
User name: Grux G Book: Business Essentials, Sixth Canadian Edition   Page: 346
No part of any book may be reproduced or transmitted by any means without the publisher's prior permission. Use (other than qualified fair use) in violation of the 
law or Terms of Service is prohibited. Violators will be prosecuted to the full extent of the law. 

Page 6 of 10CourseSmart - Print

9/27/2011http://www.coursesmart.com/print?xmlid=9780132146746/341&pagestoprint=10

You~'"u 

Developing and 
Promoting Goods 
and Services 

After reading this chapter, you should be able to: 

1!•11 Identify a product, distinguish between consumer and 
industrial products, and explain the product mix. 

i!•fM Describe the new product development process and 
trace the stages of the product life cycle. 

1!•11 Explain the importance of branding, packaging, and 
labelling. 

l!eJI Identify the important objectives of promotion and dis
cuss the considerations in selecting a promotional mix . . ,.,. 

Describe the key advertising media. 

i!•i·W Outline the tasks involved in personal selling. 

i!•d Describe the various types of sales promotions and 
distinguish between publicity and public relations. 
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YOU ID 11 

Broadcast Yourself 

Videos 

MVAccoun1 1 MyV1deos 

Psst! Did You Hear the Latest? 
' v rord of mouth is probably the o ldest form of advertising. Ever since the ftrSt brand names were 
W developed hundreds of years ago, consumers have been exchanging info m1ation about positive and 

negative p roduc t features. In the eighteenth and nineteenth centuries, marketing was very fragmented 
and most products were promoted only in local areas at retailers like the general store. Word-of-mouth 
advertising w:ts therefore mostly confined to local or regional markets because existing techno logy did 
not allow consumers to be well connected. 

By the 1930s, the development of radio, and later television , allowed businesses to market their p rod
ucts natio nwide. Word of moutll did not disappear, but it was overshadowed by mass marketing. More 
recently, word-of-mouth advertising has again gained prominence, mainly because of tile internet. PQ 
Media predicts that in the United States, spending on word-of-mo ut h advertising will be $3.7 billio n in 
2011 as companies recognize the emerging impor-
tance of social networking sites Like YouTube and 
Facebook and personal blogs. 

Word-of-mouth advertising is relatively cheap , 
and the me sages that tt carries are trusted by 
those who hear them. A Nielsen study showed 
that 78 percent of consumers tnJSt word-of-mouth 
messages. Newspapers were trusted by 63 per
cent of consumers, te levision by 56 percent, and 
text ads o n cell pho nes by only 18 percent. 

Word o f mouth is a double-edged sword. If con
sumers are spreading positive messages about a 
product, sales will likely soar. For example, Nike 
spent very tittle money advertising its Presto 
line of stretchy sneakers, but kid and teens spread 
the word to each other about the shoes and the 
fash ion state ment they could make by having 
them. If, however, consumers are spreading nega
tive messages, sales will suffer. The movie S1Ulk es 

How Will This Help Me? 
By understanding the material in this chapter, 
you can benefit in three ways: (1) as an 
employee and as a manager, you' ll be better 
able to use the concepts of developing and 
promoting products in your career; (2) as a 
consumer, you' ll have a clearer picture of 
how the complex process of new product 
development and promotion leads to more 
consumer choice; and (3) as an investor, 
you'll be better prepared to evaluate a com· 
pany's marketing program and its competi
tive potential before buying the company's 
stock. 
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on a Plane, w hich starred Samuel L. Jackson, bombed at the box office partly because word of mouth 
focused on how bad the film was. 

Procter & Gamble-which is famous for its television commercials-is very active in word-of-mouth 
advertising. When the company introduced a new cleaning product called Dawn Direct Foam, it provided 
information about the product to Vocalpoint, a group of 450 000 brand "evangelists" who talk up P&G 
products. The new product launch was a success. P&G has another word-of-mouth unit called Tremors, 
which includes over 200 000 teenagers who are active on social networks. These individuals are often 
early adopters of new products. P&G is planning to use Canada as a testing ground for online advertis
ing spending; especially in light of the fact that an Ipsos Reid survey showed that Canadian consumers 
spend 39 percent of their media constunption time on the internet, 26 percent on TV, and 11 percent 
on print media. This large percentage of media consumption time spent on the internet means great 
opportunities for word of mouth. 

Many other companies also recognize the importance of word-of-mouth advertising: 

• Algordonza is a Swiss-based company that makes artificial diamonds from the carbon found in the 
ashes of people who have been cremated. It sells about 700 diamonds each year to friends and rela
tives of the deceased. The company does not advertise but relies on word of mouth to make people 
aware of its product. 

• Volkswagen Canada cancelled a scheduled advertising campaign for its Eos automobile because the 
cars were rapidly being sold due to positive word of mouth. 

• Google did no marketing of Gmail; instead they gave Gmail accounts to certain "power users" and 
the resulting word of mouth increased demand for the service. 

A group called The Intluencers is Canada's first word-of-mouth commtmity. It has created its own 
word-of-mouth campaign for promoting word-of-mouth advertising and cites various interesting 
statistics: 

• The average person has 56 word-of-mouth conversations each week. 

• Ninety-three percent of customers say word of mouth is the most tn1stworthy source of product 
information. 

• Word of mouth is rated as the most reliable of 15 different marketing influences. 

• Seventy-seven percent of word-of-mouth advertising is face to face. 

• Forty-four percent of Canadians avoid buying products that overwhelm them with advertising. 

''·I' What Is a Product? 
In developing the marketing mix for products-goods, 
services, or ideas-marketers must consider what consu
mers really buy when they purchase products. Only 
then can they plan their strategies effectively. We begin 
where product strategy begins-with an understanding 
of pro-duct features and benefits. Next, we will describe 
the major classifications of products, both consumer and 
industrial. Finally, we will discuss the most important com
ponent in the offerings of any business- its product mix. 

VALUE PACKAGE 
Product marketed as a 
bundle of value-adding 
attributes, including 
reasonable coat. 

Features and Benefits 
Products are much more than 
just visible features and ben
efits. In buying a product, 
consumers are also buying an 
image and a reputation. The 
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marketers of Swatch Chrono watch are well aware that 
brand name, packaging, labelling, and after-the
purchase service are also indispensable parts of their 
product. Advertisements remind consumers that they 
don't just get "real" features like shock and water resis
tance, quartz precision, and Swiss craftsmanship; they 
also get Swatch's commitment that its products will be 
young and trendy, active and sporty, and stylistically cool 
and clean. 

Today's consumer regards a product as a bundle of 
attributes which, taken together, marketers call the value 
package. Increasingly, buyers expect to receive prod
ucts with greater value-with more benefits at reasonable 
costs. For example, the possible attributes in a personal 
computer value package are things like easy access, 
choice of colour, attractive software packages, fast order
ing via the internet, and assurance of speedy delivery. 
Although the computer includes physical features-like 
processing devices and other hardware-most items 
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In the value package are services or Intangibles that 
collectively add value by providing benefits that increase 
the customer's satisfaction. 

Look at the ad in Figure 13.1 for Public Mobile. In 
this ad, the technical features of mobile phones are not 
emphasized. Rather, the ad focuses on the benefits that 
buyers will get by using Public Mobile (for example, no 
contract). These benefits are being marketed as part of a 
complete value package. 

Classifying Goods and Services 
Product buyers fall into two groups: buyers of con
sumer products and buyers of industrial products. 
Consumer and Industrial buying processes and market
ing approaches are quite different. 

Classifying Consumer Products Consumer products 
are commonly divided into three categories that reflect 
buyers' behaviour: convenience, shopping, and specialty 
goods. 

• Convenience goods (such as milk and newspapers) 
and convenience services (such as those offered 
by fast-food restaurants) are consumed rapidly and 
regularly. They are relatively inexpensive and are 
purchased frequently and with little expenditure of 
time and effort. 

• Shopping goods (such as HDTVs and tires) and 
shopping services (such as insurance) are more 
expensive and are purchased less frequently than 
convenience goods and services. Consumers often 
compare brands in different stores. They also evalu
ate alternatives in terms of style, performance, colour, 
price, and other criteria. 

• Specialty goods (such as wedding gowns) and 
specialty services (such as catering for wedding 
receptions) are important and expensive purchases. 
Consumers usually decide on precisely what they 
want and will accept no substitutes. They will often 
go from store to store, sometimes spending a great 

Figure 13.1 
Public Mobile ad. 

deal of time and money to 
get exactly the product they 
want. 

Classifying Industrial Products 
Industrial products can be 
divided into two categories: 
expense items and capital items. 

• Expense items are mate
rials and services that are 
consumed within a year. 
The most obvious expense 
items are Industrial goods 
used directly in the produc
tion process, for example, 
bulkloads of tea processed 
into tea bags. In addition, 
support materials help to 
keep a business running 
without directly entering 
the production process. 
Oil, for instance, keeps 
the tea-bagging machines 
running but is not used 
in the tea bags. Similarty, 
supplies-pencils, brooms, 
gloves, paint-are con
sumed quickly and regularly 
by every business. Finally, 
services such as window 
cleaning, equipment instal
lation, and temporary office 

CONVENIENCE 
GOODS AND 
SERVICES Relatively 
inexpensive consumer 
goods or services that 
are bought and used 
repidy and regoJerly, 
with minimal search 
effort. 

SH OPPING GOODS 
AND SERVICES 
Moderately expen-
sive ooneurner goode 
or 891Vices that are 
poxchased infrequently, 
caJSi1g coneuners to 
spend some time corn
paring their prices. 

SPECIALTY GOODS 
AND SERVICES 
Very expensive 
consumer goode 
or 891Vices that ere 
poxchased rarely, and 
req~Are an exteneN9 
soorcn. 
EXPENSE ITEMS 
Relatively inexpensive 
industrial goods thst 
ere oonsumed mpidly 
end regularly. 

CAPITAL ITEMS 
Expensive, long-lasting 
industrial goode thst 
ere used in producing 
other goods or 891Vices 
end have a long life. 

help are essential to daily operations. Because these 
items are used frequently, purchases are often auto-
malic and require little decision making. 

• Capital items are "permanent"-expensive and 
long-lasting-goods and services. All these items 
have expected lives of more than a year-typically 
up to several years. Expensive buildings (offices, 
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PRODUCT MIX 
The group of prodJcUI 
a oompeny has II'Jai~ 
able for sale. 

PRODUCTUNE 
A !J0'.4> of .mltlw 
products n1ended for a 
srnl!r !J0'-4) of buyers 
who wl UM lhem in • 
srnl!r fashion. 

The Product Mix 

factories), fixed equipment (water 
towers, baking ovens), and 
accessory equipment (comput
ers, airplanes) are capital goods. 
Capital services require long
term commitments. They include 
purchases for employee food 
services, building and equipment 
maintenance, or legal services. 

The group of products a company has available for sale, 
be it consumer or industrial, is known as the firm's pro
duct mix. Black & Decker makes toasters, vacuum clean
ers, electric drills, and a variety of other appliances and 
tools. Nike has Introduced a whole line of sports-related 
products like baseball gloves and bats, hockey sticks, 
basketballs, and in-line skates. 

A product line is a group of products that are closely 
related because they function In a similar manner or are 

sold to the same customer group. ServlceMaster was 
among the first successful home services that offered 
mothproofing and carpet cleaning. Subsequently, the 
company expanded into other closely related services 
for homeowners-lawn care (TruGreen, ChemLawn), pest 
control (Termlnlx), and cleaning (Merry Maids). 

Companies may extend their hori:tons and identity 
opportunities outside existing product lines. The result 
is multiple (or diversified) product Jines. After years of 
serving residential customers, ServiceMaster has added 
business and industry services (landscaping and janito
riaO. education services (management of schools and 
institutions, including physical facilities and financial and 
personnel resources), and health-care services (man
agement of support services-plant operations, asset 
management, laundry/linen supply-for long-term care 
facilities). Multiple product lines allow a company to grow 

rapidly and can help to offset the consequences of slow 
sales in any one product line. 

l!·fM Developing New 
Products 

All products and services-including once-popular TV 
shCMIS like Friends, The Sopranos, and Lost-eventually 
reach the end of their life cycle and expire. Firms must 
therefore develop and Introduce streams of new prod

ucts. Levi's was once Canada's most popular brand of 
jeans, but the company failed to keep pace with changing 
tastes and lost market share. The company got back on 

track when it introduced their Signature brand of casual 
clothing. The brand has become very popular, and Levi's 
has opened Signature stores in several countries. 

While new product development is critical, it is also 
very risky. Consider the battle between Toshiba (HD DVD) 
and Sony (Biu-ray) for global dominance of high-definition 
DVDs. Both companies invested millions of dollars in their 
respective products, and experts predicted that there 
would be a prolonged fight between the two companies. 
But in less than two years, Toshiba gave up the fight and 
stopped producing Its product. Why? Because Sony 
was successful in convincing movie studios like Warner 
to release movies only in the Blu-ray format. Major retail 
outlets like Walmart and Netflix also announced they 
would sell only the Blu-ray format. Sony's success with 
Blu-ray is in marked contrast to Its failure in the 1980s 

to get its Betarnax format adopted for VCRs. In that ear
lier fight, Sony lost out when consumers preferred the 
VHS format.1 

The Time Frame of New Product 
Development 
Companies often face multi-year time horizons and 
high risks when developing new products. The Tesla 
roadster was officially approved for sale in Canada In 
2010. What is it? It's an electric roadster that costs 
$125 000 and can go from zero to 60 mph in 3.7 sec
onds. Unfortunately, profits are not approaching that 
quickly. Tesla sold a little less than 1000 cars from 2008 

to 2010, worldwide. At the beginning of 2010, the com
pany was trying to raise $100 million in an initial public 
offering but it is clear that this Is a long-term invest
ment. In a recent statement, Tesla indicated that it does 
not expect to be able to claim tax deductions it has 
earned in recent years before they expire in 2024. In 
other words, the product Is evolving but its financial 
success is not around the comer.2 

The airplane manufacturing business can be quite 
profitable but it is a long and complicated process to 
launch a new model. In 2004, Montreal-based Bombardier 
announced that it would build a new CSeries line of 
regional passenger jets. In 2006, it shelved the project, 

but it restarted it In 2007.1n 2008, Bombardier announced 
that it had received the first orders for the new plane but 
that it would not enter service untll2013.3 Two other com
mercial airplane manufacturers have also had delays with 
their new planes. Boeing's 787 Dreamliner was originally 
set for release in 2008, but a strike by machinists and 
incomplete work by suppliers delayed the Introduction 
of the new plane until 2010. Boeing's main competitor, 
Airbus, experienced its O'Nil problems. It had to redesign 
its A350, which pushed back the planned start of produc
tion by nearly three years.4 
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The Tesla Roadster combines sleek design with 
an environmentally friendly electric package. 
Quite a combination, but will enough consumers 
pay $125 000 for the car to make it a long-term 
success? 

Product Mortality Rates It takes about 50 new prod
uct ideas to generate one product that finally reaches 
the market. Even then, only a few of these survi
vors become successful products. Many seemingly 
great ideas have failed as products. Indeed, creating 
a successful new product has become increasingly 
difficult- even for the most experienced marketers. 
Why? The number of new products hitting the market 
each year has Increased dramatically, and thousands 
of new household, grocery, and drugstore items are 
introduced annually. But at any given time, the average 
supermarket carries a total of only 20 000 to 25 000 
different items. Because of lack of space and customer 
demand, about 9 out of 10 new products will fail. Those 
with the best chances are innovative and deliver unique 
benefits. 

Speed to Market The more rapidly a product moves 
from the laboratory to the marketplace, the more likely it 
is to survive. By introducing new products ahead of com
petitors, companies quickly establish market leaders that 
become entrenched in the market before being challenged 
by late-arriving competitors. Speed to market-that is, 
a firm's success in responding to customer demand or 
market changes-is very important. One study estimated 
that a product that is only three months late to the market 
(three months behind the leader) loses 12 percent of its life
time profit potential. A product that is six months late loses 
33 percent.5 

The Seve n-Step 
Development Process 
To increase their chances of 
developing a successful new 
product, many firms adopt some 
variation on a basic seven-step 
process (see Rgure 13.2): 

SPEED TO MARKET 
Strategy of introduc
ing nffN products to 
respond quickly to cus
tomer and/or market 
cM1gee. 

D Product ideas. Product development begins with a 
search for ideas. Product ideas can come from con
sumers, the sales force, research and development 
people, or engineering personnel. 

fJ Screening. In this stage, the goal is to eliminate prod
uct ideas that don't match the firm's abilities, exper
tise, or objectives. Representatives from marketing, 
engineering, and production must have input at this 
stage. 

Q Concept testing. Once the top concepts have been 
selected, companies use market research to solicit 
consumer input and identify key benefits as well as an 
appropriate price level. 

D Business analysis. This stage involves developing 
estimates of costs versus benefits. The aim is not to 
determine precisely how much money the product 

Pharmaceutical companies spend large amounts 
of money on research and development, yet bring 
relatively few products to market. 
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PRODUCT LIFE 
CYCLE (PLC) The 
concept that the profit
producing life of eny 
product goes through 
a cycle of introduction, 
growth, maturity Qevel
ling off), and decline. 

will make, but to see whether 
the product can meet mini
mum profitability goals. 

B Prototype development. At 
this stage, product ideas 
begin to take shape. Using 
input from the concept-
testing phase, engineering 
and/or research and devel

opment produce a preliminary version of the product. 
Prototypes can be extremely expensive, often requir
ing extensive handcrafting, tooling, and development 
of components. 

IJ Product testing and test marketing. Using what it 
learned from the prototype, the company goes into 
limited production of the item. This stage is very 
costly, since promotional campaigns and distribution 
channels must be established for test markets. But 
test marketing gives a company its first information 
on how consumers will respond to a product under 
real market conditions. 

tJ Commercialization. If test-marketing results are posi
tive, the company will begin full-scale production and 
marketing of the product. Gradual commercialization, 
with the firm providing the product to more and more 
areas over time, prevents undue strain on the firm's 
initial production capabilities. 

The Product Life Cycle 
The product life cyc le (PLC) is the idea that successfully 
commercialized products have a limited profit-producing 

Figure 13.2 
The new product 
development process. 

Product ideas 

life for a company. This life may be a matter of months, 
years, or decades, depending on the ability of the prod
uct to attract customers over time. Products such as 
Kellogg's Corn Flakes, Coca-Cola, Ivory soap, and 
Caramilk chocolate bars have had extremely long 

productive lives. 

Stages in the Product Life Cycle 
The product life cycle is a natural process in which prod
ucts are born, grow in stature, mature, and finally decline 
and die.e 

The life cycle is typically divided into four states 
through which products pass as they "age" in the market. 
In Figure 13.3a, the four phases of the PLC are applied to 
several products with which you are familiar. 

D Introduction. The introduction stage begins when the 
product reaches the marketplace. During this stage, 
marketers focus on making potential consumers 
aware of the product and its benefits. Because of 
extensive promotional and development costs, prof
its are nonexistent. But the use of social media tools 
like Twitter and YouTube is providing cost-efficient 
alternatives for companies to generate attention and 
buzz. 

B Growth. If the new product attracts and satisfies 
enough consumers, sales begin to climb rapidly. Dur
ing this stage, the product begins to show a profit. 
Other firms in the industry move rapidly to introduce 
their own versions. Heavy promotion is often required 
to build brand preference over the competition. 

D Maturity. Sales grow1h begins to slow. Although the 
product earns its highest profit level early in this 
stage, increased competition eventually leads to price 
cutting and lower profits. Marketing communications 

2 3 

Screening Concept testing 

7 

6~· SIS~ 4. . ,.. •. 

J ) · .. · . . f/1 ... 
/;.. ' ;. . · .. ' 

- . • . . . • . . illi' 
Product testing and - · · ·• • . . 

. 

Commercializati on Test marketing Prototype development Business analysis 
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tend to focus on reminder advertising. Toward the 
end of this stage, sales start to fall. 

D D&cline. During this final stage, sales and profits con
tinue to fall. New products in the Introduction stage 
take sales <NI<fl. Companies remove or reduce pro

motional support (ads and salespeople) but may let 
the product linger to milk the remaining profits. 

Figure 13.3b plots the relationship of the PLC to a 

product's typical sales, costs, and profits. Although the 
early stages of the PLC often show no profit, success

ful products usually continue to generate profits until the 
decline stage. For most products, profitable life spans 
are short-thus, the Importance placed by so many firms 
on the constant replenishment of product lines. At some 
point, the company must decide to cease production 
of a product in the decline stage. For example, in 2003, 

sales of digital cameras surpassed film cameras for the 
first time, and Kodak announced stoppage of film camera 

production after decades as the market leader. 

Figure 13.3 
The product life cycle: s tage, sales, cost , and profit. 

• 1 v 
• '!t ... 
·= • j 
A. 

Introduction Growth Maturity 

(b) 

ICefl 

Identifying 
Products 

BRANDING Prooesa of 
ueing symbols to com
municate the queitiee 
of a product made by 
a particuta- prodJcer. 

As noted earlier in the chapter, developing the fea

tures of a product is only part of a marketer's job. 
Identifying that product In consumers' minds through 

the use of brand names, packaging, and labelling is also 
important. 

Branding Products 
Branding is the use of symbols to communicate the 

qualities of a particular product made by a particular 
producer. In 2010, technology companies were at the 
top of the brand value list. According to Millward Brown 

Optimor, which creates the Brandl Top 100 Global 
Brands Ranking, the three most successful brands In the 
world were Google, IBM, and Apple. (Take a look at the 

branding exercise in Figure 

13.4.) Three Canadian 
brands made the Top 100: 
BlackBerry (#14), ABC (#36), 

and TO (#71).7 Countries 
can also be branded. In the 

2009 Country Brand Index, 
Canada ranked second (the 
U.S. was first). a 

Companies some
times change the name of 

a popular brand because 
it is " tired," or because of 
legal requirements. For 

example, when Circuit City 
acquired 874 Canadian 

Decline RadioShack stores, a 
court ruling required that 
It drop the AadioShack 
name. Circuit City decided 

to rename the stores The 

Source by Circuit City. Scott 
Paper changed the name 
of Cottonelle, Canada's 

best-selling brand of toilet 
paper, to "Cashmere" when 

a licensing agreement with 
Kimberly-Clark expired.9 

Adding Value through 

Brand Equity Many com

panies that once measured 
assets in terms of cash, 
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BRAND EQUITY 
The added 'IBiue a 
brand name pt0\1dae 
to a product beyood 
its baaic functional 
benelitl 

NATIONAL BRANDS 
Producla distributed by 
and~aname 
associated with the 
man..rfaclurer. 

LICENSED BRANDS 
Selling the lim~ed 
rights. to IIO"'ther com
pony. to uee a brand 
neme on a product. 

PRIVATE BRANDS 
Producla promoted by 
and catT)009 a l1llfTI9 

asiOOCiated with the 
retailer or v.holeMer, 
not the IT8'1ufacturer. 

v GENERIC BRANDS 
No-fr~t. products IOid 
under the general 
category neme rather 
than a epeolfic oom
panyneme. 

AND 

supermarket chain in Britain, Introduced its 
own private brand of cola that looks strik
ingly like the one used by Coke. The pro
duct is made by Cott Corporation of Toronto, 
which also makes the American Choice 
label for Walmart. Loblaw Companies Ltd. 
created a line of upscale products under 
the private brand President's Choice (PC). 
If you want Loblaws' famous PC Decadent 
chocolate chip cookies, you need to visit 
a Loblaws outlet or one of its subsidiaries. 
Shoppers Drug Mart has tried to copy the 
success of President's Choice with its pri
vate label brands: Ufe for a wide range 
of products and Quo for cosmetics.11 In 
fact, Shoppers Drug Mart has set a goal 
to Increase its private-label shelf space to 
25 percent of overall product offerings. These 
brands are often 25 percent cheaper for con
sumers and yet the profit margins tend to be 
15 percent higher for the company. This Is a 
clear win-win scenario. 12 Private brands 
account for 19 percent of the overall market 
and $10.9 billion In the grocery market.13 Figure 13.4 

Generic brands are also gaining more 
shelf space; they are the products that you 
see in grocery stores that simply slate a 

category name like "bacon" or " peanut butter." H you've 
been to Costco recently, you may have picked up its very 
popular generic chocolate chip cookies. Major retailers 
are carrying fewer national brands and more of their own 
private brands as well as these less-expensive, no-frills 
generic brands. 

buildings, equipment, and inventories now realize that a 
strong brand is an equally important asset. Widely knov.ln 
and admired brands are valuable because of their power 
to attract customers. Those with higher brand equity 
generate greater brand awareness and loyalty on the part 
of consumers, have larger market shares than compet
ing brands, and are perceived to have greater quality. In 
a 2009 survey of Canadian brand equity, the top three 
companies were the Royal Bank of Canada (whose brand 
equity was valued at $5.3 billion), BlackBerry ($4.6 billion), 
and TO Canada Trust ($4.0 billion). to 

Types of Br•nd N ames National brands are those that 
are produced and distributed by the manufacturer acrO"...s 
the entire country (e.g., Scotch tape, Crest). When a com
pany with a well-known brand sells another company the 
right to place that brand on its products, these are called 
licensed brands. Har1ey-Davidson's famous logo
emblazoned on boots, eyewear, gloves, purses, lighters, 
and watches-brings the motorcycle maker more than 
$210 million annually. Along with brands such as Coors 
and Ferrari, licensing for character-based brands like 
Spider-Man Is equally lucrative. 

Private brands carry the retailer's own brand name 
even though they are manufactured by another flllll. Sears 
has two well-known private brands-Craftsman tools 
and Kenmore appliances. J . Sainsbury PLC, the largest 
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Loblaws' PC Decadent Chocolate Chip cookies 
have built a reputation that all private-label 
brands strive for. Consumers that love these 
cookies must go to Loblaws, or one of their 
subsidiaries, to buy them. 
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Brand Loyalty Brand loyalty means that when custom
ers need a particular item, they will go back and buy the 
same brand. Brand loyalty exists at three levels: brand 
awareness (customers recognize the brand), brand pref
erence (consumers have a favourable attitude toward 
the brand), and brand insistence (consumers demand 
the brand and will go out of their way to get it). Brand 
insistence implies consumer trust in a brand. Canadians 
have less trust than they did 20 years ago, but some well
known brands like Kellogg's, BlackBerry, and Apple are 
still viewed positively.14 

Brand loyalty is strong in several sports, including 
baseball, basketball, and soccer, and fans respond to 
marketing efforts by companies like Nike and Adidas. But 
in some other sports (e.g., skateboarding) brand loyalty is 
difficult to develop. Because skateboarders go through a 
lot of boards each year, they are reluctant to buy brand
name boards, which cost three to five times what "blank" 
boards cost. The International Association of Skateboard 
Companies estimates that 50 to 70 percent of all boards 
sold are blank, not branded.15 

Brand loyalty can have a major impact on a com
pany's profits. In the beer industry, each market share 
point is worth about $25 million in profit. This is why beer 
brands have such fierce competitive battles.16 

E-Business and International Branding The expensive 
and fierce struggle for brand recognition is very evident 
in the branding battles among major internet players. 
Collectively, the top internet brands---Google, Yahoo!, 
and Amazon-spend billions each year. For example, 
Cisco Systems Inc. developed a successful promotional 
campaign that increased its brand awareness by 80 per
cent. The campaign also lifted Cisco's reputation as an 
internet expert above that of Microsoft and IBM.17 

Firms that sell products internationally face a growing 
branding strategy issue. They must consider how prod
uct names will translate in various languages. Chevrolet 
learned this lesson decades ago when it entered the 
Spanish market with the Nova. This name was not well 
received simply because "no va" translates into "it 
does not go."18 Recently, the 2010 Buick Lacrosse was 
launched and the name is catching attention in Quebec 
for the wrong reasons. In French slang, lacrosse is a term 
for pleasuring yourself. What's even more surprising is 
that GM was aware of this unfortunate naming issue and 
originally released the car in 2005 as the Buick Allure. 
But in an effort to cut down marketing costs it ignored 
the potential embarrassment and decided to launch the 
Lacrosse in 2010.19 

Differences in approaches to brand names are evi
dent even within countries. When Headspace Marketing 
Inc. asked 1000 Quebecers to rate how well 12 brands 
had adapted to the needs and expectations of Quebecers, 

they found that the top three 
brands were Tim Hortons, 
Canadian Tire, and Bureau en 
Gros/Staples (In that order). Tlm 
Hortons ranked much higher 
than Starbucks (which ranked 
last), even though Tlm Hortons 
did very little to adapt its product 
line to the Quebec market and 
Starbucks did a lot. However, 
Tim Hortons got involved with 

BRAND LOYALTY 
Customers' recog1ition 
of, preference for, and 
insistence on buyng a 
product with a certain 
brendname. 

TRADEMARK The 
exck.Jsive legal right to 
uee a brand nErne. 

community charities and activities and used Quebec 
actors in its ad campaigns. This apparently made the Tim 
Hortons brand "resonate" better with Quebecers. 20 

The experience of Tim Hortons is not unusual. 
Consider the "brand wars" between Coke and Pepsi in 
Quebec. Coke sells better than Pepsi in most places in 
the world, but not in Quebec. Why is that? Perhaps it's 
because Pepsi customizes its advertisements to meet 
distinct Quebecois tastes. One now-famous ad shows 
what happens when a European tourist orders a Coke in 
Quebec: a hush comes over the restaurant, wildlife stops 
in the forest, and traffic comes to a halt. The waiter finally 
opens a Pepsi for the tourist, who then says, "Ah! lei, 
c'est Pepsi."21 

Trademarks, Patents, and Copyrights 
Because brand development is very expensive, a com
pany does not want another company using its name and 
confusing consumers into buying a substitute product. 

Many companies apply to the Canadian government 
and receive a trademark, the exclusive legal right to use 
a brand name. Trademarks are granted for 15 years and 
may be renewed for further periods of 15 years, but only 
if the company continues to protect its brand name. In 
2008, a European court ruled that the construction toys 
made by LEGO can no longer be protected by trademark 
law. Montreal-based Mega Brands Inc., which makes a 
competitive product called Mega-Bioks, had challenged 
LEGO's trademafk.22 

Just what can be trademarked is not always clear. 
If the company allows the name to lapse into common 
usage, the courts may take away protection. Common 
usage occurs when the company fails to use the ® (regis
tered) symbol for its brand. It also occurs if the company 
fails to correct those who do not acknowledge the brand 
as a trademark. Windsurfer, a popular brand of sailboards, 
lost its trademark, and the name can now be used by any 
sailboard company. The same thing has happened to 
other names that were formerty brand names-trampoline, 
yo-yo, thermos, snowmobile, kleenex, and aspirin. But 
companies like Xerox, Coca-Cola, Jell-0, and Scotch tape 
have successfully defended their brand names. 
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PATENT Protects an 
invention or idea for a 
period ol20 ye~n. 

COPYRIGHT Exdusive 
ownersnp rights 
granted to creatora for 
the tangble expression 
of an idea. 

PACKAGING The 
physical container in 
which a product is eold, 
including the Iebei. 

LABELS That part of 
a produd 's packag
ing that identifies the 
product's name and 
contents and scme-
t imes its benefits. 

CONSUMER 
PACKAGING AND 
LABELLING ACT 
A federal law that pro
vides comprehenoive 
rules for packaging and 
labelling of consuner 
products. 

A pat ent protect s an 
invention or idea for a period of 

20 years. The cost is $1600 to 
$2500 and it takes 18 months to 
three years to secure a patent 

from the Canadian Intellectual 
Property Office. 23 Patents 

can be very valuable. In 2006, 
Research In Motion agreed to 
pay $612.5 million to NTP Inc., 

a U.S. firm that claimed RIM 
was infringing on some pat
ents that NTP held.24 In 2010, 
RIM was found not guilty by a 
judge in the U.K. for a claim by 
Motorola.25 In yet another pat

ent dispute, PfiZer Inc. reached 
an agreement in 2008 with an 

Indian generic drug maker that 
will keep a cheaper version of 
the cholesterol-lowering drug 
Lipitor out of the U.S. market 
until 2011 . Sales revenues of 

Lipitor are about US$13 bil-
lion annually, so this is a very 
important deal for Pfizer.26 

Copyrigh ts give exclusive ownership rights to the 
creators of books, articles, designs, illustrations, photos, 

films, and music. Computer programs and even semicon
ductor chips are also protected. Copyrights extend to cre
ators for their entire lives and to their estates for 50 years 

thereafter. Copyrights apply to the tangible expressions 
of an idea, not to the idea itself. For example, the idea of 

cloning dinosaurs from fossil DNA cannot be copyrighted, 
but Michael Crichton, the author of Jurassic Park, could 
copyright his novel because it is the tangible result of the 

basic idea. 
There is much debate about how copyrights apply to 

material that appears on the internet. In 2005, the U.S.
based Authors Guild and several publishers sued Google, 
claiming that its book-scanning project was infringing on 

their copyrights. In 2008, Google agreed to pay US$125 mil
lion to settle the lawsuits. Google can now make available 
millions of books online.27 The issue of file sharing is mak

ing copyright a big issue these days. New laws and new 
interpretations of old ones will redefine the role of copy
right over the next few years. 

Packaging Products 
With a few exceptions, including fresh fruits and vege
tables, structural steel, and some other industrial prod

ucts, almost all products need some form of packaging 
to be transported to the market. Packaging serves as an 
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in-store advertisement that makes the product attractive, 
clearly displays the brand, identifies product features 

and benefits, and reduces the risk of damage, breakage, 
or spoilage. It Is the marketer's last chance to say "buy 
it" to the consumer. Packaging costs can be as high as 

15 percent of the total cost to make a product, and fea
tures like reseal able tops can add 20 percent to the price. 

In 2009, Tropicana learned that consumers were fond of 
the company's classic logo with the orange and straw as 
the centrepiece. When they tried to replace it with a new 

design, consumers responded with emails, letters, and 
complaints. PepsiCo, which owns Tropicana, immedi
ately reversed the decision. 28 

Companies are paying close attention to consumer 
concerns about packaging. Beyond concerns about 

product tampering, packaging must be tight enough 
to withstand shipping, but not so tight that it frustrates 
consumers when they try to open the package. 

Nestle-which spends more than $6 billion annually on 
packaging-spent nine months coming up with a new 
easier-opening lid and an easier-to-grip container for its 
new Country Creamery ice cream.29 

Labelling Products 
Labels identify, promote, and describe the product. The 

federal government regulates the information on package 
labels. The Consumer Packaging and Labelling A ct has 

two main purposes: (1) to provide a comprehensive set of 
rules for packaging and labelling of consumer products, 
and (2) to ensure that the manufacturer provides full and 

factual information on labels. All pre-packaged products 
must state in French and English the quantity enclosed in 
metric units, as well as the name and description of the 

product. 
Sellers are very sensitive about what is on the label 

of the products they sell. For example, the maple leaf is 
on all beer that Labat! Brewing Co. Ud. sells in Canada
except in Quebec. There, the label has a stylized sheaf of 

wheat instead. Interestingly, the maple leaf is much more 
prominent on Labatt's beer sold in the United States. 3D 

Many companies use different labels for their products 
in Quebec than they do for products sold elsewhere in 

Canada. 

M«·i• Promoting Products 
and Services 
The ult imate objective of promotion is to increase sales. 
However, marketers also use promotion to increase con

sumer awareness of their products, to make consum
ers more knowledgeable about product features, and to 
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persuade consumers to like and actually purchase their 
products. Today's value-conscious customers gain ben
efits when the specific elements in the promotional mix 
are varied so as to communicate value-added benefits 
in its products. Burger King shifted its promotional mix 
by cutting back on advertising and using those funds for 
customer discounts. Receiving the same food at a lower 
price is "value added" for Burger King's customers. Many 
companies, like Hallmark Cards, experience seasonal 
sales patterns. By increasing their promotional activities 
in slow periods, they can achieve a more stable sales 
volume throughout the year. As a result, they can keep 
their production and distribution systems running evenly. 

THE GREENING OF BUSINESS 

The boxed insert entitled 
"Promoting a Green Business 
Image" describes how compa
nies communicate information 
about their green initiatives to 
consumers. 

Promotional Strategies 
Once a firm's promotional objec-

PUSH STRATEGY A 
promotional strategy 
in wnch a compeny 
aggressively pushes 
~s product trrough 
wholesalers and retail-
era, ••A1ich perauade 
customers to buy ~-

tives are clear, it must develop a promotional strategy to 
achieve these objectives. Promotional strategies may be of 
the push or pull variety. A company with a push strategy 
will "push" its product to wholesalers and retailers, who 

Promoting a Green Business Image 
Canadian businesses are increasingly promoting 
themselves as "green" enterprises. For example, the 
Fur Council of Canada-which emphasizes its ties with 
Native Canadians and its made-in-Canada attributes
is promoting itself as a green industry with billboard 
and print advertisements that stress the sustainability 
of the fur industry. 

Convincing customers that a business is green 
is becoming increasingly difficult because consum
ers have become quite cynical, and because watch
dog groups carefully scrutinize green claims. The 
2010 Canadian Green Gap Index survey found that an 
overwhelming majority of Canadians either couldn't 
name a green retailer or didn't think any retailer was 
deserving of the label. A Gandalf Group survey of 
1500 Canadians found that the majority of consum
ers think that (a) environmental claims by businesses 
are just a marketing ploy, and (b) labelling regulations 
are needed so buyers can understand what terms like 
"eco-friendly" actually mean. 

One oil company that has had great difficulties with 
its green image is BP. Its slogan "Beyond Petroleum" 
promotes its green image, but BP is involved in extract
ing oil from the Alberta oil sands, which Greenpeace 
has called "the greatest climate crime in history." BP 
was also cited for environmental offences several 
times during the last decade. All of these problems 
were evident even before a fire in 2006 at a BP refinery 
in Texas that killed 15 workers, and the much more 
highly publicized explosion on its deepwater drilling rig 
in the Gulf of Mexico in 2010 that killed 11 workers and 

created an environmental catastrophe when millions of 
litres of oil were released into the ocean. 

The term greenwashing has been coined to 
describe the practice of exaggerating or making false 
claims about the environmental impact of a product or 
s91Vice. EnviroMedia publishes a Greenwashing Index 
that ranks the eco-friendly advertising claims of various 
companies. In response to concerns about greenwash
ing, the Canadian Competition Bureau, in cooperation 
with the Canadian Standards Association, has drafted 
industry guidelines that will require companies to back 
up their environmental claims with scientific evidence. 
The new guidelines will create national definitions for 
terms like "recyclable" and will also prohibit vague 
claims about products (for example, "our product is 
non-toxic"). 

Critical Thinking Questions 
1. What is your reaction to the Fur Council of 

Canada's green advertising campaign? What 
would you say to an animal rights activist who is 
outraged at the claims the Fur Council is making? 

2. Consider the following statement: "The 
Competition Bureau's plan to create national 
guidelines to define terms like 'recyclable' is well 
intentioned, but it will not work in practice because 
companies will figure out ways to get around the 
rules and still make unwarranted claims about how 
green they are." Do you agree or disagree with the 
statement? Explain your reasoning. 
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PULL STRATEGY A 
promotional atrotegy 
in whch a company 
appeals drectly to 
CUI!Iomerl, who 
demand the product 
from retalete. ¥.tlch 
demand the product 
from v.tlolesalera. 

PROMOTlOHAL MIX 
That por11on a markel· 
ing oonc:.n&d with 
chooeing the 00&1 com
bination of ecMiniaing, 
~ aeling. soles 
promotions, and po..b
licity to tell a product 

ADVERTISING Paid, 
ncn-pereonal com
murication by which 
an identified aponeor 
informs an audence 
about 8 product. 

ADVERTISING 
MEDIUM The epeoific 
communication 
devic&-televieion, 
radio, internet, new~~p~~· 
pers. direct I'Tllli, maga
zine&, billboard&-uaed 
to Clilrry a firm'• 
adwrtising message to 
potential customer~. 

then persuade customers to buy 
it. In contrast, a company with 
a pull strategy appeals directly 
to customers, who demand 
the product from retailers, 
who in turn demand the prod
uct from wholesalers, who in 
turn demand the product from 
the manufacturer. Advertising 
"pulls" while personal selling 
"pushes.• 

Makers of industrial pro
ducts often use a push strategy, 
while makers of consumer pro
ducts often use a pull strategy. 
Many large firms use a com
bination of the two strategies. 
For example, Coca-Cola uses 
advertising to create consumer 
demand (pull) for its various 
beverages-Coke, Fruitopia, 
Dasanl, and PowerAde. It also 
pushes wholesalers and retail
ers to stock these products. 

The Promotional Mix 
As we noted in Chapter 12, 
there are four basic types of 
promotional tools: advertising, 
personal selling, sales promo
tions, and publicity and pub-

lic relations. The best combination of these tools-the 
best promotional mix-depends on many factors. The 
company's product, the costs of different tools versus 
the promotions budget, and characteristics in the tar
get audience all play a role. Figure 13.5 summarizes the 

F1gure 13.5 
The consumer buying process and the promotional mix. 

Sta~:e of the 
Consumer 
Buyilli Process 

Most Effective 
Promotional Tool 

Problem {Need) 

AdvertiSini; 
publiCity 
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Information 
seelana 

effective promotional tools for each stage of the con
sumer buying process (discussed in Chapter 12). 

M!.IW Advertising 
Promotions 
Advertising is paid, non-personal communication by 
which an identified sponsor informs an audience about 
a product. You can probably remember many jingles 
and slogans from your early childhood. If a friend tells 
you that he or she has dandruff, you may Instinctively tell 
them to use Head and Shoulders shampoo. Companies 
have been planting messages in your head for years. Like 
it or not, we are all a little bit brainwashed. Consumers 
remember brand names more easily If the company has 
a catchy advertising slogan. Buckley's Cough Mixture is 
well known in Canada. You remember the slogan, don't 
you? "It tastes awful, and it works." Advertising can con
vince customers to try a company's product or service, 
but it has limits. It Is the customers' experience with the 
product or service that determines whether they will 
make repeat purchases. Let's take a look at the different 
types of advertising media, noting some of the advan
tages and limitations of each one. 

Advertising Media 
In developing advertising strategies, marketers must 
consider what is the best advertising medium for their 
message. IBM, for example, uses television and internet 
ads to keep its name fresh in consumers' minds. But it 
also uses newspaper and magazine ads to educate con
sumers on products' abilities and trade publications to 
introduce new software. An advertiser selects media with 
a number of factors In mind. The marketer must first ask: 

Evaluation of 
alternal1\leS 

Purchase 
deciSion 

Sales promotiOn; 

personal selhn& 

Post-purchase 
evaluation 
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Which medium will reach the people I want to reach? If a 
firm is selling hog-breeding equipment, it might choose 
a business magazine read mostly by hog farmers. If it is 
selling silverware, it might choose a magazine for brides 
like Let's Get Married (or Marions-Nous). If it is selling 

toothpaste, the choice might be a general audience tele
vision program or a general audience magazine such as 
Reader's Digest (or Selection du Reader 's Digest). Each 
advertising medium has its own ad vantages and disad
vantages. In the following paragraphs, we will examine 

the various media formats. In addition, Table 13.1 pro
vides a summary of their advantages and disadvantages. 

Newspapers Newspapers are a widely used advertising 
medium; in 2008, Canadian advertisers spent $2.5 bil
lion on this medium. Unfortunately t his figure was nearly 
3 percent lower than in the previous year and continued 
a downward trend.31 Newspapers offer excellent cover
age, since each local market has at least one daily news
paper, and many people read the paper every day. This 
medium offers flexible, rapid coverage, since ads can 
change from day to day. Newspapers also offer believ
able coverage, since ads are presented next to news. In 
addition, a larger percentage of individuals with higher 
education and income level tend to read newspapers on a 
daily basis. For example, newspapers attract a 4 7 percent 
readership from individual households with an income of 

$75 000 or above, as opposed to only a 5 percent reader
ship of individual households under $20 ooo.32 However, 
newspapers do not generally allow advertisers to target 
their audience very precisely. In recent years, the volume 
of classified ads placed in newspapers has declined as 

Table 13.1 Media Strengths and Weaknesses 

. . . II 

advertisers have shifted their emphasis to the internet. 
The Toronto Star has tried to counter this trend by giving 
a free internet posting to anyone who buys a classified ad 
in the newspaper. 33 

Television Television allows advertisers to combine sight, 
sound, and motion, thus appealing to multiple senses. 
(Ads can use many techniques to emphasize motion. 
There was a great Cadillac ad that focused on motion by 
turning off the sound for seven seconds and capturing 
viewer attention in a unique manner.) Information on viewer 
demographics for a particular program allows advertisers 
to promote to their target audiences. National advertis
ing is done on television because it reaches more people 
than any other medium. One disadvantage of television 
is that too many commercials cause viewers to contuse 
products. In addition, viewers who record programs on 
DVRs (digital video recorders) often fast-forward through 
the ads appearing on the TV shows they have recorded. 
This is a growing concern, since 35 percent of Canadians 
are expected to have this device by 2012.34 The brevity of 

TV ads also makes television a poor medium to educate 
viewers about complex products. 

Spending on television advertising in Canada totalled 
$3.3 billion in 2008.35 Television is the most expensive 
advertising medium. In 2010, a 30-second commercial 
during the NFL Super Bowl cost about $3 million, up from 

$1 .3 million in 1998. Perhaps it was coincidental, but Pepsi 
decided to pass on the opportunity after 23 consecutive 
years of participation.36 To buy a national30-second spot in 
Canada for the Super Bowl costs approximately $110 ooo; 
a comparable Grey Cup spot cost about $65 000.37 

II 
Television Program demographics allow for customized ads 

Large audience 
Most expensive 

Magazines 

Newspapers 

Direct mail 

lntemet 

Radio 

Outdoor 

Often reread and shared 
Variety of ready m arket segmentation 

Broad coverage 
Ads can be changed daily 

Targeted audience 
Personal messages 
Predictable resu~s 

Targeted audience 
Measurable success 

Inexpensive 
Large audience 
Variety of ready market segmentation 

lne><.pensive 
Difficult to ignore 
Repeat exposure 

Require advanced planning 
Little control over ad placement 

Quickly discarded 
Broad readership lim~s ability to target specific audience 

Easily discarded 
Environmentally irresponsible 

Nuisance to oonsum ers 
Easy to ignore 

Easy to ignore 
Message quickly disappears 

Presents lim~ed information 
Little control over audience 

A combination of additional unmeasured media-catalogues, sidewalk handouts, skywr~ing, telephone calls, ads on PDAs, special 
events, movies, and door-to-door communication-are not included. 
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DIRECT MAIL Printed 
advertisements, such 
as flyers, mailed directly 
to consumers' homes 
or places of business. 

WORD·OF·MOUTH 
(WOM) ADVERTIS· 
lNG Opinions about 
the value of products 
passed among 
consumers in informal 
discussions. 

In examining the TV med
ium, we should also consider 
product placement, which 
involves using brand-name 
products as part of the actual 
storyline of TV shows. This 
approach has been grow
ing. Shows like Survivor and 
American Idol are noticeably 
full of placements. American 
Idol contestants are interviewed 
in the Coca-Cola room and the 
judges drink from prominently 

placed Coca-Cola glasses. The contestants film a music 
video featuring a Ford car or truck each week, which is 
presented as part of the show. Finally, the audience is 
invited to vote using AT&T. In all, there were over 4100 
plugs in one recent season of American Idol. 38 In the early 
days of TV, live commercials featured actors selling the 
merits of products. Decades later, in an attempt to break 
through the clutter, it appears as if this old technique has 
been revived and updated. 

Direct Mail Direct mail involves flyers or other types 
of printed advertisements mailed directly to consum
ers' homes or places of business. Direct mail allows the 
company to select its audience and personalize its mes
sage. The goal is to generate an immediate response and 
to have the customer contact a firm directly. Although 
many people discard "junk mail," targeted recipients with 
stronger-than-average interest are more likely to buy. 
Although direct mail involves the largest advance costs 
of any advertising technique, it does appear to have the 
highest cost-effectiveness. With "fax attacks," advertis
ers can send their "mail" messages electronically via fax 
machines and get higher response rates than they would 
if they used Canada Post. Targeted emails are also serv
ing this purpose. Advertisers spent $1.7 billion on direct 
mail promotion in 2008.39 

Radio According to BBM research, radio reaches 
81 percent of Canadians on a daily basis; the average 
Canadian spends 159 minutes listening to the radio dur
ing a typical workday. 40 Radio ads are fairly inexpensive, 
and since most radio is programmed locally, this medium 
gives advertisers a high degree of customer selectivity. 
For example, radio stations are already segmented into 
listening categories such as classic rock, country and 
western, jazz, talk, news, and religious programming. 
Radio only permits an audio presentation and ads are over 
quickly. As well, people tend to use the radio as "back
ground" while they are doing other things, so they may 
pay little attention to advertisements. Spending on radio 
advertisements totalled $1.5 billion in Canada in 2008.41 
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Subscriber-based satellite radio poses a significant long
term threat to the traditional radio model. 

Magazines The many different magazines on the mar
ket provide a high level of consumer selectivity. The per
son who reads Popular Photography is more likely to be 
interested in the latest specialized lenses from Canon 
than is a Gourmet magazine subscriber. Magazine adver
tising allows for excellent reproduction of photographs 
and artwork that not only grab buyers' attention but 
may also convince them of the product's value. Maga
zines also provide advertisers space for detailed product 
information. Magazines have a long life and tend to be 
passed from person to person, thus doubling and tripling 
the number of exposures. Reader's Digest has the larg
est readership in Canada, followed by Canadian Living 
(Chatelaine and Canadian Geographic are tied for third). 42' 

Spending on magazine advertisements totalled $692 mil
lion in Canada in 2008. This figure represents a 4 percent 
decline from the previous year; it was the sharpest decline 
of any medium in that timeframe. 43 

Outdoor Advertising Outdoor advertising- billboards; 
signs; and advertisements on buses, taxis, and subways
is relatively inexpensive, faces little competition for cus
tomers' attention, and is subject to high repeat exposure. 
Outdoor advertising has also gone high-tech. Winnipeg
based Sidetrack Technologies Inc. has developed a sys
tem of 360 digital strips that are placed at intervals along 
subway walls. When a train passes by, the strips blend 
together, creating the impression of watching a video. 
The strips can be changed remotely, thus allowing a com
pany like McDonald's to advertise Egg McMuffins in the 
morning and Big Macs during the afternoon commute.44 

Titan Worldwide has developed an LED display that 
shows commercials on New York City buses. The dis
play contains GPS technology, so it can target audiences 
based on the time of day and postal code where the bus 
is located. The technology will also be introduced to 
Canada and lreland.45 Many billboards now feature ani
mation and changing images, and today's billboard mes
sages are cheaper because they can be digitally printed 
in colour in large quantities. On the downside, outdoor 
ads can present only limited information, and sellers 
have little control over who sees their advertisements. 
Outdoor advertising in Canada totalled $463 million 
in 2008.46 

Word of Mouth Word-of-mouth (WOM) advertising 
occurs when consumers talk to each other about products 
they are using. According to the Word of Mouth Marketing 
Association, there are several varieties of WOM advertis
ing, including buzz marketing (using high-profile news to 
get consumers talking about a product), viral marketing 
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Speed and creativity have given billboards like 
these a new prominence in the world of advertis
ing media. Instead of relying on highly skilled 
human artists, outdoor ad sellers can now com
mission digital creations that not only turn heads 
but cost less than most other media. Whereas it 
used to take a month to launch a billboard-based 
campaign, it now takes just days. 

(consumers passing product information around on the 
internet), product seeding (providing free product samples 
to influential consumers), and cause marketing Onvolv
ing consumers who feet strongly about a cause such as 
reducing poverty). 47 

Consumers form very strong opinions about products 
as a result of conversations with friends and acquain
tances, so when consumers start talking about a new 
product or idea, the information can build momentum and 
spread like wildfire. This "spreading the word" can hap
pen without any expenditure of money by the company 
selling the product in question. However, companies 
spend money developing formal word-of-mouth adver
tising campaigns because they recognize how powerful 
they are. The now-famous Evolution ad for Dove soap 
(which showed an "ordinary" girl being transformed into 
a goddess) was posted on You Tube instead of traditional 
media. tt was eventually viewed by 300 million people and 
generated huge publicity for the brand. The only cost to 
the company was that incurred in making the video: ta 
Toronto-based Hook Communications launched its Voice 
over Internet Protocol (VOIP) service in 2010 with an 
Incentive to spread the word. Customers are being asked 
to provide the emails of friends and then Hook sends 
friendly messages on their behalf. tf two people join the 
service, the referrer receives a year of free service and 
$100 in loyalty rewards.49 

The Internet Online ad sates were valued at $1.6 billion 
in Canada in 2008.50 The growth in this area has been sub
stantial and the power of this approach is unquestionable. 
To understand the transformational power of this medium, 
consider the strategic fortress of TV advertising: the Super 

Bowl. By 2010, even this sacred advertising event had 
changed. Instead of tightly guarding their secret cam
paigns for the big day, many companies are now creat
ing teaser campaigns on YouTube and Facebook, to build 
interest, weeks before the event. tn addition, the immense 
audience is being directed from TV to the internet dur
ing the game. For example, Budweiser Canada used the 
Super Bowl to drive people to its Facebook page in order 
to enter a live contest that concluded at the end of the 
game. 51 The long-promised power of the online ad world 
is not a myth. (Yes, Virginia, there is an Internet Clause). 
For a detailed example, take a took at the E-Business and 
Social Media Solutions Box entitled "Batman Embraces 
the Internet Age." 

MySpace Is using "hypertargeting" to categorize 
users into different categories like "rodeo watcher" or 
"scrapbook enthusiast. • Uve Nation, a concert promoter, 
saw increased traffic on Its Coldplay page after it placed 
ads on MySpace that were directed at fans of Coldplay 
and similar bands. This sounds very positive for market
ers, but privacy concerns have arisen about technologies 
that track consumers as they surf the web. For example, a 
company called NebuAd has developed ad-tracking soft
ware that has gotten the attention of critics who claim that 
it violates wiretap laws. 52 

Internet advertising offers advantages for both buy
ers and sellers. For buyers, advantages include conve
nience, privacy , selection, easily accessible information, 
and control. For sellers, advantages include reach, direct 
distribution, reduced expenses, relationship building (with 
customers on interactive websites), ffexibility, and feed· 
back (sellers can measure the success of messages by 
counting how many people see each ad and track the 
number of click-throughs to their own websites).53 

Online marketing can be profitable for companies, but 
what happens when consumers turn against them? With 
so many individuals participating in social networking 
sites like Facebook and MySpace and keeping personal 
blogs, it's increasingly common for a single unhappy cus
tomer to wage war against a company for selling faulty 
products or providing poor service. Individuals may post 
negative reviews of products on blogs, upload angry vid· 
eos outlining complaints on YouTube, or join public dis
cussion forums where they can voice their opinion. While 
companies benefit from the viral spread of good news, 
they must also be on guard against an online backlash 
that can damage their reputation. 54 

Virtual Advertising Another method of advertising, 
called virtual advertising, uses digital implants of brands 
or products onto live or taped programming, giving the 
illusion that the product is part of the show. With this tech
nique, an advertiser's product can appear as part of the 
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MEDIA MIX The 
combination of media 
through which a 
company chooses to 
advertise its products. 

television show- when viewers 
are paying more attentiol}
instead of during commercial 
breaks. In a televised basket
ball game, the digital image 

of a brand- for example, the 
round face of a Rolex watch or 

an Acura hubcap--can be electronically enlarged and 
superimposed on centre court without physically chang
ing the playing floor. For recorded movies, digital images 
can be inserted easily. A Reitmans shopping bag can 
be digitally added to the table in a kitchen scene, or a 
Sony HDTV can be superimposed on the wall for display 
during a dramatic scene in the den.55 

Other Advertising Media and Approaches Mobile 
phone ads are growing in importance for obvious reasons. 

There are 21 .5 million Canadian wireless phone subscrib
ers, which translates into a 67.5 percent penetration rate. 
In addition, with more of these users moving to smart 
phones, the range of ad possibilities are improving. 56 

A combination of many additional media- including cat

alogues, sidewalk handouts, Yellow Pages, skywriting, 
special events, and door-to-<loor communications-make 
up the remaining advertisements to which Canadians 
are exposed. The combination of media that a company 
chooses for advertising is called its media mix. Although 
different industries use different mixes, most depend on 

multiple media to advertise their products and services. As 
you can read in the Entrepreneurship and New Ventures 
boxed insert, advergaming is also a major venue for adver
tising. There were approximately 130 million console and 

computer garners in North America in 201 0, with a pro
jected 170 million expected by 2013.57 

E-BUSINESS AND SOCIAL MEDIA SOLUTIONS 

Batman Embraces the Internet Age 
The five Batman movies released between 1989 
and 2008 grossed more than $1 .6 billion worldwide. 
It would be understandable, then, if the producers 
decided to reduce the marketing budget for film num

ber six. If ever a movie could be expected to market 
itself, it would be The Dark Knight. Instead, the produc
ers teamed with 42 Entertainment, a California-based 
creator of alternate reality games, to immerse fans in 
one of the most elaborate viral marketing campaigns 
ever conceived. The tun began over a year before the 
movie opened, with the appearance of posters and 

a website "supporting'' one of the film's characters, 
Harvey Dent, in his campaign for district attorney of 
Gotham City. Visitors to the website quickly discov
ered a link to a similar site-www.whysoserious.COfl}
that appeared to have been vandalized by the movie's 
main villain, the Joker. 

The emergence of the Joker set in motion a series 
of games in which fans vied with one another to solve 
puzzles. The fastest fans received cellphones that let 

them access information that led them deeper into the 
puzzle. Meanwhile, the websites multiplied: fake news
papers with articles like "Batman Stops Mob Melee," 
safety tips from the Gotham Police Department, even a 
link to Betty's House of Pies-a restaurant that plays a 
small but crucial role in the movie's plot. 
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The appeal of viral marketing, according to 

Jonathan Waite, owner of the Alternate Reality Gaming 
Network, is that "you're not a passive onlooker; you're 
taking an active role. And any time you take an active 
role, you're emotionally connecting." Or, as one blog
ger put it, "I've never been a fan of the Batman series, 
but this sort of thing makes me want to go see it." 

The Dark Knight's innovative marketing campaign 
helped catapult the movie to a record-breaking box 
office debut, earning over $158 million in its open
ing weekend. Domestically and internationally, the 

film was a great success, earning more than $873 mil
lion worldwide. That was more than half the money 
earned by the previous five Batman movies combined. 

This is not an isolated case; companies are clearly 
paying attention to the enhanced power of an old 

tool. Word of mouth in the a-business social media 
age is just beginning to gain strength and explore 

possibilities. 

Critical Thinking Question 
1. Have you participated in the spread of a viral cam

paign recently? Describe the ad and the reasons 
why you sent the content to a friend. 



User name: Grux G Book: Business Essentials, Sixth Canadian Edition   Page: 363
No part of any book may be reproduced or transmitted by any means without the publisher's prior permission. Use (other than qualified fair use) in violation of the 
law or Terms of Service is prohibited. Violators will be prosecuted to the full extent of the law. 

Page 3 of 10CourseSmart - Print

9/27/2011http://www.coursesmart.com/print?xmlid=9780132146746/361&pagestoprint=10

M<·i·' Personal Selling 
Promotions 
Virtually everyone has done some selling. Perhaps you 
had a lemonade stand or sold candy for the drama club. 
Or you may have gone on a job interview, selling your 
abilities and services as an employee to the interviewer's 
company. In personal selling, a salesperson communi
cates one to one with a potential customer to identify the 

customer's need and match 
that need with the seller's 
product. 

Personal selling- the old
est form of selling-provides 
the personal link between seller 
and buyer. It adds to a firm's 
credibility because it gives buy-

PERSONAL SELLING 
Promotional tool in 
which a ealeeperaon 
<Xlmmunicatee one 
to one with potential 
customers. 

ers a contact person who will answer their questions. 
Because it involves personal interaction, personal selling 

ENTREPRENEURSHIP AND NEW VENTURES 

Fuelling the World of Branded Entertainment 
The casual gaming industry develops non-violent, 
easy-to-play video games that appeal to a wide vari
ety of users. Industry sales are $2.3 billion, expected 
annual growth is 20 percent, and the worldwide market 
is about 200 million people. Fuel Industries of Ottawa, 

Ontario, founded in 1999, has positioned itself as an 
up-and-comer in this industry by winning contracts 
that typically would be awarded to big-name compa
nies like DreamWorks Animation and Pixar Animation 
Studios. The company's success has not gone unno
ticed. In 2008, Canadian Business magazine recog
nized Fuel as one of the country's fastest growing 
businesses. 

Fuel doesn't just develop online video games. 
Rather, it is pioneering a model of branded online enter
tainment (referred to as "advergames"). Essentially, an 
advergame is an online video game and advertising 
rolled into one. The theory behind the concept is sim
ple: if consumers are having fun while interacting with 
the entertainment, they are more likely to remember 
and feel positive toward the brand. Instead of trying 
to make an impression during a traditional 60-second 
commercial, advergames keep consumers engaged 
for up to 600 seconds! Many companies are beginning 
to see the benefits of this marketing strategy. 

Fuel was launched into the branded digital 
promotion business when it created an advergame 
called Fairies and Dragons that helped McDonald's 
promote its Happy Meal in 40 European countries. 
With every Happy Meal, klds received a fairy or dragon 
toy along with a CD-ROM that contained three games 
and 10 hours of game play. That approach differed 
noticeably from the usual tactic of licensing characters 

from established entertainment companies like Disney. 
Plans are underway to launch the same concept for 
McDonald's in other regions, including Australia, 
Japan, and North America 

Since their success with McDonald's, Fuel has 
done similar work for U.S. toy company Jakks Pacific's 
branded game Girl Gourmet Cupcake Maker. The 
company is also behind the development of Spark 
City, an online game targeted to tween girl garners. 
This virtual world is part of the All Girl Arcade website. 
The branded element appears through the Integration 
with television and retail. As an example, Fuel is adding 
a movie theatre to Spark City and the agency is in talks 
with broadcasters and film companies looklng to run 
trailers in the theatre. 

So, what's the cost to get your brand Into Spark 
City? It could be anywhere between $25 000 and 
$200 000. But is there a risk of virtual world burn
out among customers as branded sites f lourish? 
According to Virtual Worlds Management, a Texas
based company, the future looks good, but "the 
cream will definitely rise to the top." Therefore, if a 
company chooses this strategy, as with any product, 
branded sites need to be developed to address the 
needs and wants of the selected target market. 

Critical Thinking Questions 
1. How can marketers build relationships with cus

tomers through newer methods of virtual advertis
ing like advergames? 

2. What are the advantages and disadvantages of 
internet advertising? 
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SALES PROMO
TIONS Short-term 
promotional actMtiee 
designed to stimulate 
consumer buyirg 
or cooperation from 
distributors and other 

requires a level of trust between 
the buyer and the seller. When 
a buyer feels cheated by the 
seller, that trust has been bro
ken and a negative attitude 
toward salespeople in general 

members of the trade. can develop. 
Personal selling is the most 

expensive form of promotion 
per contact because presentations are generally made to 
one or two individuals at a time. Personal selling expenses 
include salespeople's compensation and their overhead 
(travel, food, and lodging). The average cost of an indus
trial sales call has been estimated at nearly $300.58 The 
Exercising Your Ethics exercise at the end of the chapter 
describes an interesting personal selling dilemma. 

Costs have prompted many companies to turn to 
telemarketing: using telephone solicitations to conduct 
the personal selling process. Telemarketing is useful 
in handling any stage of this process and in arranging 
appointments for salespeople. It cuts the cost of personal 
sales visits to industrial customers, who require about 
four visits to complete a sale. Such savings are stimulat
ing the growth of telemarketing, which provides 150 000 
jobs in Canada and generates $25 billion in annual sales. 
Telemarketing returns $6.25 for every dollar spent. 59 

Because many consumers are annoyed by tele
marketing pitches, a do-not-call registry was set up in 
Canada in 2008, and six million people quickly registered. 
Heavy fines can be levied on companies that Ignore the 
new rules. A survey by VoxPop showed that 80 percent 
of Canadians who registered now receive fewer tele
marketing calls than they used to.60 However, in 2009, it 
was discovered that some unscrupulous marketers were 
actually using the registry to call people. Michael Geist, a 
Canada research chair in internet and a-commerce lavv at 
the University of Ottavva, says the government's registry 
is flavved.61 

M«·i* Sales Promotions 

Sales promotions are short-term promotional activities 
designed to stimulate consumer buying or coopera
tion from distributors, sales agents, or other members 
of the trade. They are important because they increase 
the likelihood that buyers will try products. They also 
enhance product recognition and can increase pur
chase size and amount. For example, soap is often 
bound into packages of four with the promotion, "Buy 
three and get one free." 

Once the master of mass-marketing (especially the 30-second TV spot), 
Coca-Cola has bowed to audience fragmentation and the invention of 
DVR's, which allow people to skip TV ads altogether. Coke has begun 
experimenting with alternative approaches to promotion, focusing on 
events and activities that can be integrated into the daily routines of 
targeted consumers. In Europe, the company posts interactive websites 
built around music, and in the United States it has installed Coke Red 
Lounges in a few select malls, offering teenagers exclusive piped-in 
music, movies, and videos. 

To be successful, sales 
promotions must be conve
nient and accessible when the 
decision to purchase occurs. 
If Haney-Davidson has a one
week motorcycle promotion 
and you have no local dealer, 
the promotion is neither con
venient nor accessible to you, 
and you will not buy. But if 
Herbal Essences offers a 
20 percent--<>ff coupon that 
you can save for use later, the 
promotion is convenient and 
accessible. Like anything else, 
too much of a good thing can 
be destructive. The Bay has 
been criticized for holding too 
many scratch-and-save "Bay 
Days." The goal of such pro
grams is to generate immedi
ate sales, as people are given 
an incentive to buy now or buy 
before the end of the week
end. But in the case of the Bay, 
many customers have been 
conditioned to expect these 
sales. The end result is that 
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some customers delay purchase, waiting for the next sale. 
This is clearly not the goal of a sales promotion program. 

Types of Sales Promotions The best-known sales pro
motions are coupons, point-of-purchase displays, purchas

ing incentives (such as free samples, trading stamps, and 
premiums), trade shows, and contests and sweepstakes. 

• Coupons are certificates entitling the bearer to stated 
savings off a product's regular price. Coupons may 
be used to encourage customers to try new products, 
to attract customers away from competitors, or to 
induce current customers to buy more of a product. 
They appear in newspapers and magazines and are 
often sent through direct mail. 

• To grab customers' attention as they walk through 
a store, some companies use point-of-purchase 
(POP) displays. Displays located at the end of the 
aisles or near the checkout in supermarkets are POP 
displays. POP displays often coincide with a sale on 
the item(s) being displayed. They make it easier for 
customers to find a product and easier for manufac
turers to eliminate competitors from consideration. 
The cost of shelf and display space, however, is 
becoming more and more expensive. 

• Free samples and premiums are purchasing incen

tives. Free samples allow customers to try a prod
uct without any risk. They may be given out at local 
retail outlets or sent by manufacturers to consum
ers via direct mail. Premiums are free or reduced
price items, such as pens, pencils, calendars, and 
coffee mugs, given to consumers in return for 
buying a specified product. For example, during 
one promotion, Molson Canadian included a free 
T-shirt with certain packages of its beer.62 Pre
miums may not work as well as originally hoped, 
since customers may only temporarily switch to a 
brand simply to get the premiums that company is 
offering. 

• Industries sponsor trade shows for their members 
and customers. Trade shows allow companies to rent 
booths to display and demonstrate their products to 
customers who have a special interest in the products 
or who are ready to buy. Trade shows are relatively 
inexpensive and are very effective, since the buyer 
comes to the seller already interested in a given type 
of product. International trade shows are becoming 
more important. 

• CUstomers, distributors, and sales representatives 
may all be persuaded to increase sales of a product 
through the use of contests. For example, distributors 
and sales agents may win a trip to Hawaii for selling 
the most pillows in a month. 

Publicity and 
Public Relations 
Much to the delight of marketing 
managers with tight budgets, 
publicit y is free. Moreover, 
because it is presented in a 
news format, consumers see 
publicity as objective and 
believable. However, market
ers may have little control over 
bad publicity, and that can 
have a very negative Impact. 
For example, a YouTube video 
showing what appeared to be 
a Guinness beer commercial 
portrayed several people in a 
suggestive sexual arrangement 
with the title "Share One with 
a Friend." Guinness was quick 
to distance itself from the fake 
advertisement, saying that was 
not how it wanted its product 
portrayed. In another case, the 
restaurant chain Olive Garden 
was placed In a difficult posi
tion when it received favour
able publicity from Playboy 
Playmate Kendra Wilkinson, 
who at that time was one of 
Hugh Hefner's three live-in girl
friends and who was featured 
in the E! series The Girls Next 
Door. She gave several on-air 
plugs, but the restaurant was 
concerned because Wilkinson's 
reputation at the time was not 
consistent with the company's 
wholesome, family-friendly 
image.63 

COUPON A method 
of sales promotion 
feetu1ng a certificate 
that en~tles the bearer 
to stated savings off a 
product'e regtJar price. 

POINT-OF
PURCHASE (POP) 

DISPLAY A method 
of sales promotion 
in wlich a prodJct 
dieplay is located in a 
retsil store in order to 
encourage constnl<lrs 
to buy the prc:dlct. 

PREMIUM A method 
of sales promotion in 
wtich some item is 
offered free or at a bar
gai"o price to customers 
in retum for tx¥ng a 
epecified product. 

TRADE SHOW 
A method of eeles 
prorno~on in wtich 
members of e parOCular 
industry gather for 
displays and pro-
duct demonatratione 
desig-00 to eel pro
ducte to customers. 

PUBLICITY Informa
tion about a company. 
a product. or en event 
transmitted by the 
general mass media 
tM!h no direct ooet to 
the company). 

PUBLIC RELATIONS 
Company-influenced 
iriorma~on directed at 
bLildng goodwil w ith 
the public or c:Jeaing 
with unfavourable 
events. 

In contrast to publicity, public relations is company
influenced publicity. It attempts to create goodwill between 
the company and its customers through public-service 
announcements that enhance the company's image. For 
example, a bank may announce that senior citizens' groups 
can have free use of a meeting room for their social activi
ties. As well, company executives may make appearances 
as guest speakers representing their companies at profes
sional meetings and civic events. They also may serve as 
leaders in civic activities like the United Way campaign 
and university fundraising. 

Corporate sponsorships of athletic events also help 
promote a company's image. Roots has been successful 
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AMBUSH 
MARKETING Occurs 
when a company 
launches an advertising 
campaign to coincide 
with a major event, like 
the Olympics; it capital
izes on viewer intereet 
without pe)ing an offi
cial eponsorellp fee. 

GLOBAL 
PERSPECTIVE 
~sapprooch 
to drecti-lg its marl<et
ing taNard wortdiNide 
rather than local a 
regonaJ marl<ets. 

in getting high-profile individu
als to wear its products. These 
sponsorships rely on a positive 
brand association to the event; 
however, sometimes sponsors 
can be frustrated by a competitor 
that benefrts from the same expo
sure without paying official sponsor 
fees, a practice known as ambush 
marketing. The Royal Bank was 
an official sponsor of the 2010 
Winter Olympic Games, so when 
Scotiabank launched a national 
photo contest to display Canadian 
pride, cleverly timed to benefit from 
the exposure of the games, the 

Olympic organizing committee took notice.64 Most large 
firms have a department to manage their relations with 
the public and to present a desired company image. 

International Promotional 
Strategies 

As we saw in Chapter 5, in recent decades we have 
witnessed a profound shift from "home-country" 

marketing to "multi-country" and now to "global" marketing. 
Nowhere is this rapidly growing global orientation more evi
dent than in marketing promotions, especially advertising. 

Emergence of the Global Perspective 
Every company that markets products in several coun
tries faces a basic choice: use a decentralized approach, 
maintaining separate marketing management for each 
country or region, or adopt a global perspective, direct
ing a coordinated marketing program at one worldwide 
audience. Thus, the global perspective is a philosophy 
that directs marketing toward worldwide rather than local 
or regional markets. 

The Movement toward Global Advertising A truly 
global perspective means designing products for multi
national appeal-that is, genuinely global products. 65 A few 
brands, such as Coca-Cola, McDonald's, Mercedes-Benz, 
and Rolex, enjoy recognition as truly global brands. One 
universal advertising program is more efficient and cost
effective than developing different programs for many 
countries, but global advertising is not feasible for many 
companies. Four factors make global advertising a chal
lenging proposition: 

• Product variations. Even if a product has universal 
appeal, some variations, or slightly different products, 
are usually preferred in different cultures. Cosmopoli-

• 

tan magazine has 58 editions, in 34 
languages, and is distributed to 100 
countries.66 Many companies have 

found that without a local or national 
identity, universal ads don't cause 
consumers to buy. Coca-Cola's "think 
global, act local" strategy and Nestle's 
approach to small-scale local adver
tising call for ads tailored to different 
areas. Such ads are designed to pro
duce variations on a universal theme 
while appealing to local emotions, 
ideas, and values. Advertising agen
cies have set up worldwide agency 
networks that can coordinate a cam
paign's central theme while allowing 
regional variations. 

Before creating an International advertisemen! like this Chinese ad 
for Coca-Cola it is crucial to research what differences-such as 
meaning of w~rds, traditions, and taboos-exist between different 
societies. For example, German manufacturers of backpacks label 
them as "body bags," which is not terribly enticing to the Canadian 
consumer. Gerber baby food is not sold in France because the 
French translation of gerber is "to vomit." 

Language differences. Compared with 
those in other languages, ads in Eng
lish require less print space and airtime 
because English is an efficient and pre
cise language. Also, translations are 
often inexact or confusing. When Coke 
first went to Chha, the direct translation 
of Coca-Cola came out "bite the wax 
tadpole." 
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• Cultural receptiveness. There are differences across 
nations regarding the mass advertising of sensitive 
products (birth control or personal hygiene products), 
not to mention those for which advertising may be 
legally restricted (alcohol, cigarettes). A Canadian in 
Paris may be surprised to see nudity in billboard ads 
and even more surprised to find that France is the 
only country in the European Union that bans adver
tising and selling wine on the internet. In the EU and 

mybusinesslab\t 

through much of Asia, comparative advertising is 
considered distasteful or even illegal. 

• Image differences. Any company's image can vary 
from nation to nation, regardless of any advertising 
appeals for universal recognition. American Express, 
IBM, and Nestle have better images in the United 
States than in the United Kingdom, where Heinz, 
Coca-Cola, and Ford have better images. 

To improve your grade, visit the MyBusinesslab website at www.pearsoned.ca/mybusinesslab. This online 
homework and tutorial system allows you to test your understanding and generates a personalized study 
plan just for you. It provides you with study and practice tools directly related to this chapter's content. 
MyBusinesslab puts you in control of your own learning! Test yourself on the material for this chapter at 
www.pearsoned.ca/mybusinesslab. 

Summary of Learning Objectives 
1. Identify a product, distinguish between consumer 

and industrial products, and explain the product 
mix. A product is a good, service, or idea that is mar
keted to fill consumer needs and wants. Customers 
buy products because of the value that they offer. 
Consumer products are divided into three categories 
that reflect buyer behaviour: convenience goods, 
shopping goods, and specialty goods. Industrial 
products include expense items and capital items. 
The group of products that a company makes avail
able for sale is its product mix. 

2. Describe the new product development process 
and trace the stages of the product life cycle. 
Many firms adopt some version of a basic seven-step 
process: (1) product ideas, (2) screening, (3) concept 
testing, (4) business analysis, (5) prototype develop
ment, (6) product testing and test marketing, and 
(7) commercialization. 

The product life cycle (PLC) is a series of four 
stages characterizing a product's profit -producing life: 
(1) fitroduction, (2) growth, (3) maturity, and (4) decline. 

3. Explain the importance of branding, packag
ing, and labelling. Branding is a process of using 
symbols to communicate the qualities of a particular 
product. With a few exceptions, a product needs 
some form of packaging, a physical container in which 
it is sold, advertised, or protected. Every product has 

a /abe/ on its package that identifies its name, manu
facturer, and contents; like packaging, labelling can 
help market a product. 

4. Identify the important objectives of promotion 
and discuss the considerations in selecting a 
promotional mix. Besides the ultimate objective of 
increasing sales, marketers may use promotion to 
accomplish any of the following four goals: (1) com
municating information, (2) positioning products, 
(3) adding value, and (4) controlling sales volume. 

5. Describe the key advertising media. The most 
common media- television, newspapers, direct 
mail, radio, magazines, outdoor advertising, inter
net, mobil&-differ in their cost and their ability to 
segment target markets. The combination of media 
through which a company advertises is its media mix. 

6. Outline the tasks involved in personal selling. In 
personal selling, a salesperson communicates one to 
one with potential customers to identify their needs 
and align them with a seller's products. It adds to a 
firm's credibility because it allows buyers to interact 
and ask questions. Unfortunately, expenses are high 
so many companies have turned to telemarketing. 

7. Describe the various types of sales promotions 
and distinguish between publicity and public rela
tions. Sales promotions are short-term promotional 
activities designed to stimulate consumer buying or 
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cooperation from members of the trade. They increase 
the likelihood that buyers will try pro-ducts; they 
also enhance product recognition and can increase 
purchase size and amount The following are the 
best-known fonns of promotions: (1) coupons, 
(2) point-of-purchase (POP) displays, (3) free samples, 
(4) premiums, (5) trade shows, and (6) contests. 

Publicity is a promotional tool in which informa
tion about a company or product is created and 

Questions and Exercises 
Questions for Analysis 

1. What impact do the different levels of brand loyalty 
(recognition, preference, insistence) have on the con
sumer buying process described in Chapter 12? 

2. Why would a business use a "push" strategy rather 
than a "pull" strategy? 

3. Is publicity more or less available to small finns than 
to larger firms? Why? 

4. How would you expect the branding, packaging, and 
labelling of convenience, shopping, and specialty 

Application Exercises 

7. Interview the manager of a manufacturing finn that 
produces at least three or four different products. 
Identify each of the company's products in tenns of 
their stage in the product life cycle. Are all the pro
ducts in the same stage, or does the company have 
products in each stage? 

8. Select a product that is sold nationally. Identify as 
many media sources used in its promotion as you can. 
Which medium is used most often? On the whole, do 
you think the campaign is effective? What criteria did 
you use to make your judgment about effectiveness? 

TEAM EXERCISES 

transmitted by general mass media. It is free, and 
because it is presented in a news fonnat, consum
ers often see It as objective and credible. However, 
marketers often have little control over it, and it can 
be as easily detrimental as beneficial. Public rela
tions is company-influenced publicity that seeks to 
build good relations with the public and deal with 
unfavourable events. 

goods to differ? Why? Give examples to illustrate 
your answers. 

5. Select a good or service that you have purchased 
recently. Try to retrace the relevant steps in the buyer 
decision process as you experienced it. Which steps 
were most important to you? Which steps were least 
important? 

6. Sales promotions and advertising are both part of the 
promotional mix. How do the short-term objectives of 
sales promotions differ from advertising efforts? 

9. Interview the owner of a local small business. Identify 
the company's promotional objectives and strate
gies, and the elements in its promotional mix. What 
changes, if any, would you suggest? Why? 

10. Identify two advertising campaigns that have recently 
been conducted by similar businesses in your area Go 
onlne to gather more nfonnation and watch ads on 
YouTube, and/or clip ads in newspapers C:Yld maga
zines. Survey students as to which company had a more 
effective ad campaign. Summarize the findings and 
explain why you think one was better than the other. 

Building Your Business Skills 
Greeting Start-Up Decisions 

Goal 
To encourage students to analyze the potential useful
ness of two promotional methods-personal selling and 
direct mail-for a start-up greeting card company. 

368 Part rv: Managing Marketing 

Situation 
You are the marketing adviser for a local start-up com
pany that makes and sells specialty greeting cards in a 
city of 400 000. Last year's sales totalled 14 ooo cards, 
including personalized holiday cards, birthday cards, and 
special-events cards for individuals. Although revenues 
increased last year, you see a way of further boosting 
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sales by expanding into card shops, grocery stores, and 
gift shops. You see two alternatives for entering these 
outlets: 

1. Use direct mail to reach more individual customers 
for specialty cards. 

2. Use personal selling to gain display space in retail 
stores. 

Your challenge is to persuade the owner of the start-up 
company to use the alternative you believe is the more 
financially sound decision. 

Method 
Step 1 Get together with four or five classmates to 
research the two kinds of product segments: personal
ized cards and retail store cards. Find out which of the two 
kinds of marketing promotions will be more effective for 
each segment. What will be the reaction to each method 
by customers, retailers, and card company owners? 

Step 2 Draft a proposal to the company owner. Leaving 
budget and production details to other staffers, list as 
many reasons as possible for adopting a direct mail strat
egy. Then list as many reasons as possible for adopting a 
personal selling strategy. Defend each reason. Consider 
the following reasons in your argument: 

• Competitive environment Analyze the impact of 
other card suppliers that offer personalized cards and 
cards for sale in retail stores. 

• Expectations of target markets: Who buys personal
ized cards, and who buys ready-made cards from 
retail stores? 

• Overall cost of the promotional effort: Which method
direct mail or personal selling-will be more costly? 

• Marl<etfng effectiveness: Which promotional method 
will result in greater consumer response? 

Fo llow-Up Questions 
1. Why do you think some buyers want personalized 

cards? Why do some consumers want ready-made 
cards from retail stores? 

2. Today's computer operating systems provide easy 
access to software for designing and making cards 
on home computers. How does the availability of this 
product affect your recommendation? 

3. What was your most convincing argument for using 
direct mail? For using personal selling? 

4. Can a start-up company compete in retail stores 
against industry giants such as Hallmark? 

Exercising Your Ethics 
Cleaning Up in Sales 

The Situation 
Selling a product-whether a good or a servle&-requires 
the salesperson to believe in it, to be confident of his or 
her sales skills, and to keep commitments made to clients. 
Because so many people and resources are involved in 
delivering a product, numerous uncertainties and prob
lems can give rise to ethical issues. This exercise encour
ages you to examine some of the ethical issues that can 
surface in the selling process for industrial products. 

The Dilemma 
Cleaning Technologies Corporation (CTC) is a U.S.-based 
company that manufactures equipment for industrial 
cleaners. The Canadian division of CTC has hired Denise 
Skilsel and six other recent graduates that have just 
completed the sales training program for a new line of 
high-tech machinery that CTC has developed. As a new 
salesperson, Skilsel is eager to meet potential clients, all 
of whom are professional buyers for companies-such as 

laundries and dry cleaners, carpet cleaners, and military 
cleaners-that use CTC products or those of competi
tors. Skilsel is especially enthusiastic about several facts 
that she learned during training: CTC's equipment is 
the most technically advanced in the industry, carries a 
10-year performance guarantee, and is safe-both func
tionally and environmentally. 

The first month was difficult but successful. In visit
ing seven firms, Skilsel successfully closed three sales, 
earning large commissions and praise from the sales 
manager. Moreover, after listening to her presentations, 
two more potential buyers gave verbal commitments 
and were about to sign for much bigger orders than any 
Skilsel had closed to date. As she was catching her flight 
to close those sales, Skilsel received two calls-one from 
a client and one from a competitor. The client, just getting 
started with CTC equipment, was having some trouble: 
employees stationed nearby were getting sick when the 

equipment was running. The competitor told Skilsel that 
the U.S. Environmental Protection Agency (EPA) had 
received complaints from some of CTC's customers that 
the new technology was environmentally unsafe because 
of noxious emissions. 
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Team Activity 
Assemble a group of four students and assign each group 
member to one of the following roles: 

• Denise Skilsel: CTC salesperson (employee) 

• CTC sales manager (employer) 

• CTC customer 

• CTC investor 

Action Steps 

1. Before discussing the situation with your group, and 
from the perspective of your assigned role, consider 
what you would recommend Skilsel say to the two 
client firms she Is scheduled to visit. Write down your 
recommendation. 

BUSINESS CASE 13 

2. Gather your group together and reveal each mem
ber's recommendation. 

3. Appoint someone to record the main points of agree
ment and disagreement. How do you explain the 
results? What accounts for any disagreement? 

4 . Identify any ethical issues involved in group mem
bers' recommendations. Which issues, if any, are 
more critical than others? 

5. From an ethical standpoint, what does your group 
finally recommend Skilsel say to the two client fims 
she is scheduled to visit? Explain your result. 

6. Identify the advantages and drawbacks resuHing 
from your recommendations. 

Measuring the Effectiveness of Advertising 
Businesses spend a lot of money each year on advertising, 
so it is not surprising that they want to know what effect it 
is having. For example, marketers are asking advertising 
agencies more probing questions about advertising cam
paigns and media buys: how are the media plans devel
oped, who buys the current media mix, and how have they 
performed? Faced with gro.ving accountabUity to perform, 
ad agencies are imposing more accountabUity on media 
outlets. Local and nationallY may no longer rely solely on 
Nielsen ratings as evidence for ad effectiveness; more 
convincing proof of performance would show how much 
they contribute to advertiser's sales. Newspapers, maga
zines, radio, and other media will also be asked for more 
convincing evidence. New ways to test the effects of 
media on consumer attention, persuasion and consumer 
thinking, and responsiveness in buying behaviour are 
in the development stage. Reliable measurements will 
allow media planners In advertising agencies to compare 
bottom-line results from alternative media expenditures
newspapers, internet, radio, magazines, lV-and to pin
point the best combination of media buys. 

In general, advertisers want to know what television 
programs consumers are watching, or what websites they 
are visiting. If it can be demonstrated that some lV shows 
or websites are more popular than others, advertisers will 
pay more to have their ads appear in those places. 

Nielsen Media Research is the most well-known com
pany providing information on television viewing habits. H 
gets its revenues by selling Its viewer data to advertising 
agencies, television networks, and cable companies. In 
the past, the system involved having selected viewers 
write down the channel number they were watching and 
who was watching lV each quarter-hour of the day. But 
this system was cumbersome, and consumers often 

ro Part IV: Managing Marlo:~Ung 

Measuring audiences has evolved over the 
years and media competition Is complex. 

made errors when filling out forms. The system gradually 
began to break down as technology changed. For exam
ple, when remote controls became popular, so did chan
nel surfing, but channel surfing is virtually impossible to 
reflect in a diary. The introduction of digital video record
ers (DVRs) and the delivery of shows via cellphone, com
puter, and iPad has made Nielsen's old system obsolete. 

Nielsen Initially responded to criticisms by attaching 
electronic meters to household lVs. The meter determiled 
what channel was being watched and who was watching, 
but viewers stil had to pmch in a pre-assigned m.mber on 
their remote control whenever they started to watch. These 
meters likely imprcwed the accuracy of in-horne viewing data, 
but they did not address the gro.vilg problem of measuring 
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viewing habits of people who were not at home but who were 
still watching TV. For example, meast.rng the viewng habits 
of students who live <ma:o; from horne at university is not 
easy. Nielsen also doesn't monitor viewing in offices, bars, 
hotels, prisons, and many other out-of-home venues. 

Cable companies cvgue that N'~elsen's system doesn't 
accurately capture the large number of people Who watch 
cable TV. Differences can be substantial with different mea
Slrilg systems. For example, in a sid&-by-side analysis n 
New York City, an episode of The Sirpscns on the Fox net
worl<: shoNed a 27 percent decline when the nfiN electronic 
meters were used, but shONS on Comedy Central cable saN 

gans of 225 percent using the same electronic measurement. 
In Montreal and Quebec City, consumers are being 

paid to carry a pager-sized device that records each 
advertisement they see or hear and every store or restau
rant they go into. BBM Canada is using something called 
the Personal Portable Meter (PPM) to detennine television 
ratings. These devices listen for cues that broadcasters 
have embedded In their broadcasts and enable BBM to 
assess television viewing outside peoples' homes (it has 
also been introduced for radio listeners). The new system 
allows advertisers to eventually correlate the advertis&
ments people hear with the products they buy. They can 
therefore detennine how effective their advertisements are. 

Nielsen announced that it would introduce new 
technology that would allow it to capture DVR viewing 
on a dally basis. It will also begin measuring video-on
demand and testing wa:o;s of measuring viewing on the 
internet and on hand-held devices such as iPods and 
cellphones. If these new measuring systems show sig
nificantly different viewing patterns than historical data, it 
will result in even more advertising dollars shifting to ne'N 
media. Nielsen also has invested in a company called 
NeuroFocus, which is developing a system for scanning 
the human brain to determine if people are paying atten
tion to (and remembering) ads they see. 

But even if these improvements are made, some crit
ics will not be happy. The vice-president at one adver
tising spa~uying company says that the only thing 
that is important to measure is "live" viewing. The use of 
DVRs has led to a sharp drop in "live" television viewing, 
and people who are watching a DVR program may not 
even be watching the ads. Not surprisingly, TV companies 
disagree with that assessment. They argue that ad rates 
should be detennined by the total viewership an ad gets. 

Two web measurement servlces-<:omScore and 
Nielsen Onlin~ather data on internet use by getting 
people to agree to let their online surfing and purchasing 
patterns be monitored. The behaviour of these indMduals 
is then extrapolated to the larger population. Since this 
method Is similar to the traditional assessment method that 
Nielsen used to measure television-viewing habits, there are 
also concerns about its accuracy. To overcome these con
cerns, Google Introduced Google Analytics to more accu
rately measure internet use. It shows which websites various 
target audiences visit and helps advertisers figure out the 
best places to place onlne ads. Google's system uses data 

from web servers and allONS for a better understanding of 
how the internet Is used by consumers. Both oomScore and 
Nielsen Online charge advertisers for the data they provide, 
but Google provides information tree of charge. Google also 
introduced a new system to help advertisers detennine how 
web surfers respond to the ads they see on the various sites 
they visit. The system works by comparing people who have 
seen the ads with people who haven't 

No system is perfect, and it is de<l' that usilg web servers 
to gather data has some problems of its ONn. For example, 
measurement is based on "cookies• (tracl<ilg data), but some 
users delete cookies and then another cookie is attached 
when they later revisit a website. This can lead to overstate
ment of the number of website visits. As well, the system 
has trouble tellng whether a website visit is from an actual 
consumer or from a technology that visits different websites. 

One of the potentially serious problems with gathering 
data about consumer behaviour is "click fraud. "It can oocur 
in several ways, such as when a web d911eloper repeatedly 
dicks on a website in order to make it seem like there is a 
great deal of interest in it. Or computers can be programmed 
to repeatedly click on ads to simulate a real consumer click
ing on ads on a web page. When this happens, advertisers 
get a bigger bill but no extra sales revenue. When click fraud 
occurs, the money spent on advertising is obviously wasted. 
Click Forensics Inc., a click fraud reporting service, reports 
that the click fraud rate is about 16 percent. But Google 
daims that only 2 out of 10 000 clicks are fraudulent. 

Questions for Discussion 
1. The viewership data that Nielsen develops is impor

tant in detennining how much advertisers pay to 
place their ads on TV. What are the advantages and 
disadvantages of the system? Are there alternative 
systems that might work better? Explaln. 

2. The argument has been made that counting DVR view
ing isn't useful because people don't watch program 
advertisements when using a DVR and because adver
tisements simply don't have the same urgency as they 
do when the progam actually airs. Do you agree or 
disagree with this argument? Give reasons. Whatever 
your position, hCMI do you think uncertainty over issues 
like this influence the value of the data that are pro
duced? What could be done to improve the data? 

3. Suppose that you are buying advertising space on 
TV. Would you be more likely to accept Nielsen data 
for, say, sports programs than you would for dramas? 
Explain. What klnd of biases might you have and why? 

4. What are the strong and weak points of measuring 
viewership for internet advertisements? 
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