirnoff, consumers were given a foil sachet that contained
a pin badge replica of a Smirnoff bottle. The consumer then ‘cracked’ the
badge fo furn it from opaque to one of four luminous colours. It literally
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glowed for up fo four hours. Two of the colours could also be exchanged
over the bar for a baseball cap or Tshirt.

The promotion achieved ifs objectives. Outlet participation was 60 per
cent and sales of Smimoff's vodka were up by an average of 16 per cent.
Nearly a million Smirnoff consumers participated.

Two things characterize this promotion. First, the mechanic was simplicity
itself = a small item handed over the bar to those who asked for Smirnoff.
The bright and extensive promotional material had a simple message: ‘Ask
for itl" Second, the promotion relied on conversation among consumers fo
reveal its real nature, and they were all asking questions. Why is your
badge red? Why have you won a Tshirte Are there any other colours? How
long will this go on glowing? The promotion picked up the key nature of
youth pubs: a busy bar, a great deal of chat among friends and a keen
interest in working out something that is not immediately obvious.

What other premiums could Smimnoff have considered as items for the bar
staff to hand over? What particular issues in the Codes of Advertising and
Sales Promotion Practice did Smirnoff have to take into account in designing
this promotion? In what other markets is it crucial to encourage groups of
friends fo talk about the producte

Summary

Premium promotions are the most important way companies can compete
promotionally without altering the price. There are four main mechanics -
on-pack, near-pack, free mail-in and self-liquidator. The boundaries
between them are becoming blurred with the growth of brand extension
promotions.

There are considerable opportunities for promoting, enhancing and
extending brand value, but companies must be careful to remember their
main priorities. Business gifts should not be considered a separate
category, but an extension of thinking about “Who do | want to do what?’
in the business-to-business field.

There are practical and operational issues to consider in sourcing
premiums, organizing, handling, and dealing with redemption rates,
further details of which are given in Chapter 7.
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Self-study questions

13.1 What are the pros and cons of on-pack offerse

13.2 What do you need to take into account if you are planning a
near-pack?

13.3 What contribution can you ask the consumer to make if you are
running a free mail-in2

13.4 Why have selfliquidators fallen out of favour?

13.5 How can sales promotion extend a brand into new distribution
outlets?
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Prize
promotions

Prize promotions differ from every other mechanic discussed in this book in
that the benefit to the consumer depends on whether they win or not. A 20p
coupon is a guarantee of 20p off the product specified on it. A free mail-in is
an undertaking by the promoter to provide a premium in return for a certain
number of proofs of purchase. With prize promotions, there is no such guar-
antee. Three other characteristics distinguish prize promotions:

1. They are offers where the maximum cost can be predicted in advance and
does not vary with the numbers who participate.

2. A far bigger benefit can be given in a prize promotion than in a promo-
tion where the benefit is available to everyone who participates.

3. They are heavily regulated by the British Codes of Advertising and Sales
Promotion, the Lotteries and Amusement Act 1976, the Gambling Act
2005, and by other legislation that is far from simple to interpret.

There is a difficult balance to be struck in writing about prize promotions. On
the one hand, they are staggeringly successful. The chance to win a car, a holiday
or a substantial sum of money at little or no cost is permanently attractive to
consumers. Reader’s Digest has built its business on this basis, giving away nearly
£3 million a year. On the other hand, they are a legal minefield. The compli-
cated pattern of law regulating lotteries and gaming recognizes its attractive-
ness. Historically, government has restricted the opportunity to gamble.
Although government is easing restrictions on casinos and betting shops, and
has gone into the business itself with the National Lottery (now Lotto), some of
the older laws still remain. Reread the quote by Philip Circus —a legal expert on
sales promotions — given in Chapter 8. It suggests that as long as there is no
change to the purchase price then a prize promotion is ok.

Too much stress on legal niceties can lead promoters to regard it as a no-go
area. Too much stress on promotional effectiveness can lead promoters to
forget the need for caution. This chapter is designed to show you that it is a
minefield, but one that is worth getting through — just watch your step.

There are five types of prize promotion — competitions, free draws, instant
wins, games and lotteries. They are distinct in legal terms, are subject to differ-
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ent legal and code of practice restrictions, and offer different mechanisms for
winning the prize. The distinctions are not immediately obvious, and it is
worth spending some time making sure you fully understand them. In the
light of Philip Circus’s quote, the definitions may change in the future. The
industry knows them as follows:

Competitions offer prizes for the successful exercise of a significant degree
of mental or physical skill or judgement. Participants may be required to
pay or make a purchase to enter.

Free draws make available prizes by distribution of random chances. The
selection of the winning ticket is separate and later, not instantaneous
with its distribution. No skill or judgement is involved, and participants
cannot be asked to pay or make a purchase to enter.

Instant wins offer prizes by distributing a predetermined number of
winning tickets. Consumers know instantly whether they have won or lost.
No skill or judgement is involved, and consumers cannot be asked to pay
or make a purchase to enter.

Games are forms of free draw or instant win that give the appearance of
requiring skill but, in fact, rely on probability. They can be based on
brand-name games, such as Monopoly or Trivial Pursuit, or on generic
games, such as bingo or snakes and ladders. Because no significant degree
of skill or judgementis called for, no purchase or payment can be required
in order to enter.

Lotteries work in the same way as free draws or instant wins, but partici-
pants pay to enter.

These distinctions become clear if we take an example of a prize promotion a
local travel agent might put on. The promotion could be headlined ‘Win a
weekend break with Sunshine Travel’:

It would be a competition if it required entrants to identify the capitals of
five countries and to complete a tie-breaker. It would be legal to subhead
the promotion, ‘when you book your next holiday with Sunshine Travel’.
It would be a free draw if it said: ‘Just drop your name and address in the
box.” It would be illegal to subhead it, ‘When you book your next holiday
with Sunshine Travel’. Anyone walking through the door must be allowed
to enter.

It would be an instant win if Sunshine Travel overprinted its booking
confirmation with numbers that could be revealed by scratching off a
panel, and a particular combination of numbers instantly won the prize.
To be legal, anyone walking through the door should be given an equal
chance of winning.

It would be a game if the promotion read, ‘Play snakes and ladders at
Sunshine Travel and win a weekend break.” The game may require the
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use of a dice and even a certain amount of skill. The rules for a free draw
would still apply to it.

¢ Itwould be a lottery if the subheading read, ‘Raffle tickets available at just
10p each.’

To all intents and purposes, lotteries were a no-go area for commercial promot-
ers. The only exceptions were small-scale lotteries, held at a single event (such
as a dinner) with non-cash prizes below £50 in total value, and where the
proceeds were entirely devoted to charity. For this reason, lotteries were not
considered further in this chapter in the previous edition and as the law is
changing as this edition is being written, lotteries are again not covered.

The other four types of prize promotion are subject to specific rules relat-
ing to the closing date, the judging process, the description of prizes, the
announcing of winners, and so forth. The key features are described in the
sections that follow, and in more detail in section 40 of the British Codes of
Advertising and Sales Promotion Practice. Philip Circus, formerly the Direc-
tor of Legal Affairs at the Institute of Practitioners in Advertising, and legal
adviser to the Institute of Sales Promotion (ISP) and the British Promotional
Merchandise Association (BPMA), has written an invaluable book entitled
Sales Promotion and Direct Market Law: A practical guide (2007, Tottel Publish-
ing). Anyone thinking of setting up prize promotions needs to be absolutely
clear that they follow the complicated laws that govern such promotions, and
the best way to do that is to have your copy checked by the ISP, the Advertising
Standards Authority (ASA) or a specialist lawyer.

Competitions
The offer

To qualify as a competition — and therefore for it to be legal to ask for a
purchase to be made — the winner must be determined by the skill or judge-
ment shown. There are many forms of competition, the main ones being:

® Order of merit: ‘List the following five items in order of importance.’

® Complete a slogan: ‘Complete this sentence in no more than 10 words.’

® Question plus slogan: ‘Answer these 5 questions and complete this
sentence in no more than 10 words.’

® Spot the difference: ‘Identify 12 differences between pictures a and b.’

® [Istimate: ‘Estimate how many packs of this product will fit inside this
car.

® Spot the ball: ‘Mark the position of the football on this photograph.’

® Identify: ‘Identify these famous people from the photographs of their
eyes.
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® Be creative: ‘Draw a picture, take a photograph or write a story.’
® Treasure hunt: ‘Use the clues to find the hidden treasure.’

By far the most common type of test is the question plus slogan. It is the
easiest to fit into the limited amount of space available to communicate most
competitions, the easiest to explain and the easiest to judge. Its benefit over a
slogan-only test is that the questions filter the number of slogans that have to
be judged.

That said, there is a simplicity to promotions that do not have a filter to
reduce the number of tie-breakers. It makes the competition easier to enter
for consumers, and can increase participation. Captioning a photograph is a
good one-shot test of skill and judgement that many people enjoy entering.

About 3 per cent of the population always enter competitions, and 40 per
cent do so from time to time. The scale of competitions used to be enormous.
Reader’s Digest estimated in 1988 that, at any one time, there is £1 million in
competition prizes waiting to be won. The November 1988 issue of Competitor’s
Companion listed 27 competitions running in Tesco alone over the autumn,
and 63 competitions with a closing date of 30 November. Prizes included 40
holidays, £60,000 in cash, 12 cars and 40,000 smaller prizes.

Today, competitions are much less frequent, having been replaced in many
cases by instant-win promotions, and put in the shade by Lotto in respect of
the prizes they offer. Radio stations frequently run competitions that ask a
number of simple questions, but have no tie-breaker: the winning entry is the
first correct set of answers drawn from a hat. These are, in reality, free draws.
It is the skill and judgement shown in the tie-breaker that is the criterion of
skill and judgement in the competition as a whole.

Competitions are known for attracting professional competition entrants.
These are obviously small in number, but it is wrong to think of a clear
divide between professional competition entrants on the one hand and
non-entrants on the other. The secret of good design is to make your
competition attractive to the 40 per cent who sometimes enter and not just
the 3 per cent who always do.

How it works

Competitions tend to have a low level of entry — 0.5 per cent of opportunities
to participate would be considered high. Hugh Davidson, the former Euro-
pean Vice-President of Playtex, considers that they ‘absorb management and
sales force time to no object’. However, this ignores ‘promotional slippage’ —
the number who are attracted by an offer but do not enter. Competitions can
be effective in creating awareness, interest and impact at point of purchase
well beyond the number who enter. These are legitimate sales promotion
objectives, and they do have a bearing on sales. Unusual prizes can attract
significant levels of publicity, and there is still scope for more run-of-the-mill
prize publicity in local papers. Competitions are beneficial on these grounds.
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Competitions can also be useful ways of drawing attention to a product’s char-
acteristics. The Zantac 75 promotion (Case study 15) used an imaginative
competition mechanic for exactly that purpose.

There is a major benefit in running a promotion that has a fixed level of
costs and makes limited demands in terms of premium supply. Once you
have established the competition prizes and paid for the communication
materials, you know the limit of your costs. This is a characteristic shared by
other types of promotion described in this chapter and is of particular value
when a company’s budgeting procedure makes it difficult to cope with open-
ended costs.

There are various guidelines it is wise to follow when designing a competi-
tion. Remember that it is not a Mastermind test. Some competitions require
entrants to jump through hoops that would have left John Humphreys gasping.
There is no point in making the test obscure and difficult. There is, however,
considerable purpose in making it fun and amusing for your target audience.
Competitions continue to be attractive to children, and very often in specialist
markets, for these reasons.

Once you have selected the type of competition you want to run, design it
so that there is an identifiable winner. A competition that consists of only a
series of questions is likely to result in a great many correct solutions. The
winner cannot be selected at random, as then it becomes a draw. This is the
reason for the common use of the tie-breaker slogan. Creative tests are also
capable of yielding a single winner, while every other kind of test needs a
method of judging between those who get the correct answer to the estimate,
the identification, the order of merit or the questions.

Itis essential to set it up from the beginning so that it can be judged. The
requirement in a competition is for the exercise of ‘skill and judgement’.
These are prone to subjective interpretation. It is therefore important to
indicate on what grounds ‘skill and judgement’ will be assessed. This is the
reason for the inclusion in tie-breaker instructions of phrases such as ‘in the
most apt and original way’ or ‘in the most amusing way’. Any independent
judge will want to know the grounds on which the selection of a winner is to
be made, so it is sensible to build this into the structure of the competition
from the beginning.

When you come to write the copy, make sure everything that the entrant
has to do, from obtaining the necessary number of proofs of purchase to
completing a tie-breaker, is as clear as possible. The events that follow, from
the judging process through to any obligation to participate in publicity activ-
ity, must also be made clear from the beginning. The British Codes of Adver-
tising and Sales Promotion set out what must be included.

The level of response to competitions is strongly influenced by the prizes
on offer. The best starting point is to fix the budget available. There are then
several ways in which you can think about the prizes you offer.

There is an argument that a single major prize creates the greatest interest;
another is that the greater chance of winning one of many lesser prizes is
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more attractive. There is no absolute answer to this. Partly in response to
Lotto, there has been a decline in the conventional system of a complicated
and graduated prize structure: a big first prize, three second prizes, five third
prizes and so forth. This structure dissipates impact and increases costs. The
best solution is probably a single major prize and a large number (perhaps
100 or more) of runners-up prizes. It can be possible to use a variant in which
everyone gains an item of some value, for example a coupon for money off
future purchases. If you are doing this, be careful not to describe it as a prize.
Something that every entrant obtains is not a ‘prize’ but a ‘gift’.

There are several tried-and-tested prizes. Holidays and cars are always top
of the list because everyone likes them, and it is easy to provide a better
version than most people would buy of their own accord. However, your
holiday does tend to be lost among the many other holiday prizes simulta-
neously available, hence the appearance of ‘specials’, such as Golden
Wonder’s offer of ‘your own tropical island’ or the prize of becoming lord
of the manor of an English village. Specials tend, by their nature, to be
things no one really wants, however. The best solution is probably a twist to
astandard prize, for example ‘Get your hair cutin New York.” This combines
a good standard prize with a special that (importantly) relates to the item in
question — in this case, a hair care product.

Many competition rules specify that there is no cash alternative. There are
two reasons for doing this: you have already bought the prize in question, or
you will be buying it at a substantial discount to the normal price and prefer
not to disclose the actual cost to you. If the rules do not exclude a cash alter-
native, arguments about the value of a prize can be difficult, and a refusal to
give a cash alternative can seem unreasonable. Conversely, there are cases
where a cash alternative is essential, for example in the case of the delightful
but impractical tropical island. In that case, the amount of the cash alternative
should be specified up front.

It is worth seeking publicity for the prize winner. Local papers are normally
happy to run a photograph and caption of a local prize winner, and it is gener-
ally possible to obtain coverage in your relevant trade press. Prize winners are
sometimes reluctant to be used in this way, and it is important to respect their
sensitivities. However, if you intend to use the prize winner for publicity
purposes, it is important to make this point in the competition rules and to
specify it as a condition of entry.

What to look out for

There are several things to look out for when running a competition, and
some require very careful thought. Asking entrants to predict a future event,
such as the outcome of a football match, is considered forecasting and is
illegal in a competition. Asking them to predict when the first goal will be
scored is also illegal in a competition, but on the different grounds that it is a
matter of chance. Asking them to predict the weather at the London Weather
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Centre on the day the match will be played may not be illegal because the
weather is a state of affairs and not an event; its legality will depend on whether
or not a substantial degree of skill is required. No wonder lawyers are
needed!

Judging is an area of administration that causes headaches, particularly if
you are faced with thousands of entries. Resist the temptation to treat it as a
draw — choosing the first tie-breaker slogan that catches your fancy. You could
find a dozen other entrants providing evidence that they had submitted the
same slogan. Be clear before you start judging how you are going to interpret
the rules. Is ‘100’ two words (‘one hundred’), one word or not allowed because
it is not a word? Do hyphenated words count as one word or two? A good
guide is to reduce the number of potential winners by making a strict inter-
pretation of the instruction to complete a sentence in ‘12 words or fewer’.
Being strict also protects you against those who may complain that, if they had
known that ‘words’ meant ‘words or numbers’, they would have submitted a
different entry.

Slogans are often required to be ‘apt and original’. There is a trap for the
unwary here. If two entries use the same slogan, neither can be the most
original; how do you choose between the two? Slogans that echo the long-
established advertising of a brand (‘I love Cadbury’s Roses because they
grow on you’) are unlikely ever to be original, however flattering they may
be to the advertiser.

James Porteous, a veteran of the judging business, advises using a team of
eight people in a judging session. The first stage is to take a pile of entries,
choose the ones you like and pass those you have rejected to your neighbour
to do the same. When the process has been carried out by five of the eight, the
shortlisted entries have been selected by a majority. The second stage is to go
through all the individual favourites and reverse the process — putting to one
side any that any single judge dislikes.

These two stages will have produced a crop of entries that could all be
winners. The third stage is to choose the winner or winners by asking the
question, ‘Is this entry better than that?’ This is done by all the judges
together. If you need to select one winner, take the entry at the top of the
pile as the provisional winner and read out the slogan. Take the next entry,
read the slogan and ask, ‘Is it better?’ If not, discard it. If it is, it becomes the
provisional winner. The process continues until all entries that have reached
stage three have been reviewed, and the last remaining provisional winner
becomes the actual winner. If there are 10 winners to be selected, follow the
same process, but select the 10 entries at the top of the pile as provisional
winners. If any subsequent entry is better, discard the least good of the 10
and replace it, continuing until all entries that have reached stage three
have been reviewed.

A large and apparently daunting task quickly and fairly becomes managea-
ble using this method. Normally, judges come to a consensus choice of the
final winner. If you need to take a vote, allocate each judge 10 points to distrib-
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ute among the entries that are in contention for the prize. Often, everyone’s
second preference will emerge the winner.

The Code of Practice requires that both an expert and an independent
judge are involved in the judging process. They can be one and the same
person, for example a teacher for an art-related competition or a travel agent
for a travel competition. They can prove a help in managing the judging as
well as demonstrating that the process is fair and seen to be fair.

A large number of entries is a reasonable test of the attractiveness of a
competition, but not of its promotional effectiveness. The number of entries
can be quite unrelated to the promotional objectives. Attracting entries
depends on presenting the competition in the most compelling way for your
particular audience — offering a free or low-cost means of entry and making
the competition easy. Clever word games will be attractive to some groups, if
not to most. It may be, however, that your promotional purpose is trade
related, for example to gain display. Once that is achieved, the number of
entries makes no difference at all. The question, “‘Who do I want to do what?’
discussed in Chapter 4 is the basis on which you can determine the style of
competition you use and how easy and attractive you make it to enter.

Free draws
The offer

In a free draw, winners are determined entirely by chance and it is not permis-
sible to require any payment or proof of purchase from entrants. Free draws
differ from instant-win promotions in that people do not know immediately
whether they have won or not. Second stages in free draws vary, and include:
waiting until the closing date to see if your entry is selected; posting a set of
numbers in to a handling house to be checked against a predetermined list of
winners (a practice much favoured by direct-mail magazines); and hoping to
find the matching half of (for example) a banknote on your next visit to the
outlet that hands them out.

Why should promoters use free draws rather than competitions and lose
the ability to ask for a proof of purchase? What is the advantage of issuing
prizes at random to people who may never be customers? There are four
reasons for using free draws:

1. They can be highly effective in generating interest, awareness and partici-
pation. In particular, free draws are a strong traffic builder for retailers
and a proven readership builder for newspapers. The absence of tie-
breakers means that free draws attract up to 20 times as many participants
as do competitions.

2. They are easy for the promoter to administer, are easy for consumers to
enter, involve a fixed prize fund and are a quick and easy way of building
a customer and prospect database.
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3. They can involve an implicit encouragement to purchase. This needs to
be treated carefully. Newspapers invariably state (as they are required to)
that consumers can check their tickets without buying the newspaper;
petrol stations invariably state (as they are required to) that tickets are
issued to all those who visit the petrol station, not just those who buy
petrol. This is the ‘plain paper entry’ route. In practice, between 80 and
90 per cent of those who enter also make a purchase.

4. They allow substantial opportunities for creativity. Compared to competi-
tions, which are the main alternative for those seeking a mechanic with
fixed costs, free draws require far fewer rules and do not require ques-
tions or tests, but do allow free rein for games of every kind.

Free draws share some of the features of competitions: a fixed prize fund; a
range of prizes; and the need to make conditions of entry clear. These points
are therefore not repeated here. This section looks at the characteristics
particular to free draws, those relating not to the offer itself but to how it
works.

How it works

The simplest way to operate a free draw is to have a pile of cards on which
consumers can write their names, addresses and any other information you
want to collect from them, a box for them to make their entries and a
declared date on which the winner will be drawn from the box. For busi-
ness customers it is even simpler — simply provide a box into which they can
drop their business cards. When you make the draw, it is important that it
is done by an independent person and that it is done with witnesses so it is
seen to be independent.

Another way is to issue consumers with a card printed with a unique set of
random numbers. These numbers are openly displayed, not uncovered by
opening a flap or scratching off a layer. The winning numbers are announced
separately — on a board in a shop or in the pages of a newspaper. Consumers
have to check the winning numbers against the number of their card and, if
the numbers are the same, contact the promoter to claim the prize. Most
newspaper cards operate in this way, with winning numbers displayed daily in
the paper. There is a clear advantage of a double hit - first obtain the card and
then check the winning numbers. Note that, to be legal, consumers must have
a no-cost way of checking the winning numbers.

Predetermined number cards are a variant on the random number system.
Each card is uniquely numbered but, instead of the winning numbers being
announced for consumers to check, cards must be returned to the promoter
to be matched against predetermined winning numbers. Reader’s Digest and
other direct-mail operators often use this format because it encourages
consumers to respond to direct mail.
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A fourth method is to distribute a series of different cards that have to be
matched together to create a set. Only a limited number of the cards needed
to complete the set are distributed. Once the setis complete, the win is instant.
Petrol stations have used this format to good effect with matching halves of
banknotes. The lefthand halves were plentiful and right-hand halves very
rare.

These are very much the bare bones of each type of free-draw offer. Actual
free draws can be very complicated and can have characteristics of two or
three of these types. For example, you can have an instant-win card that is also
(when mailed in) a predetermined number card and gives the opportunity to
match and complete a set. Numbers can be replaced with symbols or words
and a whole range of other variants introduced.

What to look out for

Out-of-the-hat draws are perfectly straightforward. They are regularly used by
retailers, motor dealers and companies holding an exhibition as a traffic
builder, as a way of capturing names and as a focus of attention. As long as the
guidelines in the Code of Practice are followed, they present no terrors.
Indeed, they are one of the fastest and simplest forms of promotion to organ-
ize, and highly attractive on those grounds alone.

Other types of free draw need careful attention to the mechanisms that
prevent fraud and ensure an equitable distribution of winning tickets. You
need to use a security printer to make sure that you do not have multiple
winning tickets in circulation. A means of verifying the winning ticket via
hidden but unique marks is also advisable. You need to carefully seed the
winning tickets so that they do not all turn up in the same outlet at the
same time. Also, you need to ensure that there is no one involved with the
distribution of winning tickets who can take advantage of his or her knowl-
edge. A good way of doing this is to ask an independent person to do the
seeding. That way you are also protected if you are publicly accused of
fixing the scheme.

All these factors are manageable if you do three things. First, use a specialist
printer (discussed in Chapter 6). Second, consider the use of promotional
insurance (also discussed in Chapter 6). Third, make sure your copy is checked
by the ASA, the ISP or a specialist lawyer. A good sales promotion agency can
help you with all of this as well. These three golden rules for successful prize
promotions apply even more strongly to instant wins.

Instant wins
The offer

Instant wins have been around for a number of years in the form of scratch
cards overprinted with latex or with perforated windows to hide the winning
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or losing combinations. Only a limited number of winning cards are distrib-
uted, and consumers know instantly whether or not the card they have is a
winner.

Instant wins took a major step forward with the launch of the Heinz ‘Win a
car a day’ and the Pedigree Petfoods ‘Is there a car in this can?’ promotions
in the late 1980s. They are seen by some promoters as the only truly new
promotional technique in recent years. The great advantage of these promo-
tions over free draws is that consumers know if they have won a prize as soon
as they open the can. The hope that there will be a line drawing of a car on
the inside of the lid creates an element of excitement and expectation every
time the can is opened. The first time it was used, the consumer interest was
colossal. Instant wins converted prize promotions from a delayed to an imme-
diate offer — and the latter is always more effective.

Why had instant wins not been used on grocery products before the late
1980s? The reason was that promoters thought it was illegal because consum-
ers would have to buy the can to see if there was a picture of a car under the
lid, making it a lottery. What made these promotions possible was careful legal
advice that offering consumers the opportunity to have a can opened by the
manufacturer on their behalf meant that they did not have to make a purchase
in order to participate. Prior to the Heinz and Pedigree Petfoods promotions,
an opportunity to ‘Win a car a day’ printed on a tin was thought to need a
competition mechanic. Free entry or ‘plain paper entry’ made instant wins a
promotional offer that could legally be made on-pack.

Promoters still have to be careful. It is vital that there is a genuine, realistic
and unlimited method of free entry. In 1995, Interactive Telephone Services
(ITS) was convicted of operating a lottery under the Lotteries and Amuse-
ments Act 1976. The promotion was called ‘Telemillion” and consisted of
phoning a premium-rate telephone line, answering a simple question and, if
the answer was correct, being entered in a draw. ITS claimed the promotion
was not a lottery, because there was a free-entry route. The court disregarded
this, as free entries never exceeded more than 0.184 per cent of entries in any
month. If there was a genuine, realistic and unlimited free-entry route, the
proportion would be much higher. Promoters are cautious about releasing
figures for the proportion of free entries they receive, but a figure of 10 to 20
per cent would be considered reasonable.

How it works

Instant wins work best on low-cost, high-volume products that have relatively
low product differentiation. This enables large prizes to be offered and the
possibility of winning the prize to be a major factor in the purchase decision.
Walkers crisps lifted its market share in groceries from 57 to 63 per cent
between August 1992 and August 1994 on the basis of three separate instant-
win offers. Walkers’ device for the instant win was a twist of blue paper in the
crisp packet — harking back to the days when crisps were plain and the salt was
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contained in a twist of blue paper. The company went on to achieve further
gains by integrating ‘Dial-a-prize’, ‘Instant cheque’ and other essentially
similar promotional activities with its Gary Lineker theme advertising in
1995/96.

Walkers also noted a decline in response to its instant-win promotions each
time it used them. This is a standard promotional experience. It has been
shared by Camelot with its ‘Instants’. To continue working, the instant-win
principle needs constant refreshing with new formats. Among the best people
to advise on new ways of delivering the same concept are the specialist print-
ers of scratch cards and games discussed in Chapter 6. Another good way of
keeping at the leading edge of promotional practice is to watch what Reader’s
Digest does: a technique is not worn out the second time it is used, though it
may be by the twentieth time.

What to look out for

The considerations that apply to free draws also apply to instant wins, notably
in respect of security and seeding. An additional issue to take into account is
the possibility that the top prize is won early on in the promotion. From then
on, consumers are, in effect, being misled about the possibility of winning.
The same applies if the promoter keeps back the pack containing the top
prize until late on. It can be advisable to have two or three big prizes, though
this militates against the attractiveness of the mega-prize.

Games
The offer

‘Games’ in sales promotion are anything from a newspaper fantasy football
league, a word search with prizes, a scratch-off game of Monopoly, to predict-
ing the temperature on Christmas Day. Some require proofs of purchase and
some do not. They are distributed variously on-pack, door-to-door, in advertis-
ing and as free-standing cards. Everyone knows what these games look like,
and they can be hugely successful. However, as we will see below, they are
really versions of a free draw, instant win or competition.

How it works

Most people think of a game as something that involves skill. In fact,
English law defines a game of skill very restrictively. Most games, including
complicated card games such as whist and bridge, count in law as games of
chance. Only in such games as duplicate bridge, chess, darts and snooker
does the element of skill predominate over the element of chance. If it is
a game of chance, as you will know by now, you cannot ask for payment or
purchase.
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Don’t people pay to enter games of chance such as bingo, roulette and the
football pools? Yes, they do, and these are regulated under the Gaming Act
1968 and other legislation. The general purpose of that legislation is to restrict
the availability and attractiveness of gambling and to subject it to taxation and
detailed regulation.

Games used in sales promotion are generally of two types. They are a form
of instant win or free draw dressed up as ‘playing’ a version of Monopoly,
Scrabble, Trivial Pursuit, ludo or snakes and ladders. Alternatively, they are a
form of competition dressed up as ‘playing’ a word game, predicting a future
state of affairs or taking part in some other test of skill and judgement. What
they are not (because that would be illegal) is the sort of game that the Gaming
Board regulates. It follows that ‘games’ do not really exist as a separate cate-
gory of prize promotion; rather they are a version of either a free draw/instant
win or a competition.

This distinction has been tested in law. In 1995, News International won a
case against Customs and Excise, which wanted to charge it pool betting duty
of 37.5 per cent or general betting tax of 7.5 per cent on its ‘fantasy’ promo-
tions. These varied from ‘fantasy fund manager’ in the Sunday Times to the
‘Dream team’ in the Sun and two cricket competitions in The Times — a classic
case of versioning the same concept for the different interests of different
readers. Three of the four promotions operated by premium telephone line.
The crucial question was whether the payment that this involved amounted to
a bet. If it did, News International would have had to pay up. The tribunal
held that it did not.

What to look out for

If you are going down the free-draw/instant-win route, games are in practice
a clever and interesting way of dressing them up. All the considerations given
in the sections on those two mechanics apply. Above all, ensure there is a free-
entry route that is genuine and realistic. The opportunities for a great promo-
tion rely on your skill and ingenuity in devising a game theme that is original,
simple and exciting.

If you are thinking of running a competition route that requires a proof of
purchase, the considerations in the section on competitions apply. Be careful
not to ask for any payment other than the proof of purchase. It is here that
you can take advantage of promotions that are based on probability, which are
discussed in the next section.

Probability promotions
The offer

Golf clubs have long enjoyed ‘hole-in-one’ competitions where an enormous
prize is made available in the unlikely event of a hole-in-one being achieved.
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The possibility is insured against by specialists who have calculated the prob-
abilities and are prepared to underwrite the risk for a fee. Exactly the same
principle can be used in sales promotions that require a series of 10 items to
be listed in order of priority or the temperature on a given day to be
predicted.

How it works

The basic form of this offer requires the entrant to list a number of items in
order of importance, such as the world’s best cricketers or the factors that
make for a good holiday. The ‘correct’ solution is chosen in advance by an
independent judge and placed in a sealed envelope. Skill and judgement
must be required on the part of those entering. It would be wrong, for
example, to ask entrants to list a series of numbers in order of importance,
because that would require only guesswork.

Who can objectively place in order of importance the all-time best cricket-
ers or the factors that make for a good holiday? Objectively, no one can, in the
sense that they could list the countries of the world in order of size or popula-
tion. However, the judgement of an expert amounts to an objective test. It is
fair enough, therefore, to ask a cricketing journalist to determine the all-time
best cricketers and a top travel agent to determine the list of factors that make
for a good holiday and to use your expert’s answer as the correct solution.

The basis of a promotion in which, say, 10 items are listed in order of prior-
ity is the probability (or unlikelihood) of anyone listing the set of items in a
particular order. The chances of so doing depend on the numbers of items to
list, as shown in Table 14.1.

The exponential nature of the increase is obvious. If there are 10 items to
list in order of importance, the chance of someone getting it rightis 1 in over
3.6 million. It should be possible, therefore, to risk offering a prize of £1
million for the inverse of the probability — just 28p. The risk in letting 1,000
people enter is around 1,000 times greater, but should still cost only £278. Of
course, an insurance company needs to cover its administrative costs, security,
reinsurance and the possibility of more people entering than expected. The
normal minimum for insuring a £1 million prize is £25,000. A rule of thumb
for working out the insurance cost is to divide the expected number of entrants
by the odds, multiply by the prize value and double the resulting number.

Increasingly imaginative ways are being found to integrate high-value prizes
with high odds and lower-value prizes with lower odds. For example, an offer
with a football theme could promise a huge prize for getting three questions
right:

1. the number of goals in a match (odds 4 to 1);
2. how many players will be booked in the match (odds 20 to 1);
3. the time in minutes before the first goal (odds 90 to 1).
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Table 14.1 The probabilities of listing items in a certain order for a
given numbers of items

Numbers of items Probabilities of being right

2 1in 2

3 1in 6

4 1in 24

5 1in 120

6 1in 720

7 1in 5,040

8 1 in 40,320

9 1 in 362,880
10 1in 3,628,800
11 1 in 39,916,800
12 1 in 479,001,600

The odds of getting all three questions right are several million to one, but
you could offer a voucher or merchandise prize to those getting one or two of
the questions right. You could also risk — and insure — the possibility of offer-
ing more than one huge prize on the basis that fewer than half the people
who win a prize actually check that they have done so.

What to look out for

Promoters using this mechanic should remember that these offers can
produce substantial negative publicity and give an impression of sharp
practice. Case study 58 shows how Faber & Faber dealt with this possibility
by offering a prize of such high value and high odds that it was unlikely
anyone would win.

Brooke Bond was less fortunate with its 1995 promotion headlined ‘Million-
aire tomorrow?” Consumers were asked to select their own combination of
numbers and letters and enter them in a free draw. If their sequence matched
that drawn on TV, the winner would receive £1 million. Complaints were
made to the Advertising Standards Authority (ASA) that the probability of
winning was 6,760 million to one. Brooke Bond was censured by the ASA on
the grounds that ‘Readers would neither readily appreciate the substantial
odds against selecting the correct combination nor realize that unless this was
achieved no prize at all would be awarded.’

Particular care needs to be taken with promotions that involve predicting
the future. The distinction between predicting an event (illegal) and predict-
ing a state of affairs (legal) needs to be borne in mind if a competition format
is being used and a proof of purchase is asked for. Note that, if no proof of
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purchase is required, both are legal. In all these cases, a specialist insurer,
such as PIMS-SCA, can quote a price for insuring the prize you want to offer.
It can also work the calculation backwards, telling you, for example, what
prize and what odds you could offer if you had (say) £30,000 available to pay
for the insurance and a reasonable estimate of the likely number of entrants
(how these firms work is described in Chapter 6).

The golden rule, as in any other promotion, is to think about the people
who will enter the competition as being people with whom you want to build
along-term relationship. People don’t mind high odds — they are high enough
in Lotto — but they do mind being misled.

Case studies

An element of prize promoting comes into many of the case studies in this
book: the main mechanic in the Maxwell House promotion (Case study 10)
was a free draw; a competition was used by Zantac 75 (Case study 15) and by
Rover Group (Case study 24); Gale’s honey used an instant-win technique
(Case study 44), as did Smirnoff (Case study 51). These all give a sense of the
wide variety of prize promotions.

The seven case studies selected for this chapter focus, amongst other things,
on a particular way of integrating an instant win into a product and on an
effective probability promotion.

Case study 52 - Sarson’s

Vinegar is not an exciting product. Sarson’s, the brand leader, is constantly
looking for reasons to maintain ifs grocery display and justify its price
premium over own-label vinegars. lts one distinguishing characteristic is its
'shaker’ top, reflected in its advertising line, ‘Shake on the Sarson’s’.

This, plus the emergence of new ink fechnologies, gave the basis for a
promotion by SMP that won an ISP award in 1995. Collarettes were printed
with a special ink that reacted with vinegar. VWhen sprinkled with vinegar,
they revealed cash prizes of £1 to £1,000, a £1 McCain's voucher or a
"20p off next purchase’ coupon.

The promotion had extensive objectives: increase sales, arrest market
decline, add interest, justify price premium, encourage repeat purchase,
add value, differentiate from own-label vinegars, and reinforce the advertis-
ing message. It succeeded in lifting share. Its characteristic was a clever use
of emerging ink technology to deliver a standard range of prizes in an infer-
esting and relevant way.

Could Sarson'’s have referred to the "20p off next purchase’ coupon as a
prize? If Sarson’s had wanted to offer a £1 million top prize, what would it
have needed to do?
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Case study 53 - The Times fantasy share game

In 2001, PIMS-SCA joined forces with The Times newspaper and
Bloomberg to run a fantasy share trading game, offering players the
chance to become a millionaire. With over 154,000 players and more
than 300,000 registered portfolios, the promotion was a resounding
success for The Times, Bloomberg and its participants.

In order to play the online game, entrants obtained a password from The
Times. By logging on to the website www.thetimes.co.uk/fantasyshares,
entrants registered their portfolio containing 10 shares with a fund value of
£1 million. Entrants were able to register as many portfolios as they wanted,
at any fime of the game. For the following 10 weeks, participants traded
shares, frying to gain the highest profit.

One individual won £100,000, having increased the value of his virtual
portfolio by 30 per cent during the 10-week period. If he had also been
amongst the top performers in any three categories, he would have been
awarded a £900,000 bonus and reached millionaire status.

Weekly prizes were awarded for those participants who held the portfolio
that rose the furthest within the share rankings. These bonus prizes, worth up
to £250,000, were insured by PIMS-SCA, and included a Sunseeker yacht,
a luxurious gourmet weekend at Hennessy's Chateau de Bagnolet and a
garage full of Lotus cars. The overall value of prizes available in the promo-
tion was £3 million. PIMS-SCA helped The Times and Bloomberg o achieve
their objectives by assisting in constructing the game in a secure online envi-
ronment and leveraging the budget to maximize prizes, all at a fixed cost.

Case study 54 - Asda’s Instant Reward Cards

This is an interesting sales promotion — winner of the ISP Gold Award for
‘motivation’ in 2009 — as the rewards are for staff, described as ‘super
heroes’, who go the extra mile and make a difference for Asda customers.
Each manager is provided with a quota of instant reward cards that
provide a range of freats, from paid time off to chocolates or flowers.
Special Christmas cards are used in the run up to the busiest shopping
period with higher value random prizes — one in five offered £200 Asda
shopping vouchers. The obijective is to provide instant reward and
recognition to Asda ‘colleagues’ who excel, as well as to reinforce the
Asda Service Hero of the Month award, who also receives a gold reward
card with different added value prizes. The simple campaign aligns with
the behaviour and company's goals and generates excitement through
instant rewards.
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Case study 55 - Worthington Cup final kick for
£1 million

On 25 February 2001, Worthington beer, the sponsor of the English
football League Cup, offered three lucky consumers the chance to win £1
million.

At halfHime, the finale to Worthington beer's largest ever promotion, with
prize money cover, construction and evaluation covered by PIMS-SCA, was
played out in front of 80,000 spectators. Two confestants had won the
chance to participate in the activity via an on-pack promotion on Worthing-
fon’s Cream Flow Bitter.

To win the £1 million the contestant needed to complete five football skill
tests:

Test 1: Kick a football into the net from the 25-yard line.

Test 2: The contestants competed against each other in a sudden-death
penalty shootout against Chris VWoods, ex-England football
goalkeeper. The winner of this round automatically won £25,000 and
progressed alone fo the third fest.

Test 3: The contestant kicked the ball through a target to win £50,000.

Test 4: This was identical fo test 3, but the diameter of the target was
reduced and the prize increased to £200,000.

Test 5: The contestant needed fo score five penalties, against Chris
Woods, out of five, to win the £1 million.

With the spectators’ support the contestant won £50,000, and

Worthington beer generated huge awareness and PR for its brand.

Case study 56 - Cadbury’s Txt ‘n’ Win promotion

When Cadbury's decided to run an on-pack promotion on its chocolate
bars, moving away from the traditional promotional techniques and
incorporating new technologies, it approached PIMS-SCA and Triangle
Communications.

As over 1 billion text messages are sent in the UK every month and text
messaging is increasingly popular among all age groups, companies are
now incorporating this means of communication info their promotional activ-
ities. Cadbury’s was one of the first large companies fo toke advantage of
such a medium and incorporated it into its own Txt 'n" Win promotion.

To be in with a chance of winning cash prizes or PlayStations, Palm pilos,
DVDs or TVs, confestants purchased a Cadbury’s chocolate bar with @
promotional wrapper and sent off the fext message that appeared inside the
wrapper, from their mobile phone. Winners were notified via an SMS text
message of their prize.
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Cadbury's was able to take advantage of the PIMS-SCA expertise and
maximize its brand awareness while minimizing costs and removing its
financial risk. Not only was this mechanic a fun promotion to enter from the
consumers’ point of view, but it also firmly positioned the Cadbury’s brand
at the leading edge of consumer interactivity.

Case study 57 - Diageo

Diageo has carried out sales promotions of its Guinness and Smirnoff
brands using SMS advertising. These have included a three-question
competition with the prize as free drinks or two for the price of one at
cerfain bars between specified times on particular nights. The prizes are
awarded on presentation of the text message sent fo the winning
competitors on their mobile phones at the bar.

These can in future be in code read info a code reader kept behind the
bar. Many promoters are confent to allow much wider broadcasting of offers
through viral activity and are happy with the extra frade generated.

Case study 58 - Faber & Faber

Some sectors are relatively low users of sales promotion and so give an
opportunity for the creative use of techniques that are familiar elsewhere.
One of those is the book trade. Publishers face the challenge that 60 per
cent of bookshop visitors leave without making a purchase, that consumers
buy on impulse and that the saliency of individual fifles on bookshelves is
low. The solution is to provide a range of key titles with maximum in-store
prominence and encourage consumers o browse among them and make
a purchase.

Triangle Communications addressed this for Faber & Faber with a self-
assembly ‘book tower’, containing four copies of each of 25 titles, heavily
flagged 'How to become a millionaire’. Consumers were asked to enter a
competition based on clues among the books and complefe a tie-breaker,
which was to write the title for a book with a given synopsis. The winner was
guaranteed a £10,000 prize and the opportunity to turn this into £1 million
at a prize-giving event hosted by Melvyn Bragg. At this event, the winner
was asked fo select from a tower containing 100 books, 99 of them contain-
ing £10,000 cheques and one a £1 million cheque.

The need to grip intermediaries was not neglected and followed the theme
of the promotion. Refailers were invited to submit photographs of their
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displays for a £500 reward, which they could turn into £10,000 by means
of the same mechanism used with consumers. The highestachieving rep also
won £500 that could be turned into £10,000.

The promotion took the book trade by storm, increasing Faber & Faber's
sales during the period of the promotion by 15 per cent. Support from both
independents and multiples was considerable, with Dillons featuring it for a
two-month period. It also received extensive PR coverage — including specu-
lation about whether or not TS Eliot, one of the featured authors, would have
approved of the promotion (his widow said he would have done).

Competitions involving writing are a relatively unusual mechanic today, as
consumers are considered not fo enjoy the literary effort involved. However,
book buyers are among those for whom writing tie-breakers is a pleasure.
Using a competition enabled a proof of purchase to be required. The
mechanic required them both to browse and fo make a purchase — central
fo the promotion’s objectives.

Faber & Faber made no secret of the low probability of anyone winning
£1 million. The press carried stories of how the risk was being offset by the
company having placed a bet with Ladbrokes. The firm was right to be
up-front about this: book buyers would have worked it out anyway, with
potentially negative PR coverage. Being up front avoided this and added to
the positive PR coverage.

In many sectors, this promotion would have seemed old hat. In the book
frade, it was both innovative and effective — and closely focused on the
firm’s objectives at every point.

What other retail sectors can you see using the type of promotion Faber
& Faber used, and in what ones would it not work? Do you think an instant
win would work with books, and a tie-breaker competition with vinegare

Summary

The five types of prize promotion each have their strengths and can be
used fo achieve different promotional objectives. It is vital to be clear about
the differences between them. They are among the most powerful
promotional techniques, but are subject to quick wear-out.

The administrative rules are well covered in the Codes of Practice and
should be followed in detail. Copy should always be checked, and
insurance is often a good idea.

Prize promotions offer particular opportunities for creativity and have the
major advantage of largely fixed costs. However, the law in this area is
particularly complicated and uncertain. Parliament has legislated
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separately for gaming, lotteries and betting, and in none of this law did it
specifically address the needs of sales promoters.

Prize promotions are an enormously successful promotional device, as
major national newspapers from The Times to the Sun have discovered.
Like them, you should take specialist advice before using all but the
simplest forms.

Self-study questions

14.1 What are the main differences between a competition and a free
draw?

14.2 What types of prize promotion do games actually consist of2

14.3 What sorts of lotteries are legal for promoters to run2

14.4 How can companies offer a £1 million prize without having £1
million to give away?
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International sales
promotion

When we speak of international promotions, we usually think of major, world-
wide activity promoting a branded product in many countries, at the same
time, under the same theme. Pepsi-Cola’s worldwide link-up with the Spice
Girls in 1997 is an example. However, a great deal more international promo-
tion consists of activity that is designed in one country and then implemented
in another. It is multi-local rather than global. On a trip round the Far East in
March 2009 I found that sales promotions were common, including using
case studies from earlier editions of this book. People understand the basics
and BOGOF has clearly entered several languages.

In the early 1970s, it was quite common for companies throughout the
world to employ UK sales promotion consultants to create promotions in
their own countries — rather as UK TV producers were recruited in the 1990s
to develop soaps in Eastern Europe. This was because UK consultancies were
far more experienced than the non-specialists in other countries. Such promo-
tions are not truly international, as they appear in only one country, but they
are included in this chapter as they still occur quite frequently, particularly in
emerging markets. A truly international promotion should appear in a
number of countries, though not necessarily at the same time, nor in exactly
the same form. This is the direction in which promotional activity has devel-
oped in multinational companies.

Resting on the laurels of previous international experience is not an option
for marketers. There is no substitute for real-time understanding of market
changes, and recent developments reinforce the point: international
campaigns must be built on up-to-date local understanding.

Perhaps the greatest opportunity for sales promotion in the international
arena is the extra 10 countries within Central Europe that have joined the
EU. Welcome, the 150 million new consumers from Central Europe, made
up of Bulgaria, the Czech Republic, Estonia, Hungary, Latvia, Lithuania,
Poland, Romania, Slovakia and Slovenia. They have a total GDP of £500
billion and, at least until recently, economic growth of 4 per cent or more
compared to the ‘old’ EU countries’ average of 1.8 per cent. It is an excit-
ing time for marketers. The language of business is increasingly English.
Inserts and direct mail work but press advertising is not common. All online
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tools are available, from e-mail campaigns to search-engine marketing,
banners and buttons.

However, be aware that credit card penetration is low and receiving
payments consequently difficult. In 2007, Eurobarometer reported that while
27 per cent of EU citizens have made purchases online and 26 per cent of EU
consumers have made at least one cross-border purchase, only 6 per cent of
EU citizens have made a cross-border purchase online.

Types of international promotion

International promotions start with a highly successful, transferable promo-
tion run in one country. The success of this promotion becomes known
throughout the sales and marketing community, both within the company
and often by its competitors. Quite quickly the promotion, or a very close
approximation, is run in another country, either by the original company or,
perhaps, by its competitor. If it is successful again, it is repeated again and
again in as many markets as possible. This is how the famous Shell ‘Make
Money’ promotion first travelled the world in the 1950s, long before interna-
tionally integrated marketing was an everyday topic.

Itis not a long step for marketing people within the company to recognize
that they should meet or at least communicate with their opposite numbers in
other countries in order to pass on details of their successful promotions.
These promotions may then be replicated in other countries by the originat-
ing company before their competitors can do so. Relationships between these
marketing people soon form to the point at which one manager discusses a
potential promotion with one of his or her colleagues in another country. The
usual stimulus for this discussion is money: the desire to split the origination
costs with another group of people. Three things can be a particular focus of
cost-saving promotion activity: the development of unique premiums; the use
of character licences, such as Disney; and the exploitation of celebrity links.

Corporate pressure for the standardization of promotions has also been
powerful. This has been driven by concern about the impact of varied promo-
tional strategies on international brand identity, doubts about whether or not
all subsidiaries have an equal capability to design, implement and evaluate
promotions, and the integration of retail customers on a regional basis.

The increasing importance of sales promotion in the marketing mix and
the growing sophistication of promotional techniques led many companies
during the 1980s to conclude that it was no longer possible to regard it as a
locally determined activity supported by a certain amount of cross-frontier
information sharing. However, the pace of internationalization has been
slower than was forecast. There are aspects of sales promotion that remain
determinedly local.

By the late 1990s, the structure for managing the local/global balance in
sales promotion had taken one of two forms. In one model, a worldwide
promotions planning group is created that is responsible for all promotions



240 Sales promotion

throughout the world — a pattern followed by Coca-Cola and Pepsi-Cola. In
the other, an essentially country- or region-based network becomes more
proactive and, as a group, tries to find promotional solutions that will fit the
needs of several countries. This is the pattern followed by Nestlé and a number
of other leading companies. In both cases, the promotions will be planned in
concept and outline in one country, allowing other countries to manage the
local details within a global theme.

The primary difference is not one of sales promotional effectiveness but of
corporate culture. The first structure tends to dictate global strategy, while the
second is far more consultative. In the one, there is a strong belief in the effi-
cacy of central control, while in the other there is a strong belief in the value
of harnessing diversity. What has been proven in both circumstances is that
the economies of scale can be very attractive.

Whichever structure a firm has adopted, there remain three quite different
forms of international promotion activity. These are: promotions that are
planned in one country but run in another; the almost, but not quite, mythi-
cal pan-European or pan-world promotions; and the relatively new phenom-
enon of promoting within a well-defined market that just happens to be
global. These three types can be described in shorthand as ‘single-country’,
‘multiple-country’ and ‘borderless’.

The difference is very important. The approach you will have to take initially
will be different in each case. After that the details of creation and implemen-
tation will be the same.

Single-country

The process for promoting in another country is little different to that for
promoting in your home country, but you do have to imagine a totally differ-
ent ‘village’ to answer the question, ‘Who do I want to do what?’ Crucially, you
must make sure that you really know what that village is like. You need to know
the people, the way they do business, their expectations and what is allowed
by law and by custom, just as you do automatically at home.

Not all that long ago, an English company decided to promote its products
in an Irish chain of supermarkets by offering a free draw for a tea set to be won
in each store, every day for one week. By 11 o’clock on the first day, all the
free-draw entry forms had been used up. All the stores were so jammed with
people that no business could be done until new entry forms had been deliv-
ered and the crowds dispersed. It is hard to believe, but it is true. Not a good
promotion! If only the promoter had realized that consumers in Eire were far
less used to such offers than people in the United Kingdom.

Another example can be found in the fashion mail-order business. Free-
mans has agents in many different countries, all using a modified form of the
UK catalogue. An important sales opportunity is presented each year by the
need to buy new clothes for growing children at the beginning of the school
year in September. Thus, a form of ‘Back to school’ promotion has proved
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successful in every market. The promotion itself may be simple and similar in
every market; what is different is the timing. In Japan and Europe it is possible
to promote in August, when parents are beginning to think of the peace and
quiet that lies ahead when the children return to school. In the Middle East,
families tend to stay abroad on holiday until much later and therefore the
timing of the promotion needs to be as much as two months later, in late
September to early October.

Multiple country

If a promotion is to run across several countries, it is likely that the greater the
number of countries that you include the simpler will be your promotion.
Often it will become a basic theme that may then be implemented locally
using a variety of techniques. Coca-Cola and Pepsi-Cola are well known for
their global promotional themes.

In 1996, Shell became the world’s largest distributor of die-cast model cars,
selling over 26 million via its worldwide ‘Collezione’ promotion. The interna-
tional objective was to reinforce Shell’s sponsorship of the Ferrari Formula
One team. The model Ferrari cars were offered by the local Shell companies
in any appropriate way they saw fit. Some gave them away with oil purchases
and some redeemed them free on petrol sales, while others offered only a
discount on the car in return for a smaller purchase of petrol. The promo-
tional objectives were selected locally as the local situation dictated. In this
type of international promotion, the global theme provides a stronger tool
than any of the individual companies could afford to provide for themselves,
as advantage can be taken of tremendous economies of scale.

In 1997, this promotional activity was researched in South America, the Far
East and Europe, and a new range of variations on a theme was developed for
1998. You could expect to collect your Lego Ferrari toy, only at your local
Shell station, wherever you were in the world.

Multiple-country promotions on a regional basis are becoming increasingly
possible as trading groups harmonize their laws and companies set up a single
structure to market their products across a group of countries. This has long
been the pattern in Northern Europe, and is growing with the extension of
the Single European Market. It is also more and more the case in South-East
Asia. If, as some argue, the fundamental building block of the future is regions
rather than individual countries, sales promotion will increasingly take place
on a multiple-country basis rather than either globally or nationally.

Borderless

The world is shrinking rapidly. There are now well-defined markets that
cross geographical borders. While the customers may be from many differ-
ent countries, they are often more similar to each other than they are to
their fellow citizens.
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These markets may well increase rapidly once the internet becomes a true
marketplace but, until then, perhaps the best example is that of frequent busi-
ness travellers. These people stay at the same hotels and fly on the same aero-
planes. The brands to be found in international airports are already identical
across the world, and hotel chains are similarly interchangeable from country
to country. Loyalty is what the hotels and airlines want to promote, and they
do this by a variety of frequent-flyer and frequent-visitor promotions. The key
point is that the structure for truly global promotion is in place. The commu-
nication appears mainly at the point of use or by direct mail. Certain types of
customers are more similar than they are different and ‘Who do I want to do
what?’ can be asked of frequent business travellers, for instance, as a single
‘village’ across the world, and campaigns can be implemented on a truly
global basis. All that needs changing is the language — and, in some cases, not
even that.

Other well-defined cross-frontier markets are achieved by the spread of
identical retail formats. Benetton and McDonald’s (and Marks & Spencer,
now withdrawing from the global scene but a good example while it was
global) are among very different retail formats that are identical across fron-
tiers and appeal in each location to fundamentally similar people.

However, it remains the case that there are fewer markets that are truly
global than was expected 10 years ago and that the cultural factors governing
behaviour remain persistently different. Even within business-to-business
markets, there are radically different approaches to the relationship between
groups and individuals, the taking of personal benefits from business transac-
tions and the use of time. The disparities are even greater in consumer
markets. For these reasons, sales promotion more than any other part of the
marketing mix needs to be planned globally but implemented locally.

Localizing the global

Once you have identified which of the three types of international promo-
tion you are to implement, you will be able to set realistic and achievable
objectives. As with all promotions, it is better to keep it simple, especially
when it is to happen halfway around the world. When you start getting down
to the details, you should follow exactly the same process as outlined else-
where in this book. However, you must take account of the particular char-
acteristics of culture and law that continue to differ between countries in
most consumer markets.

Every country has laws that may affect your promotion. For example, in
Germany it is possible to run a competition or a sweepstake, but not a cash-
back offer. The rules are more subtle. If you run a competition, the answers
must be easy to find on the competition form. You may then award the prize
to the sender of the first correct entry received — a free draw in all but name.
What’s more, you are not supposed to have the entry forms near to the
promoted product. That’s the law, butitis normally flouted. Again in Germany,
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if you wish to band a premium to your product, you must ensure that it is very
product-related and worth not more than a small percentage of the price of
the main product. As a consequence, banded offers are hardly used and the
consumer’s expectation is that such offers may well be useful but are of limited
value. Should you introduce a banded offer that is more exciting than is
allowed, then not only will you have broken the law but you will run the risk
of generating an unusually high demand that could create an ‘out of stock’
situation. Check the latest information with an expert or through a website.

There are also differences in trade expectations and in the logistics
required to support promotions. If a market is experienced in promotions,
the trade will be equipped to handle and implement them. If not, your best
ideas may never see the light of day, owing to confusion and lack of knowl-
edge and expertise. It is surprising how many support services we take for
granted when we run promotions — post offices that are reliable, retailers
who will redeem coupons fairly, and literate consumers. Their absence
could sink your promotion.

If you decide to supply the promoting companies with promotional items,
find out about the customs regulations and the way the customs people really
work. It is not unknown for urgent items to fall into some suddenly created
and highly expensive import category if they are to be released within a year.
If you use local suppliers, and it is often a good idea, make sure you have a
local contact capable of managing them if things go wrong.

Often cultural differences require different techniques. In some countries,
people want, and expect, an immediate reward: they live for today, not tomor-
row. Here, a collector scheme is less likely to succeed than a banded or free-
product offer. A free mail-in might seem attractive, but will be totally useless
in most developing countries.

Differences in practices of payment for drinks affect the way in which
on-trade promotions can be run. The Smirnoff promotion (Case study 51)
assumed UK practice — that people go to the bar to order their drinks and
then pay for them immediately. In France, the traditional practice is to sit at a
table and be waited on or, if at the bar, to remain there. It is also the practice
to collect a number of receipts and pay for them all when you leave. These
differences in behaviour would have meant a fundamental rethink of the
Smirnoff promotion.

However, different practices also create different opportunities. There are
greater numbers of small, counter-service retailers in some countries than in
others; they are becoming relatively rare in the UK. This means that promo-
tions that are no longer possible in countries where the grocery trade is domi-
nated by superstores can still be run in countries where small grocers still
exist. Great promotions of the past in one country can be a new opportunity
in another. How can you make the most of them and avoid the other pitfalls
we have discussed? The answer is to know the behaviour of your ‘village’ —
both intermediaries and final consumers.
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If you are promoting in a foreign country, you need allies who will act as
your eyes and ears. Provided you ask the right questions, they will be able to
come up with the answers. The difficult part is knowing which questions to
ask. Also, whether you are promoting in a single country, promoting across a
range of borders or dealing with a truly global market, the additional chal-
lenge makes promoting even more fun than on your home ground.

Data protection law

Members of the Direct Marketing Association in the UK can access informa-
tion about the data protection laws of eastern Europe and other countries
by visiting the World Intelligence website at www.international.dma.org.uk.
As a non-member you can see the UK only. The European Commission has
made assessments of the enforcement and interpretation of data protection
laws throughout the Community and, while acknowledging that the 10
accession countries have made efforts to comply, the Commission is keen to
increase the level of protection and enforcement. For data controllers oper-
ating within the EU and wishing to target the 10 new member states as part
of pan-European campaigns, it is established practice to operate under the
law of the originating country. Non EU-based marketers must choose and
apply the law of one of the member states when targeting others. However,
the mix of data protection regimes covered by the expanded Europe is such
that caution needs to be applied when prospecting and dealing with custom-
ers — there are local consumer protection measures that can affect market-
ing. Given the predominance of opt-in as a data collection standard in many
of these countries, companies using a lower level of consent (ie opt-out or
soft opt-in) may find that their prospects are unwilling to divulge informa-
tion. It may, therefore, be advisable to adopt positive consent for collection
of personal data in these areas. (With acknowledgement to Jenny Moseley and
Rosemary Smith of Opt 4 Ltd.)
For the law relating to the EU (and other countries) see Chapter 9.

Case studies

The first two of the following case studies illustrate the two primary forms of
international promotion — one that is borderless because the market makes it
possible to be so, and one that operates across multiple, but different, markets.
The next three cases are sales promotions that ran in Singapore, Australia and
Canada, but it could have been anywhere.
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Case study 59 - Tony Stone Images

Tony Stone Images had long been the UK's leading supplier of sfock
photography, used by generations of art direcfors. By the mid-1990s it
faced a classic markefing challenge. Competition was increasing and it
had litfle brand differentiation. The solution, devised by agency IMP, was
fo demonstrate that the company understands creative needs and is not just
another stock photography supplier. The strategy was fo associate Tony
Stone Images with ‘creative visual solutions’ and to position the company
as a partner rather than a supplier.

The core idea was the ‘scamp’, or scribbled drawing that ‘creatives’ use
fo indicate the picture they have in mind — it being a poorly kept trade secret
that drawing is not always their greatest strength. The campaign began in
April 1996 with a series of frade press ads featuring single-colour scamps
in place of the traditional full-colour photography used by competitors. It was
extended fo a range of merchandise incentives such as Postit notes and a
sweafshirt with a rough outline of a jogger helpfully arowed ‘jogger’. The
campaign confinued at Christmas 1996 with a calendar for the following
year showing both scamps and the photographs that matched them, one for
each month.

To launch Tony Stone Images’ 1997 generic stock photography cato-
logue, IMP devised a competition offering a two-night break in New York. It
featured a scribbled drawing of a skyline marked ‘sunrise/sunset, wide
angle skyscrapers’. Entrants were asked fo identify the matching photograph
in the cafalogue, mark on a map where it had been taken and fax back their
enfries. A follow-up mailing offered a night out for two for identifying a ‘lovey
dovey shot" in the catalogue and, as a tie-breaker, completing a half-drawn
scamp. These competitions meant that the catalogue was browsed and that
the product therefore sfood out.

The mailing was translated info French, German, Danish and Flemish. It
worked infernationally because creatives are creatives the world over,
photography is similarly international and the creative concept had universal
appeal to the target audience. This is more than an illustration of interno-
fional sales promotion: it is a fine example of using carefully thoughtout and
relevant incentives to make a wacky but deeply serious point about the posi-
tioning of a company and its relationship fo its customers.

How did IMP answer the question, "VWWho do | want to do what?" in this
promotion? What other ideas could you suggest to extend the campaign for
future years?
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Case study 60 - Umbro

Every football fan dreams of walking out of a tunnel into a stadium filled
with 80,000 supporters. If you can't achieve that, at least you can enjoy
the gear that goes with it. This is the background to Umbro's positioning of
itself as being as passionate about football as the fans are. It was the
specific impetus for an in-store promotion devised by IMP to run
internationally with the refail chain Footlocker in the run-up to Euro Q6.

The obijectives were to extend the Umbro brand personality through sales
promotion and fo increase sales through Footlocker on a pan-European
basis to the benefit of both companies. The promotion was to use the humor-
ous, Mickey-aking tone of voices familiar on terraces and in dressing
rooms.

The core idea was fo give purchasers of Umbro products an electronic
swipe card that they fook through a freestanding ‘tunnel” in the shop. It
would play one of two messages: "You came. You won. You're walking out
a winner. Claim your Euro ‘96 Tshirt from the cash desk’ or, "What grief,
what pain, you haven't won, but you can still win Euro '@6 Tshirts with your
game card.’ Messages were recorded by recognizable football commenta-
fors from each country.

Football is a game of two halves whatever the country. Footlocker would
not operate across Europe if specialist refailing was not remarkably similar.
After all, wherever they were, fans waiched the same games during Euro
'Q6. However, sales promotion is not yet similarly infernational. In Germany,
cards had to be made available to shoppers who did not make a purchase.
In ltaly, the promotion had to be registered with the finance ministry for tax
purposes. In the Netherlands, winners would hear a cheer in the ‘tunnel” and
then had to go to the cash desk and answer a simple question before they
could obtain their Tshirt.

The variances are important, but so is the transferability of the core concept
of tunnel, swipe card and football razzmatazz. The promotion worked for
Footlocker and Umbro because the hard work had been undertaken to
devise an offer that simultaneously worked across countries and adapted to
their specific rules. It also illustrates a feature of the infernationalization of
sales promotion: that promotions are increasingly failormade to specific
refailers that know the particularities of their own markets as well as or better
than the promoter.

What dangers, it any, do you see in trying to devise retail promotions that
will work in several different EU countries@ If budgets had allowed, are there
any other marketing activities that you would have recommended to support
this promotion?
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Case study 61 - Visible Vault

When radio station CFCW in Edmonton, Canada, was looking to boost
its ratings, it approached SCA for its trafficbuilding Visible Vault.

CFCW Radio had a vault filled with a moneybag worth Canadian $
million. Contestants simply had to punch in a &digit combination in an
aftempt to crack the code and win the prize. Day 20 of the promotion saw
a C$1 million winner, as a woman punched in the correct 6 digits that
opened the vaull. Marty Stevens, Promotions Director at CFCVV, notified
SCA of the winner and relaxed, safe in the knowledge that SCA would pay
the prize in full: 'SCA gave us million-dollar exposure without our having to
pay a million dollars.’

The Vault is very portable, which enabled CFCW to take it to different
locations, increasing awareness and visibility of the company. With the
prize of C$1 million, CFCW Radio was the first radio station to offer such
a high prize in Canada. The bonus of having a winner provided plenty of
exposure and was covered by all three major television stations and two
major newspapers in the area, as well as achieving greater rafings.

"We wanted something that would make an impact’, Stevens noted. With

the SCA Visible Vault, CFCW Radio certainly achieved its aim.

Case study 62 - Boost Mobile Aus $1 million prize
promotion

The Apollo Marketing Group created an Australian $1 million prize
promotion for Australian mobile phone network, Boost Mobile, fo increase
connection to the network. The promotion was open fo 3 categories —
consumers, sales reps, and traders and retailers. Selected from each
category of entries via a prize draw process were 4 contestants, and all
12 won a trip fo Perisher Blue Ski Resort, Australia. Confestants then
played a qualifying game which saw 3 of the 12 contestants go through
to play for the A$1 million. The final was televised live on ‘The Today
Show'. Each contestant chose a prize envelope from the A$ 1 million Wall
of Money and opened it to reveal if they were a A$1 million winner. A
young woman, who tumned 21 the following day, chose her envelope from
the Wall of Money and opened it o find the winning message,
'Congratulations you've just Boosted yourself $ 1million!”

PIMS-SCA supplied the Money Bag mechanic and the 300 secure Money
Bag envelopes to make up the Wall Of Money and paid out the A$ 1 million
live on Australian TV.
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Case study 63 - Great Singapore Duck race
PIMS-SCA was approached by TOUCH Community Services, @

Singapore charity, fo cover the prize on offer in its Great Singapore $1
million Duck race. The two objectives were fo raise funds while increasing
awareness of the charity and to create a high profile promotion with a
limited budget. Participants were invited to ‘adopt’ a red duck by making
a Singapore $10 donation to the TOUCH Services Charity. Each adopter
was given an adoption cerfificate with a serial number. The red ducks
were then tagged with a number and randomly assigned to each adoption
certificate. A hundred thousand plastic ducks, including 250 red ducks
were released info the Singapore River on 12 November 2000 for the
1.5 km race. If the first duck to cross the winning line was red, the ‘owner’
claimed the Singapore $1 million. Due to the promotion’s enormous
success and public popularity, the event was repeated the following year.

PIMS-SCA's role effectively increased funds and awareness for TOUCH
by providing Singapore $1 million prize coverage and enabling TOUCH to
run a high profile promotion.

Summary

International sales promotion came about to achieve cost savings and
ensure consistency. It differs depending on whether companies are
centralized or decentralized in their structures, but the nature of sales
promotion means that there are always local cultural and legal factors to
take into account.

Borderless promotions work where there is a single international target
audience. In most cases, international promotions are multiple-country ones
and vary in terms of timing and detail from country to country. Succeeding
requires that close attention is paid to the behaviour and culture of each
market in which you are promoting.

Self-study questions

15.1 What are the main types of international promotion?

15.2 What must you take into account in planning a promotion that is
going to run in several countries?

15.3 Which law applies to your sales promotion in Budapest and
Buchareste
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Further information

Useful addresses

Trade associations

Advertising Standards Authority (ASA) and Committee for Advertising
Practice (CAP)

Mid-City Place

71 Holborn

London

WC1V 7QT

ASA:

Tel: 020 7492 2222

E-mail: mattw@asa.org.uk

Website: WWW.asa.org.uk

Offers copy advice by e-mail.

CAP’s Copy Advice Service:

Tel: 020 7580 4100

Fax: 020 7580 4072

Website: WWW.Cap.org.uk

Offers advice online, plus related cases.

British Promotional Merchandise Association
(Please note that that this address may change after press)
Arena House

66-68 Pentonville Road

London

N1 9HS

Tel: 020 7689 5555

Fax: 020 7837 5236

E-mail: enquiries@bpma.co.uk

Website: WWW.bpma.co.uk

Has a list of members’ products and services.

CAM Foundation
Moor Hall
Cookham
Maidenhead
Berkshire
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SL6 9QH

Tel: 01628 427192

Fax: 01628 427399

E-mail: mariagarcia@camfoundation.com

Website: WWw.camfoundation.com

Covers specific areas of marketing communication and promotional aspects
of marketing for those pursuing a career in advertising, PR, media, market
research, direct marketing or sales promotion through examinations.

Chartered Institute of Marketing

Moor Hall

Cookham

Maidenhead

Berkshire

SL6 9QH

Tel: 01628 427500

Website: WWW.CIm.co.uk

The home of the professional practitioner in marketing. Offers training
courses on most marketing subjects.

Chartered Institute of Purchasing and Supply
Easton House

Easton on the Hill

Stamford

Lincolnshire

PE9 3NZ

Tel: 01780 756777

Fax: 01780 751610

E-mail: info@cips.org

Website: WWW.CIPS.0rg

Direct Marketing Association (DMA)

70 Margaret Street

London

WI1W 8SF

Tel: 020 7291 3338

Fax: 020 7291 3301

E-mail: inffo@dma.org.uk

Website: Www.dma.org.uk

Europe’s largest trade association in the marketing and communications
sector, with over 900 corporate members. On behalf of its membership, the
DMA promotes best practice and self-regulation, through its codes, in order
to maintain and enhance consumers’ trust and confidence in the direct
marketing industry. The DMA has set up the Direct Marketing Authority as
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an independent body to monitor industry compliance. Offers an extensive
range of assistance on its website, including codes of practice.

Incorporated Society of British Advertisers (ISBA)
1b Portland Place

London

WIB 1PN

Tel: 020 7291 9020

Fax: 020 7629 5355

E-mail: davide@isba.org.uk

Website: WWW.isba.org.uk

Trade association for advertisers.

Institute of Practitioners in Advertising

44 Belgrave Square

London

SWIX 8QS

Tel: 020 7235 7020

Fax: 020 7245 9904

E-mail: mark@ipa.co.uk

Website: WWW.ipa.co.uk

Getting into advertising is not easy! But we also know what a great career it
can be. So for those of you who really want to know more, the IPA can give
you a better understanding of what it is like to work in the advertising world,
the variety of jobs that exist, what sort of skills you will need (and what you
will learn), how to go about getting into the industry and which agencies are
actively looking for graduates. The IPA is the trade body and professional
institute for leading agencies in the United Kingdom’s advertising, media
and marketing communications industry.

Institute of Sales Promotion (ISP)

(Please note that this address may change after press)

Arena House

66—68 Pentonville Road

London

N1 9HS

Tel: 020 7837 5340

Fax: 020 7837 5326

E-mail: enquiries@isp.org.uk

Website: WWW.iSp.org.uk

The website has a ‘Display’ site containing nearly 200 examples of award-
winning promotions showing the market background, mechanics used and
results. Coupon guidelines and checklists for promotional mechanics are
also available. The ISP’s purpose is to protect and promote professional and
effective sales promotion. It provides professional qualifications at all levels.
‘The ISP when promoting sales is your business.’
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Lawmark

The Marketing Law Advisory Service

Philip Circus MA, MPhil, DCA, FISP

Tel: 01798 813750

Mob: 07768 078576

E-mail: philip.circus@virgin.net

Website: WwWw.lawmark.co.uk/philipcircus/

Marketing Communication Consultants Association

4 Quebec Street

London

WIH 7RP

Tel: 020 7535 3550

Fax: 020 7535 3551

E-mail: inffo@mcca.org.uk

Website: WWw.mcca.org.uk

Offers communication agencies supplying a range of services including legal
advice, training, management and best practice tools. Will help find an
agency through its Search and Selection service.

Point of Purchase Advertising Institute (POPAI)
Highfields Farm

Huncote Road

Stoney Stanton

Leicestershire

LE9 4DJ

Tel: 01455 271856

Fax: 01455 273918

E-mail: info@popai.co.uk

Website: WWW.pOpai.co.uk

Trade association for point of purchase, point of sale.

Voucher Association (VA)

Call Andrew Johnson

Tel: 0870 241 6445

E-mail: Andrew@ukgcva.co.uk

Website: WwWw.ukgcva.co.uk

The VA, as it is known today, was established as a trade body in 1996 to
represent the key players in the £3 billion corporate incentive and consumer
gift voucher, card and stored-value market. Today the VA has 56 issuer and
service members and five social members, representing many of the key
players in the industry.
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Agencies that have supplied information

Valassis Ltd

Bangrave Road

Weldon South

Corby

Northants

NN17 INN

Tel: 01536 400123

Fax: 01536 400678

E-mail: rayres@valassis.co.uk

Website: WWW.valassis.co.uk

NCH Business Solutions, part of Valassis UK, is a leader in redemptions,
settlement and analysis and has been operating in the United Kingdom for
over 30 years. It handles 80 per cent of all coupons in the United Kingdom.

Promotional suppliers

PIMS-SCA

Quadrant House

80-82 Regent Street

London

W1B 5RP

Tel: 020 7434 3046

Fax: 020 7434 0384

E-mail: Fiona@pims-sca.com

Website: WWW.pims-sca.com

Interesting case studies. New media capable; text-and-win promotions.

Marketing Consultancy

Helmsmen Business Consultancy

9 Lawrence Mansions

Lordship Place

London

SW3 5HU

Tel: 020 7352 3846

Fax: 020 7352 3846

E-mail: roddywpmullin@hotmail.com or roddy@helmsmanship.co.uk
Website: www.helmsmanship.co.uk

Helmsmen Business Consultants establish bespoke teams of freelance
consultants — experts in their field — to solve business problems. Operating
since October 1990 clients have included governments, agencies, large and
small companies and individuals across a broad range of sectors including
start-ups, expansions, routine long-term marketing advice and M&A
assessments. Projects start with market analysis.
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General

Which? (formerly consumers association)
2 Marylebone Road

London

NW1 4DF

Tel: 020 7770 7000

Fax: 020 7770 7600

E-mail: which@which.co.uk

Website: WWW.Which.co.uk

Consumer Focus (formerly National Consumers Council)
4" Floor

Artillery House

Artillery Row

London

SWIP 1RT

Tel: 020 7799 7900

Fax: 020 7799 7901

E-mail: contact@consumerfocus.org.uk

Website: Www.consumerfocus.org.uk

Office for National Statistics
Customer Contact Centre
Office for National Statistics
Room 1.015

Government Buildings

Cardiff Road

Newport

South Wales

NP10 8XG

Tel: 0845 6013034

Fax: 01633 652747

E-mail: info@statistics.gov.uk
Website: WwWw.statistics.gov.uk

Magazines

Marketing

174 Hammersmith Road

London

W6 7JP

Tel: 020 7413 4150

Fax: 020 7413 4504

Website: WWW.marketing.magazine.co.uk
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Marketing Week

12-26 Lexington Street

London

WIR 4HQ

Tel: 020 7970 4000

Fax: 020 7970 6721

Website: WwWw.marketing-week.co.uk

Promotions and Incentives (online magazine)

174 Hammersmith Road

London

W6 7]p

Tel: 020 8267 4499

Website: WWW.promotionsandincentives.co.uk

UK’s leading website for anyone involved in business of changing consumer
behaviour.

Sales Promotion

Published by the Institute of Sales Promotion — see ISP for details. An
up-to-date monthly magazine covering promotional marketing and incentive
strategy.
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