Tim Ham

Director, Pearson Ham Consulting
E-mail: tim@pearsonham.com Mobile: +44 (O) 7525 925 735
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UNINTENDED

GOOD OUTCOMES CONSEQUENCES

Drives volumes and loyalty Destroys margins
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Enables price discrimination Drives excessive price focus

/ Builds brand and your Undermines brand and value

competitive advantage perception
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1. PRINCIPLES

Observations on good and bad
promotional practices




ATTENTION

Draws attention to the competitive
strengths of a company rather than
being over-reliant on price




ROLEX

M TONCS MICHAEL KORS COLLECTION Dolce&Gabbana
356635 GUCCI < o leah %
T Denim Single Breasted Blazer ummerset leather and wood fote Square Sunglasses
Retail Price: £35;:856-60 .
Qur Sale Price: £26,500.00 E256OO E 498 Be the first to write a review
(Save 26%) £122000 Was £1130 56% off Now £250.40 Was £313.00

3
=

GODIVA
AVG. SAVING £6,935 R Chocolatier

ercedes THE RITZ LONDON
XMGdC63 Covpa s 30% Off + Extra 10% Off

10% SAVING ON SUITES

RRP £63,475 - £72,980



. s ——— . Discover the worid of Radisson SAS i 155+ horele
\ - /\ | ) In over 40 countries
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00800 3333 3333
radissonsas.co.uk

easyJet easyJet @B | easyJet easyJet [HEEEEE— easyJet easyJet

CLOSINGIRNEGHTS ONLY

Check-in Check-in : Check-in Check-in

il |

FLASH SALE

UP TO

1009,?43 OFF

For travel from 6 Oct 206 until 25 Jan 2017 - hurry, must
and midnight Wodnasday 21st Sept 2006 T&C's apply*




Enables price discrimination and does
not unduly undermine the integrity of
the price structure
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THE ONLY SECRET
THAT'S MEANT TO BE SHARED.

Luxury hotel near Tower Bridge with pool Prefer to phone? 0800 083 9000
and gym
TOP SECRET® o
HOTEL
000.00) £119.0>
Exceptional 5-star hotel located by the refer to phone? 0800 083 9000
River Thames
TOP SECRET® -
HOTEL £129.00 > f"'

Amazing City hotel with luxury spa and refer to phone? 0800 083 9000
ool
TOP'SECRET" [
HOTEL
@@@®0 £129.0>




How important is Inferred Value versus Actual Price Paid?

IMPLIED VALUE = £8.88 IMPLIED VALUE = £11.41

INFERRED VALUE ELASTICITY = 0.66

19% VARIANCE <|:

— 50% VARIANCE

0% ACTUAL PRICE ELASTICITY = 2.3

20%

10%

ACTUAL PRICE DOMINATES
OVER INFERRED VALUE

0% A A A !
10% 15% 20% 25% 30%
% Discount




‘FAIR’

-

Creates good will amongst customers
rewarding them for loyalty

.



GYM MEMBERSHIP
—— 1 f)
MOTOR INSURANCE
—
TV PACKAGES

3 MAGAZINES

WALLS CLUBS
— /‘
DIGITAL MUSIC
r

CLOTHING BOXES




LOYALTY HOARDING
ADVOCACY INSATIABILITY

STATUS



Jeom, “ :
Confused. @Admnal

£ comparethemarket.com

NEW PRICING STRATEGIES

TN

oneySupermarke swiftcover.com

*a ..I.'.-

+i8, gocompare.com MORE TH>N

REGULATORY RESPONSE CONSUMER AWARENESS

Insurance customers to be reminded of last year's
premiums

The regulator wants to force insurers to tell customers what they paid the
previous year when providing a renewal quote
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it to do -
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COMPELLING

Genuinely motivates changes in
behaviour and avoids customer
arbitrage
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d PREZZO

SERRT ST ol L= Bt e e TR G e e e

' 2 for 1 on Main Courses at Prezzo
PREZZO voucher required per table

30% oﬁ Maln Courses at Zizzi
Zizzi

ITALIAN

e L Y ST I . M T T

30% off Mains at ASK ltalian



JANUARY SALES

END OF STOCK
JANUARY SALE
UPTO

70% OFF

Valid on sekcted items at hm.com while stock lsts.

LADIES MEN KIDS HOME

Padded parka




To What Extent to Promotions Drive Incremental Sales?

e Each dot represents one month

SALES (FULL PRICE ITEMS)

Cannibalisation of Sales

A

A

— Gradient = 69%

SALES (PROMOTIONS)

v



/ PROFITABLE
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Improves economic performance when \
all volume and margin impacts are
considered e



PROMOTION 1 PROMOTION 2 DRIVERS

MECHANISM

DEPTH

A X

SRE A

FREQUENCY

PRODUCT

TIMING

LOCATION

CHANNEL

OTHER



PROMOTION 1 PROMOTION 2 DRIVERS

MECHANISM

DEPTH

FREQUENCY

PRODUCT

TIMING

LOCATION

CHANNEL

VOLUME IMPACT
2 to 9 times greater

OTHER




Promotional Performance before Cannibalisation Effects

Category % Discount % Volume % Net Margin
Retail Example Percentage discount Increase in volume based Before cannibalisation
applied to unit price upon redemption rate

IIIIIIII

20% 40% 60% 0% 20% 40% 60% 0% 50% 100%

o
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1. PRINCIPLES

PITFALLS

Why do companies create and deliver
sub-optimal promotions?



FORESIGHT

INTRODUCTION

STRONG PERFORMANCE
e SAT
EVALUATION

W
WIDER ROLLOUT AND
ADOPTION

COMPETITIVE RESPONSE AND
CONSUMER EDUCATION
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AND REVENUES

PRICE STRUCTURE

CANNIBALISATION & NET

MARGINS




PROCESS
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OBSERVATIONS

™

AREAS FOR
IMPROVEMENT

7
yo ) N\

All elements of process _ Understanding of current
tackled performance

More rigour and discipline Long term strategic
required planning

Idea generation and

development

Focus on non price elements




1. PRINCIPLES 2. PITFALLS 3. SOLUTIONS

SOLUTION

1. Assess your existing promotions and
their impacts




BEST PRACTICE

ARCHETYPES

Best Practice Promotions are assessed again best practices that reflect
the wider impact and opportunities presented

Critique of Promotions vs Best Practice

BRAND ENHANCEMENT
19

APPROACH

Tap performingprametiors scored against &

rarge of fackors to assess whether they
GOODWILL confarm with best practice

We abserve promotions are ovarly fooussaed

onvelames and miss epportunities regards

brand commpetition and targativg

SIMPLICITY

BENEFITS

Areas of iMprovertent are rapidly kentitied
and guanitified providing guidarce far fubre
promational design and development

ORIGINALITY DIFFERENTIATION

NON-PRICE FOCUS

— CURRENT PORTFOLIO — = POTENTIAL PORTFOLIS

PEARSONHAM 2007 PEARSON HAM FROMOTIONS

Archetypes Assessment Promotions are categorised into archetypes and
compared to competitors and other sectors

Promotional Mix % of sctivity failing into sach promotional archetype

Actual (clienty Same sector

Other sectors
l
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APPROACH BENEFITS
Prormations are classified inta distinet The Bias within the & partfiolio is
archatypas reflacting the maechanism of unders tasd

the prormations and comparad to other
COMIANIES AR SeCtars Lising Pearsan
Haiws pesimational ik ary

A diverse sst of archetypes helos to
create a resilient and versatile portfalic
that capturss mars apperhunity

PEARSONHMAM 2017 PEARSON HAM PROMOTIONS
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ECONOMICS

Strategic Alignment The focus of promotions are compared to your
commercial strategy to check alignment

Mix of Current Promations

EXISTING PROMOTIONAL PORTFOLIO

The emphask of prormatianal impacts i ganerally strangly
biased towards acquisition of naw customars

PEARSONHAM

Commercial Strategy Focus

ERETAL AL

UPSELL

COMMERCIALSTRATEGY
Haowever, we bypically abasrve that the commer cial
strategy is rhare balanced in its fecie.

Comparing the twa helos ko gain consensus on how the
balarcs should charas

2017 PEARSON HAM PROMOTIONS

Economics Analysis of actual promotions delivered provides invaluable
insights on their true and mixed economic impact

Promotions % Volume % Discount
Clisrt portfalic  Incra - : 3

CBESERVATIONS

Analysis of past promotions aF the Fesilts of promotional
tests enables promational ecoramics to be ivderstood
Vohrmes and direct revenues are genera lly well undsrstocd
ard positive, Assessment of marain impacts after
carnbalisation yiskds & maore mixed view of performance

PEARSON HAM 20/03

B tage discount

applied o unit price

% Net Sales % Promotional

Bafora cannitalisation Margin
After carnibalisation

EBENEFITS

A tharaligh Understanding of pF omational econamics
typically ientifias hateragens ity of parfamance

Overall promational performance canbe mproved
throwgh rebalancing the mix of promotions away from loss
making ores and towards the more profitabls ones

2017 PEARSON HAM PROMOTIONS




Promotional Attributes

BRAND ENHANCEMENT (42%)

100% A

-
”

SIMPLICITY (78%)

ORIGINALITY (49%) ~

NON-PRICE FOCUS (27%)

CLIENT PORTFOLIO

~

/

/
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GOODWILL (44%)

DIFFERENTIATION (38%)

= o POTENTIAL PORTFOLIO
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The act or practice of humans eating the

flesh or internal organs of other human
beings ‘>

The reduction in full price sales of a
product as a result of the introduction of
promotion
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Promotional Performance before Cannibalisation Effects

Category % Net Margin % Promotional Margin

Retail Category Before cannibalisation After cannibalisation
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50% 100% -30% -10% 30%

o
R



Impacts of Rebalancing Promotions

STOP DOING WORST ALLOCATE WORST
20% 20% INTO BEST 20%

% i 15%

EXISTING MIX .

% K

Numbers refer to the proportion of net margins that promotions contribute



2. Put in place a robust end to end
process to develop new promotions




A Comprehensive Promotion Process

U U U U U U U

Input Promotion Idea Filtering Development Prioritisation & Testing &
Review Generation Planning Execution

TESTING
WORKSHOP Promo |
Promo 2
2ND STAGE Promo 3
SCORING oo 4
COMMERCIAL LONGLIST DLAN
STRATEGY CREATION MODIFY S&

SCHEDULE
LAUNCH

Promo 1

PROMOTION MODELLING
LIBRARY

Promo 2
Promo 3
Promo 4




Tip 1

U Y

Input Promotion id
Review eneration

Make sure that the promotional strategy
reflects the commercial strategy

COMMERCIAL L(

PLANS &
STRATEGY CREATION
MOBIFY SCHEDULE

LAUNCH

Promo 1
MODELLING
Promo 2

Promo 3

Promo 4



Tip 2

U U U U U U U

Input Promotion Idea Filtering Development Prioritisation & Testing &
Review Generation Planning Execution
COMMERCIAL N -
STRATEGY O O OrQo ana OT P




Tip 3

U U U U U U U

Input Promotion Idea Filtering Development Prioritisation & Testing &
Review Generation Planning Execution
WORKSHOP
aKe 2 TO allocate 2 1o
0 s O 2 o] ge OTIO ®
COMMERCIAL O ONgao U Dd
STRATEGY REATIO
== s anad leg 0 2
PROMOTION MFOMoOLIc O OLhC
LIBRARY




Tip 4

U U U U U U U

Input Promotion Idea Filtering Development Prioritisation & Testing &
Review Generation Planning Execution

WORKSHOP

COMMERCIAL LONGLIST ) ) )
STRATEGY CREATION 0 a Ol PO C

PROMOTION
LIBRARY




Tip 5

PHASE 1 PHASE 2 PHASE 3

Input

Promotion
Review

Idea Filtering
Generation
Cl = @
- Cl @
@ o Cl
O
gevelop
O DrOVE O

Development

2ND STAGE
SCORING

MODIFY

MODELLING

Prioritisation & Testing &

Planning

PLANS &
SCHEDULE

Execution

TESTING
Promo 1

Promo 2
Promo 3

Promo 4

LAUNCH
Promo 1

Promo 2
Promo 3
Promo 4




Tip 6

U U U U U U U

Input Promotion Idea Filtering Development Prioritisation & Testing &
Review Generation Planning Execution

TESTING
Ne A De o . Promo 1
Promo 2

Promo 3

Promo 4

COMMERCIA STLANE
STRATEGY

D3 A ® ald Yo Yo Lot SCHEDULE

LAUNCH

Promo 1

Promo 2
® a - N aNna Promo 3

Promo 4




Tip 7

U U U U U U U

Input Promotion Idea Filtering Development Prioritisation & Testing &
Review Generation Planning Execution

TESTING
Promo 1
Promo 2
. Promo 3
Be dynamic Sromo 4
COMMERCIAL
STRATEGY PLANS &

Monitor performance, SCHEDULE
consumer and competitor
reactions and adjust plans

LAUNCH
Promo 1

Promo 2
Promo 3

Promo 4







Key Points

ASSESS YOUR CURRENT

PROMOTIONS

Promotional Performance before Cannibalisation Effects
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THINK LONG TERM

What margin impacts do they
have once cannibalisation is fully
understood?

How do they perform when non-
price elements are considered?

FORESIGHT ‘ , '

INTRODUCTION

STRONG PERFORMANCE

EVALUATION

WIDER ROLLOUT AND
ADOPTION

COMPETITIVE RESPONSE AND
CONSUMER EDUCATION

POOR PERFORMANCE
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REMORSE

How will consumers and
competitors behaviours/
responses develop with time?

What impact will that have on
your promotions and how should
you react?

REVIEW YOUR PROCESSES

A Comprehensive Promotion Process

E— =
ometion Idea Filering Development  Prioritisation &  Test
,,,,,,

Do they:
:

* Align promotions to the
commercial strategy

* Create innovative ideas

* Develop and filter those ideas

* Provide the necessary
insights on performance




Thank you for
listening

Any questions?




