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Partners In Loyalty Marketing

Our strength as an
Strategic organization comes from:
Planning
1. Our high level of experience
/ \ and expertise
Optimization 2. The fact that we're a true
& Oversight

unbiased 3rd party

~_ 3. We have no vested interest
in specific technologies,
vehicles, or media
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Agenda

* Overview

* Survey Results
— Usage trends
— Key success and obstacle factors
— Future usage

* Closing Remarks & PILM’s Recommendation
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Definition

-

\

~

Digital Coupons:

Coupons that are accessed via the internet
through a website, email or application
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Digital Coupons can be
accessed a number of ways

Brand/retailer Loyalty Cards

k%rocea(ﬁougon
Digital print-at-home coupons;

Safeway loads discounts to loyalty card @hop AHHOMC corrt Vendors incl. SmartSource, SavingStar

Coupon value loaded to loyalty card

Introducing :

Coupon Website

Coupons.com, SmartSource, RedPlum,

Download
coupons

== oF & Coupon Network

Social Networks Mobile

Distribution via Facebook, Y/ — Distribution via text messages, mobile

LivingSocial & other sites v 0 ads, apps & barcodes
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Digital Coupon accounts for 5-
6% of redemption

_ Distribution Redemption

General Coupon 311 billion 3.5 billion
FSI 273 billion 1.5 billion
Digital Coupon 1.2 billion 0.2 billion

Source: Inmar Coupon Topline Trend 2012
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While small, Digital Coupon
usage is growing

2007 2008 2009 2010 2011

Distribution m

(billions)
.................................. 029 B 0.29 [
..................................E ..................................................................................................
Redemption

Rate

Source: Inmar Coupon Topline Trends 2012
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Digital Coupons have strengths
over traditional FSIs

S| Digital
Coupons
@ New 34% 46%
Buyers

E . Incremental 68% 779
A i Sales

Source: Knowledge Networks, Digital vs. Traditional Coupons 2011
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Digital Coupon Learnings

- Survey Results
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Majority of CPGs are using
digital coupons

CPG usage of Digital Coupons

Use Digital
Coupons, 84%

Do Not Use,
16%
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Coupon website is the most
often used vehicles

What do you use the What do you use the
most? least?

* Coupon Website (48%) * Mobile (33%)

* Emails (16%) * Social Networks (20%)
* Retailer Website (16%)=———> < Retailer Website (15%)

* Brand Website (10%) » « Brand Website (11%)

e Social Networks (6%) —> ¢ Emails (9%)
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Digital Coupon play either a
support or new role in strategy

Digital Couponing Role in Marketing Strategy

. “Di gi t al daliverywehidea lccan be aséd tc
45% Supporting reach new audiences, but still has a supporting role
Role based on i1Its | imited sc
42% “Toeinthe “ Si n ¢ e nawlandsipcoming tactic, | am expecti
0 water” this to grow as the tec
13% Core Role “Qui ckly becoming a tac
(s)

pl anning”
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The primary objective for any
Digital Coupon is driving sales

4 )

Incent ) “Redemption rate is mu
Purchase 6! /‘_) coupons”
- /
a4 )
New i

) e using the coup

Product 13/0 our brand and get trils
- /
4 )

Other 260/ “Amplifyanintegrated marketingc a mp ai d |
Objectives 4 /O “Secur e |mercharelisireg attkey le t a |
- /
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Digital Couponing is still new; few
companies can define success

How successful has Digital Couponing been in
achieving business objectives?

68%

0%
Very Moderately Neither Moderately Very
successful successful successful, nor unsuccessful unsuccessful
unsuccessful
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Without a clear metric, success
iIs based on redemption

How do you evaluate success of Digital Coupon?*

Traffic & Redemption 73%
Sales and Volume vs. Last Year 40%
Sales and Volume vs. Control 23%

* Respondents can select multiple answers
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Key factors affecting Digital
Coupons:

Ease & Reach

Attractive demographics
Brand building

Purchase insight

Lk wnhe

Potential of lower cost

Lack of distribution control

Low unit and redemption volume
Limited acceptance

Stacking & doubling down

Lk wh e

High settlement costs
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Success Factors

~

“Short turnaround ti me
1. Ease & greatpree mpti ve tool]|”

Reach “The ease of wuse and
consumer s’

~

“ ... a popag/auhger shoppduildinga user
base with a higher LTV

2. Attractive

Demographics “ ... ameeusing the couponing websites to

Introduce our brand and get trial from younger
consumer s’ /

2
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Success Factors

Building

~

“The afOigitdl cotipgns to go viral through
social sharing helps brands achieve a more
aut henti c | mage

/

4. Purchase
Insight

\J

~

“ A Db ltrack, ot justonpressionshut also
clicks, providebetter insight into the purchasing

deci si on funnel

/
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Success Factors

N

“Lower fi xed costs |v
] coupons (if you find the right vendor and
5. Potential negotiate an attractive click cost”

of Lower “Cost of versioning |f
Costs lower”

“Load to card coupon:

3 /
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Obstacle Factors

Tgkt eeyposted and reweeted
1. Lack of const an trunyutvepymuicklit s
distribution “ ... ( We contral awhowi)l and will not

control receive a coupon. We would prefer more
targeting capabilities /

\
2. Low “ T h e yotenoughto drive a | e scan spead.
VOIumea_nd a |l ot of money on cli ¢l
Redemption
/
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Obstacle Factors

N

Some retailers remaijin

3. Limited digitalc o u p ons ... a(smdf gaytofa r |e
Acceptance coupons redeemed versus paper

“The Dbiggest hurdl e ||

)

4. Stacking & “Suinsluure about the a
doubling digital and paper offers at retail. We do not wis
down to over l ncent t hle

3
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Obstacle Factors

5. High

Settlement
Costs

\

N

“ N tndppy paying retailerthe samehandling fees
for digital vs.

“Sett datarfrennsbme retailers is not as
robust aghepapert r a1 | 7

“Ful fi1 Il ment 1 s cost
cumbersome. Our fulfillment house is a legacy
vendor setup for tFr

)

©
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CPG i1s committed to continue
using Digital Couponing

In 2013, which Digital Couponing

tactics do you plan to use?

Coupon Website 84%
Retailer Website 65%
Loyalty Card Coupons 61%
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Rigorous tracking can deliver
rules for use this new technology

/“ R e shavie tlepended obrand and product awarenessNewto—mark)
has not been successful. But using digital coupons to amplify promotipns
on the core has seen strjor

“Di gital coupons satisfy needs pn
and can deliver targeted redemptions, especiallyciegories with limited
household penetration Since each has a different marketing objective

success varies from a rayng

25
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A

Track and Evaluate _

w4
Facebook “Facebook Facebook
PROGRAM Coupon #1 Coupon #2 Coupon #3

¢ Our gOa| is Basic Measures

Pl L MO s Recommend@,@i

for Clients Program Dates 4 ZAZ;S) ?Zgﬁal\;g Iz/laé/az;))

to knOW: Circulation / Reach 15,064 64,769 80,612

What d id Offer(s) $1 off 1 $1.50 off 6 BOGO
% Redemption 47.0% 51.5% 65.7%

you get Summary P& L

for What Incr units during Program Period 7,000 55,000 65,000

o Incr Sales during Program Period $19,000 $77,000 $128,000

y u Profitability

spe nt? Program Cost $11,000 $295,000 $124,000
TL ROI $1.60 $0.63 $1.08
Bottom Line ROI $0.89 $0.18 $0.30

© — Partners In Loyalty Marketing 2012 26




PI LMOs Recommendat I
Create Coupon Guideline©&@

Facebook Coupon

Average Redemption: 2%
Average ROI: §1.32

Category
3%
S0.95

26-50% 1-25% 26-50% 1-25%
Discount Discount Discount Discount
1% 1% 1% 4%
$1.45 $0.31 $0.47 $1.20
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Digital Couponing: Summary

Digital coupons will continue to be used

Rigorously tracking and evaluation will become more important

Few can define

Digital couponing digital coupons Currently used in
is a newer success the same manner
technology most Redemptions are as paper coupons
e Bl often used as they (to incent sales)
embracing are the easiest and

quickest to obtain
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New developments in Digital
Coupons:

« Loyalty Tracking — purchase $20 over 60 days and get $5 off

— Catalina, Saving Star, mPerks (Meijer)

* Improved Targeting — by geography, previous coupon usage
habits, etc.

— Coupons.com, Catalina, Kroger, CVS

* Mobile apps

— Walgreens, CouponClipper.com, ValPak
 Convergence with paper coupons
— SnipSnap.com
 Extension of existing retailer’s loyalty programs
— Kroger, Target, Walgreens Balance Rewards (Launched Sept 2012)
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Thank You!
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Appendix: Survey

 The Shopper Technology Institute, in collaboration with Partners
in Loyalty Marketing (PILM), surveyed manufacturers on the role
of Digital Couponing in marketing strategy

A brief 20-question online survey was fielded in August 2012
— Who uses Digital coupons and how?
— Digital coupons’ role in overall marketing strategy

— Whether Digital Coupons are measureable and by which
metrics

— How successful are Digital Coupons in achieving business
objectives?

* Results are based on responses from 65 manufacturers across
CPG industries
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Appendix: Sample

 Respondents represented Food, HBC, or Beverage
manufacturers, and worked in marketing or sales

CPG Industry Sector CPG Respondents

B Food manufacturer B Marketing

W HBC manufacturer M Sales

= Beverage manufacturer m Consultant/other

W General merchandise .
M Research/analytics
m All other

B Management

Partners In Loyalty Marketing 2012 32

©




