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Sales Promotion consists of those promotional activities other than advertising, personal selling, and publicity. Common promotional tools include coupons, sweepstakes, games, contests, price-offs, demonstrations, point-of-purchase offers, cents-off deals, premiums, samples, money refund offers, event sponsorship, and trading stamps. Differences in preferences for sales promotional tools are a direct expression of cultural differences:  French consumers prefer coupons and twin pack promotions, unlike British consumers who, for the same brand, respond better to “x per cent extra free.”Sales promotions are likely to be less effective where mass media coverage is poor. The use of them requires some sophistication on the part of the retailers in the targeted country. Price-offs tend to be ineffective in environments where prices are subject to bargaining and can be subject to trade misuse. Stamps tend to be ineffective where the target market is not amenable to delayed gratification, may be unfeasible in unstable economic conditions, and their handling and redemption both require stable and sophisticated channels. In, on, and near packs do not require literacy extensive media support, nor distribution channels although they may require packaging adaptation. Many of the sales promotional vehicles in the U.S.  (particularly sweepstakes and contests) have been found to be more effective when targeted at lower income segments. By way of contrast, coupon usage in the United States is correlated with socioeconomic standing: in general, the higher one’s level of education and income, the greater is his or her use of coupons.



The international standardization of the sales promotion function is usually difficult because experience has shown that what is successful in the United States does not necessarily prove as effective overseas. Couponing is an excellent example. The use of coupons and other promotional tactics in Europe, although low by U.S. standards has been steadily increasing.  A 1991 study reported that the consumers in the United Kingdom and Belgium are the most active European Union coupon users. In 1990, an average of 17 coupons per household were redeemed in the U.K. and 18 per household in Belgium, compared to 77 in the United States and 26 in Canada. In Italy and Spain, only 3 coupons per household were redeemed. Yet market growth is uneven. Coupon distribution and redemption dropped in the U.K. between 1991 and 1992  (the emphasis lately appears more on quality than quantity) while growing elsewhere on the continent. Meanwhile, coupon distribution and redemption in both the United States and Canada has been declining.


Fair trade regulations in Japan limit the value of premiums to a maximum of 10 percent of retail price and no more than 1OO yen (about 80-90 cents).  In highly fragmented retailing structures, such as Japan’s, small store size precludes the use of some promotional tools that occupy store space (in-store sampling) or slow down checkout traffic (coupons).  In the highly concentrated retailing systems of Northern Europe, the emphasis is on price-oriented trade deals and in-store consumer promotions. In high inflation economies, consumer promotions that offer immediate return work best. However, they can sometimes work too well! As the first mass mailing of free samples in modern Poland, P&G mailed 580,000 bottles of Vidal Sasson Wash & Go shampoo to consumers in Warsaw. Poles wrecked mailboxes to steal them for personal use or for sale on the black market.


Money-back guarantees often make Hispanics believe that there must be a reason why the company is offering them.  The Hispanics think that the product what is being offered with the  guarantee must be a cheap product that will not last.  Less than half of Hispanics view it as a credible promotional tool.  Mexico, for example, requires that special offers and cents-off deals be approved by a government agency before they can be used. Although the legal restrictions are bothersome, they have not stopped the use of sales promotions. In France, premiums are called ‘sales with a bonus’. In Belgium they are called ‘linked offers,’ which is a totally different concept than that in French law. 


Restrictions on sales promotions vary tremendously around the globe. The cross-national use of contests and sweepstakes can be complex due to differing legal requirements. Laws in other countries may restrict both the size and the nature of the sample, premium or prize. The value of the item received free is often limited to a certain percentage of the value purchased. In other cases, the free item must be related to the good purchased. Germany’s unfair Competition Law has been interpreted to prohibit items as coupons, boxtops, and giveaway articles unless these will remain a consistent policy of the company throughout the year. The choice of prize desired by the culture can drastically vary, the item must be attractive to the local consumer. 


Corporate event sponsorships (tacking the company name onto an event) are big in Japan; it typically costs several million dollars for a tournament on the Japanese Professional Golfers Tour. Major tennis tournaments go for one-tenth of that amount. In addition, the title sponsor must generally buy two-thirds of the television advertising time. Japanese beer and spirits maker Suntory invites hundreds of distributors, customers, and other guests each September to a week-long retreat at its Suntory Golf Tournament. Most-favored clients are paired with leading professional golfers in a pro-am charity match, which precedes the tournament. Coca-Cola (Japan) spends over $2 million a year in Japan on community sports programs, with its independent bottlers spending half again as much.



A packaged foods marketer in the Philippines must refrain from using high value on-pack premiums in consumer promotions, otherwise the final price would be beyond the reach of most consumers. The great disparity in income throughout the world is an important obstacle to worldwide product standardization. To achieve market penetration, firms must either modify their product or produce a different, less costly one.  

COUPONS

By offering a rebate through coupons, a manufacturer can attract some consumers who are otherwise more inclined to buy a competing brand.  Sending out coupons allows the sellers to separate market segments with different degrees of consumer brand loyalty.  This kind  of price discrimination is profitable for the seller when the cost of couponing is sufficiently low.  Couponing increases competition and reduces profits.  The use of couponing is advised when considerable price sensitivity exists for the product category or when brand-switching is common. Coupons provide a catalyst for consumers to choose one brand over another when homogeneity between brands is perceived. the use of coupons is often an effective way to gain new users for a brand and to stimulate repeat purchases.


Annually over 300 billion coupons are distributed to American consumers with a redemption rate of 2.5 percent (25 percent of the coupons accepted are misredemptions).    This abysmally low rate of redemption and the inability to target successfully with coupons, has American consumer goods manufacturers seriously questioning the continual usage of coupons as a promotional tool. Brand loyalty has diminished and many consumers use coupons only for products they would ordinarily buy anyway, thus negating the major function of the promotional tool (estimates are three-quarters of coupon redemptions are made by current brand users). Procter & Gamble in December 1995 began to notify markets in several selected markets that it was eliminating coupons. The company was investigating several other substitute marketing programs including “everyday low prices.”  P&G studies have indicated that for most customers coupons are not an efficient promotional tool and they offer only limited benefits to manufacturers, distributors, and consumers (yet, despite their findings and a half-hearted effort to decrease exposure to coupons, the public outcry was sufficient to make them return to the fold). Couponing elsewhere around the globe has seen variable results, even dying out in some countries.  In France, a recently launched smart card may totally replace the endless special offer coupons that fill French mailboxes. 


Coupons or price discounting is not an effective method of promoting a product to Hispanics, especially foreign-born Hispanics.  The concept of coupons does not exist in many parts of Latin America.  In addition, since the Spanish word “cupones” is often associated with welfare or government handouts, many Hispanics perceive a stigma attached to using coupons. Therefore, it is better for marketers to offer in-store promotions and free samples. 


Newspapers and magazines are the most popular means of distributing coupons in the U.K, while Spain and Italy rely heavily on in- or on-pack promotions. Door-to-door distribution of coupons is also very common elsewhere in Europe. In Holland and Switzerland, major retailers refuse to accept coupons while it has only recently become legal in Denmark and the Netherlands.  Belgians don’t like to clip coupons in magazines or newspapers. In Germany, only full value coupons may be used in consumer promotions (German law limits coupon discounts to 1 percent of the product’s value).  Door-to-door distribution is the more common distribution means than the freestanding newspaper inserts as found in the U. S. 


Coupon distribution in Italy continues to grow with the average face value of coupons redeemed increasing slightly.  Coupons distributed on a product package were still the media of choice for Italian manufacturers.  In Spain, the coupon market continues to decline with distribution falling drastically over the past few years with an equivalent decrease in the average face value redeemed.  The decline can be directly related to the strong Spanish economy that has resulted in little need to stimulate sales by use of consumer promotions. Although advertising remains simple and relatively inexpensive in Eastern Europe, the use of promotional tactics such as coupons  is on the rise there.  However, usage is limited due to backward infrastructures, limited address lists availability, and obsolete or inaccurate lists.  


 The Japanese FTC ruled that coupons were not illegal per se but coupons must not be used as a vehicle to increase the circulation of the print medium; consumers should be buying the medium for its content, not because it offers coupons. Thus, coupon activities in Japan are still in the early stages of popularity. In 1990, the restriction on newspaper coupons was lifted; however, considerable reluctance on the part of retailers and consumers alike has kept the use of coupons stagnant. The  maximum discount offered, however, was limited to 50 percent of normal price. Immediately thereafter, SEIYO, Japan’s number three grocery chain at the time, put coupon advertisements in all the major daily papers, placing between five and ten coupons (which were valid for one week and redeemable only at SEIYO stores) in each paper.  Of the estimated over 100 million coupons distributed in 1991, only 125,000 were redeemed (the average redemption rate was 0.12 percent, less than one-tenth the rate found in the United States; the highest rate was for a health and beauty aid at .29 percent). In March 1992, Japan’s two largest newspapers, Ashai Shimbun and Yomiuri Shimbum, generated another campaign. Over 17,500 retail locations were reached. Subsequent campaigns were initiated in May and September of that year, distributing a total of 259 million coupons. The distribution of coupons by direct mail and magazines and by in/on pack promotions and of retailer-sponsored coupons is very limited in Japan. Most coupons are redeemed through manufacturers or their appointed agents and redemptions are almost negligible. The coupon market in Japan is growing very slowly due to the low consumer interest in coupons and the lack of cooperation from major Japanese retailers. The Japanese consumer is still too embarrassed to be seen at a checkout line redeeming them. Often Japanese consumers will object to the notion of “being forced to waste money on unwanted products,” which they see as the result of couponing.


Europe is experimenting with alternative media.  Image Products, an English company, introduced coupons on the back of supermarket receipts in 1992 and has had great success.  Polygram records promoted new albums on the back of bus tickets, also in the U.K, as has Rock Circus.  


In general, coupons require literacy and some sophistication on the part of retailers and consumers and require a well developed backward channel to handle their redemption.  In markets were retailers are small, scattered, and highly disorganized, the logistics become difficult, expensive, and often cost prohibitive.  Coupons also require well developed print media for new product introductions; social status perception can also affect their effectiveness. In general, coupon distribution and redemption is related to the marketing sophistication of the culture; in those advanced cultures such as the U.S. and the UK, it appears usage is decreasing, while in cultures where marketing sophistication is relatively low but increasing, increasing usage can be found.  

Restrictions on International Promotions

The major factors relating to sales promotional tools overseas are legal restrictions and degree of marketing expertise.  Many tactics available in the United States are banned from use overseas.  Consumers overseas are often unaware of sophisticated promotional tactics that are common in the United States. Point-of-purchase displays work well in environments where self-service behavior is accepted; in many less developed economies where service becomes labor intensive and the shop owner typically provides individual attention to customers, point-of-purchase offerings may not be appropriate. This is not to say they cannot be used nor will be successful in these countries; it is, however, probably worthwhile to do a controlled trial first to see how receptive the consumes may be to the promotional effort and the level of education that must be carried out.


As an example of this approach, one should examine Procter & Gamble’s seven year thrust at the Mainland Chinese market. It hired thousands to pass out yellow and orange gift packets of Tide laundry detergent to neighbors.  In Fiscal 1995, P&G had shampoo and detergent sales of $450 million (50% growth over the prior year)  and is the largest consumer products company in China. It has Head & Shoulders, Rejoice (Pert in the US) and Pantene.  The shampoos command a 300 percent premium to local brands but have a 57 percent market share in the major urban markets.  P&G succeeded due to thousands of field troops.  It also hooked up with washing machine manufacturers to pass out free Ariel and Tide boxes when customers take delivery of their machine.  


International usage of sales promotional tactics has also gained notoriety.  Terrorist groups have allegedly helped finance their campaigns of violence through a supermarket coupon scam worth $100 million a year. Groups including Abu Nidal and one of the men convicted in the World Trade Center bombing have been linked to illegal coupon redemption rings in New York, Florida and Missouri. The  scam involves buying coupons by the pound, clipping them at special locations, crinkling them to make them appear used and then sending the coupons to clearinghouses for redemption. A postal inspector in Cincinnati said ``Corporate America is underwriting terrorism and I don't think they realize it.'' 


Sales promotional tools are designed to add perceived value to the product offering.  To be effective, some of the promotional techniques require a basic level of literacy and some level of consumer sophistication to be evaluated properly and acted upon.  These ingredients are not necessarily present in all markets. In general, in underdeveloped market economies, sales promotional activities should emphasize the economic benefits of the product. 

 


Promotional tools 





•  coupons, 





•  sweepstakes, 





•  games, 





•  contests, 





•   price-offs, 





•  demonstrations, 





•   point-of-purchase offers, 





•   cents-off deals, 





•   premiums, 





•   samples, 





•   money refund offers, 





•   event sponsorship,

 



•    trading stamps.

PUBLIC RELATIONS

The Japanese have little concept of public relations in the American sense. Since they are very modest and self-effacing, they cannot understand self-promotion. They have little need for corporate public relations. The tendency of the Japanese to be close-mouthed and even secretive about their business is a result of several cultural and economic factors. Traditionally, Japanese society has been closed—made up of exclusive groups and groups within groups. Each group is very sensitive about its existence, responsibilities, and privileges and basically hostile to all other groups and to some degree in competition with them. This system precludes the free and open exchange of information between groups since the primary motivation is to protect one’s own group and outdo all others. In addition, Japanese managers and clerks generally do not have the authority to provide information or make offers on their own. The Japanese manager can either say no or do nothing—which is the same thing—but the manager cannot expose the company or commit the company to anything by himself.


Japanese weekly magazines (shukanshi) are often shamelessly sensationalistic. From scandals and muckraking trivia on politicians and celebrities, to entertaining and informative guides for job hunters, music shoppers, or club hoppers, the weeklies run stories on nearly all topics. The combined circulation in 1993 was 1.65 billion copies. They are the ideal diversion for office workers making the long daily train commute to and from the company. Newsstands at train stations comprise nearly 70 percent of the weeklies’ circulation. By using low-quality paper, these magazines can sell at relatively low prices. Japanese news reporters belong to press clubs assigned to cover a particular organization. This system places the journalists in a dependent position with the organization they cover, since they can be cut out of the information loop if they write something unflattering.


China lacks skills in public relations generally. China’s Communist led system is to blame.  The principle involved is that the center of power is identical with the center of truth.  It is more important for the leaders in Beijing to show that they are in control, even when they are not, than to worry about the public relations consequences for their country. 


Public relations can be a major influence at the corporate level as well. The bad press and boycotts that come with doing business with dictators can outweigh the benefits. That's why PepsiCo Inc. said it sold its minority share in its joint venture bottling company in Burma to its Burmese partners. PepsiCo will continue to allow the bottler to use its syrup and trademark. In 1995, PepsiCo earned $8 million in profits from its 40 percent stake in the Burma venture. Student demonstrations at U.S. campuses cost it a $1 million food-service contract at Harvard University and a Taco Bell outlet at Stanford.
