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ADDITIONAL CASE STUDY

CHAPTER 11
Free flights promotion ends in disaster


  The Hoover company's attempts to sell more vacuum cleaners by offering an incentive of free flights has become a legendary disaster in the field of sales promotions. An examination of the case is useful for highlighting some of the problems of planning, implementing, and monitoring sales promotions.


       During the early 1990s, Hoover was faced with a period of economic recession in which discretionary expenditure on consumer durables was held back. In these conditions, most vacuum sales were replacements for worn out machines or first-time buys for people setting up home. The challenge was to increase the sales of machines bought to upgrade existing equipment.


       The company came up with the idea of offering free airline tickets to America for anybody buying one of its vacuum cleaners. For many people, a holiday in the USA may have been perceived as an unnecessary and unaffordable luxury during a period of recession, but one that might be justified if it came free with the purchase of an 'essential' vacuum cleaner.


       The immediate result of the sales promotion was to boost the company's sales of vacuum cleaners to more than double the level of the previous year. So far so good, but then serious problems set in. The first problem occurred when Hoover could not satisfy demand for its vacuum cleaners and had to resort to paying its staff overtime rates of pay in order to increase supply. It should be remembered that the initial objective of the promotion was to utilize existing spare capacity rather than adding to that capacity. The company had carried out insufficient research prior to launching its incentive. Had it done so, it may have reached the conclusion that the incentive was too generous and likely to create more demand than the company could cope with.


       A second problem occurred during subsequent periods when sales fell to below their pre-incentive levels. Many people had simply brought forward their purchase of a vacuum cleaner. Worse still, many people had bought their cleaner simply to get the free tickets, which at £70 for a cleaner with a free £250 ticket made sense. These people frequently disposed of their cleaner as they had no need for it. The classified ads of many local newspapers contained many adverts for 'nearly new, unused' vacuum cleaners at discounted prices and this further depressed sales of new machines once the sales promotion had come to an end.


       A third and more serious problem occurred when large numbers of buyers tried to use their free flight vouchers. All sales promotions are based on an assumption of take-up rates, which can be as low as 5-10 per cent. Anything higher and the cost of the incentives actually given away can wipe out the benefits arising from increased sales. In this case, Hoover had carried out insufficient pre-testing of the sales promotion in order to assess the likely take-up rate and was surprised by the actual take-up which subsequently occurred. In an attempt to control costs, the company became notorious for its attempts to 'suppress' take-up of free flights. Many claimants complained that telephone lines were constantly busy and, when they did get through, they were offered the most unattractive flights possible. It was reported that claimants from the south-east of England were only offered flights departing from Scotland and those from Scotland only offered flights from London, done to reduce the attractiveness of the free offer. These activities attracted high levels of coverage in the media and left a once highly respected brand as one with a perception of mistrust. Five years after the initial débâcle, the Hoover Holiday Pressure Group continued to be an awkward reminder for the company.


       The free flights promotion eventually cost Hoover a reported £37 million in redemption charges, without bringing about any long-term growth in sales. With appropriate pre-testing, these costs could have been foreseen. Worse still, the company's brand image had been tarnished in a way that would take many years-if ever-to recover from.

Sources: P Whysall (2000), Stakeholder mismanagement in retailing: a British perspective- Journal of Business Ethics;  DA Griffith and, JK Ryans (1997), Organizing global communications to minimize private spill-over damage to brand equity, Journal of World Business. 
Case study review questions

1. What are the inherent problems for a company such as Hoover in assessing the effectiveness of sales promotion activity?

2. Identify a programme of research that Hoover could have undertaken in order to avoid the costly failure of its free flights promotion.

3. What alternative methods of promotion might have been more suitable to achieve Hoover's objective of utilizing spare capacity during a period of economic recession?
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