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INTRODUCTION

Trade promotion spending—monies paid by a manufacturer to a
retailer in return for product promotion and merchandising—has
become an enormous expense category for manufacturers. For
many, it is the second largest expense behind cost of goods sold
(COGS) and often equals as much as 10-20 percent of revenue. And
what do manufacturers get in return for this investment? In many

cases, they don’t know!

Manufacturers struggle to understand the effectiveness of their trade
promotions for a variety of reasons, including limited access to the
right information, functional and informational silos that make col-
laboration difficult, poor processes for monitoring sales lift driven
by trade promotions, and an inability to compare the sales and

financial implications of multiple promotions.

The Cognos Trade Promotion Management (TPM) Performance
Blueprint provides a performance management framework—includ-
ing planning, metrics, and reporting—that enables manufacturers to
optimize trade promotion effectiveness and ROI. The Blueprint lets
brand managers and sales executives evaluate multiple scenarios and
plan the mix of promotional activity that will yield the greatest

return on investment. They can monitor how a given promotion is

performing and change course mid-stream if necessary. And they can

analyze and evaluate trade promotions effectiveness, then apply

lessons learned from one cycle to future planning.




BLUEPRINT OBJECTIVES

With the Cognos Trade Promotion Management Performance Blueprint, manufacturers can evaluate promo-
tion options based on financial impact, monitor promotion results, and analyze across promotions to
optimize return on their trade promotion investments. The use of a single, integrated solution ensures that
all departments—such as sales, marketing, category management, and production—are aligned with one
another. The Blueprint extends the planning process beyond finance to sales and marketing management—

the people at the corporate, regional, or district level that are accountable for performance.

Key Cognos Planning Benefits

® Flexible model development to support a wide variety of planning models.

® Web- or Excel-based deployment of models for data collection and consolidation.

e Easy version control.

® Real-time workflow to enhance collaboration.

® Real-time consolidation.

¢ Real-time reporting.

¢ Real-time browser-based calculations to provide immediate results.

¢ Audit and user text annotations at cell, worksheet, and model levels to further improve collaboration.

® Drop-down validation lists to ensure data consistency.

e Scalable architecture with proven deployments to thousands of users.

e Linking functionality to provide divergent, yet interrelated components of planning environment.

e Off-line capabilities.

e Custom date capabilities with no limit on the time dimension, allowing planning by the week, season,
period, quarter, or year.

® Unique multi-directional calculation engine that allows input across any dimension at the detail level or

the total level.



PROMOTION ANALYSIS

shots of metrics (2), summary reports (3) and alerts to actions (4) that need to be taken.

Brand managers, account executives, and channel managers have tailored access to information based on

their role in the organization. They can access a “Start of My Day” dashboard (1) which gives them snap-
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Drilling down on the alert takes the promotions manager to a more detailed analysis of promotions. The pro-
motion manager has immediate visibility into the effectiveness of particular promotions and can then use this

analysis to move forward in the planning process.
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REAL-TIME WORKFLOW VISIBILITY
As brand managers, account executives, and channel managers make changes to product-based or customer-
based promotions, upper level managers have real-time visibility to the workflow status of plans company-

wide.

In the example below, “All Brand Promotions” is the parent for the four main brands of our hypothetical
fruit juice company. This offers marketing management and executives the ability to quickly see the status of

2

brand managers’ promotion plans. Additionally, for “Key Customers,” the workflow state is available
regarding any promotions planned through our key account managers. All workflow status changes, data
consolidations, and aggregations occur in real-time—without a batch process—which drives down the time

needed to perform the planning iteration.



Before data is entered, state of the plan is O Not started. Once a plan is saved, the state becomes @ Work
in Progress, and remains accessible for further editing. When an item is submitted, the plan is {8} Locked and
no more changes can be made. The Locked state indicates that the plan is ready for review. A reviewer can
review the plan in any state, but can only reject a Locked plan item. When a locked plan is rejected, it returns
to a state of Work in Progress, making it editable once again for the brand manager or account executive.
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REPRESENTATIVE WORKFLOW

The following sections of this application brief describe the basic workflows in which a brand manager,
channel manager, or account executive might participate during the planning process. (Note: The views and
available inputs are the same for our three major types of users, but the Brand Promotions tab is only avail-

able to brand managers. As with any Blueprint, views and inputs can be edited to meet specific needs.)

Brand Promotions

This tab offers a brand manager the ability to input specific promotions applicable at the brand, category, or
product level (SKU level is not present in the Blueprint, but is certainly possible as an option). There are two
pages for brand promotions. One allows input of “New Promotions,” while the other allows a manager to
leverage previous promotions and create “Repeat Promotions.” For both promotion types, the user inputs
details about specific promotions including a title, promotion type, description, status, category or product,
start- and end-dates as well as the promotion expenditure and sales and unit lift as a percentage. The status
field allows for the values “Committed” and “Proposed.” These status states are important considerations,
as they will have a financial impact on the brand’s profit-and-loss statement. Repeat promotions allow the
user to select a previous “Promotion ID” to pre-load the details of a previous promotion in the input form.
It is then possible to customize the repeat promotion with overriding values for any of the fields except
“Promotion Type.” For both new and repeat promotions, a valid product or category for the brand must be
chosen or else the financial impact of the promotion will not be included. All sales and unit impact from these
promotions are applied at the total customer level; each customer’s sales and unit forecasts are increased rel-

ative to their proportion of the base forecast for the selected product or category.

New Promotions

a IC_Trade_Promotion_Management | Contributions | Solo Fruit Juices - Cognos Planning - Contributor

File  Edit  Wiew  Tools  Actions  Help
G 4 BB XCOEE N o ?
Brand Promotions | Customer Promations l Histarical Promotions Monthly Impact Promotional Spend Summary Unit & Sales Forecast Profit and Loss Trade Spend Budget
¥ || [New Fromolions | (| B Solo Fut Juices -
New Promation Title Promation Type Description Status Category/Product " StatDate  EndDate  Dusation  PromotionCosts  SalesLit % UnitLit %
i} Merchandice Allowance Early summer discounts  Committed J100-Sok Frut Juices  07.01-2006  0311-2007 254 days $250,000 200% 200%
02 Grape Days Co-op Advertisng Move Grape dink  Committed J160Gorgeous Grape 08-01-2006  (9-30-2006 61 days $300,000 4.00% 4.00%
03 single fruit explosion Merchandise Alowance category promotion  Committed J100-50k0 Frat Juices  07-01-2006  07-31-2006 31 days $100,000 2.00% 1.00%
04 Fiber month  Market Development Funds In celebration of fbes month  Committed J70-PiestoPune 11012006 11-30-2006 30 days $300,000 3003 4.00%
05 SciFi parade Other  Sporsorship of Star Trek conference  Committed J140-Galactic Grapefruit  09-01-2006  05-05-2006 5 days $275,000 10.00% 9.00%
06 0 0.00% 0.00%
o7 50 0.00% 0.00%
08 30 0.00% 0.00%
03 30 0.00% 0.00%
10 $0 0.00% 0.00%
n $0 0.00% 0.00%
12 0 0.00% 0.00%
iE) 50 0.00% 0.00%
14 50 0.00% 0.00%
15 30 0.00% 0.00%
16 30 0.00% 0.00%
17 40 0.00% 0.00%
18 50 0.00% 0.00%
ikl 50 0.00% 0.00%
20 50 0.00% 0.00%
Total $1.225,000




Repeat Promotions

3 IC_Trade_Promotion_Management | Contributions | Solo Fruit Juices - Cognos Planning - Contributor

Fe Edt  Wiew  Toos  Actions  Help
H& B X o @ % L] T

Brand Promotions |  Customer Promations Historiesl Peomotions | Merthly Impact Promationsl Spand Surnmary UndE Sslec Forecsst | Profit and Loss | Trade Spend Budget HE®

g [| [Repeat Promobons x| [ P Sobo Frut Juces x|
Historical Promation 1D Promoation Type Histoncal Category/Product  Historical Customer  Historical Start Date  Historical Dusation  Historical Promo Spend  Histoical Sales Lit % Historical Uinit Lit % Description Status

n 005-Juice Other J200-Fruit Fiesta Juices: BigMart 03052005 $120,000 B.00% 986%  Lany's Lemonade Golf Toumament  Committes
02 D06~Juice: Co-op Advertising J160-Gorgeous Grape: Gilobal Flyer Inc. 10-21-2005 72 days $205,000 3.94% 352% Girape promo agan  Committer
03 004 Juice Product Slotting J100-Sclo Fruit Juices Bighart 0521 2005 18 daye $220,000 293% 1.28% anvwial i juice promo. Comeritts:
L2} 009-Juice J230-Grape Ade BigMart 0510-2005 71 days $40,000 % 7.65% prune tme  Committer
13} T duice] ~ Volume Inceniive: 280 Rashemy Lemondluif 03012005 89 daye 126,000 170% 1.46%
05 $0 0.00% 0.00%
o7 40 0.00% 000
L] $0 0.00% 0.00%
5] $0 000% 0.00%
0 0 0.00% 0.00%
n $0 0.00% 0.00%
12 $0 0.00% 0.00%
1 $0 0.00% 0.00%
14 $0 0.00% 000
15 $0 000% 00wz
18 30 0.00% 0.00%
17 10 0.00% 0.00%
18 $0 0.00% 0.00%
13 $0 000% 0.00%
2 $0 0.00% 0.00%
Total

Customer Promotions

The Customer Promotions tab enables brand managers to create promotions applicable to specific key cus-

tomers, customer groups, channels, or distributors. Additionally, this is the key input for promotional activ-

ity in the sales organization. Account executives and channel managers can plan specific promotions for their

customers here including items like co-op advertising and product slotting fees. Similar to brand promotions,

there is the ability to create both new and repeat promotions. For specific customers the sales and unit lift

impact is calculated against their base forecast while promotions at higher levels (e.g. “Distributors”) will be

allocated down to the members that make up the summary item, again relative to their proportion of the of

the overall sales and unit base forecast.

a2 IC_Trade_Promotion_Management | Contributions | Solo Fruit Juices - Cognos Planning - Contributor

File Edit View Tools Actions Help
H& & X - @ | % [+] ?
| Brand Promotions | Customer Promotions |  Historical Promotions | Monthly Impact Promational Spend Summary Unit & Sales Forecast Profit and Loss | Trade Spend Budget
b [New Promations Rl S olo Frul Juices ~|
Hew Promation Title: Promotion Type Description Stalus. Customer Category/Product  ®  Start Date. EndDate  Dusation = Promotion Costs = Sales Lift % Unit Lift %
[} Product Slotting  get product moving n BigMart Committed Bighart J100-Solo Frat Juices  11-01-2006  11-20-2006 20 days $2,100,000 300% 2.00%
02 Bardons annual juice days  Co-op Advertising Circulars for juice days  Proposed Bardons J100-Solo Fruit Juices  08-01-2006  09-20-2006 51 days $400,000 7.00% 6.00%
03 $0 0.00% 0.00%
04 $0 000% 0.00%
05 $0 0.00% 0.00%
06 $0 0.00% 0.00%
o7 $0 0.00% 0.00%
08 $0 0.00% 0.00%
03 30 000z 0.00%
10 $0 0.00% 0.00%
1 $0 0.00% 0.00%
12, $0 000% 0.00%
13 30 0.00% 0.00%
14 30 0.00% 0.00%
15 $0 0.00% 0.00%
16 $0 000z 0.00%
17 $0 0.00% 0.00%
18 $0 0.00% 0.00%
19 30 000% 0.00%
20 30 0.00% 0.00%
Total $2,500,000




Historical Promotions
Here the user is presented with the historic details of past promotions to enable better decision-making and
serve as templates for future promotions (i.e. the “repeat promotions” feature). All key metrics for a partic-

ular promotion can be found here, including the actual performance of the promotion in terms of sales and

unit lift. Each promotion has a promotion ID as its row label which is used to drive repeat promotions.

A IC_Trade_Promotio n_Management | Contributions | Selo Fruit Juices - Cognos Planning - Contributor
File Edit View Tools Actions Help
B& & BXD-EE % [+) ?
| Brand Promotions | Customer Promaotions | Historical Promotions | Monthly Impact Promotional Spend Summary Unit & Sales Forecast Profit andLoss | Trade Spend Budget
| S0l Frit Juices -]
Promation Type Description Category/Product Customer StartDate  Duration  Promotion Costs | SalesLift% Uit Lift %
001-Juice Spring sale J200-Fruit Fiesta Juices BigMart  04-01-2005 12 days $112,500 300% 350%
002-Juice Market Development Funds Promate drink in Mega Shop J220-Skrawberry Lemonfiuff BigMart  02:01-2005 28 days $230,000 4.22% 291%
D03-Juice Scan-downs (Global lemonade promo J130-Lamy's Lemonade 03152005 60 days $25.000 1000% 8.00%
004-Juice Product Slotting instant discount for all customers J100-5olo Fruit Juices BigMart  06-21-2005  18days $220,000 293% 1.28%
005-Juice DOther Sponsor Golf Duting with BigMart J200-Fruit Fiesta Juices BigMart  03-052005  29daps $120,000 6.00% 9.86%
D0E-Juice Co-op Advertising Distributor promotion J160-Gorgeous Grape Global Flyerlne  10-21-2005 72 days $205,000 394% 352%
D07-Juice Scan-downs Bardons promotion for drink J270-Tropical Scent Bardons  01-01-2005 21 days $30,000 11.20% 765%
008-Juice Volume Incentives  Move overstock of Raspbeny Lemonfiuff J280-Rasbeny Lemonfluff 03-01-2005  89days $125,000 1.70% 1.46%
008-Juice Merchandise Allowance Summer Grape promotion J230-Grape Ade BigMart  05-10-2005 71 days $40,000 0% 765%
0 OJuice Co-op Advertising Co-ap for Apple mix drink J210-4pple Cranalicous 07-20-2005 84 days $82,500 0.20% 4.90%
001-Smoothie Market Development Funds Promote smaothies vath distributor S400-Heavenk Smoothies CustFinder Company  08-15-2006 77 days $247 500 1.71% 0.38%
002-Smoothie Product Slotting Display for smaoothie flavor 5420-Banana Blast BigMart  12.01-2005  68daps 487 500 242% BE7XZ
003-Smoothie: Scan-downs Special coupons for Mega Shop $480-Tenacious Tropics MegaShopinc  11-23-2005 62 days 187,500 7.80% 6.53%
004-Smoothie Merchandize Allowance “wiinter smoothie promotion S430-Wildberry Crossing 11-10-2005 24 days $190,000 1.26% 1.59%
005-Smoothie Volume [ncentives Move overstock of smoothie 5450-5trawbeny Sensation BigMat  09-10-2005 77 days $222 500 277% 553%
006-Smoothie Co-op Advertising  Promote supermarket sales of smoothies S400-Heavenly Smaothies Super Markets  06-152005 51 daps $85,000 6.22% 1.38%
D07-Smoothie Scan-downs Promote smoathies at Star Centers S400-Heavenk Smoothies Star Centers  08-11-2005 20 days $212,500 1222% 8.84%
008-Smoothie Merchandice Allowance Smoothie discount for veterans 5400-Heavenly Smoothies 11-01-2005  19days $167 500 982% 1.34%
003-5moothie Market Development Funds Promote mproved flavor 5410-Orange Cream BigMart  12.18-2005 9 daps $75.,000 977% 7.34%
010-Smoothie Merchandise Allowance Summer special on smoothie flavor 5470-Breakfast Explosion 06-01-2005 7 days $70,000 6.57% 263%
Monthly Impact

The Monthly Impact tab shows impact of each planned promotion. Both proposed and committed promo-
tions are included, allowing for impact analysis of each type. The view includes several details for each pro-
motion, including title, days active in each period, spend amount, base sales, and unit forecasts as well as
resulting sales and unit lift calculated from the forecast lift percentage. A promotion margin is also calculated
to help aid decision-making. Even though cost of goods sold is not currently included in this margin, it can

easily be added as required.

Since promotions will not be active in all periods, there will often be data columns containing zero values.
The illustration below shows how using “suppress zero columns” restricts the view to only those months
impacted by a particular promotion. The example also illustrates how the TPM Blueprint supports promo-
tion activities that span more than one fiscal year with spend and lift allocated to all promotion periods

regardless of which year the period is in. The Blueprint supports promotions running more than 12 months.

A IC_Trade_Promotion_Management | Contributions | Solo Fruit Juices - Cognos Planning - Contributor

Eile Edt View Tools Actions Help
& & X-EH@ W (] 7
| Brand Promations: | Customes Promations | E’ ;““““ ;::‘ ':‘*9"‘ ﬂ Prometional Spend Summary J Uit & Sales Foracast ‘ Prolit and Loss [ Trade Spend Budgel HEAE
— —— @ Suppress Zeros - Rows ! —
P[0 =] %[ Brend Ui s Promalions =] [ [FSoh FrutJuices -
Juk06 I Seps 0Oct.06 Nov-0B Decl6 2006 Total Jan07 Feb 07

Promation Title Summer Splash Days ~ Summer Splash Days  Summer Splash Days ~ Summer Splash Days ~ Summes Splash Days ~ Summer Splash Days Summer Splash Days ~ Summer Sp
Promation Days in Period 31 days 31 days 30 days 31 days 30 days 3 days 184 days 31 days
Trade Spend $30512 $30512 $29528 430512 429528 $181.102 $30512
Base Sales Feracast $10.289531 $12,044089 $12.262013 $12.073.321 $12,102626 $13241.013  $72,012.579 $16.915188 9
Base Liniks Forecast 33%663 9.157.321 10.213.240 3813211 3.176.152 5530658  %56.892.880 13178370
Sales Lift $ $205.791 $240.801 $245,240 $241.466 $242.053 $264.820 $1.440.252 $330.304
Units Lift 199913 183.158 204.385 136.264 183523 170614 1.137.858 263.567
Promaotion Margin 175,279 210,370 215,113 210,955 212.52% 234,308 1.259.149 307.792
PM X of Trade Spend 574.46% 689.47% 730.55% 691.39% 79.75% 767.93% 695.27% 1,008.76%



Promotional Spend Summary

The Promotion Spend Summary tab offers the ability to review the effectiveness of overall categories of pro-
motion types. The promotion types included in the Blueprint are Merchandise Allowances, Co-Op
Advertising, Product Slotting, Scan-Downs, Market Development Funds, Volume Incentives, and Other.
These promotion types can easily be changed to reflect the in-house promotion types used by any organiza-
tion. Some of the key metrics driving promotion performance in this tab are “Trade Spend as a % of Total
Sales” and “Trade Spend as a % of Total Gross Margin.” Additionally, sales and unit lift are readily avail-

able allowing insight into those promotions whose cost may exceed the resulting financial impact to sales or

the initial “return” on the promotion.

| IC_Trade_Promotion_Management | Contributions | Solo Fruit Juices - Cognos Planning - Contributor
Fle  Edt  Wew  Toolk  Actions  Help
d & & BXE® % Q ?

‘ Biand Promations ‘ Customes Promotions ] Histodical Promations ‘ Morihly Impact | Promotional Spend Summary | Unit & Sales Forecast Profit andLoss | Trade Spend Budget @ IE @

| [Commited w| [ Mechandise Alowance x| ]| Solo Fruit Juices -]
Jan-06 Feb06 Mar06 Apr06 Hay-06 Jun0B Juk0s Aug06 Sep06 Oct-06 Nov-06 Dec-06 2006 Total
Total Trade Spend — 50 0 50 10 0 §130502 $93238  $126801 1052 $29528 30512 $441.102
Total Sales 11558212 13455775 412762342  $11.822181  $12553325 412381061 $11.009799  $12797537 $12738129 $123%763  $12477247 413569983 $149.522.453
Trade Spend as X of Total Sales 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 1.19% 0.73% 1.00% 0.25% 0.24% 0.22% 0.30%
Total Gross Margin $2868114  $3839162 §2346780  $1015644 92763979 §2568784 §763670  $3491938 2320119 §2484572 3205660  $4964850  $32.853292
Trade Spend as % of Total Gioss Margin 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 17.09% 267% S5.47% 1.23% 0.92% 0.61% 1.34%
Sales Lit $0 $0 50 0 10 10 $411.581 $342119 $305,004 $241 466 $242)053 264,820 $1.807.044
Uit Lift o 0 o 0 o i} 299870 a2 27,315 196,264 183523 170614 1,370,899
Total Units 865834 9521522 10,264,084 9850983 10286561 9676262 10425483 9552388 10546214 10076423 9430312 8723092  117.189.744
< >
Current owner: Administrator

Unit & Sales Forecast

The Unit and Sales Forecast tab contains base forecasts for all customers across all products. Additionally,
this is where sales and unit lift is allocated down through the customer and products hierarchies, depending
on planned promotion levels. As one might expect, the allocation of perhaps hundreds of promotions’ finan-
cial impact to the overall unit and sales forecast is a powerful capability. The resulting promotional sales and
unit forecast by product and customer is a key to the Cognos TPM Blueprint. The Blueprint is currently con-

figured to perform lift allocations for committed promotions; however, proposed promotions will still flow

through to the Profit and Loss tab.

2 IC_Trade_Promotion_Management | Contributions | Solo Fruit Juices - Cognos Planning - Contributor

Fle Edt  Vew Took  Actions  Help
G P BREBXFHET % Q ?

‘ Brand Promotions ‘ Customer Promotions | Historical Promations ‘ Morithly Impact ] Promational 5pend Summary Unit & Sales Forecast | Profit and Loss ‘ Tiade Spend Budaet @ [E I

v”lKey Customers j ?H J100S ol Fruit Juices :J '10[ ICurumlted Promotions :_J '30[ E}Sob Frut Juices ZJ
Jan08 Feb-05 Mar-06 Apr06 May-06 Jun06 Julog Aug06 Sepl6 Oct-08 Nov08 Dec-06 2006 Total
Promotional Sales Forecast 5371739 5967.658 4435027 5779672 5520942 5095628 6340498 627289 5790087 5659278 5986041 67552416
Promotional Unit Forecast 3.979.674 4659037 4710346 4550464 4525817 4576379 4.357.026 4,286,129 5064946 4549800 4,180,210 3905716 53.345544
Base Sales Forecast 5332951 5371739 5967658 4435027 5779672 5520942 4762269 5976223 6,028,781 5639885 5480422 5841839 66.137.406
Base Units Forecast 3,979,674 4,659,037 4.710.346 4550464 4525817 4,576,379 4.177.398 4104330 4,854,082 4430414 4033870 3824174 52,425,984
< >
Base and promotional uplift summary of units and dollars by customer and product. Current owner: Administrator
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Profit and Loss

The Profit and Loss tab provides full financial details for both brands and customers. For the brand man-
agers, this tab represents brand P&L, including lifted sales and planned promotion costs, along with other
overheads and expenses. For the account executives and channel managers, the tab represents the specific
customer or channel P&L. Profit and Loss includes scenarios as well. As seen below, users can view their
P&L with actual data, only committed promotions included, or with committed and proposed promotions
included (i.e. the Proposed scenario). Additionally there are three “what-if” scenarios where users can make

high-level changes to strategy assumptions and analyze the impact of these changes to Operating Profit.

2 IC_Trade Promation_Management | Contributions | Sole Fruit Juices - Cognos Planming - Contributor

Fe E#  Yew Jock  Achom  Heb
HE s B XC-AW W o ?
| BrandPromesuns | Customer Promosions | Hitoncal Prometicns | Mortbytncact | PromoticnsiSosmdSuenry | Uit Salas Forncast  [Proft and Loss| Trads Seand Budgm HEABE]
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Trade Spend Budget

The final tab in the Trade Promotion Management Blueprint is Trade Spend Budget, where details are held
on what a particular brand or customer has budgeted for trade promotion spending. Actual spend and com-
mitted spend are included to help users determine how their planned spending lines up against the budget.
In situations where a users have over-planned a particular period or had actual costs above budgeted costs,

they will receive a handy notification that spending for that period is over budget.
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Current owner: Adminttrator
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ABOUT THE COGNOS INNOVATION CENTER
FOR PERFORMANCE MANAGEMENT

The Cognos Innovation Center was established
in North America and Europe to advance the
understanding of proven planning and perform-
ance management techniques, technologies, and
practices. The Innovation Center is dedicated to
transforming routine performance management
practices into “next practices” that help cut
costs, streamline processes, boost productivity,
enable rapid response to opportunity, and

increase management visibility.

Staffed globally by experts in planning, technol-
ogy, and performance and strategy manage-
ment, the Innovation Center partners with
more than 600 Cognos customers, academics,
industry leaders, and others seeking to acceler-
ate adoption, reduce risk, and maximize the
impact of technology-enabled performance

management practices.
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