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Promotional Program Proposal

Prepared for Delta Faucet by

Knapp, Storm, Thielmann & Associates, LLC

Introduction

The objective of this proposal is to analyze Delta Faucet’s current promotional mix in light of the target market’s preferences and the current competitive environment. We have been specifically engaged to propose alternative promotional strategies to Delta’s IRL sponsorship. In this proposal we will:

1. Identify and analyze the characteristics of the target market

2. Analyze competitor promotional activities

3. Identify the current promotional mix

4. Propose alternative promotional activities to the Delta IRL sponsorship

The Target Market

Target Market Identification

Product decisions for faucets in the new construction market are made in three different ways:

· National builders working on a specification made corporately. The individual plumber has no control over the product decision.

· Smaller builders (<100 homes per year) that do not have a national program and make the product decisions for the houses they build.

· Builders who leave the product decisions up to their plumbers.

This proposal focuses on the last two markets. These markets are not targets of the Delta builder group. They are not top 100 or are not on a Masco program because they build less than 100 homes a year.

Target Market Demographics

The two types of customers this analysis is focused on are smaller builders and plumbers. On the surface it would appear that these two types of customers are very different. Through a variety of interviews it became apparent that they are very similar. Both customer types are small business owners. The decision-maker in the builder segment is the builder (or purchasing department). The decision-maker in the plumber segment is the owner/manager of the plumbing company (or purchasing department). Both segments are small businesses with the decisions either being made by the business owner or by their purchasing department.

The assertion that the target market is a small business owner is backed up by the demographic research on the construction and plumbing industries.

Construction Industry, Number by Corporate Form


Proprietorships
Partnerships
Corporations

Corporate Form
2,111 (80.2%)
71 (2.7%)
450 (17.1%)

Construction Industry, Number by Size of Business Receipts



Corporations

Proprietor-ships
Partner-ships
<$1 M
$1-4.9 M
$5-9.9 M
$10-49.9M
$50M+

1,986(79.9%)
66 (2.7%)
338 (13.6%)
77 (3.1%)
10 (.4%)
7 (.3%)
1 (.04%)

Average Number of Employees and Average Payroll


Average # of Employees
Average Payroll

Builders (single family)
3.76
$67,702

Plumbing, heating & a/c
8.13
$220,331

Demographics of the Target Market

Once we have established that our target market is mostly a small business owner, the following demographics can be established:
Demographic Characteristics of Small Business Owners vs. General Population

Characteristic
Small Business Owners

Male
Female
General Population

Male
Female

Married
86%
80%
63%
59%

Children at Home
37%
43%
35%
35%

Age




Under 30
5%
5%
16%
15%


30-49
55%
55%
31%
30%


50-64
33%
39%
13%
13%


65+
7%
1%
40%
42%

College Graduate
44%
43%
25%
19%

Household Income




Under $35,000
15%
25%
56% (all)


$35,000-
$49,999
23%
29%
17% (all)


$50,000-
$74,999
34%
20%
16% (all)


$75,000-
$99,999
10%
12%
6% (all)


$100,000+
17%
14%
5% (all)

These demographics show that our target market is mostly younger (30-49) and most likely married. They are better educated and have higher incomes than the general population. These demographics should be considered in the development of the specific promotional programs.

Competitor Promotional Activities

Though it is a known fact that Sales Promotion is essential towards the Plumbing Groups and Wholesalers, it does not operate within a vacuum.  An important aspect involves looking at what Delta’s competitors are doing in this arena.

Delta is considered a premium faucet product line.  Their main competitors according to Delta’s Plumber Groups appear to be Kohler and Moen. Kohler is considered the main competitor.  To determine what types of promotional activities are provided by the various companies, an informal survey was taken among plumbers that have purchased Delta’s product line in some capacity.  Two questions were asked of the group:

Question
Indicative Responses

“What type of promotional activities do plumbing manufacturers direct toward you to increase sales?”
Responses to the first question were indicative of what most companies do regardless of the industry such as special events, vacation trips and trade show activities.  One of the activities was especially geared towards non-management.  The companies would sponsor trips to the factory to get a first hand look at how the products were manufactured.  This provided assurances to the operations department that what they were installing would be as good as their reputation.  This was important to many of the plumber groups not only for the quality aspect, but went a long way towards building that relationship between the Company and the plumber. 

“Do these events influence your decision to purchase more of their product?”
Responses to the second question were approximately 90% the same.  The other 10% were probably not being completely honest.  That response was given that “when products are equal in quality and nearly equal in price the Company with the greatest sales promotion activity directed towards that plumber group generally was the product they installed”.  One respondent indicated we are human.  However, a good portion of the plumbers indicated that the most important aspect to them was the relationship building with the Sales Representative of the Company.  It allowed them a comfortable trust factor that may be as important as the Sales Promotion Activity itself.

One of Delta’s main competitors did have one sales promotional activity that would be hard to duplicate. Kohler Company owns two hotels call The American Club and the Inn on Woodlake. They have received the 5-diamond award from AAA and are considered as one of the top 25 hotels around the world. It has also been ranked as one of the top two golf resorts in the continental United States and received the Gold Medal award from Golf Magazine.

Kohler Company uses this resort as a conference center and vacation package that plumbers can bring their families to. It is also open to the general public and is completely outfitted with Kohler products.

The Current Promotional Mix

Delta’s current promotional mix includes the following elements.

Advertising

Delta utilizes advertising through a variety of channels, including the sponsorship of an Indy Racing League car at a budget of approximately $1 million per year. It is perceived that this program is a 200 mph billboard that provides benefits that are hard to track. This is the program that we have been asked to propose alternatives to. Any changes to this program should be made carefully because the program has become a part of Delta’s culture. Evidence of the sponsorship is pervasive throughout Delta’s corporate headquarters.

Sales Promotion

Delta has several sales promotion programs directed at the target market. An important program, “Fly with Delta” links to the racing sponsorship by bringing customers to Indianapolis in conjunction with the Indianapolis 500 and the Brickyard 400. The program provides an opportunity for customers to build relationships with Delta sales personnel. Activities include tours of the plant and corporate headquarters in addition to activities at the race event.

Personal Selling

Delta has a competitive advantage partially because of its strong sales force. The interviews that were done with some of Delta’s customers indicated that this was a differential advantage for Delta over their competitors.

Proposed Changes to the Promotional Mix

Proposed New Program

In accordance with the request to look at alternatives to the IRL car sponsorship, we propose a new sales incentive promotion program based on incentive qualifications around increased sales or builders converted to Delta.

Program Overview

The goal of our proposed program will be to realize incremental sales growth by building relationships with customers.

Perceived Value

Rebates or other cash incentive programs are not being proposed.  These general giveaway programs are not recommended because the perceived cost and benefits are the same.  Instead incentives are proposed where the perceived cost and benefits are different.

For example a dream vacation with a “value of $5000 would not cost Delta $5000.  Thus for the $1,000,000 budget Delta can get more than a $1,000,000 value.  Later in this proposal some example incentive programs are proposed based on the research done on the preferences of our target customers.

Promotional Cost

Based on the $1,000,000 budget it was first determined how many high impact promotions could be created out of this amount.  After researching some of the available options (travel, adventure packages, sports fantasy camps, golf schools, etc.) it was determined that $5,000 per incentive package would give Delta what it is looking for.  Namely a memorable experience for the customer that could be tied back to Delta and that would make them happy that they switched more of their business to Delta. Based on this $5,000 per incentive the budget would allow for 200 programs to be created and be used to gain incremental volume for Delta Faucet.

Relationship Building Focus
Because the emphasis of this proposal is to shift marketing effort from one of mass marketing to one of one-to-one marketing it is important that Delta representatives and/or Delta corporate people participate in the incentive event.  This is critical because the focus of the program is relationship building as well as incremental sales growth.

Program Targets

It is proposed that the primary focus should be on the smaller new construction plumbers and builders.

Builders
For builders who make the product decision, the program would provide incentive packages to switch their choice from a competitor’s to Delta. Even though the plumber is not involved with the product decision it is important to have the plumbers support. In cases such as these it is recommended that the plumber also benefit in the program. By developing the loyalty of the plumber Delta could bring additional business for the work they do for other builders.

Plumbers
For plumbers who make the product decision, the program would provide incentives based on the conversion of their builders from a competitor's products to Delta.  Because many of these builders are too small for Delta representatives to call on, targeted programs for the plumber would be a more efficient way to convert several small builders at the same time.

Large New Construction Plumbing Contractors

An additional target of this program could be the large new construction plumbing contractors. For this group incentive programs should be created based on their ability to switch their builders to Delta products. These could be either Delta Plumbers or plumbers who use predominately competitor’s products. However, great care must be used here to target their specific builders because these larger plumbers are already on other loyalty and volume programs.

Incentive Programs

Because this program should be part of an integrated marketing communications strategy it is not recommended that a menu style incentive program (with limited choices) be created. Instead it is proposed that a flexible program, based on the actual preferences of the customer, be developed.  This will require a little more work by the sales department and the Delta representatives. The result will be a much higher impact experience that is created with the customer, which will create a much stronger relationship with them.

So instead of recommending a rigid program based on preset incentives which are so common in the industry (the typical frequent buyer incentives) something is envisioned way beyond this. The following are just a few examples of the options that are available.  These were obtained from the Delta Travel department. It is recommended that the Delta Travel department be the focal point for the creation of an incentive package for a particular customer.

Example Incentives

· The Richard Petty Driving Experience (Rookie experience @ $329 or the Winston Experience at $699.)

· The Skip Barber driving program (one day @ $495).

Both programs offer corporate group discounts. These types of programs are exciting and they provide an opportunity to build relationships with the participating customers.

This is one example; however, there are hundreds of these kinds of events that are high impact in terms of creating a lasting memory for our customers.  By working to discover what are the customer’s hot buttons and by working with the Delta travel department both sales managers and representatives can build meaningful sales incentives which will accomplish the programs objectives.
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