
                                                                Marketing communications - Sales Promotion

10.2 Sales promotion
The rationalisation of promotional budgets and the opportunities given by other promotional tools, such as to re-distribute consumption to low traffic periods or to build up loyalty or to better target customers are causing airlines to pour more money into below the line activities. The Hoover promotion is far away now and everybody is willing to take advantage of airlines give-aways, airlines in the first place!

10.2.1 Promotion to the trade
As seen in chapter 9 about distribution, the trade is fundamental for a satisfactory coverage of the markets in which the airlines operate. The airlines have to promote themselves to the trade in the same way as any FMCG manufacturer promotes itself , in a highly competitive environment, to convince retailers to stock their products and give them a better position on the shelf. They will also have to pull middleman staff on their side in order to both deliver their product and maintain a certain standard of service. 

To this aim airlines undertake several initiatives with the help of the sales force which constitutes the main link between the airline and the trade. Travel agents are first of all supplied with an access to the airline’s reservation system and an easy to use interface. This of course is the best selling point. Brochures, leaflets, published fares and all those elements which can help in conveying information to the customers must be regularly distributed. Material which is linked with other promotional activities (e.g. TV or press campaigns) can be usefully displayed at the shop to remind the customer what airline to choose. Because the airline has to stand up from competition special displays and other point of sales  (POS) materials will have to be distributed. One example are the small models of Concorde or other aircraft with the airline’s livery one is likely to find in many travel agent shops. In addition training should be provided especially when regarding the use of the airline CRS, and incentive schemes set up in order to ensure the agent will look for a good deal for the airline too.

The relationship with the trade however must be carefully managed. The offering is wide and new issues concerning the rationalisation of the distribution pipeline can upset 

the trade. Third party promotions, the internet and commission capping will result in limited booking and commissions for travel agents. With the promotions travel agents receive commission only on the discounted amount paid by the customer and not on the gross value of the travel arrangements. Even frequent flyer schemes are unpopular with travel agents as they encourage direct sales.

10.2.2 Promotion to end customers
Promotion to end customers in the airline industry relies on the periodical discounted fares, which tend to move consumption from peak periods to off peak periods, and in the same way tend to create a positive cash flow for the airline through anticipated payments. Promotions in fact often take the form of “Buy before ....... for travels starting from .... to ....”. Another formula used for the same aim and sometimes even to stimulate first trial is “Two for the price of one”. Joint promotion are increasingly used to link airlines with related and unrelated products. And finally frequent flyers scheme conceived to get people to fly with the same carrier in order to cumulate points to be redeemed against free flights and perks.
No airline however is going to give away its best seats. 99% of sales promotions (except for FFPs) relate to economy tickets. No one is going to reduce the perceived value of a premium seat. An improper form of promotion, known as upgrade and consisting in upgrading a full fare passenger to the higher class when special circumstances occur, is now rejected from airlines such as British Airways because felt as affecting the perception of those customers who fully paid for their enhanced service.
A) Discounted fares

Discounted fares can be noticed almost every day on newspapers, offering cheap fares to several destinations if certain conditions occur. These conditions are generally determined by a particular period of time in the year, trend in the local or global economy (e.g. recession) and therefore on the level of demand or increased competition.

Three example are reported below:

· “A return flight to several BA destinations in Europe cost just £99 when you travel in November or early December and book by October 11”.

· BA’s World Offer in 1991 was devised to counteract a decrease in global demand for fear of terrorist acts.

· Following the entry of the Channel Tunnel in the short haul market to Europe, British Airways and other airlines promoted fares to Paris and Brussels at very low prices.

Even fares which are usually officially listed on the airline leaflets have the nature of promotional offers, even if stable. These are for example Advance Purchase Excursion Fare (APEX) or weekend formula, which respectively have the scope to anticipate cash in-flow and fill in spare capacity in off peak period, with beneficial side effect on peak hours (re-distribute traffic in relation to available capacity). 

B) Two for the price of one and other promotions

This offer is generally linked to a joint promotion (see paragraph C), or can be used as an alternative to a 50% discount on a single ticket. It can be in the form “book two pay one” (Ryanair) or if you buy two tickets to the same destination separately in a certain period of time, than you get a third free to the same destination (Sabena). It can be useful to target couples in the leisure segment or repeat travellers on the same route. Other schemes targeted at frequent flyers or just for leisure can offer a special pass to get discounts on certain routes, a ticket which permit to combine more travels in a certain region for a lower price, RoundTheWorld, and special fares for senior citizens or students.
British Airways

Some examples of British Airways big promotions are listed below:

1991

“The World’s Biggest Offer”, a unique six month campaign designed to bring back traffic after the Gulf War, spearheaded by an offer to give away free every seat on the airline’s international services in and out of the UK on 23 April.

1993

“The British Airways Dream Ticket”, its biggest ever sales drive, designed to capture an additional  £100 million revenue from the business and other premium class markets. The promotion invited business flyers to register for their dream destination with BA by the end of November 1993. BA would than give these passengers the Air Miles needed to reach their destination, providing they could accrue enough points during the given period, to get themselves back. 

1995-1996 

“World Offers” to more than 50 destinations, cutting prices by an average of a third, in a major campaign to attract more leisure travellers. Devised in August to be on sale for a short period only has then be extended to the end of March 1996. Destinations and prices are changed regularly to sell seats that would otherwise probably be unsold. 

C) Joint promotion

Marketing alliances can be tactically used to meet short term objectives such as increase sales over a particular period of time or more strategically to increase brand awareness and loyalty in the longer term. There are several examples of these activities, some of them are independent initiatives (third party promotions), some are real joint promotions. 

Toshiba-Virgin Atlantic
A £1 million promotion to boost sales at the start of traditional season for brown goods. Toshiba gave away free 2 for the price of one Virgin flights for every Nicam TV or Video bought, the rationale being that people could afford to buy a video and go away.

KP’s Royster Crisp and Steam Nuts-Virgin Atlantic
Customers collecting 15 promotional packets were entitled to free flight when they booked an adult economy saver ticket. 

Hilton Hotels -Virgin Atlantic
Tie-ups with hotel chains and car hire companies are the most frequent, especially now that airlines tend to outsource related activities and re-focus on their main competencies. This joint marketing alliance links the customers’ loyalty incentive schemes of the two companies.

J.S. Sainsbury-British Airways

Free flight offers. The major supermarket chains frequently run ticket offers. They are usually done with the knowledge of and frequently with the help of an airline. They are independent promotions designed to increase sales of specific goods rather than airline tickets, but a certain level of coverage often benefits the airline. BA and J. Sainsbury’s joined their forces in 1992 with their “Buy and Fly” discount ticket offer. 

British Airways-British Airways Holidays-Diners Club
Diners Club Rewards points can be exchanged for vouchers which can be used to pay for both flights and holidays with BA or to purchase goods from the BA Shop on board.

The Mail on Sunday-British Airways
Another scheme which through the collection of tokens would give the newspaper the opportunity to sell more copies and to the airline (offering a 50% discount for economy fares on 12 European routes, 30% on other destinations in Europe and 20-25% to other destinations world-wide) free coverage for several weeks. 

Virgin Atlantic-The Times
“Fly Virgin Upper Class free for life” run on The Times in September 1995. The promotion, which was a loyalty scheme for The Times consisted in collecting 15 out of 20 tokens published one each every day on The Times to win two Upper Class tickets a year for the rest of the winner’s life. The initiative offered Virgin Atlantic to show its logo on 20 issues of The Times plus one full black and white page of editorial coverage 

with pictures and text to explain the scheme and describe the main features of Virgin Atlantic Airways. The scheme was supported by a TV spot featuring Richard Branson, comfortably sitting in one of his planes, announcing the new scheme to be run on The Times.

Another joint promotion “Two for one flight offer” with The Times run in January and February 1996 offering two different schemes. One in the form of a scratchcard game  with £50,000 worth of prizes to be won including 50 pairs of Virgin flights and 1,000 £5 Virgin Store vouchers. The second in the form of an offer to buy two tickets for the price of one when a customer booked a flight in Economy class and then send a form (to be filled in with personal details) included in The Times together with four tokens to be collected in the following weeks. The full coloured page used to introduce the scheme included information about special on board facilities for children, terms and conditions and the form to be compiled (see Exhibit 10.13). This promotion was also pushed by a spot featuring Branson making a paper plane with a Times issue.

D) Corporate discount programs

Companies going for bulk purchase directly with the airline (corporate customers) often get discounts depending on the airlines schemes. This discounts however clash with the overall aim of frequent flyer schemes which are targeted at corporate travellers who make their own decisions about what carrier to choose. In addition this discounts cannot be used in conjunction with airmiles redemption or corporate FFP schemes such as Virgin’s Corporate Freeway.
E) Frequent flyer schemes

British Airways owns 100% of Air Miles Travel Promotion Ltd, the company who since 1988 see to the Air Miles schemes to which almost every airline and many other companies in the UK are linked to. Air Miles are the (figurative) tokens to collect for every flight in order to gain some advantages (mainly free flights). They are the airline version of the FMCG green  shield  stamps and work on the same principles, only prizes are  different.  The rationale  for  Frequent  flyer  schemes,  or  programmes  (FPPs), is to reward customers’ loyalty (repeated business), with something that benefit the customers while utilising a margin of spare capacity, which would be lost anyway. 

Business travellers are the cash cow of the airline industry. A loyal customer costs less than a new one. Even for those less responsive to promotions the word free still plays a major role in decision making. A frequent flyer is looking for rewards in return for his loyalty and recognition of his status as an international business executive. The service benefits should aim to make the passenger’s journey easier, simpler and smoother. The rewards have to be imaginative and achievable in order to attract the customer. In addition FFPs can be used to anticipate expenditure (buy before the end of the year or a certain deadline to redeem your reward.

Collectors get something for nothing, and Air Miles distributors win by enhancing brand loyalty. FFPs are mainly targeted at individual travellers, but the increasing threat such schemes are posing to corporate travel managers in terms of increased costs (employees choosing more expensive travel arrangements in order to collect more points) are pushing some airlines to extend the scheme to corporate clients.

Some schemes involving Air Miles are operated by non-airline companies, examples are Shell Air Miles card (1 Mile per £6 spent), a scheme operated by NatWest credit cards (1 Mile for every £20 spent) and Diners Club International (100 miles  on joining plus 1 mile for every £20 spent). The airlines usually benefit charging two cents a mile to each company offering them.

British Airways and Virgin Atlantic have their own schemes. In addition as a part of marketing alliances  they often  allow their  customers to  collect Air Miles from partner 

airlines (e.g. BA’s customers can collect airmiles also on Maersk Air, TAT, Loganair, Flyer Express, US Air, Qantas, Cathay Pacific, Singapore Airlines and Malaysia Airlines and car hire companies such as Hertz and eight Hotel chains; Virgin Atlantic customers on British Midland, SAS and Air New Zealand, Malaysia Airlines, Midwest Express, SAS, Austrian Airlines, Air New Zealand, American Express, Avis, Texaco, Virgin Hotels, Inter-Continental Hotels and Resorts, Summit International Hotels etc.).

British Airways
British Airways schemes is called “Executive Club” and is different from other schemes, it offers both airmiles and travel points, the latter granting lounge facilities and free travel insurance when enough credits have been built up. In 1993 500,000 free flight were taken on the airline. It has three different tires which accentuate the importance of being a loyal customer in time as members try to gain their way up to the higher tier. 

BA values the loyalty of its customers highly and seeks to build a long term relationship with them. The three tier scheme results in three different membership cards (see Exhibit 10.14) which give access to different benefits: Blue, Silver and Gold.

Blue plastic card “Executive Club” is just a way of getting yourself on the system and being tracked by the company. It entitles you to some benefits such as priority waitlisting, security luggage tags, booking lines, world-wide emergency assistance and  theatre booking service. They don’t have any check in facilities.

Silver Card is for people who have flown frequently enough on the airline during the previous year to access to this second level. How much depends on the mix of long and short haul travel, and on the class flown. The three main benefits of having a Silver Card are to use the lounges world-wide, to use the Club check in desks regardless of the class you’re flying and to get priority waitlisting for flights that are full. Others include discounts at BA clinics. 

The benefits of having a BA Executive Club Silver Card however are arguably  greater for economy travellers than for business class travellers. In fact Club passengers already get lounge facilities at Heathrow and preferred check-in 

world-wide anyway. Economy passengers who possess a Silver Card are treated like Club passengers before boarding the aircraft. 

Few people who fly economy end up getting a Gold Card, this goes to very frequent business and first class travellers. Gold card members may use any desk (except that for Concorde) and can check in by telephone plus of course access to First Class lounges).

When a customer graduates to a silver card he or she starts to receive regular mail shots (see paragraph 10.5) from BA direct marketing department. 

British Airways however only credit passengers with mileage points if they buy a full fare economy class ticket or above. 

Virgin Atlantic

Virgin Atlantic has called its scheme Freeway, although it is known at Virgin as “the unfrequent flyer program”. Virgin Atlantic in fact is the best known novelty perk givers in the UK.  As well as the usual free flights and upgrades they offer a range of items (fantasy awards) such as an introductory course in gliding or polo, trip in hot air balloon, a 9-day photo safari in Kenya, a week in Orlando and a week at Branson’s hideaway in Necker Island. Virgin also runs a scheme whereby Upper Class passengers  can collect an economy class ticket free of charge for the exact length of journey they have just flown in Upper Class.

A main difference with BA’s scheme is that Virgin honours discounted flights too (bucket shop or tickets consolidated by holiday travel companies) with 500 points for each return. BA instead offers credits towards its silver and gold cards. 

Another difference is that Virgin has a parallel scheme for companies, Corporate Freeway, which allows both companies and individuals to accrue points every time the airline is selected to fly a business passenger. In addition points can be redeemed against a wider range of activities, including non conventional ones such as hot air balloon trips and parachute jumps. Virgin Freeway was launched six years ago and allows passengers to qualify immediately when flying Upper Class or Premium Economy, economy travellers  need  six  one-way  economy  flights  or  three  return  economy flights before 

qualifying for membership. Sometime Virgin offers a bonus for joining now (2,000 points). 

The  first Upper Class flight alone however provides enough points for one free transatlantic economy ticket. Virgin has recently introduced a Gold card membership,   offered  by invitation only and for one year to Virgin Freeway members who, within any 

12 month period, have earned more than 75000 miles by flying Virgin Atlantic. Key benefits conveyed by the gold card are: personal waitlist priority, Upper Class check in, departure lounge facilities and checked baggage allowance regardless of class of travel, a personalised Gold baggage tag, Freeway Priority Helpline and Faxline, monthly Freeway mileage statement, late claim entitlement for Freeway rewards, exclusive offers from Freeway partner companies, invitations to exclusive events. As British Airways, Virgin Atlantic allows customers to redeem points on selected partners. 

A comparison between the two schemes


Miles required to gain a free flight:

Executive Club
London-NY: Ec 6,800; Business 13,600; first 20,400.

Freeway

London-US: Ec 40,000; Mid Class 75,000; Upper Class 100,000.

Upgrades:

Executive Club
No upgrades

Freeway

Upgrades

Miles gained per flight: 

Executive Club
London-NY return: Ec 375; BC 750; FC 1,050.

Freeway

London-US return: Ec and MC 35,000, UC 50,000.

Availability

Executive Club
subject to availability

Freeway

subject to availability

Valid tickets type

Executive Club
FC, BC, full fare Ec

Freeway

UC, PE, Ec


What do the customers think (OAG survey - 1995)

Almost 90% of Europe Business travellers are members of at least one scheme and 5% belong to 8 or more separate schemes. Most of these members are career minded and short of time to get round to claiming the miles they have earned. So far, so good, for the airlines, especially as perks can be all important when travellers are making their choice of carrier. Nearly 3/4 of the sample admitted that given the choice of airline on a 

particular route, they would favour one which is part of their particular scheme. A full 97% say they intend to claim their benefits when they get around to it. If and when they do cash in, 80% use their mileage points for leisure and personal use but a growing number are finding that economic constraints are causing perks to be allocated to further business trips. There is a high degree of independence for business travellers to choose an airline. They like to ensure that the selection of airline is a choice they make personally. The higher up in a company the individual is, the more likely it is he will be making his own choices concerning their travel arrangements. 

The downside

FFPs schemes seem to have linked some how customers to their company when all the other parameters are equal. However FFPs can pose serious problems for the airline. As any other promotional activity redemption must be carefully forecast, controlled and analysed to avoid negative side-effects in terms of distribution. Most of the airlines rely on the fact that many passengers will not succeed in accruing enough mileages to claim free tickets but it is not always the case. Restrictions posed to redemption are a way to minimise risk. 

At British Airways seats made available to the programme are controlled by the Capacity Management department which ensures that these are seats which would  have otherwise probably gone unsold.

Another problem can be related to the image of an airline, especially to premium passengers when the airline trade miles for class upgrades or when it downgrades a member to the lower tier. And finally is that enough to ensure loyalty with so many similar schemes around? 
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