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Has brand loyalty ‘bogged’ off?
20-Sep-07

Is brand loyalty dead? This i the gqueston plaguing
the owners of grocery brands as they glve bheir
products away lor free in an atlempt o boost sales
In this age of loyalty card points, promotional
coufons, buy-one-gel-one-rad afers (bogols) and
frge Qiveaways, Brands arg goming siuck on a
treadmill of avar decreasing prices. The more they
cut prices. the mare they encourage shoppers o
torgel about brand values and simply seek oul e
bowest cost

l'ﬂﬂﬂ}' brands blame supermatkes B loreing them
o launch maney-olf offers. leading o an
ayar-gownward spiral of price cuting. This may
altract shoppears, bul il benalits tha relailars at the axpanse of brand values of the products mvalved,

That said, some brands are creating Imagnative sales promotions as hey look for ways 1o add value 1o thelr
offers rather ;an simply giving the product away. That way they can keep voracious retallers happy and
Dulld thedr own brands al the same ima. Meanwhile, whan il comes o launching food and drink producis,
sarmpling and gveawiys can prove aflectivie al altrattng custamirs, thaugh anly IF e produdt really dods
tasie good

Hevertheless, running price promofions is an area of growing controversy lor markslers. Some believe they
are the most eflectve way of buliding long-term sales while others criticise them lor destroying brand values.

From e relailers’ perspective, shoppers ang stongly anracted by pnce discounts, according 10 research
camied aul by YouGov on behall of Cataling Marketing, he scheme which provides money-of vouchers 1o
SUPHE MATKE] Shoppars

Some 40% of respondents i the survey said that discounted prices were 1he maif reasan hey would
remain kayal 10 a shoré or relalber. Bogols were the second mos! popular form of promotion, cited by one-turd
of respondenis as a reason for remaining loval, The most popular rewards were money-off vouchers, which

were praterred by hall of the respondents, aimast & fitth more than those wishing 1o collsct loyalty points

Price is imposiani

Wark Grca, managing diractor of Calaling Marketing, says' "This provides strong evidendcs that UK
cansumers are sl heavily mlluenced by prica. According b3 the survey, naarly two-lhirds chose grce avean
over convenience and locality when asked what would keep them visiting a shore.” He adds that only 12%
sald & retail brand was the main miluence when chaosing a store, reinforcing the impordance of price
percepion compared o brand kayailby,

Resparch fom Calaing Marketing in the US shows thal coupon wiars mske up aboul & third o shoppars,
but account lor 80% of salps and are far mond valuabls than non-coupon users. Grics adds: " light of
resaarch like this, il would seem unwise b dismiss bogol ofers. When these offars ara backed with
extensive customer nsight and customised to farget differant typas of shoppers, the rasulls are even mora
effective.”

Disrupling the sales cycle

Many belleve thal such phco pramations can Benedit raters and gre brands & 1emporany updii in sales, bul
do lithe for long term brand building. At the same lime, the philasophy of Every Day Low Pricing is based on
dispansing with lemporary promotions,

A spike i sales rom & bogof promobion means exira producton and daefivery capacity has o ba made
available. This can be relalively expensive as il is an occasional cost. Doing away with promobons makes it
ersier and cheaper 1o predict 2 smooth patem of sales, YWhile promaiions wane ariginally a way ol making
use ol axcass production capacily, they go agains! the idea of st in Bme” delivery, whand aotess Capacily
is squeerad out of the sysiem by caneful planning and lorecasting,

The intraasing and bwards running cul-ghnce offers and money-all coupan incentives i chllcized by many
in the industry. Daniel Todars, managing directar of fisld marketing agency Gekko, says: "It seams a shams
that when millions of pounds and hours of creative brainsborming have gone inko develoging a brand, every
second prodect is hen given away, Such praciices cheapen the brand and seam o SUQQest & COMBaENYS
Exc® of faith In the valee of the product Nsell” He advocaies inshead bublding & "gradual and tharaugh®
ridlakonship with consumers Gased on edutation and nlaracton, He says this craales a type of lavalty that is
far mora meaningful and long term than "simply giving produects away.”

Meanwhile, Viciona While, head ol activation ai Tulio Marshall Wanen, says: “Bogols do nothing lor brand
identity, This type of activity can resull In atiracling cusiomers who buy whal s on bogol rether than having
any true Brand loyalty, Although bogots are greal lor nfroducang brands to consumerns which hey wouldnt
otherwise have bought, it is unlikely that the majority of consumers will stay loyal as they are buying on price
as opposed 16 brand loyally of guality.”

She paints 16 gromaticns that can successhully bulld brands as wall as increasing sates, such as mobile
operator Orange's "Orange Wednesdays® indiative, which offers Orange customers two-far-ane cinema
tickets on Wednesdays

Prize giveaways are a way of MakIng promaoians
fun withoul brands having 1o lower heer rouserns oo
far. As Justing Clemanls, managing direcior a1
incentive and prize specialisis Unmissable, says:
“Engaging © consumers i5 key, A proven mathod is
thraugh expenence-based prize promalions, but
they need 1o be linked W the brand’s persona and
10 reenlance s personakity.”

Another successhul brand-bullding promation was
Coca-Cola's 2006 and 2006 Win a Playar scheme
1o back its sponsarship of the English Football
League and Scottish Premier League. Football fans
could text thie name of thalr (Rvaurite team o &
number promaled an B0 milion Coke packs. The team with the most voles won E250.000 o buy a player,
while anlranis who voled lor thal team stood b win £10,000 in a prize draw. Both the Coke and Orange
promo-liens wore coealed by BO-NTWE

Adding 1o the cecophany of voices decrying bogofs and promobonal coupons is Graham Howarlh, directar of
sales promotion at PAMM, who zays they do nothing but develus the brand. "They may, seemingly, creale g
Sales uplitt; howewr In feality they have & negative glect on eVerydne’s Manging - suppliers, retallers and
channal parners” he says. He Dalieses et on-pack promolons are far mods afective in e oag-bem and
arg appreciated by consumass. “Aler all, consumers doing the weskly shop might not recall & few penoe alf
the price of thair eabags from one weaek i the next bul they will if Bére i5 8 prize compalibon of & gift
feature on-pack. The opporfunity b5 win an exadic holiday or even & weekend bréak proves powenul and
effectve for the brand.”

Dwvercoming stereotypes

Sometimes there is litle alermative 1o giving products away. Geting people 1o sample new lood or drnk
brands may be he only manner of persusding Bem thay ang wonh ring. Unilevers 1Gunch of Pt dhink
range Adez made axiansive use of sampling in suparmarnkels o gel people accusiomed (o fhe taste and 1o
oyarcome amy prejudices about the product. Mike Gamham, chief executive of fisld marketing agency MSF,
which camed oul the sampling exercise, says’ "Ader is & drinks renge based on & range of fruil juices and
non-GM soye projein plus vitamins and minerals. Because il 19 8 new and unigue product and because
there is a relatively low awargniss of the use of 2ova in the UK, creatng nal has Dedn key o ihe Drands
SucCess”

Some consumears might hiave been pul off by the soya ingredient. Thare is a widely-hald parceplion that
saya 5 genetcally modified - hente all Adez communications sthess that it is the non-GM varety, Soya is
patier known 25 an ingredient of Soy Savce, Toks or Soy milk, not exacty a pleasant association wilh fruait
julce. So geting ihe drink down peopie's hroats was esseniial for overcoming hese prejudices and showing
thal it tasies good

The samgling campaign ook place in 100 suparmarkels with eams in branded enilarms warking fam
stainless shep| presantation units. Seme 77 000 people sampled the product and MSF claims salas
increased by 2 339% on the day of the sampling compared 1o he weak balora. This was followed by a
311% Incréase the following week and a sustained increase of 106%

This shows that free nals can help build sales and encourage peopie to iry oul new products, But for
brands, promational offers should be used spanngly and with a candétully houghl oul rabonake,

Untortunabely, retailess are constanlly increasing the pressure on Brand ownees 10 Cul prices as ey balle
wilh tfeir rivals for the reputation of having the lowes! prices. Brand loyvally may nol be completaly dead in
packaged grocedes, bul it Is cerainly looking monbund.
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